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Executive summary

Rachel Notley’s New Democratic government in Alberta takes office facing 
significant fiscal and economic challenges. The fiscal policy choices the 
new government makes will play an important role in shaping the future 
fiscal health and economic prospects of Alberta.

Too often, people believe it is possible to accurately predict a new 
government’s approach to policy simply by observing its political label. In 
fact, political branding is a poor predictor of how successful it will be in 
managing government finances.

This paper demonstrates this fact of Canadian fiscal policy by look-
ing at the fiscal track records of different governments that have repre-
sented each of Canada’s major national political parties. The paper pays 
special attention to Rachel Notley’s own New Democratic Party. It exam-
ines the fiscal policy approaches taken by Bob Rae’s NDP government in 
Ontario and Roy Romanow’s NDP in Saskatchewan during the early 1990s 
to show that there are multiple models of New Democratic fiscal govern-
ance from which Premier Notley’s government can draw lessons.

The Ontario NDP of the early 1990s, led by Bob Rae, represents one 
of these models. Like Notley’s new NDP government, Rae’s took power in 
Ontario during an economic turndown and faced significant fiscal challen-
ges. The Rae government’s approach was to immediately and significantly 
increase provincial government spending, enacting a stimulus budget that 
increased nominal program spending by 11.9 percent, on top of an 11.6 
percent increase that had occurred in the preceding year under the Liberal 
government of David Peterson. In subsequent years, under pressure from 
credit markets, the Rae government held nominal spending flat, keeping 
spending near the stimulus-era peak. 

Bob Rae’s NDP government tried to pay for some of this new spend-
ing through an array of tax increases, but sluggish economic performance 
(to which the tax increases on personal income and corporate capital likely 
contributed) undermined this objective. The combined effect of spending 
increases and poor economic performance was the emergence of record-
setting budget deficits, which exceeded $9 billion in each fiscal year from 
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1992 to 1995. The predictable result of these large budget deficits was a 
rapid expansion in the province’s net debt, which more than doubled from 
14 percent of GDP in the 1990-1991 fiscal year to 29 percent of GDP in the 
1995-1996 fiscal year.

The NDP government in Saskatchewan under Premier Roy Roma-
now, who took office in November of 1991, offered a stark contrast to the 
Ontario experience. Romanow delivered one of the more fiscally prudent 
and successful provincial governments in recent Canadian history, re-
straining spending, keeping deficits in check, and laying the foundation for 
the relative prosperity the province has enjoyed since. Romanow’s govern-
ment cut nominal program spending by approximately three percent dur-
ing each of its first three years in office, resulting in a 10 percent spending 
reduction over a three-year period between the 1991 and 1994 fiscal years.

The Romanow government’s approach delivered impressive fiscal 
outcomes. The government erased an $845 million budget deficit in just 
three years, returning to a budget surplus in fiscal year 1994-1995. The 
return to budget surpluses allowed the government to significantly reduce 
the province’s net debt from 28.3 percent of GDP in 1992 to 23.5 percent 
of GDP in the 2000 fiscal year. This reduction in net debt, combined with 
falling interest rates, brought significant relief to Saskatchewan taxpay-
ers in the form of reduced debt service payments, which peaked at 25.4 
percent of own-source revenue in fiscal year 1993-1994 before falling to 
11.3 percent of own-source revenue in fiscal year 2000-2001. The fiscal 
prudence shown by the Romanow government established the founda-
tion for successive NDP governments to reduce and reform both personal 
and business income taxes, which were key in establishing the competitive 
business environment the province currently enjoys.

As Premier Notley and her cabinet work to develop their fiscal 
policy strategy, they would be well advised to follow the model of New 
Democratic governance provided by their Saskatchewan neighbours dur-
ing the early 1990s. If, instead, they emulate the Ontario NDP model from 
the same period, the result will likely be increased spending, higher taxes, 
growing deficits, and reduced prosperity for Albertans in the years ahead.
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Introduction

Rachel Notley’s New Democratic government in Alberta takes office facing 
significant fiscal and economic challenges. The fiscal policy choices it 
makes in response to these challenges will help play an important role in 
shaping the future fiscal health and economic prospects of Alberta.

