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In the current fiscal year (2022-2023), govern-
ment spending in Quebec accounts for 26.3% of
the province's entire economy. This represents
the third highest proportion recorded since
GDP numbers for Quebec first became avail-
able in 1926.' The prizes for first and second
place belong to the two years preceding this
one. The unprecedented magnitude of these
spending levels has been due mainly to the
COVID pandemic, but with the crisis now
largely behind us the time has come to return
to fiscal discipline.

But how exactly should we proceed toward this
goal? To answer this, it can be very informative to
look at the spending records of past premiers in
Quebec in order to identify the time periods that
saw efforts at fiscal discipline, and to consider
their results. There are lessons to be drawn from
our history.

RANKING THE PREMIERS

To rank the fiscal performance of the different
premiers of Quebec, we must first assemble data
reflecting government spending. Since 2009,
Quebec’s Department of Finance has provided
estimates going back to fiscal year 1970-1971.2 For
the period from 1944 to 1969, we rely on the work
of economic historian Ruth Dupré, who combed
through the accounts of expenditures and
receipts and organized them according to a sin-
gle accounting methodology.® We must then
rescale the fiscal year to the calendar year.

The next step consists in creating measures of fis-
cal performance. There are two possible ways to

do this. The first is to divide government spend-
ing by estimates of GDP. Such estimates are
available at the provincial level from 1926
onward.* The second is to adjust government
expenditures to account for inflation,> and then
divide on a per capita basis.?

Both measures have their strengths and weak-
nesses. Government spending as a share of GDP
captures the share of economic resources man-
aged by the state and is the measure most often
used to connect the extent of state involvement
in the economy to economic growth. If govern-
ments take too large (or too small) a share of
economic resources, they tend to slow down eco-
nomic growth.” As such, this measure carries
important meaning.
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However, it has flaws in terms of
assessing fiscal discipline. For
example, during a recession govern-
ment spending could remain stable,
but the falling GDP will cause the
ratio to increase nonetheless. This
increase during recessions is to be
expected as a standard stylized fact
in macroeconomics.®

For this reason, we also employ the
level of spending per capita. This
measure better captures the efforts
of politicians to control spending,
but it too can be problematic if
taken alone. For example, some
reduction in public spending may be
achieved by allowing spending to
remain stable on a per capita level
while the economy grows, or even to
increase so long as the economy
increases faster. Thus, the strengths
of one measure are the weaknesses
of the other, so their joint use is
warranted.

The resulting series are depicted in
Figure 1. As can be observed, there
was a significant increase in govern-

Figure 1
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Sources: Author’s calculations. Government of Quebec, Ministére des Finances, Budget 2022-2023,
Budget by the Numbers, 2022, consulted October 2, 2022; Ministere des Finances, Plan Budgétaire
2009-2010, p. J.9; Ruth Dupré, “Un siecle de finances publiques québécoises: 1867-1969," L'Actualité
économique, Vol. 64, No. 4, December 1988, pp. 566-567; Vincent Geloso, Rethinking Canadian
Economic Growth and Development Since 1900: The Quebec Case, Springer, 2017; Statistics Canada,
Table 17-10-0027-01: Estimates of Population, Canada, Provinces and Territories (x 1,000), 1921 to 1971,
2000, consulted October 3, 2022; Statistics Canada, Table 17-10-0005-01: Population estimates on
July 1%, by age and sex, 2022, consulted October 3, 2022.

ment spending from the late 1950s

onward that paused in the early 1980s. Since
then, provincial government spending as a share
of the economy has hovered between 22% and
28% with no clear sign of either upward or down-
ward trends, while per capita expenditure has
increased more modestly than during the 1960s
and 1970s.

With this data assembled, we can create our
ranking of the premiers. To do so, we take the
average change across their mandates. In cases
in which there were two premiers in one year
(e.g., Jean Charest and Pauline Marois in 2012), we
assigned the year to the premier who was in
office for more than half of the year. We also
excluded all premiers who were in office less than
one year (this excludes four short-lived
premierships).

This gives us 14 premiers to rank since 1944. The
results appear in Table 1. The first four columns
show the change in the ratio of government
spending to GDP and the change in government
spending per capita as well as the ranks in each
of these two categories. The fifth column takes
the sum of the ranks for the two categories so as
to create an aggregate rank.

