




















































































































































A call for fiscal discipline
In this letter to King Louis XVI of France, written  
in August 1774, Anne-Robert-Jacques Turgot,  
the newly appointed finance minister, proposes 
three principles by which to achieve a recovery of 
the French national finances:
• No national bankruptcy
• No further increase in taxes
• No new loans

This document is held in the French National Archives in Paris. Image taken from the French National Archives Photography Studio. 



The debate between those who argue 
that imposing fiscal discipline will damage 
an economy and those who suggest that 
balanced budgets are, to the contrary, a 
key requirement for a vibrant economy is 
not a new one. Jacques Turgot (1721–
1781) clearly belonged to the proponents 
of fiscal discipline. He recognized that 
high debt was a major threat, and that 
raising taxes was not a true solution to 
the budget problem.

At the time Turgot was appointed as 
finance minister by King Louis XVI in 
1774, France was ridden with debt. The “ancien 
regime” meant that the burden of taxes weighed 
solely on the “Tiers Etat” (i.e. the normal citizens, 
rather than the nobility), and was thus a major disin-
centive to economic activity. In his letter to the King  
(a facsimile of which is shown overleaf), Turgot 
argues with great clarity that, if the economy is to 
thrive, public finances must be balanced and that this 
must, moreover, be achieved without resorting to the 
usual “tricks” of ever-increasing taxes, continued bor-
rowing or default and bankruptcy. Instead, Turgot 
emphasizes that spending must be reduced substan-
tially and kept below revenues for a prolonged period. 
He also argues that it is most effective to cut public 
spending across the board, rather than selectively, 
and that expenditures should be strictly controlled by 
the finance minister. Both prescriptions suggest that 
Turgot knew that one of the keys to successful fiscal 
consolidation is to reign in special interests.

Turgot also knew that balancing the budget is a pre-
condition, but not an ultimate solution to revitalizing the 
economy. A prominent representative of the economic 
and philosophical school of the Physiocrats, whose 
motto was the famous “laisser-faire, laisser-passer,” 
Turgot believed that freedom of trade, especially in 
grains, as well as in industry, in combination with fiscal 
reform was the key to economic health. Turgot’s letter 

calls for a commitment to sound public 
finances as a prerequisite for any kind of 
reform, but his letter is also a clarion call 
for freeing up markets and reducing 
abuses by the privileged classes.

During his tenure, Turgot indeed suc-
ceeded in reducing the deficit by cutting 
spending and by initiating some changes 
in the tax system, which made it both 
fairer and less burdensome. Both actions 
contributed to a significant reduction in 
France’s borrowing costs. By 1776, 
Dutch bankers were once again willing to 

provide credit to France at the fairly low rate of 4%.
Like many reformers, Turgot faced serious opposi-

tion and was not able to hold on to power for long.  
He was dismissed just two years after being 
appointed. While the immediate circumstances of his 
dismissal are not known, it is clear that his reforms 
were strongly opposed by influential courtiers sur-
rounding the king and queen. He was also blamed for 
the rising grain prices that resulted from the poor har-
vest of 1774 and which led to a series of revolts. Fol-
lowing Turgot’s dismissal, French public finances once 
again deteriorated. By the spring of 1789, funds were 
so short that King Louis XVI was forced to summon 
the “Etats généraux” (Estates-General), which was 
one of the main catalysts of the French Revolution.

Although written more than 200 years ago, Turgot’s 
arguments remain highly relevant today. While his 
answers to the debt problem sound ever so straight-
forward, they still capture the essence of the issue: 
governments cannot persistently spend more than the 
funds they raise. If they do, the economic – and ulti-
mately political – consequences will be severe. But 
balancing the budget is not enough: As Turgot knew, 
and as we argue in our Debt Manifesto, the key is  
ultimately to find ways to revitalize the economy.
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