Too often, people believe it is possible to accurately predict a new 
government’s approach to fiscal policy simply by observing its political 
label. In fact, political branding is a poor predictor of what type of ap-
proach a new government will take to fiscal policy and how successful 
it will be in managing government finances. Each of Canada’s three ma-
jor national parties have produced governments, either at the federal or 
provincial levels, that have pursued prudent and successful fiscal policy 
strategies. Each has also produced governments that have failed to manage 
government finances successfully, with painful economic consequences for 
their jurisdictions. 

This paper demonstrates this aspect of Canadian politics and policy 
development by looking at the fiscal track records of different govern-
ments that have represented each of Canada’s major national political par-
ties, demonstrating the wide range of approaches to fiscal policy that each 
is capable of delivering. Special attention is paid to Rachel Notley’s own 
New Democratic Party. By examining the fiscal policy approaches taken 
by Bob Rae’s NDP government in Ontario and Roy Romanow’s in Sas-
katchewan during the early 1990s, we show that there are multiple models 
of New Democratic fiscal governance from which Premier Notley’s new 
government can draw lessons.

All three of Canada’s major national parties have shown themselves 
capable of producing governments that deliver sound policies that deliver 
desirable fiscal and economic outcomes. Premier Notley’s new team need 
look no further than the history of their own party’s provincial govern-
ments in different jurisdictions for examples of both highly successful 
and unsuccessful approaches to financial management. By studying the 
successes of Saskatchewan’s NDP government during the early 1990s, the 
new government in Alberta can identify policy strategies that will help lay 
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the foundation for a fiscally sustainable and prosperous Alberta. Sound 
policies based on solid evidence and real-world experiences can lead to 
prudent policymaking, regardless of political stripe. 



fraserinstitute.org

The challenge facing Rachel Notley’s 
NDP government in Alberta

Rachel Notley’s recently elected NDP government comes into office facing 
significant fiscal challenges. Low energy prices and rapid growth in gov-
ernment spending have left the province’s finances in a bleak condition. 
Alberta now confronts a multi-billion dollar budget deficit and a likely end 
to the province’s “debt-free” status. 

Alberta’s operating deficit for the current fiscal year (2015-2016) is 
projected to be $5.0 billion (Alberta, 2015a: 107). As figure 1 illustrates, 
Alberta’s per capita deficit this year is projected to be the second highest 
in Canada, behind only Newfoundland & Labrador. Alberta’s per-capita 
deficit is projected to be approximately twice as large those in Ontario and 
New Brunswick, two provinces that are widely recognized to be facing se-

Figure 1: 2015-2016 projected per capita surplus or  
deficit by province

Source: Royal Bank of Canada (2014), Fiscal Reference Tables; Statistics Canada 
(2014); and calculations by authors.
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vere public finance challenges (Murrell and Fantauzzo, 2014; and Murphy 
et al., 2014).

Government spending in Alberta has increased rapidly in recent 
years, and at a significantly faster pace than would be required by the 
combined effects of population growth and inflation. One recent analysis 
showed that if growth in program spending had been held to the rate of 
population growth plus inflation since the 2004-2005 fiscal year, program 
spending in the most recent fiscal year (2013-2014) would have been $8 
billion lower than was in fact the case (Milke and Palacios, 2015). As a re-
sult of this rapid and sustained spending growth, Alberta’s per-capita pro-
gram spending is now among the highest in the country, reaching $10,919 
in the 2013-2014 fiscal year, roughly $1,300 above the national average 
(Alberta, 2015b). These data confirm past analyses that have suggested the 
province’s fiscal challenges must be addressed on the spending rather than 
the tax side of the province’s fiscal ledger (Boessenkool, 2010). 