There are some surprises. First off, premiers who
have generally been considered fiscally hawkish,
such as Maurice Duplessis (1944-1959) and Jean

Charest (2003-2012), are nowhere near the top of
the ranking.? Secondly, some of the fiscal cham-

pions are also unexpected. The top three spots
are occupied by Jacques Parizeau (1994-1996),
Phillipe Couillard (2014-2018) and Lucien
Bouchard (1996-2001).

LESSONS

These rankings provide lessons about how to
return to fiscal discipline in the wake of the pan-
demic, and these emerge when we look at two
out of the top three. While Jacques Parizeau's
reign was indeed accompanied by a noticeable
effort to contain government expenditures, it was
too short to draw fiscal conclusions from. How-
ever, the other two top performers (Couillard and
Bouchard) are easier to compare. To do this, we
create a scenario in which spending is only
allowed to grow in line with inflation and popula-
tion growth starting in the first year of the gov-
ernment’s arrival in power.

Under Lucien Bouchard, expenditures per capita
were cut by 2.95% in the first year. After that, he

There was a significant increase in
government spending from the late

1950s onward that paused in the
early 1980s.
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Table1

Ranking of Quebec premiers since 1944 according to fiscal discipline

Ratio of government spending to GDP Government spending per capita
Average annual Average annual
change change

Duplessis Il 3.78% 5.57%

Lesage 11.63% 14 15.84% 14 14

Johnson 4.57% 10 7.92% 12 n

Bertrand 3.64% 7.58% 9 (tie)
—n“

Lévesque 1.44% 2.45%

Bourassa Il 0.14% 4 0.40% 3 4

Parizeau -3.44% 1 -1.89% 1 1
Bouchard  aes% 2 &3

Landry 4.58% n 5.34% 8 9 (tie)

Charest 0.85% 5 1.63% 5 5

Marois 1.56% 2.92% 7

did allow expenditures to grow right up until his
resignation in 2001, but at a slightly slower rate
than the economy as a whole.'° As such, there
was a reduction in spending relative to GDP. In
contrast, under Phillipe Couillard inflation-
adjusted expenditures per capita actually
declined in the first years and were then kept
more or less stable. The result was that govern-
ment spending as a share of the economy fell
even faster than under Bouchard.

Let us thus imagine two scenarios for returning
to fiscal discipline: the Bouchard scenario (signifi-
cant spending cuts in the first year and increases
thereafter at three quarters of the speed of eco-
nomic growth), and the Couillard scenario
(spending per capita increases only in line with
inflation). We can calculate how quickly each
method would return us to pre-pandemic spend-
ing levels relative to GDP (that is, the level in 2019,
which stood at 24.8% instead of 28.3% for the cal-
endar year 2021). In both scenarios, we assume a
nominal GDP growth rate of 5.8% per year.

As can be seen from Figure 2, the method that
imitates premier Bouchard’s approach would
bring Quebec back to pre-pandemic spending
levels by the year 2030, while the Couillard
method would achieve the same result by 2026.

In fact, if extended to 2030, the Couillard scenario
would bring Quebec's spending back to the lev-
els observed in the late 1990s.

Under a more ambitious rule,

spending levels would be $1,956
lower on a per capita basis.

How do these scenarios compare with the cur-
rent projected course of Quebec’'s government?
According to the last budgetary plan, spending is
expected to grow at 3.2% per year until 2027."
Such an expenditure path is much closer to the
Bouchard scenario than the Couillard scenario.
This entails that it will take roughly a decade for
Quebec to return to the pre-pandemic starting
point, a level that was already quite high even by
Quebec’s historical standards. Under a more
ambitious rule, the time required would be nearly
halved. Moreover, spending levels would be $1,956
lower on a per capita basis. The total amount of
the difference between the two scenarios is

$18 billion.
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CONCLUSION

The pandemic was an exceptional
episode that was bound to have an
effect on fiscal discipline. History
teaches us that crises will occasion-
ally take place, and that they will
necessitate some fiscal expansion by
government. However, this means

Figure 2
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