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SUMMARY

This bulletin analyzes the recent 2021 bud-
get that Doug Ford’s Progressive Conserva-
tive government tabled in order to assess the
extent to which it continues or changes the
general fiscal policy approach of the Liberal
governments of Premiers McGuinty and Wynne
during the 2010s.

The Ford government plan presented in
Budget 2021/22 represents fiscal policy con-
tinuity rather than change, particularly with
regard to program spending growth, deficit
reduction, and debt accumulation.

Excluding emergency COVID spending,
the 2021 budget forecasts that nominal pro-
gram spending will grow by a cumulative total
of 8.5 percent over three years. By compari-
son, in the three years immediately following
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the 2008/09 recession, Premier McGuinty’s
government increased spending by a total of
6.6 percent.

The rate of nominal spending growth
planned in the 2021 budget is therefore slightly
higher than that which occurred under Premier
McGuinty in the wake of the 2008 /09 recession.

The pace of deficit reduction forecasted
in Budget 2021/22 is also similar to the rate of
deficit reduction in the early 2010s. After ad-
justing for COVID spending and federal emer-
gency aid, the Ford government’s fiscal plan
projects average nominal deficit reduction of
$2.41 billion per year over five years. By com-
parison, from 2010 /11 to 2015/16, the McGuinty
and Wynne governments achieved a nearly
identical annual average deficit reduction of
$2.38 billion over the five years.
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Introduction

When governments change in Canada, they of-
ten bring with them major changes in policy
orientation. For example, during the 1990s, the
election of the Progressive Conservative Party
under Mike Harris marked the start of a major
change in policy direction in Ontario from the
predecessor NDP government of Bob Rae. At oth-
er times, changes in government do not lead to
major changes; rather, policy continuity prevails.

This bulletin analyzes the recent 2021 budget
that Doug Ford’s Progressive Conservative Par-
ty tabled (its third budget) to assess the extent
to which it reflects continuity or change from
the general fiscal policy approach of the Liberal
governments of Premiers McGuinty and Wynne
during the 2010s. More specifically, we consider
how the Ford government’s planned approach
to spending restraint and deficit reduction
compares to that taken by its predecessors in
their efforts to manage the substantial deficits
that followed the 2008 /09 recession.

We show that the plan the Ford government
presented in its 2021 budget represents fiscal
policy continuity rather than change, particu-
larly with regard to program spending growth,
deficit reduction, and debt accumulation. Spe-
cifically, the bulletin focuses on the immediate
post-recession period—2011 to 2016.

Comparing fiscal forecasts in Budget
2021/22 with the 2010s

On the campaign trail and during their time in
opposition, Progressive Conservative candi-
dates frequently criticized the McGuinty and
Wynne governments for failing to restrain gov-
ernment spending sufficiently to eliminate

the large deficit that emerged following the
2008/09 recession. These promises carried
over into the Ford government’s first year in of-
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fice. It’s 2018 Fall Economic Statement stated,
“Above all, our government believes that bal-
ancing the budget and reducing Ontario’s debt
burden is not only a fiscal imperative, it is a
moral imperative” (Parkinson, 2018).

Despite a sharp rhetorical shift from its prede-
cessors and its frequent criticisms of the Wyn-
ne and McGuinty governments for their lack of
spending restraint and rate of debt accumula-
tion, the Ford government’s first budget in the
spring of 2019 did not make the promised acute
fiscal policy change (Eisen and Lafleur, 2019).
As an example, one analysis immediately fol-
lowing the 2019 budget showed that the Ford
government forecasted an aggregate nominal
five-year deficit reduction nearly identical to
that achieved under Premier McGuinty’s Liberal
government between 2011 and 2016.

The same analysis showed that aside from an
uptick in spending in the last two years of Pre-
mier Wynne’s time in office, the Ford govern-
ment’s fiscal plan was strikingly similar in its
forecasts for program spending growth and
deficit reduction.

Economic and fiscal circumstances have
changed since 2019. Specifically, the COVID-19
pandemic and resulting recession has necessi-
tated emergency public health and income sup-
port spending while also adversely affecting tax
revenue. These external factors have caused
Ontario’s deficit to grow dramatically, from $8.7
billion in 2019,/20 to $38.5 billion in 2020,/21.
The new budget forecasts a slightly smaller
deficit of $33.1 billion in 2021/22.

The large deficit that has emerged from a steep
recession has created challenges and a fiscal
environment similar to those that the govern-
ment of Premier McGuinty faced in the wake
of the 2008/09 recession. For instance, the
forecasted deficit for 2021/22 is equal to 3.7
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Figure 1: Nominal Program Spending Change, Ford vs. McGuinty
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Note: Program Spending for Ford has been adjusted to reflect the one-time COVID spending.

Sources: Ministry of Finances (2021) and Department of Finance (2020).

percent of provincial GDP, while the steepest

deficit the province faced during the previous
recession was 3.2 percent of GDP in 2009/10

(RBC Economics, 2021).