The question is whether the new Notley government will succeed 
at reforming and restraining provincial spending, eliminating the budget 
deficit, and restoring a sound approach to financial management to Al-
berta’s provincial government while maintaining the tax advantage Alberta 
enjoys over competing jurisdictions.
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Political brands are poor predictors 
of fiscal prudence

Simply looking at a party’s political brand does not accurately predict 
whether a new government will delivery prudent fiscal policy. In fact, 
recent Canadian history suggests that political labels are an unreliable 
indicator of whether or not a particular government will pursue sound fis-
cal policy. The evidence suggests that Canada’s major political parties are 
all capable of producing governments that deliver either prudent financial 
management or economically harmful fiscal policy. 

For instance, between 1995 and 2002, the Liberal Party of Canada 
delivered one of the most fiscally prudent federal governments in modern 
history. That government, facing unsustainable deficits and a public debt 
load that threatened economic growth, implemented significant spending 
reductions and program reforms, ultimately returning Canada’s federal 
government to surplus for the first time in decades. The federal Liberal 
party’s successful approach to fiscal consolidation was based primarily on 
spending reductions over a three-year period followed by general restraint, 
and thereby largely avoided growth-restricting tax increases. All told, the 
ratio of spending reductions to tax increases during the consolidation per-
iod was approximately 5-to-1 (Murphy, 2013), and the result was a return 
to fiscal stability which laid the foundation for continued economic growth 
and prosperity in subsequent years.

Conversely, the Liberal Party of Ontario has in recent years, under 
the leadership of Premiers McGuinty and Wynne,1 failed to adopt a pru-
dent approach to fiscal policy, despite facing a significantly worse public 
debt burden than the state of California, a jurisdiction widely recognized 
to be facing severe budgetary challenges (Murphy et al., 2014). Despite the 
province’s fiscal position, the Ontario Liberals have increased spending 
levels significantly in recent years. For instance, Ontario’s program spend-
ing increased by 17.1 percent over a two-year period between fiscal years 

1  Spending growth has been much more restrained under Premier Wynne than was 
the case under Premier McGuinty. However, the Wynne government has not taken 
meaningful steps to roll back the McGuinty era spending increases. 
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2008-09 and 2010-11, with no comparable spending cuts in the years fol-
lowing the recession (Finance Canada, 2014). Stimulus-era spending levels 
have become the new baseline for public expenditures in Ontario, resulting 
in sustained budget deficits. The government has attempted to pay for some 
of its spending increases through an array of tax increases, but sluggish eco-
nomic performance has limited the resulting revenue increases. As a result, 
Ontario has incurred cumulative budget deficits of over $65 billion between 
the 2009-2010 and 2013-14 fiscal years (Finance Canada, 2014). Troublingly, a 
2015 analysis showed that the growth in Ontario’s debt load since the reces-
sion is primarily attributable to operating deficits rather than capital invest-
ments (Wen, 2015). Clearly, governments carrying the same political brand 
are capable of providing very different levels of financial prudence and very 
different economic and fiscal results for taxpayers. 

Similarly, the Progressive Conservative brand has a mixed record in 
delivering fiscally prudent governance to the jurisdictions where they are 
elected. Some Progressive Conservative governments, including the Harris 
government in Ontario and the Klein government in Alberta, success-
fully reformed public spending and eliminated daunting budget deficits. 
Conversely, some governments carrying the same brand, including the 
Stelmach/Redford Progressive Conservatives in Alberta, failed to restrain 
spending and actually turned surpluses into deficits. 

These examples demonstrate that political brands are not a useful 
predictor of fiscal probity. Reviewing the history of Rachel Notley’s own 
New Democratic Party confirms this fact of Canadian politics. Although 
the NDP has never won a federal election, it has formed the government 
in several provinces. These provincial NDP governments have pursued 
markedly different approaches to public spending, with the result being 
very different fiscal outcomes. Past history provides at least two different 
models of New Democratic Party governance from which Premier Notley 
can draw lessons. The balance of this paper will illustrate this point by 
examining the records of the NDP governments of Roy Romanow and 
Lorne Calvert in Saskatchewan and Bob Rae in Ontario during the early 
1990s, a period during which both NDP governments faced fiscal challen-
ges even more daunting than those facing Premier Notley’s NDP today. 

