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Executive Summary

This study contrasts the economic performance in the last five pre-recession per-
iods: 1986–1989 (Mulroney), 1997–2000 (Chrétien), 2005–2008 (Martin-Harper), 
2011–2014 (Harper), and 2016–2019 (Trudeau). It includes multiple measures for 
income, labour, and business investment and focuses on comparisons between the 
most recent performance during the Trudeau period (2016–2019) and the previous 
four periods given the dramatic changes in fiscal and regulatory policies introduced 
by the Trudeau government. This is not, however, meant to imply that all variations 
in economic performance are caused by federal policies. Indeed, provincial and local 
government policies are also of great importance as are exogenous factors outside 
the direct control of government.

(1) Income
The broadest measure of income is gross domestic product (GDP). The Chrétien 
period experienced the highest average annual rates (adjusted for inflation) of both 
overall GDP growth (4.6%) and per-person GDP growth (3.7%). The Trudeau per-
iod recorded the lowest rates for both: 2.1% for overall GDP growth and 0.8% for 
per-person GDP growth. To put this in perspective, inflation-adjusted average annual 
GDP growth was 2.2 times greater during the Chrétien era than in the Trudeau era, 
and 4.8 times greater when comparing per-person (inflation-adjusted) GDP growth.

Three narrower measures of income (market income, total income, and after-tax 
income) were also examined for families and individuals. The Chrétien period rec-
ords the highest average annual increases for all three categories of income for both 
families and individuals. In contrast, the Trudeau period records the lowest average 
annual rates of growth in three of the six measures and ties for the lowest in another. 
Average growth in after-tax income for families and individuals are the only measures 
for which a lower average annual growth rate is recorded during a different period, 
specifically during the Mulroney period. (The Trudeau period ranks second lowest 
for both measures).

(2) Labour
Unemployment rates are the most commonly cited measure for labour-market per-
formance. It is the ratio or percentage of unemployed people compared to the labour 
force, which is the population 15 years of age and over who were either employed 
or unemployed during the reference period. Part of the challenge in comparing 
unemployment rates across time is that the ratio of people active in the labour market 



ii  •  Comparing Economic Performance in Five Pre-Recession Periods  •  Clemens, Palacios, Veldhuis

fraserinstitute.org

(labour force participation rate) changes. After peaking in 2003 at 67.6%, the labour 
force participation rate has fallen rather consistently to 65.7% in 2019. In other words, 
there is a smaller share of the population over the age of 15 active in the labour market.

Understanding this dynamic is important because it explains the apparent contra-
diction between the comparatively low unemployment rates during the Martin-
Harper and Trudeau periods with the relatively low rates of private-sector job creation 
during these same periods. The average annual growth in private-sector employment 
during the Martin-Harper (1.3%), Harper (1.5%), and Trudeau (1.5%) periods is less 
than half that of the Mulroney period (3.3%), which is the highest of the five periods. 

The average labour force participation rate during the Trudeau period (2016–2019) 
was 65.7% compared to 67.3% during the Martin-Harper period. Had the Trudeau 
period maintained a labour force participation rate similar to that of the Martin-
Harper period, an extra 448,000 to 576,000 workers would have been employed or 
looking for work. But as already presented, the Trudeau period experienced compara-
tively weak growth in private-sector employment. Assuming the growth in private- 
and public-sector employment remained the same, the revised average unemploy-
ment rate for the Trudeau period would have been 8.5% instead of the actual reported 
6.2%, which is higher than the average unemployment rate in any of the other periods.

The comparative results for the labour section are less decisive than those for income 
and business investment, in part because of the effect of the changes in labour force 
participation over the periods. In sum, however, the Trudeau, Harper, and Martin-
Harper periods experienced lower rates of private-sector job creation than the 
Mulroney and Chrétien periods. This was somewhat offset by the lower average 
unemployment rates enjoyed during both the Martin-Harper and Trudeau periods. 
However, as noted previously, part of the explanation for the lower unemployment 
rate in the Trudeau period is the decline in labour force participation.