Premier McGuinty’s deficit reduction strategy
throughout the early 2010s (and Premier Wyn-
ne’s during the later years of the decade) was to
restrain nominal spending growth significantly
below the rate that prevailed in the first decade
of the century in the hope that revenue gains
would gradually erode the deficit over time.
More specifically, inflation adjusted per-person
spending was held essentially flat throughout
most of the decade.

This gradual approach to deficit reduction, one
based on restrained nominal spending growth,
contrasts sharply with Ontario’s last significant
deficit reduction effort under Premier Mike
Harris in the 1990s during which nominal pro-
gram spending was reduced at an annual aver-

fraserinstitute.org

age rate of 1.3 percent from 1996 to 1998 (De-
partment of Finance, 2020).

The recently tabled 2021/22 budget shows that
the Ford government’s approach to restraining

spending will be similar to the McGuinty/Wyn-
ne approach of the 2010s rather than the Harris
approach of the mid 1990s.

The budget helpfully separates one-time emer-
gency COVID-related spending from the rest of
the budget, allowing an analysis of forecasted
spending growth that does not include emer-
gency measures.' The budget forecasts that
program spending will increase 5.4 percent

this year, 2.1 percent the following year, and

0.8 percent in the final year of the fiscal plan,
2023/24. This amounts to a nominal average
annual program spending increase of 2.8 per-

! For more detail, see the footnote to table 3.8 from
Ontario’s 2021/22 budget.
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cent, nearly identical to the forecasted average
annual inflation plus population growth over
the same period, 3.2 percent. In short, the re-
cent budget replicates the post-recession ap-
proach to spending growth of its immediate
predecessors by holding nominal spending to
the rate of inflation plus population growth.

Figure 1illustrates the similarity between the
Ford government’s spending approach in the
immediate wake of the COVID recession to the
approach of its predecessors in early 2010s.
We use spending from 2009/10 as the base
year for this example, meaning that spend-

ing growth for the first year shown represents
program spending growth in 2010/11. The re-
sults are generally not sensitive to the base year
chosen throughout the 2010s. We index spend-
ing growth to 100 in the base year to allow a
straightforward comparison across time periods.

Figure 1 shows that from 2010 to 2012, nomi-
nal program spending in Ontario increased by
a total of 6.6 percent. The 2021 budget fore-
casts that over the next three years program
spending will grow by a cumulative total of 8.5
percent. The rate of nominal spending growth
forecasted by the Ford government in its 2021
budget is slightly higher than that which oc-
curred under Premier McGuinty in the immedi-
ate wake of the 2008 /09 recession.

Despite strong rhetorical differences between
the McGuinty and Ford governments, when
each was facing large budget deficits both
sought to address those deficits in strikingly
similar ways. As a previous analysis has shown
(Eisen and Lafleur, 2019), the Ford government’s
first budget in the spring of 2019 presented

a fiscal plan that forecasted a nearly identi-
cal pace of deficit reduction to that which oc-
curred in the early years of the decade. It pro-
jected an average nominal deficit reduction of
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S2.41 billion over five years compared to an av-
erage annual deficit reduction of $2.38 billion
between 2010/11 and 2015/16 (Department of
Finance, 2020).

Of course, the COVID-19 pandemic and re-
cession have since caused the deficit to grow
much larger. Further, assessing the pace of def-
icit reduction in the current budget and com-
paring it to what occurred in the 2010s is not
straightforward as there is considerable one-
time pandemic relief spending which is driv-
ing the exceptionally large deficits in 2020 /21
and 2021/22. The wind-down of these emer-
gency expenditures will contribute to a rapid
decrease in the size of deficits that is unrelated
to revenues and base program expenditures.
On the other hand, the government of Canada
provided Ontario with special COVID-relat-

ed transfers in 2020 /21, the removal of which
makes the pace of deficit reduction in the years
following 2020,/21 appear slower compared to
that base year than would be the case in the
absence of these transfers.

To allow for a comparison of the rate of defi-
cit reduction with the early 2010s, we produced
an adjusted deficit that accounts for these CO-
VID peculiarities in the current fiscal plan. We
did this first by subtracting one-time COVID
spending in each year from the overall deficit.
Next, we adjusted the 2020 baseline year to ac-
count for COVID-related federal transfers by
adding to that year’s deficit total the difference
between the actual level of federal transfers re-
ceived and the amount that was forecasted in
the 2019 budget. Since federal transfers are, in
normal years, predictable as they consist al-
most entirely of the per capita Canada Health
Transfer and Canada Social Transfer, this pro-
cess removes the effect of additional unplanned
federal assistance in 2020/21.
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Figure 2: Cumulative Deficit Reduction, 2020-23 Projections Versus 2010-13 Actual
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Sources: Ministry of Finances (2021) and Department of Finance (2020).

Through this process, we have arrived at an ad-
justed deficit of $25.5 billion in 2020/21, down
from the official deficit estimate of $38.5 billion
in the budget.” Figure 2 below compares the
forecasted adjusted deficit reduction in Bud-
get 2021 over the course of its three-year plan
to that which was achieved in the three years
following the base year of 2010 under Premier
McGuinty.