The Alberta NDP takes office facing a faltering economy, multi-
billion dollar deficits, and the prospect of a return to provincial (net) debt 
in a province that has been debt-free since fiscal year 2000-2001 (Finance 
Canada, 2014). The government’s policy choices in the years ahead will be 
crucial in determining whether the province is able to eliminate deficits, 
prevent the accumulation of a significant public debt load, maintain Al-
berta’s tax advantage, and create fiscal conditions conducive to economic 
growth in the years ahead.



fraserinstitute.org

Path 1: Higher spending and taxes 
under the Ontario NDP in the early 
1990s

The experiences of past provincial NDP governments in other jurisdictions 
provide at least two different models of NDP governance that Alberta’s 
new government can consider in its efforts to develop strategies to address 
the fiscal and economic challenges they face. The first of these models is 
represented by the Ontario NDP of the early 1990s, which was elected in 
October 1990 under the leadership of Bob Rae. 

Like Alberta today, Ontario faced difficult economic circumstances 
when the Rae government was elected in the autumn of 1990 as the prov-
ince was entering a deep recession. The Ontario NDP followed a tradition-
al Keynesian approach to battling the recession by aggressively increasing 
government spending. Premier Rae defended the large debt-financed 
spending increases, explicitly stating that deficit control was not a top pri-
ority of his first budget; the government had a choice to “fight the deficit, 
or fight the recession, and we choose to fight the recession” (Paiken, 2012). 

In 1990-1991, the fiscal year during which Rae’s government took 
power, nominal program spending increased by 11.6 percent. In the fol-
lowing fiscal year, the NDP government’s first full year in power, the Rae 
government significantly increased spending again by enacting a stimu-
lus budget, increasing nominal spending by another 11.9 percent from 
the previous year (CANSIM Table 385-001). In total, nominal provincial 
spending increased by 24.8 percent over a two-year span due to the com-
bined policy choices of David Peterson’s Liberal government and Bob Rae’s 
new NDP government.2 In 1989-1990, Ontario’s program spending was 
equal to 15.8 percent of GDP. Just two years later, in fiscal year 1991-1992, 
program spending had climbed to 19.3 percent of GDP (Statistics Canada 
Tables 385-0001 and 384-0038). 

2  Inflation averaged 3.8 percent during this period, meaning that real spending 
increased by 15.6 percent over this two-year period. 



fraserinstitute.org

8 / Fiscal Policy Lessons for Alberta’s New Government from other NDP Governments

In the second half of the NDP’s mandate, having seen the province’s 
credit rating downgraded (Kneebone, 1994: 159) and facing the prospect 
of further downgrades, the Rae government started to restrain spend-
ing growth, but did not attempt to pare program spending down signifi-
cantly from the stimulus-level peak. During the final years of the NDP 
mandate, nominal spending was essentially flat, remaining at or near the 
record-high levels reached in fiscal year 1991-1992. In inflation-adjusted 
per-capita terms, spending in Ontario did begin to come down in the later 
years of the Rae government but not nearly enough to balance the budget 
following two consecutive years of spending growth above 11 percent 
under David Peterson in the 1990-91 fiscal year and then under Bob Rae in 
the 1991-92 fiscal year. 

Compounding the problem of the NDP’s aggressive expansion of 
government spending and intervention in the provincial economy was the 
government’s near relentless array of tax increases. Table 1 summarizes of 
the tax increases implemented during the NDP era in Ontario.

