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As of this month, Paul Martin becomes the fifth-longest serving finance minister in
the country’s history. By the end of the year, should he continue as minister, he
would be second-longest. In terms of changing how things are done, he has few
rivals. The Department of Finance is again pre-eminent in policy-making; the policy
agenda of Canadian liberalism has been entirely re-written; spending ministries
have been brought to heel; and policy now has a coherence and discipline unknown
in the last three decades. Whether it all survives Mr. Martin’s eventual departure
remains to be seen. 

M. Paul Martin accède ce mois-ci au cinqième rang des ministres canadiens des
Finances pour ce qui est de la longévité à ce poste. À la fin de l’année, s’il est
toujours ministre, il accédera au 2e rang, Mais il est presque sans rivaux pour les
changements opérés sous sa responsabilité : le ministère des Finances joue de
nouveau un rôle prépondérant au chapitre des décisions politiques; l’ordre du jour
du libéralisme a été complètement ré-écrit; les pratiques en matière de dépenses
ministérielles ont été ramenées sous contrôle; le processus politique reflète une
cohérence et une discipline jamais vues depuis trois décennies. Il reste à voir si cet
héritage survivra à son départ éventuel. 

S hortly after Victoria Day, Paul Martin entered the
political record books as the longest-serving federal
finance minister since the First World War. Others

may have survived longer in this usually thankless job.
Nova Scotia’s William Fielding was finance minister for
more than 19 years in the much simpler era of government
between 1896 and 1925. Conservative Sir George Foster last-
ed a little more than eight years in office in the late 19th
century, a little longer than Sir Thomas White, Borden’s
wartime finance minister and father of the income tax. But
few have had Paul Martin’s impact. Whether or not he ulti-
mately reaches the summit of Canadian politics, he has
played a greater role in changing the nature and operations
of government in Canada than any federal cabinet minister
since C.D. Howe bestrode the public stage as “Minister for
Everything.”

Martin’s enduring political significance goes beyond the
Canadian economy’s performance under his stewardship or
his skilful leadership in eliminating chronic federal deficits
during the 1990s. Rather, he has restored the Department of
Finance to its position as the federal government’s dominant
central agency. As the Department’s recently revamped web-

site proudly boasts, “If it has to do with the economy, it’s our
business.” But the Department’s influence goes well beyond
that. Martin’s creative use of the budget and tax policy
processes—and Finance’s central role in managing intergov-
ernmental transfers—has also given it a much stronger role
in influencing Ottawa’s social policy priorities by linking
them with its political, economic and fiscal agendas. By
defining and implementing a clear policy framework, Martin
has been able to enforce a greater degree of stability and
coherence in federal economic and social policies than at
any time since the 1950s. At the same time, his mastery of
the political side of his job has effectively redefined the
process both of juggling competing spending priorities
through the budgetary process and of mobilizing public sup-
port for those priorities. In sum, one of Paul Martin’s most
significant achievements as minister of finance has been to
restore his department’s ability to dominate the design and
implementation of the national agenda. 

This process is not entirely new. The implementation of
Keynesian economic policies after the Second World War,
reinforced by the extension of Ottawa’s wartime control
over most major sources of tax revenue, resulted in more-or-

PAUL MARTIN’S MILESTONE:
ONE FOR THE RECORD BOOKS

Geoffrey Hale



POLICY OPTIONS
MAY 2001

55

● helping Canadians to acquire the skills
needed to compete in a changing economy;

● redefining federal priorities (“getting
government right”) to achieve more efficient
management of federal spending, a more flexible
regulatory environment, and a more efficient
division of responsibilities with the provinces;

● encouraging a more dynamic economy
by fostering innovation and opportunities for
trade expansion and market diversification;

● restoring Canada’s fiscal health through
deficit reduction, greater spending discipline,
and a progressive reduction in public debt rela-
tive to the size of the economy. 

M artin’s first achievement was to reassert
Finance Department control over the

budgetary process and to insist on the achieve-
ment of budgetary targets as a precondition for
new policy developments and a more active role
for government. By insisting that budgets be
based on highly conservative fiscal and eco-
nomic projections, rather than optimistic eco-
nomic growth forecasts, Martin succeeded in
enforcing substantial spending reductions on
his colleagues—and capturing the increased rev-
enues from economic growth for deficit reduc-
tion. Although Martin has relaxed his spending
constraints somewhat since balancing the budg-
et in 1997-98, he has consistently used a share
of his budgetary cushion for debt reduction—
thus allowing Ottawa to preserve a degree of fis-
cal flexibility in the event of an economic
downturn.