Figure 2 shows us that once COVID related
one-time expenditures and unplanned federal
assistance for 2020 are excluded, the Ford gov-
ernment is forecasting cumulative deficit re-
duction over the course of its fiscal plan that is
slightly less than the deficit reduction that was

% This process produces an adjusted deficit of
$26.4 billion in 2021,/2022, $24.9 billion in 2022 /23,
and $20.2 billion in 2023 /24. In this final year, the
adjusted deficit and official deficit are the same, as
there are no one-time COVID expenditures planned
for that year.
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achieved under Premier McGuinty in the three
fiscal years following 2010/11. From 2010/11 to
2013 /14, Ontario’s deficit fell by a total of $5.7
billion. Furthermore, the McGuinty deficit re-
ductions were front-ended, occurring early

in the plan, whereas the Ford government’s
commitments for deficit reduction have been
pushed backward and are not expected to oc-
cur this year. This means it’s entirely possible
that by year 3, the Ford government’s deficit re-
duction performance could be worse than an-
ticipated if promised spending restraint in the
final years of the fiscal plan is not in fact deliv-
ered.

This result, that deficit reduction forecasted in
budget 2021 is similar to the pace of deficit re-
duction during the 2010s (up until the final two
years of the Wynne government), is robust to
the base year chosen. The Ford government is
forecasting average annual deficit reduction of
S1.8 billion. Over the period from 2010/11 until
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2017/18, average annual deficit reduction un-
der Premiers McGuinty and Wynne was also
$1.9 billion.

A final point of comparison, closely related to
the pace of deficit reduction, is the pace of debt
accumulation forecasted in Budget 2021 com-
pared to the pace of debt accumulation in the
2010s. Ontario’s debt-to-GDP ratio has predict-
ably spiked during the pandemic and recession,
climbing from 39.6 percent in 2019,/20 to 47.1
percent in 2020,/2021. Unsurprisingly, given the
persistence of large deficits, Budget 2021 fore-
casts that the province’s debt-to-GDP ratio will
continue to grow (much more slowly) in the
years ahead, reaching 50.2 percent in 2023 /24.
This is similar to what occurred in Ontario in
the years immediately following the 2008/09
recession. After climbing quickly from 27.8 per-
cent in 2008/09 to 34.5 percent in 2010/11, the
increase in Ontario’s debt-to-GDP ratio slowed
down but did not stop in subsequent years. Be-
tween 2010/11 and 2013 /14, Ontario’s debt to GDP
ratio increased by 5.2 percentage points to 39.7
percent, after which it levelled off and remained
near 40 percent for the rest of the decade.

The Ford government’s fiscal plan is therefore
forecasted to produce fiscal outcomes in the
wake of the COVID-19 recession that are simi-
lar to those that occurred during Ontario’s last
two major recessions, in the early 1990s and in
2008/09. In both cases, after a rapid increase
in the provincial debt-to-GDP ratio during the
recession itself, the growth in that ratio slowed
and eventually stabilized in the immediate-

ly subsequent years (Eisen, 2020). In the lon-
ger term, following the 2008 /09 recession, the
debt-to-GDP ratio never began to fall meaning-
fully from its post-recession peak, hovering at
approximately 40 percent throughout the sec-
ond half of the 2010s. In the case of the 1990s,
the debt-to-GDP ratio did begin to fall from its
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post-recession peak during and immediately
after Mike Harris’ aggressive fiscal consolida-
tion, but remained elevated well-above pre-re-
cession levels (Di Matteo, 2020).

Ontario reached its pre-pandemic level of in-
debtedness primarily as a result of rapid in-
creases during the recessions of the 1990s and
2008 /09 followed by a levelling off in subse-
quent years and, in the former case, a slight de-
cline that fell well short of reaching pre-reces-
sion levels. The COVID-19 recession has caused
this ratio to spike by another 7.5 percentage
points in 2020/21. The Ford government’s fis-
cal plan now forecasts similar outcomes with re-
spect to its debt-to-GDP ratio in the years ahead
as occurred in the immediate aftermath of the
2009/10 recession with continued growth in its
debt-to-GDP ratio in the years to come.

Conclusion

Following the 2008 /09 recession, the Mc-
Guinty and Wynne governments pursued

a generally consistent approach to spend-

ing restraint and deficit reduction throughout
most of the 2010s. These Liberal governments
sought to gradually shrink the large post-reces-
sion deficit by restraining the growth of nomi-
nal spending, holding real per-person spending
essentially flat, while expecting revenue growth
to gradually reduce the deficit over time.

Budget 2021 provides further confirmation that
Doug Ford’s Progressive Conservative gov-
ernment’s approach to spending restraint and
deficit reduction is strikingly similar to the ap-
proach of its predecessors.

Canadian history has many examples of chang-
es in government that have led to substantial
changes in fiscal policy orientation. This analy-
sis of Budget 2021 suggests that despite intense
differences in rhetorical style with its prede-
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cessors, this has not been the case in Ontario www.canada.ca/en/department-finance /
following the most recent election. More spe- services/publications/fiscal-reference-ta-
cifically, we have seen that the government’s bles/2020.html>, as of May 18, 2021.
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