Table 1: Summary of tax increases implemented by the Ontario NDP

1991 •	 Surtax on provincial income tax payable in excess of $10 ,000 increased to 12 percent, and 
scheduled to increase to 14 percent in 1992 

•	 Gasoline, diesel fuel and tobacco increased

•	 Mark-up on alcohol products increased

•	 Surtax of 3.7% applied to small business income above $200, 000

•	 Capital tax for financial institutions increased from 0.8% to 1%. 

1992 •	 Ontario personal income tax (PIT) increased to 54.5% of federal tax,* further increase to 55 % 
scheduled for 1993

•	 New tiered system of income surtaxes applied to the PIT, with increases to the surtax an-
nounced for 1993

•	 Taxes and levies on beer and alcohol increased.

•	 Capital taxes for financial institutions increased to 1.12 %

•	 Temporary surtax on financial institutions’ income tax payable implemented

1993 •	 PIT rate increased to 58 % of basic federal rate.
•	 Both tiers of PIT surtax increased

•	 Corporate Minimum Tax of 4 % created

•	 Several tax deductions for businesses reduced or eliminated

*At the time, provincial income taxes were calculated as a percentage of the total amount of federal income 
tax paid by individuals. 
Source: Clemens et al, 2003: 63 (Appendix A)
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Table 1 shows that Ontario`s NDP government implemented a wide 
range of tax increases during the early 1990s. These tax increases were 
intended to increase revenue to offset some of the spending increases and 
keep deficits in check, but may have weakened economic growth in the 
province, partially undermining this objective. Several of the taxes that 
were increased, including taxes on personal income and corporate cap-
ital, are among the most economically harmful types of taxes commonly 
used in advanced economies (Johansson et al., 2008). Furthermore, the 
Rae government’s tax increases were imposed on top of a set of increases 
to the same taxes that had been implemented by the Liberal government 
that preceded it, potentially compounding their harmful economic effects 
(Clemens et al., 2003). 

Regardless of the extent to which the tax increases were responsible, 
the Ontario economy continued to struggle throughout the remainder of 
the Rae government’s term in office. As a result of this sluggish economic 
performance, own-source government revenue did not increase signifi-
cantly during the NDP’s term despite the higher tax rates. Between the 
1990 and 1995 fiscal years, nominal own-source revenue increased by a total 
of only 8 percent. By comparison, program expenditures grew more than 
three times as much during the same period, by a total of 27.1 percent (Sta-
tistics Canada, 2015). Figure 2 shows the sharp increase in Ontario program 
spending during the final years of the Peterson government and the first year 
of the Rae government, the flattening out of spending growth in subsequent 

Figure 2: Ontario program spending and own-source  
revenue ($ millions) in the 1989-1995 fiscal years

Source: Statistics Canada, CANSIM Table 385-0001; and calculations by authors.
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years, and the slow growth in own-source revenues throughout the govern-
ment’s term in office. 

The combination of large spending increases and slow economic 
growth resulted in unprecedentedly large budget deficits in Ontario. As 
figure 3 illustrates, Ontario ran a small surplus in fiscal year 1989-90. In 
1990-1991, Ontario returned to deficit spending, running a budget deficit 
of more than $2 billion. In the following year, the deficit increased sub-
stantially, totaling $10.9 billion and it remained above $9 billion each year 
for the rest of the NDP government’s mandate. 

Of course, the result of several large consecutive budget deficits 
was a marked increase in the province’s net debt (a measure of indebted-
ness that adjusts for a province’s financial assets), which grew from $37.7 
billion in the 1990 fiscal year to over $86 billion in the 1995 fiscal year. 
The rising stock of debt combined with rising interest rates caused annual 
debt charges to increase, growing from $5.5 billion in the 1990-91 fiscal 
year to $9.7 billion in 1995-96. The much higher debt charges significantly 
increased the amount of money Ontario taxpayers paid to service the debt 
rather than to fund provide public services. By fiscal year 1996-97, interest 
payments were equal to 17.5 percent of all own-source revenues collected 
from Ontario taxpayers (Veldhuis and Palacios, 2012).