While these goals could not have been
achieved without firm and consistent prime min-
isterial support, Martin’s insistence on disci-
plined financial management restored a basis for
trust in government by those who pay for it that
had been progressively squandered during the
previous 25 years. Just as important, Martin has
renewed the Liberal tradition that effective man-
agement is a vital precondition of being able to

less authoritative finance departments that
enforced centralized control over budgetary
processes at both federal and provincial levels.
Fiscal centralization enabled finance ministers to
create and enforce a fiscal framework for cabinet
colleagues that was capable of balancing compet-
ing political and economic demands. This
process helped to insulate budgetary decisions
from pressures intended to serve short-term polit-
ical interests, but which might not have been sus-
tainable in the medium and long term without
eroding the conditions necessary for continued
economic growth. The breakdown of these insti-
tutional structures and of the fiscal self-discipline
they had promoted resulted in the increasingly
erratic management of tax and fiscal policies dur-
ing the 1970s. A renewed commitment to these
principles, underpinned by close cooperation
between Martin and Prime Minister Jean
Chrétien, has been a decisive factor in restoring
budget balances and more coherent economic
policies during the 1990s. It has also enabled
Martin to accumulate the fiscal resources neces-
sary to reassert a stronger role for the federal gov-
ernment in coordinating economic and social
policies—despite a progressive decentralization
of fiscal power which has seen provincial own-
source revenues rise to 95 per cent of federal rev-
enues in 1999-2000. 

Unlike most finance ministers of recent
years, Martin succeeded in defining and enforc-
ing a political and economic strategy that not
only set budgetary priorities for the government,
but helped to redefine the federal government’s
role in the economy and society. The govern-
ment’s “Purple Book” of October 1994 spelled out
what remain the core policy goals of the
Chrétien-Martin Liberals:

● encouraging Canadians to adapt to new
opportunities by facilitating rather than resisting
economic change and shifting government
income support programs towards labour market
adjustment;
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Paul Martin: One for the record books

Major Major
Transfers transfers Total Public Total

to % to other % program % debt % budgetary %
persons change gov’ts change spending change charges change spending change

1993-94 37,536 26,947 120,014 37,982 157,996
1997-98 31,380 -16.4 18,722 -30.5 99,302 -17.3 37,374 -1.6 136,676 -13.5
1999-00 32,961 5.0 22,071 17.9 106,129 6.9 39,548 5.8 145,677 6.6
since ‘93 -12.2 -18.1 -11.6 4.1 -7.8

Table 1
Changes to real per capital federal spending under Chrétien government ($ 1993)
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fulfil the good intentions that Liberals have used
to justify activist government. 

Martin’s policies were and are rooted in a
fundamental rethinking of Canadian liberalism
that emphasizes the need to make economic and
social policy complement one another, rather
than function in relative isolation or even at
cross purposes. This vision of more focused, selec-
tive government intervention largely accepts the
neo-conservative critique that governments had
too often become the captives of narrow special
interests—whether the producers of public serv-
ices or client groups unrepresentative of the
broader society. However, it preserves an active
role for the federal government by emphasizing
its part in “enabling individual choice,” “over-
coming dependence” and “shared responsibility”
for adjustments to a changing world as part of a
new “balance” in the relationship between indi-
viduals and society, market and state. 

T his commitment to “selective activism” is
clearly within the mainstream of interna-

tional liberalism. Acknowledging the futility of
economic nationalism, it recognizes that the
waves of continuous economic change, spurred
by globalization and the ongoing technological
revolution, cannot be controlled by government
fiat—except at significant risk to the competitive-
ness and living standards of trade-dependent
countries such as Canada. At the same time,
Martin’s neo-liberalism roots the legitimacy of
government policies in their ability to assist citi-
zens to adapt to changing times, to share in the
emerging opportunities provided by the new
economy and to extend a helping hand to those
in greatest need. 

Except for the crash program of spending
reductions forced through as part of the govern-
ment’s deficit reduction exercise of 1994-97,
Martin has implemented these policies through a
series of incremental policy changes and exten-
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Source: Fiscal Reference Tables (Ottawa: Department of Finance, September 2000).