(3) Business Investment
The third area of analysis is business investment. The broadest measure of business 
investment includes residential and non-residential structures (e.g., factories and 
commercial space), machinery and equipment, and intellectual property. The highest 
average annual rate of growth is recorded during the Mulroney period (8.1%) though 
the average rate of growth during the Chrétien era is fairly close (7.5%). On average, 
total business investment declined by 0.2% during the Trudeau period.

It is important to recognize that the decline in business investment, broadly measured, 
extends well beyond the energy sector. Indeed, an analysis in 2018 of business invest-
ment in Canada between 2014 and 2017 found that roughly two thirds of Canada’s 15 
main industries experienced declines in business investment.
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Canada, like many industrialized countries, has experienced a boom in residential 
construction. The highest rate of average growth in business investment excluding 
residential construction is recorded during the Chrétien era (9.2%) though the rates 
experienced during the Mulroney (8.0%), Martin-Harper (7.0%), and Harper (6.8%) 
eras are comparable. On average, business investment (minus residential construction 
and adjusted for inflation) declined during the Trudeau period (2016–2019) by 0.9%.

The final measure for business investment includes only non-residential structures 
like factories, machinery, and equipment. The highest average annual rate of growth 
in this measure of business investment is recorded during the Chrétien period (9.3%) 
but the rates experienced during the Mulroney (8.2%), Martin-Harper (7.7%), and 
Harper (7.9%) periods are comparable. On average, business investment declined 
by 1.5% per year during the Trudeau period.

Of the three areas of economic performance evaluated in this essay, business invest-
ment is by far the weakest for the Trudeau period both in absolute terms (recorded 
declines) and compared to the previous four periods of Harper, Martin-Harper, 
Chrétien, and Mulroney.

Conclusion
While there are a number of factors to consider when comparing economic perform-
ance, particularly with respect to those factors within the control of governments 
(that is, policy) and those beyond the control of governments, it is fairly clear from 
the data presented that the economic performance of Canada was weakest during 
the 2016–2019 period compared to the previous pre-recession periods. The rates of 
income growth are clearly lower during the 2016–2019 period and business invest-
ment has actually declined. And while unemployment rates were lower during the 
2016–2019 period, the explanation for this positive performance at least partially 
depends more on declining levels of labour force participation than it does to pri-
vate-sector job creation. Indeed, private-sector job growth during the Trudeau per-
iod was decidedly lower than the rates experienced during either the Mulroney or 
Chrétien periods. Simply put, of the five pre-recession periods covering the gov-
ernments of Mulroney, Chrétien, Martin, Harper, and Trudeau, it is the latter that 
records the weakest in terms of income growth, labour market performance, and 
business investment.
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Introduction

By most accounts, the federal government is poised to introduce major new 
deficit-financed spending initiatives and transformative economic policies in the next 
budget1 and perhaps in a federal election.2 These proposals are premised on the effi-
cacy of such reforms as well as their future contributions to the country’s prosperity. 
Since its election in 2015, the current federal government has dramatically changed 
fiscal and regulatory policies put in place by its predecessors, both the Tories and 
previous Liberal governments.3 It is, therefore, instructive to compare the economic 
performance of the current government with that of previous governments to gauge 
the degree to which the economy has improved, or not, in response to the markedly 
different policies of the current federal government.

This is not, however, meant to infer that any changes in economic performance are 
entirely and exclusively explained by changes in the federal government’s policies. 
Indeed, provincial and local government policies are also important. Moreover, there 
are larger exogenous factors and trends that also need to be accounted for when con-
sidering why economies fluctuate over time, both in absolute and comparative terms.4 

Scope of the study
This analysis covers five pre-recession periods under five prime ministers. Figure 1 
shows the change in quarterly (annualized rates) gross domestic product (GDP), 
adjusted for inflation, from 1985 to 2020. The recessions of 1990/91, 2008/09, 2015, 
and 2020 are fairly easy to see in the data. And, while not technically a recession, the 
last quarter of 2000 through the entirety of 2001 was a period of comparatively weak 
GDP growth, often referred to as the “2001 slowdown”. Indeed, the average quarterly 
rate of annualized growth over this period was just 0.3% and the economy actually 
contracted in the third quarter of 2001.