An alternative measure of debt is to compare the stock of net debt 
relative to the province’s GDP. Figure 4 shows the run-up in Ontario’s debt 
as a share of the provincial economy. Ontario’s net debt-to-GDP ratio grew 

Figure 3: Ontario’s surplus or deficit ($ millions) in the 
1989-1995 fiscal years

Source: Statistics Canada, CANSIM Table 385-0001.
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steadily throughout the NDP’s term in office, increasing from 13.4 percent 
of GDP in fiscal year 1989-90 to 28.9 percent of GDP in fiscal year 1995-96. 

The Ontario NDP’s policy approach of high spending and tax in-
creases during the early 1990s did not produce positive fiscal or economic 
outcomes for the province. To the contrary: the provincial government’s 
policy choices resulted in poor economic performance which, in turn, 
led to anemic revenue growth. Fortunately, the Ontario NDP does not 
represent the only model of NDP fiscal management from which the new 
government in Alberta can draw.

Figure 4: Ontario net debt as a percentage of GDP

Sources: Statistics Canada, CANSIM Tables 385-0014 and 384-0038; and calcula-
tions by authors.
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Path 2: Spending reductions 
and fiscal discipline under the 
Saskatchewan NDP in the early 
1990s

In the early 1990s, the NDP government in Saskatchewan under Premier 
Roy Romanow, who took office in November of 1991, delivered one of the 
more fiscally prudent and successful provincial governments in recent 
Canadian history. His government restrained spending, kept deficits in 
check, and laid the foundation for the relative prosperity the province has 
enjoyed since. In fact, Romanow’s NDP was the first government in the 
country to seriously respond to the public finance crisis that faced govern-
ments across the country during the early 1990s (Crowley et al., 2011). 
The Romanow government’s successful spending reform efforts paved the 
way for other successful reform-minded governments during the decade, 
including those of Ralph Klein in Alberta, Mike Harris in Ontario, and 
Jean Chretien in Ottawa. Roy Romanow’s NDP government provides the 
new NDP administration in Alberta with an alternative approach to fiscal 
management to consider.3

Saskatchewan’s fiscal position at the start of its consolidation period 
was even worse than Ontario’s at the same time (Drummond, 2011: ch. 2). 
The provincial net debt had reached 28 percent of GDP in fiscal year 1991-
1992, an alarming increase of 11 percentage points from the previous year 

3  The NDP government in Saskatchewan in the early 1990s does not provide the 
only example of a fiscally prudent New Democratic provincial government. Gary 
Doer’s NDP government in Manitoba also had a strong record in this area. Doer’s 
government reduced taxes slightly while exercising greater spending restraint than 
most provinces were providing at the time. Doer maintained an average budget 
surplus of .05 percent of GDP during his tenure, contributing to a reduction in 
Manitoba’s net debt from 31.4 percent of GDP when he took office to 24.2 percent of 
GDP at the end of his tenure. Doer’s strong fiscal record was documented in a 2010 
analysis ranking the fiscal performance of Canada’s premiers. It placed Doer in 2nd 
place, behind only BC’s Gordon Campbell (Lammam et al., 2010: 2). 
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(Statistics Canada, 2015). The province was at the brink of insolvency and 
contingency plans were created in the event that the province was unable 
to raise money in foreign bond markets (Drummond, 2011: ch. 2). 

Unlike the NDP in Ontario, however, the NDP government in Sas-
katchewan addressed the budget deficit immediately. It delivered year-to-
year nominal spending cuts in three consecutive years, ultimately restor-
ing the province to a balanced budget in fiscal year 1994-1995 for the first 
time since the 1981-1982 fiscal year. Figure 5 shows the run-up in nominal 
program spending in the province during the late 1980s and early 1990s, 
followed by the years of spending reductions and restraint in the early 
years of the NDP administration.