Major Major
Transfers transfers Total Public Total

to % to other % program % debt % budgetary %
persons change gov’ts change spending change charges change spending change

1993-94 5.2 3.7 16.6 5.2 21.8
1997-98 3.9 -25.0 2.3 -37.8 12.4 -25.3 4.7 -9.6 17.0 -22.0
1999-00 3.6 -7.7 2.4 4.3 11.7 -5.6 4.3 -8.5 16.0 -5.9
since '93 -30.8 -35.1 -29.5 -17.3 -26.6

Table 2
Changes in federal spending under the Chrétien government (per cent of GDP)

sions. The Canada Child Tax Benefit, introduced
in 1997 as part of a broader agreement with the
provinces to fight “child poverty,” has been grad-
ually expanded to become Ottawa’s third largest
transfer program—increasing family benefits not
just for low-income families but for most middle-
class families as well. Martin’s 1998 budget pack-
aged a series of tax and spending measures to
facilitate access to education, limit the growth of
student debt, and expand research funding for
Canadian universities, all of which have been
enriched in subsequent budgets. These measures
are clearly a form of chequebook federalism
intended to expand Ottawa’s direct relationship
with large numbers of Canadians. However, by
doing so in ways that expand the individual
choices and discretion of citizens, they have
enabled Martin to expand his control over the
budgetary process, and to preempt the creation
of new social entitlements and bureaucratic pro-
grams that could undermine the government’s
broader fiscal and economic agenda.

Regular Auditor General’s reports remind us
that we still live in a political culture in which
political expediency and pork barrelling often
trump good management practices, let alone
rational policy-making. However, despite occa-
sional reversals such as the HRDC slush funds
used as a political sweetener to compensate for EI
cuts after 1996, or the subsequent rollback of EI
reforms announced before last year’s election, the
policy framework reaffirmed in Martin’s annual
budgets has imposed a greater sense of focus and
discipline in federal spending than at any time
since the 1950s. 

Martin’s ability to combine fiscal and policy
discipline has depended on three main factors: tac-
tical skill in managing the budgetary process, his
ability to mobilize support for a strategic policy
vision that integrates economic and social policy
goals, and the rising tide of a growing economy.
Martin has effectively changed the budget process
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cation of the government’s priorities (and those
of his Department) with every stage of what has
become a year-round budget process. 

Martin’s success is closely linked to his polit-
ical skill in managing public opinion by careful-
ly framing the policy debate in ways that have
allowed him to reach his goals while forestalling
competing political agendas. The old Ottawa tra-
dition of budget secrecy has given way to
“Holiday Inn budgeting”—a blizzard of trial bal-
loons and calculated leaks intended to ensure
that there are no surprises and that public opin-
ion is properly prepared, tested and cultivated.
Martin has made effective use of annual fall eco-
nomic statements to manage economic expecta-
tions, outline the government’s broad priorities
and solicit feedback from a wide range of inter-
est groups through both public hearings and pri-
vate meetings. These are integrated with consis-
tent opinion polling to test possible budget mes-
sages and to identify both political opportunities
and limits. In response to growing criticism of
his fiscal sleights-of-hand, Martin has increased
confidence in his fiscal forecasts by opening the
budget process to include private sector econo-
mists. While this may not have improved their
predictive ability, it has ensured that if Martin’s
official forecasts do turn out to be wrong, his
economic cushions are clearly visible and he has
lots of company. Seen as a whole, this approach
has resulted in a more open budget process, one
in which both public opinion and major interest
groups inside and outside are engaged while
Martin calculates and defines his priorities in
consultation with the Prime Minister and senior
cabinet colleagues.

A n important part of this process has been
Martin’s tendency to build in a “consola-

tion round” to his budget process in which he
distributes the proceeds of his budgetary cush-
ions to finance the year-end spending priorities
of cabinet colleagues or to placate provincial

to make most incremental spending increases con-
tingent on sufficient economic growth to exceed
budgeted revenue targets. He has won cabinet (and
more important, prime ministerial) support for an
economic strategy that focuses most spending
growth on three main targets—education and
training, research and development, and health
care—a strategy that enables the government to
coordinate its major policy goals and stay abreast of
public opinion. Health, education and research
spending accounted for more than two-thirds of
“new” spending announced by Martin in budgets
between 1998 and 2000. By using the tax system to
increase income security spending targeted at
lower- and middle-income families, Martin has also
diffused the political outcry that might otherwise
have resulted from his diverting an average $6 bil-
lion annually in EI premiums since 1995 for other
policy purposes. 