These four periods of economic contraction or recession, coupled with the economic 
slowdown in 2001 provide an opportunity to compare the economic performance of 
the country in the periods preceding them. Table 1 shows the five periods examined 
in the study and the prime ministers linked with each period. In each case, the study 
evaluates economic performance in the four-year period preceding the recession. 

There are two important caveats for the period from 2005 to 2008 that preceded the 
2008/09 recession. First, the decline in economic growth began in the fourth quarter 
of 2008. However, in analyzing the periods before the recession, it was deemed more 
appropriate to include 2008 in its entirety rather than end the period of analysis in 2007. 
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Second, Paul Martin was the prime minister in 2005 with Stephen Harper winning 
power, albeit in a minority government, in early 2006. Throughout the analysis, this 
period is referred to as the Martin-Harper period to distinguish it from the next period 
of analysis (2011–2014), which was exclusively under Prime Minister Harper.

Three broad areas of economic performance are evaluated: (1) income, (2) labour, and 
(3) business investment. In each section, multiple measures are provided to ensure a 
comprehensive assessment of performance. Please note that more emphasis is placed 
on comparing the most recent period, 2016–2019 (Trudeau), with the four previous 
periods, given both the changes in federal policy starting in 2015 and the potentially 
dramatic changes being contemplated currently.

Table 1: Periods and governments analyzed in this study

Four-year period Prime Minister

1986–1989 Brian Mulroney

1997–2000 Jean Chrétien

2005–2008 Paul Martin / Stephen Harper

2011–2014 Stephen Harper

2016–2019 Justin Trudeau
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Figure 1: Change (%) in quarterly real GDP (annualized rates), 1985–2020
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Sources: Statistics Canada, table 36-10-0104-01: Gross domestic product, expenditure-based, Canada, quarterly (x 1,000,000), 
<https://www150.statcan.gc.ca/t1/tbl1/en/tv.action?pid=3610010401>; calculations by authors.

Quarters (Q1 1985 – Q2 2020)
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	 1	 Income

Gross domestic product (GDP)
The broadest measure of income, and the one most frequently reported in the news 
is gross domestic product (GDP). Figure 2a illustrates the average annual change in 
GDP (adjusted for inflation) for the five periods. The Chrétien period clearly experi-
enced the highest average annual rate of GDP growth (4.6%) compared to other per-
iods. Indeed, the second-highest average annual rate of increase in GDP was during 
the Mulroney period but it was over 30% lower than the rate in the Chrétien period. 
The lowest average annual rate of increase in GDP was recorded during the Trudeau 
period (2.1%), though the rate was only slightly less than the Martin-Harper period 
(2.2%). For perspective, the average annual growth rate in GDP during the Chrétien 
era was 2.2 times greater than the comparable rate during the Trudeau era.

The results for changes in GDP are even more stark when changes in population are 
accounted for. Figure 2b illustrates the average annual change in GDP per person 
(adjusted for inflation) for the comparable pre-recession periods outlined in table 1. 
The Chrétien period again records the highest average annual rate of growth: GDP 
per person (adjusted for inflation) was 3.7%. And, the Trudeau period again records 
the lowest average annual rate of growth: GDP per person grew only 0.8%.
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Figure 2a: Average annual change (%) in real GDP
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Sources: Statistics Canada, table 36-10-0104-01: Gross domestic product, expenditure-based, Canada, quarterly 
(x 1,000,000), <https://www150.statcan.gc.ca/t1/tbl1/en/tv.action?pid=3610010401>; calculations by authors.
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The gap between the average rate during the Chrétien period and the other four per-
iods observed in figure 2a increases in figure 2b. In other words, the increases in GDP 
per person were comparatively greater during the Chrétien period than when average 
changes in GDP were compared. Consider, for instance, that the gap between the 
Chrétien era and the Trudeau era increases from 2.2 times for the average change in 
GDP to 4.8 times for the average change in per-person GDP.