In each of the 1991-92, 1992-93, and 1993-94 fiscal years, nominal 
program spending in Saskatchewan fell by approximately three percent 
from the preceding year’s level. By the 1993-94 fiscal year, spending had 
decreased by 10 percent from 1990-1991 levels. The government con-
tinued to exercise spending restraint in the following years, maintaining 
relatively modest levels of spending growth. As a result, Saskatchewan 
managed to hold nominal spending below the levels of the 1991 fiscal year 
for a full 7 years, finally exceeding 1991 program spending for the first 
time in the 1999 fiscal year (Finance Canada, 2014). 

The NDP government used a wide range of tactics to restrain spend-
ing. In its first budget, the government enacted policies that led to the out-
right elimination of 20 programs and reduced public sector employment 
in the province by nearly 3 percent (Crowley et al., 2011). The government 
also reduced spending on social assistance by pursuing a new approach to 

Figure 5: Saskatchewan program spending and own-
source revenue ($ millions) in the 1989-1995 fiscal years

Source: Finance Canada, Fiscal Reference Tables, 2014.
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welfare policy, using earned income supplements and training initiatives 
to encourage social assistance recipients to re-enter the labour market 
(Drummond, 2011).

The government’s spending reductions along with a series of tax in-
creases4 resulted in the elimination of an $845 million dollar budget deficit 
in just three years, two years ahead of the government’s own timetable (see 
figure 6). The meaningful spending cuts in the early years of Roy Roma-
now’s term, combined with the lengthy period of relatively restrained 
spending growth in the subsequent years, helped lay the foundation for 
the relative fiscal stability and prosperity that the province has enjoyed 
ever since. The spending reforms and restraint was sufficient to enable the 
province to continue to run surpluses throughout the rest of the decade, 
despite the fact that the federal government significantly reduced transfers 
to the province in the 1995-1996 fiscal year.

The effect of the NDP’s fiscal restraint, coupled with strong eco-
nomic performance, was a significant reduction in the province’s danger-
ous public debt load over the course of their time in government. In the 
1991-1992 fiscal year, the province’s net debt as a percentage of GDP stood 

4  Roy Romanow referred to the combination of spending cuts and tax increases that 
were enacted as a deficit reduction strategy as “the Saskatchewan Way.” However, 
although the government did raise taxes under Romanow, its restrained approach to 
spending and the resultant return to surpluses helped create the fiscal conditions that 
made possible the tax reforms of the late 1990s and early 2000s, which significantly 
reduced taxes in the province.

Figure 6: Saskatchewan deficit or surplus ($ millions)  
in the 1992-2000 fiscal years

Source: Finance Canada, Fiscal Reference Tables, 2014.
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at 28.3 percent of GDP. As the deficit shrank and eventually turned into 
a surplus, and as the economy grew, the province’s net debt also began to 
drop to less precarious levels. As figure 7 illustrates, by fiscal year 2000, 
net debt as a percentage of GDP had shrunk to 23.5 percent. 

This marked decrease in net debt has brought tangible benefits 
to Saskatchewan taxpayers, who have seen far fewer of their tax dollars 
spent on debt service payments than would have been the case in the 
absence of fiscal restraint in the early 1990s. In the 1992 fiscal year, debt 
servicing charges in Saskatchewan were equal to 18 percent of all own-
source revenue collected in the province. By fiscal year 2001, thanks to a 
reduced debt load and lower interest rates, that figure had been reduced 
to 11.3 percent of own-source revenue (figure 8). In the 2013-2014 fiscal 
year, debt service charges were equal to just 3.4 percent of own-source 
revenues in Saskatchewan, reducing the burden of public debt for taxpay-
ers and leaving more money available for public services. To put these 
figures in context, if debt services costs as a share of own-source revenue 
in 2013-2014 were at the same level as they were in fiscal year 1991-1992, 
those costs would have been approximately $1.4 billion more than was in 
fact the case ($331 million). The reduction in debt servicing costs relative 
to own-source revenue therefore saves approximately $1,120 annually for 
every resident of the province each year.