By clearly linking targeted spending on post-
secondary education, research, innovation, infra-
structure, and income security to economic
renewal and the capacity of all Canadians to par-
ticipate effectively in society, Martin has been
able to appeal simultaneously to traditional
Liberal constituencies in the public sector, to
lower and middle-income families concerned for
their economic security, and to significant ele-
ments of the business community. This balancing
of interests has been vital in enabling the Liberals
to present themselves as a national party, despite
their continuing weakness in large parts of
Western Canada and Quebec.

M artin’s tactical ability to manage the budg-
etary process has been a vital factor not

only in reducing the deficit and recording suc-
cessive budget surpluses, but also in giving
Ottawa enough fiscal flexibility to pursue its
goals while responding to political pressures and
public priorities. 

Moving away from traditional ideas of budg-
et secrecy, Martin has integrated the communi-
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Paul Martin: One for the record books

Excise
Personal taxes Total Non- Total
income % and % tax % tax % budgetary %
taxes change duties change revenues change revenues change revenues change

1993-94 7.1 3.7 14.8 1.2 16.0
1997-98 8.1 14.1 3.5 -5.4 16.6 12.2 0.8 -33.3 17.4 8.7
1999-00 8.3 2.5 3.4 -2.9 16.4 -1.2 0.9 12.5 17.3 -0.6
since '93 16.9 -8.1 10.8 -25.0 8.1

Table 3
Changes in federal revenues as share of GDP under the Chrétien government
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dies. Unilateral federal reductions to transfer pro-
grams, while rational from the standpoint of the
government’s own budgetary management,
destabilized provincial finances and prompted
calls for greater provincial autonomy from feder-
al control.

Ironically, Martin’s sharp reductions to feder-
al-provincial transfers, an average 24 per cent cut
between 1995 and 1998, have actually given
Ottawa greater leverage over the provinces than
it has enjoyed since the 1960s. In replacing fed-
eral EPF transfers for health, social services and
post-secondary education with the Canada
Health and Social Transfer (CHST) after 1995,
Martin conceded greater discretion to the
provinces in spending the remaining transfers.
The gradual restoration of these transfer cuts has
provided Ottawa with some additional leverage—
particularly in reasserting Ottawa’s role in the
field of health policy through the exercise of the
federal spending power. 

While the relationship between federal and
provincial governments in setting clear and sus-
tainable priorities for health spending still has
not been resolved, other initiatives have con-
tributed to a more rational division of labour
between the two levels of government.
Agreements over the National Child Benefit have
allowed Ottawa to focus its priorities on income
security by expanding its refundable tax credits
for lower- and middle-income families, while
enabling the provinces to pursue a variety of
service delivery options suited to their own needs
and priorities. The new “tax on income” system
allows each province greater flexibility in deter-

demands for increased federal transfers. Off-
budget spending increases have ranged between
$3 billion and $6 billion annually since 1998—
mainly financed either by revenue windfalls
from higher than expected economic growth or
by the reallocation of Employment Insurance
surpluses and other savings to “other priorities.”
In some but not all cases, these measures have
been spread over several years, both to manage
expectations and to “smooth” the growth of fed-
eral spending. However dubious major end-of-
year spending announcements may be as a budg-
etary practice, Martin’s extensive use of these
tactics has enabled him to allocate significant
funding for his medium-term policy goals and at
the same time offer cabinet colleagues what
amounts to a consolation round for spending
proposals that didn’t make the first cut of budg-
etary priorities.

Martin has also helped to redefine the finan-
cial relationship between federal and provincial
governments in ways that give both senior levels
of government greater flexibility in dealing with
their own policy priorities, while enhancing
Ottawa’s political “visibility” in the lives of indi-
vidual Canadians. The decentralization of fiscal
and regulatory power to the provinces since the
1960s, fuelled by the formerly open-ended feder-
al transfers to the provinces, played a major role
in destabilizing the finances of both levels of
government during the 1970s and 1980s.
Ottawa’s ability to control its own finances was
seriously compromised by shared-cost programs
that gave provincial governments an incentive to
increase funding levels based on federal subsi-
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William Fielding Laurier July 1896 – Oct. 1911 15 years 2 months