The difference between figures 2a and 2b is that the latter accounts for changes in 
population. In other words, the poorer performance of the Trudeau period for aver-
age annual growth in per-person GDP compared to the other periods is rooted in the 
fact that the Trudeau period experienced higher rates of population growth. Figure 3 
illustrates the average annual rates of total population growth as well as population 
growth for those over the age of 15, understood as the working-age population. The 
Trudeau period experienced higher rates of population growth (annual averages) than 
any other period except for the Mulroney period. Higher rates of population growth 
are normally associated with higher rates of total economic growth;5 however, as 
illustrated in figure 2a, the Trudeau period recorded the weakest economic growth 
as measured by changes in GDP, on average, compared to the other four periods. 

Income of economic families and individuals
A second set of income measures is also presented that more narrowly look at the 
income of families and individuals, based on data from Statistics Canada.6 According 
to Statistics Canada, an “economic family is a group of two or more persons who live 
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Sources: Statistics Canada, table 36-10-0104-01: Gross domestic product, expenditure-based, Canada, quarterly 
(x 1,000,000), <https://www150.statcan.gc.ca/t1/tbl1/en/tv.action?pid=3610010401>; calculations by authors.
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in the same dwelling and are related to each other by blood, marriage, common-law, 
adoption or a foster relationship”.7 Alternatively, a person not living in an economic 
family is either single and living alone, or single and living in a situation with other 
people who are not related by blood, marriage, common-law, and so on, like, for 
example, those who are roommates.8

There are three measures of income for both economic families and individuals (per-
sons not living in an economic family). The first is market income, which includes 
earnings (from employment and net self-employment), net investment income, pri-
vate retirement income, and the items under other income. This is also referred to as 
income before taxes and government transfers. The second measure is total income 
and includes income from all sources including government transfers. In other words, 
total income combines market income with transfers from government. The third 
measure adjusts for income taxes and is referred to as after-tax income. It is calcu-
lated using total income minus income taxes. All these measures are presented after 
adjusting for inflation. Unfortunately, data for 2019 were not available at the time of 
writing. The analysis was, therefore, adjusted to reflect three-year periods that exclude 
the years just prior to each recession (that is, 1990, 2000, 2008, 2014, and 2019).9

Income of economic families 
Figure 4a depicts the average annual change in market income for economic families 
for the five periods of analysis. The pattern is quite similar to those observed when 
changes in GDP were measured (figures 2a and 2b). The average annual increase in 
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Sources: Statistics Canada, table 17-10-0005-01: Population estimates on July 1st, by age and sex. 
<https://www150.statcan.gc.ca/t1/tbl1/en/tv.action?pid=1710000501>; calculations by authors.
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market income for economic families is highest during the Chrétien period (3.5%) 
and lowest during the Trudeau period (1.2%). The average annual rate of growth 
during the Chrétien era exceeds the average annual rate during the Trudeau era by 
2.9 times (3.5% compared to 1.2%). 

Similar patterns are observed when we measure total income and after-tax income. 
Figure 4b illustrates the average annual change in total income (market income plus 
government transfers) for economic families for the four periods of analysis. Again, 
the average annual rates of increase in total income for families is greatest during the 
Chrétien period and weakest during the Trudeau period. The average growth rate 
during the Chrétien era is 2.3 times greater than the average rate recorded during 
the Trudeau era.

The Trudeau period compares poorly to the other periods with a comparatively low 
average annual increase in total income for economic families (1.2%), which is import-
ant to note given the increase in federal government transfers introduced by the 
Trudeau government.10 In other words, despite the marked increases in transfers to 
families with children by the Trudeau government, its comparative rate of average 
growth (annual) in total income for economic families remains weak compared to 
the Mulroney, Chrétien, Martin-Harper, and Harper periods.

0

1

2

3

4

5

2016–2019
Trudeau

2011–2014
Harper

2005–2008
Martin-Harper

1997–2000
Chrétien

1986–1989
Mulroney
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Note: Since data for 2019 were not available, the analysis was adjusted to reflect three-year periods that exclude the 
years just prior to each recession (that is, 1990, 2000, 2008, 2014, and 2019).