The Saskatchewan NDP’s approach in the early 1990s of significant, 
repeated cuts in nominal spending followed by a sustained period of 
spending restraint represented a prudent approach to fiscal policy in the 

Figure 7: Saskatchewan’s net debt as a percentage of GDP 
in the 1992-2000 fiscal years

Sources: Finance Canada, Fiscal Reference Tables, 2014; FMS data; and calcula-
tions by authors.
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face of challenging financial circumstances. The result was a swift return 
to fiscal balance, a marked decline in net debt, and a reduction in the 
amount of money spent each year on debt service payments.

Figure 8: Debt charges as a percentage of own-source  
revenue in Saskatchewan in the 1992-2014 fiscal years

Source: Finance Canada, Fiscal Reference Tables, 2014.
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Directly comparing spending 
trajectories in Ontario and 
Saskatchewan in the early 1990s 

Clearly, the New Democratic governments in Ontario and Saskatchewan 
took markedly different approaches to fiscal policy during the early 1990s, 
with markedly different outcomes. Figure 9 highlights the fundamental 
difference between the two approaches by comparing the trajectory of 
indexed nominal spending in the two provinces during this time period. 
The figure begins in fiscal year 1990-1991, with spending levels in that year 
set to an indexed level of 100. Spending in each subsequent year is shown 
relative to spending levels in the 1990 fiscal year. 

Figure 9 shows that, despite entering office on the heels of an expan-
sionary budget that increased spending substantially, nominal spending 
in Ontario increased by 14 percent between fiscal years 1991 and 1995. By 
comparison, in Saskatchewan, nominal spending decreased by 7.3 percent 
during the same period. 

Figure 9: Indexed nominal spending in Saskatchewan and 
Ontario in the 1991-95 fiscal years

Sources: CANSIM Table 385-0001; Finance Canada, 2014; calculations by authors.
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These two approaches produced distinctly different economic and 
fiscal outcomes, which continue to be felt. Figure 10 shows the evolution 
of budget deficits as a share of GDP in the two provinces during the early 
1990s. Whereas Saskatchewan was able to eliminate its budget deficit by 
the 1995 fiscal year, Ontario continued to run large deficits of approxi-
mately 3 percent of GDP or higher throughout this time period. Of course, 
a number of different factors influence budget deficits, including economic 
growth and federal transfers. However, the different approaches by the two 
governments to public spending were major contributors to the divergent 
fiscal outcomes that the two provinces experienced, as documented in 
Figure 10.

Figure 10: Provincial budget deficits as a share of GDP in 
Ontario and Saskatchewan from fiscal years 1990 to 1995

Sources: Finance Canada, 2014; CANSIM Tables 385-0001 and 383-0049; and 
calculations by author.
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Conclusion

Political branding is not an accurate predictor of a particular government’s 
fiscal prudence. We have shown that governments sharing the same pol-
itical label are capable of delivering very different approaches to financial 
management—and producing very different outcomes for taxpayers. 

The history of Premier Notley’s own party, the NDP, clearly demon-
strates this point. The record of Roy Romanow’s Saskatchewan govern-
ment in the 1990s shows that a provincial NDP government is capable of 
providing prudent and frugal public management, tackling daunting fiscal 
challenges through sustained spending restraint. In addition, the Saskatch-
ewan NDP established a fairly competitive economic environment for 
investment and economic growth through its tax relief and reform meas-
ures of the late 1990s and early 2000s, from which the province continues 
to benefit.

The record of Bob Rae’s government in Ontario demonstrates a 
second, less prudent model of New Democratic governance based on rapid 
spending growth and large tax increases. 

As Premier Notley and her cabinet work to develop their fiscal 
policy strategy, they would be well-advised to follow the model of New 
Democratic governance provided by their neighbours in Saskatchewan 
during the early 1990s. If, instead, they emulate the Ontario NDP model 
from the same period, the result will likely be increased spending, higher 
taxes, unsustainable deficits, and reduced prosperity for Albertans in the 
years ahead.
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