King Dec. 1921 – Sept. 1925 3 years, 8 months

Total 18 years, 10 months

Sir George Foster Macdonald, Abbott May 1888 – July 1896 8 years 1 month

Thompson, Bowell,

Tupper

Sir Thomas White Borden Oct. 1911 – Aug. 1919 7 years 9 months*

Paul Martin Chrétien Nov. 1993 - ……… 7 years 7 months**

Douglas Abbott King, St.Laurent Dec. 1946 - June 1954 7 years 6 2/3 months

Michael Wilson Mulroney Sept. 1984 – Apr. 1991 6 years 7 months

James Ilsley King July 1940 – Dec. 1946 6 years 5 months

Figure 4
Longest serving finance ministers

* Including several months of health leave in 1918.
** On June 4, 2001.
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Paul Martin: One for the record books

mining its own tax rate structure, while maintaining a
more-or-less common definition of income across Canada
and a single tax collection bureaucracy for most Canadians. 

T aken together, these achievements have helped to rede-
fine the finance minister’s role within the Canadian

political system. It remains to be seen whether they are the
product of Martin’s personal political skills and his unique
relationship with Jean Chrétien—so far the only former
finance minister to become prime minister—or whether
future ministers will have the ability and the opportunity to
follow in his footsteps. 

Governments’ capacity to introduce large-scale changes
is often the by-product of political and economic crises.
Martin and Chrétien were able to use the fiscal crisis of the
early 1990s to drive through reforms to federal policies that
had eluded their predecessors for almost 20 years. It is not
yet clear whether, in the absence of a serious political chal-
lenge to their continuation in office, Martin and his succes-
sors can maintain the fiscal and political discipline to avoid
a reversion to business as usual. If Martin eventually
becomes prime minister, will he be able to find someone
with the same political and communications skills to suc-
ceed him as finance minister? 

Mr. Chrétien’s eventual successor will inherit a politi-
cal system in which power has been centralized to a
degree that many consider dangerous to the long-term

health of Canadian democracy. An imperial prime minis-
tership does allow for strong and effective management of
public policy within a framework of fiscal discipline—but
there is no guarantee that it will be used for that purpose.
Parliament’s progressive irrelevance in enforcing demo-
cratic accountability in fiscal and other matters was clear-
ly demonstrated in Martin’s failure in his latest economic
update to provide a clear financial report for the past fis-
cal year—and the relatively muted public response to this
omission. 

Maintaining public support for these policies requires
not just management, but leadership—the personal quali-
ties that inspire others to follow, not just in their own self-
interest, but in pursuit of a shared vision of the public good.
In becoming Canada’s longest-serving finance minister in
the era of big government, Paul Martin has provided that
kind of leadership. It remains to be seen whether others will
be able—or willing—to follow in his footsteps at a time
when the responsible exercise of power has become pro-
gressively more dependent on the ethical compass of politi-
cians rather than the consistent exercise of democratic
checks and balances.

Geoffrey Hale teaches political science and public administration
at the University of Lethbridge. His book The Politics of
Taxation in Canada will be published by Broadview Press later
this year.

■■ Règlement ci-joint ■■ VISA ■■ Master Card ■■ Amex

N° de la carte _______________________________________________________

Date d’échéance ____________________________________________________

■■ Facturez-moi Signature __________________________________________________________

■■ Nouveau ■■ Réabonnement ( S.V.P. inclure n° d’abonné ____________________________________ )

■■ 1 an individuel 34.95 $ + 2.45 $ TPS* “ 37.40 $**
■■ 2 ans individuel 59.95 $ + 4.20 $ TPS* “ 64.15 $**

■■ 1 an institutionnel 45.00 $ + 3.15 $ TPS* “ 48.15 $**
■■ 2 ans institutionnel 75.00 $ + 5.25 $ TPS* “ 80.25 $**

* TPS pour les commandes au Canada.
** Résidents du Québec, ajoutez 7,5 % à ce montant.

États-Unis, ajoutez 15,00 $ CDN de port par an; autres pays, ajoutez 20,00$ CDN par an.
*** Paiements en argent canadien seulement.

Nom __________________________________________________________________________________________

Compagnie ____________________________________________________________________________________

Adresse ________________________________________________________________________________________

Ville ________________________________________________ Province _______________________________

Code Postal __________________________ Téléphone ____________________________________________

Formulaire d’abonnement Options Politiques

✂

1470, rue Peel 
Bureau 200
Montréal (Québec)
Canada H3A 1T1
www.irpp.org

NOUVEAU
ABONNEZ-VOUS

EN LIGNE

OPTIONS
POLICY

POLITIQUES