Sources: Statistics Canada, table 11-10-0190-01: Market income, government transfers, total income, income tax and 
after-tax income by economic family type, <https://www150.statcan.gc.ca/t1/tbl1/en/tv.action?pid=1110019001>; 
calculations by authors.
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Finally, figure 4c shows the average annual change in after-tax income, calculated 
by deducting income taxes from total income (market income plus government 
transfers). The pattern is generally similar to previous analyses. The average annual 
increase in after-tax income experienced during the Chrétien era (3.1%) exceeds the 
rates for the other periods. The lowest average annual increase in after-tax income for 
economic families occurs during the Mulroney period, though the Trudeau period 
(2016–2018) is only marginally higher (1.2% compared to 1.0%). 

Income of individuals
The results when individuals rather than economic families are analyzed are basic-
ally the same as those for economic families. In general, the annual average rates 
of growth of income are highest during the Chrétien period (1997–1999) and low-
est during the Trudeau period (2016–2018), though the Mulroney period is also 
decidedly weak.

Figure 5a illustrates the average annual change in market income for individuals for the 
five respective periods. The average rate of growth in market income for individuals 
is greatest during the Chrétien period (4.5%) and weakest during the Trudeau period 
(0.6%), though the average rate during the Mulroney period (0.7%) is roughly the 
same as during the Trudeau period. The rate of growth during the Chrétien period is 
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Note: Since data for 2019 were not available, the analysis was adjusted to reflect three-year periods that exclude the 
years just prior to each recession (that is, 1990, 2000, 2008, 2014, and 2019).

Sources: Statistics Canada, table 11-10-0190-01: Market income, government transfers, total income, income tax and 
after-tax income by economic family type, <https://www150.statcan.gc.ca/t1/tbl1/en/tv.action?pid=1110019001>; 
calculations by authors.
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Note: Since data for 2019 were not available, the analysis was adjusted to reflect three-year periods that exclude the 
years just prior to each recession (that is, 1990, 2000, 2008, 2014, and 2019).

Sources: Statistics Canada, table 11-10-0190-01: Market income, government transfers, total income, income tax and 
after-tax income by economic family type, <https://www150.statcan.gc.ca/t1/tbl1/en/tv.action?pid=1110019001>; 
calculations by authors.
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Note: Since data for 2019 were not available, the analysis was adjusted to reflect three-year periods that exclude the 
years just prior to each recession (that is, 1990, 2000, 2008, 2014, and 2019).

Sources: Statistics Canada, table 11-10-0190-01: Market income, government transfers, total income, income tax and 
after-tax income by economic family type, <https://www150.statcan.gc.ca/t1/tbl1/en/tv.action?pid=1110019001>; 
calculations by authors.

0.7%

4.5%

2.1%

0.6%

1.2%



Clemens, Palacios, Veldhuis  •  Comparing Economic Performance in Five Pre-Recession Periods  •  9

fraserinstitute.org

8.0 times greater than the rate during the Trudeau period (4.5% compared to 0.6%). 
Indeed, the growth experienced during the Chrétien era is substantially above the 
rates recorded in all the other periods.

Figure 5b shows the average annual change in total income, which includes govern-
ment transfers for individuals during the five periods. While the pattern remains 
basically the same—highest average annual growth during the Chrétien era—the 
Mulroney, Harper, and Trudeau periods all record the same average annual change 
in total income for individuals, 0.9%, the lowest average rate. The gap between 
the highest average annual growth rates (Chrétien) and the lowest narrows when 
government transfers are included. Specifically, the average annual growth in total 
income during the Chrétien period is 3.4 times that of the Mulroney, Harper, and 
Trudeau periods.

Finally, figure 5c illustrates the average annual change in after-tax income for indi-
viduals. As in figure 4c, the lowest average annual rate of growth in after-tax income 
for individuals occurs during the Mulroney period. The average annual change in 
after-tax income for individuals during the Trudeau period was 0.7%, some 2.3 times 
greater than the rate recorded during the Mulroney period. However, the Trudeau 
period’s annual average rate of change in after-tax income (0.7%) is well below the 
rates from either the Chrétien period (2.4%) or the Martin-Harper period (1.9%). 
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Note: Since data for 2019 were not available, the analysis was adjusted to reflect three-year periods that exclude the 
years just prior to each recession (that is, 1990, 2000, 2008, 2014, and 2019).

Sources: Statistics Canada, table 11-10-0190-01: Market income, government transfers, total income, income tax and 
after-tax income by economic family type, <https://www150.statcan.gc.ca/t1/tbl1/en/tv.action?pid=1110019001>; 
calculations by authors.
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Indeed, the average annual increase experienced during the Chrétien period, which 
is again the highest of the periods analyzed, is 3.3 times greater than the comparable 
rate during the Trudeau period.

Regardless of which measure of income is used, whether it is a broad measure such as 
GDP or more narrow measures such as market income for economic families, several 
results hold when comparing the five periods. First, the growth rates are always high-
est during the Chrétien period (1997–2000 or 1997–1999). Second, the growth rates 
are generally lowest during the Trudeau period (2016–2019 or 2016–2018) except 
for the average annual growth in after-tax income for families and individuals. And 
three, the gap between the Trudeau and Chrétien periods is often times quite sizeable.
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Note: Since data for 2019 were not available, the analysis was adjusted to reflect three-year periods that exclude the 
years just prior to each recession (that is, 1990, 2000, 2008, 2014, and 2019).

Sources: Statistics Canada, table 11-10-0190-01: Market income, government transfers, total income, income tax and 
after-tax income by economic family type, <https://www150.statcan.gc.ca/t1/tbl1/en/tv.action?pid=1110019001>; 
calculations by authors.
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	 2	 Labour Markets

Several measures are used to gauge the health and performance of Canada’s labour 
market during the five periods of analysis. The first measure is unemployment, which 
is the most widely reported and discussed labour-market measure. The unemploy-
ment rate, as defined by Statistics Canada, is the number of unemployed persons 
expressed as a percentage of the labour force.11 An unemployed person is defined as 
someone who is (1) temporarily laid off with an expectation of a recall and available 
for work; (2) without work and actively looking for work; and (3) had a new job 
within four weeks of the reference week and were available for work.12

Figure 6 shows the average unemployment rate for the five reference periods. The 
Trudeau period records the lowest average annual unemployment rate of 6.2%, though 
it is essentially the same as the average annual rate from the Martin-Harper period 
(6.3%). Both the average Martin-Harper and Trudeau rates are materially below the 
average unemployment rates of the Mulroney (8.4%) and Chrétien (8.0%) periods. 

There is, however, a question about the degree to which the unemployment rate 
alone is an accurate barometer of the overall labour market or the broader econ-
omy.13 A critical consideration in answering this question is understanding how the 
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Note: The unemployment rate is the number of unemployed persons expressed as a percentage of the labour force. 
Estimates are percentages, rounded to the nearest tenth.
Sources: Statistics Canada, table  14-10-0018-01: Labour force characteristics by sex and detailed age group, annual 
(x 1,000), <https://www150.statcan.gc.ca/t1/tbl1/en/tv.action?pid=1410001801>; calculations by authors.

8.4%
8.0%

6.3% 6.2%

7.2%



12  •  Comparing Economic Performance in Five Pre-Recession Periods  •  Clemens, Palacios, Veldhuis

fraserinstitute.org

unemployment rate is measured. As noted above, the unemployment rate is the ratio 
or percentage of unemployed people compared to the labour force. Statistics Canada 
defines the labour force as the civilian population 15 years of age and over who were 
either employed or unemployed during the reference week.

Part of the challenge in comparing unemployment rates across time is that the ratio 
of people active in the labour market—what is referred to as the labour force par-
ticipation rate—is changing. More specifically, the labour force participation rate is 
the ratio of people employed or unemployed relative to the total population 15 years 
and older. Figure 7 shows the labour force participation rate starting in 1990 through 
to 2019. After peaking in 2003 at 67.6%, it fell rather consistently to 65.7% in 2019. 
In other words, there is a smaller share of the population over the age of 15 active in 
the labour market.

Understanding this dynamic is important because it explains the apparent contra-
diction between the unemployment rates (figure 6) and the private-sector job cre-
ation rates depicted in figure 8. While Canadians enjoyed lower unemployment rates 
in the Martin-Harper and Trudeau periods compared to the Mulroney, Harper, and 
Chrétien periods, exactly the opposite result emerges for average annual rates of 
private-sector job creation. The average annual growth in private-sector employ-
ment during the Martin-Harper (1.3%), Harper (1.5%) and Trudeau (1.5%) periods 
is less than half that of the Mulroney period (3.3%), which is the highest of the five 
periods. The average annual growth rate for private-sector employment during the 
Martin-Harper era (1.3%) is less than half the rate of the Chrétien era (2.9%), while 
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Sources: Statistics Canada, table 14-10-0023-01: Labour force characteristics by industry, annual (x 1,000). 
<https://www150.statcan.gc.ca/t1/tbl1/en/tv.action?pid=1410002301>; calculations by authors.
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the corresponding rate during the Trudeau era (1.5%) is slightly more than half the 
rate of the Chrétien era. One of the reconciling explanations for this apparent con-
tradiction is the change in the labour force illustrated in figure 7.

The effect of the falling labour force participation rate can be better explained using 
the Trudeau period as an example. The average labour force participation rate dur-
ing the Trudeau period (2016–2019) was 65.7% compared to 67.3% during the 
Martin-Harper period. This means the labour force would have been 1.6 percentage 
points larger during the Trudeau period had it maintained a labour force partici-
pation rate similar to that of the Martin-Harper period. This translates to between 
448,000 and 576,000 extra workers either employed or looking for work. But, as 
already presented, the Trudeau period experienced comparatively weak growth in 
private-sector employment (figure 8). Thus, unless gains in private-sector employ-
ment were stronger or the increases in public-sector employment even higher (fig-
ure 9), the unemployment rate during the Trudeau period would have been higher 
given the extra workers implied by a higher labour force participation rate. More 
specifically, assuming the growth in private- and public-sector employment was not 
affected by the larger number of workers, the revised average unemployment rate for 
the Trudeau period would have been 8.5% instead of the actual reported 6.2%, which 
is higher than the average unemployment rate in any of the other periods (figure 6). 

Thus, part of the reason for the lower unemployment rate during the Trudeau era is 
simply that fewer people over the age of 15 were active in the labour market, mean-
ing that less job creation was required (for any given level of the unemployment rate) 
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Sources: Statistics Canada, table 14-10-0027-01: Employment by class of worker, annual (x 1,000), 
<https://www150.statcan.gc.ca/t1/tbl1/en/tv.action?pid=1410002701>; calculations by authors.
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relative to the population than in previous periods when more people (as a share of 
the population) were active in the labour market. Another important explanation—
one that relates to the nature of the jobs being created—is employment in govern-
ment, or what is referred to as public-sector employment. 

In 2019, roughly one-in-five jobs in Canada were in the public or government sector. 
This includes all three levels of government (federal, provincial, and local) as well 
as government agencies, crown corporations, and government-funded institutions 
such as universities and hospitals. Figure 9 illustrates the average annual change in 
public-sector employment for the periods of analysis. Public-sector employment, 
again broadly defined, grew strongest during the Martin-Harper era (2.6%) and was 
lowest during the Harper period (0.9%), though the average annual rate of growth 
was comparable to the Chrétien period (1.0%).14

The comparative results from our discussion of labour markets are less decisive than 
those for income (section 1) and business investment (section 3), in part because of 
the effect of the changes in labour force participation over the periods. In sum, how-
ever, the Trudeau, Harper, and Martin-Harper periods experienced lower rates of 
private-sector job creation compared to the Mulroney and Chrétien periods. This 
was somewhat offset by the lower average unemployment rates enjoyed during both 
the Martin-Harper and Trudeau periods. However, as noted previously, part of the 
explanation for the lower unemployment rate in the Trudeau period is the decline 
in labour force participation.
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Sources: Statistics Canada, table  14-10-0027-01: Employment by class of worker, annual (x 1,000), 
<https://www150.statcan.gc.ca/t1/tbl1/en/tv.action?pid=1410002701>; calculations by authors.
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	 3	 Business Investment

The third area of analysis is business investment, which most economists agree is critic-
ally important to both short- and longer-term economic growth and prosperity.15 It is in 
business investment that the differences in economic performance between the recent 
Trudeau period (2016–2019) and the other four periods of comparison are greatest.16

Figure 10a illustrates the average annual change in total business investment (adjusted 
for inflation) for the five periods. This measure, the broadest available, includes invest-
ments in residential and non-residential structures (e.g., factories and commercial 
space), machinery and equipment, and intellectual property. The highest average 
annual rate of growth is recorded during the Mulroney period (8.1%) though the 
average rate of growth during the Chrétien period is fairly close (7.5%). On average, 
total business investment declined by 0.2% during the Trudeau period.17

It is important to recognize that the decline in business investment, broadly measured, 
extends well beyond the energy sector. Indeed, an analysis in 2018 of business invest-
ment in Canada between 2014 and 2017 found that roughly two thirds of Canada’s 15 
main industries experienced declines in business investment, including mining, and 
oil and gas extraction, wholesale trade, accommodation and food services, utilities, 
professional services, and manufacturing.18
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Figure 10a: Average annual change (%) in total business investment
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Sources: Statistics Canada, table 36-10-0222-01: Gross domestic product, expenditure-based, provincial and territorial, 
annual (x 1,000,000), <https://www150.statcan.gc.ca/t1/tbl1/en/tv.action?pid=3610022201>; calculations by authors.
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Canada, like many industrialized countries, has experienced a boom in residential 
construction. Figure 10b illustrates the average annual change in business investment 
when investment in residential structures is excluded. The highest rate of average 
growth is recorded during the Chrétien era (9.2%) though the rates experienced 
during the Mulroney (8.0%), Martin-Harper (7.0%), and Harper (6.8%) eras are 
comparable. On average, business investment (minus residential construction and 
adjusted for inflation) declined during the Trudeau period. Specifically, business 
investment (excluding residential construction) declined, on average, by 0.9% per 
year during the Trudeau era (2016–2019).

Finally, Figure 10c focuses more narrowly on business investment in non-residential 
structures and machinery and equipment. The pattern is similar to that observed pre-
viously in figure 10b: the highest average annual rate of growth in business investment 
when only investment in non-residential structures, machinery, and equipment are 
included is recorded during the Chrétien period (9.3%) but the rates experienced during 
the Mulroney (8.2%), Martin-Harper (7.7%), and Harper (7.9%) periods are comparable. 
During the Trudeau period, on average business investment declined by 1.5% per year.

Of the three areas of economic performance evaluated in this essay, business invest-
ment is by far the weakest for the Trudeau period both in absolute terms (recorded 
declines) and compared to the previous four periods of Harper, Martin-Harper, 
Chrétien, and Mulroney.
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Sources: Statistics Canada, table 36-10-0222-01: Gross domestic product, expenditure-based, provincial and territorial, 
annual (x 1,000,000), <https://www150.statcan.gc.ca/t1/tbl1/en/tv.action?pid=3610022201>; calculations by authors.
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Conclusion

While there are a number of factors to consider when comparing economic perform-
ance, particularly those factors within the control of governments (that is, policy) 
and those beyond the control of governments, it is fairly clear from the data pre-
sented that the economic performance of Canada was weakest during the period from 
2016 to 2019 compared to the previous pre-recession periods.19 The rates of income 
growth are clearly lower during the 2016–2019 period and business investment has 
actually declined. And, while unemployment rates were lower during the 2016–2019 
period, this positive performance owes more to declining levels of labour force par-
ticipation and public-sector job growth than it does to private-sector job creation.20 
Indeed, private-sector job growth during the Trudeau period was decidedly lower 
than the rates during either the Mulroney or Chrétien periods. Simply put, of the 
five pre-recession periods covering the governments of Mulroney, Chrétien, Martin, 
Harper, and Trudeau, it is the latter that the data show to be weakest for income 
growth, labour-market performance, and business investment.
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Sources: Statistics Canada, table 36-10-0222-01: Gross domestic product, expenditure-based, provincial and territorial, 
annual (x 1,000,000), <https://www150.statcan.gc.ca/t1/tbl1/en/tv.action?pid=3610022201>; calculations by authors.
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