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INTRODUCTION
Tuesday’s budget marked the end of the important first phase for the Trudeau government, coming 109 days 
after the Speech from the Throne launched the new government’s agenda. This week’s budget is the next 
major expression of its goals, priorities, and vision.

It is hard to overstate the significance of this roughly three-and-a-half month period between the Throne 
Speech and budget. It was an opportunity to refine the government’s thinking and focus its goals, especially 
in the face of deteriorating fiscal circumstances. It was also a chance to determine its priorities not just for 
the next 12 months but for the duration of the government’s mandate.

The authors of this document have worked independently and are solely responsible for the  
views presented here. The opinions are not necessarily those of the Macdonald-Laurier Institute,  

its Directors or Supporters.

#14 IN A 
SERIES

5 Years of True North in Canadian Public Policy

March 2016



COMMENTARY:  From a Mandate for Change to a Plan to Govern:  
The Federal Budget and the Start of the New Government’s Next Phase

2

The Macdonald-Laurier Institute’s mission is to help to inform sound public policy at the federal level. Our 
essay series, From a Mandate for Change to a Plan to Govern, has sought to help the government develop 
its policy agenda over this formative period.

The series is composed of policy essays on 13 key areas for the new government, ranging from the Syrian 
refugee crisis to carbon pricing to supporting the middle class. The goal has been to draw on the best 
research and evidence to put forward concrete recommendations to support the Trudeau government as it 
prepares its governing agenda. 

The government wants to improve Canadian public infrastructure? We put forward three recommendations 
to achieve this objective. It said it wants to strengthen bilateral relations with the United States? We developed 
five recommendations for the government to adopt. 

These recommendations have been constructive and doable and put forward in a spirit of good will. Some 
are reflected in the recent budget. Others have yet to be taken up by the government. 

Yet it is still early days. The budget has strengths and weaknesses but there remains plenty of time for 
fresh thinking and sound policy. Consider that Sir Wilfrid Laurier, Justin Trudeau’s second favourite prime 
minister, did not add new provinces, settle record levels of immigrants, establish the Canadian navy, and 
reform federal tariffs in just 109 days. 

This final essay – #14 in the series – evaluates this week’s budget and identifies where there remains work 
to be done. The budget refers to the “middle class” 111 times (not including the title). It sets out some 
elements of a real pro-opportunities agenda such as investments in core public infrastructure and early 
childhood learning in Indigenous communities. But it is lacking in other areas – namely its return to long-
term deficit spending. 

Protracted deficit spending is the major story out of Tuesday’s budget. The case for deficit spending of the 
magnitude and duration set out in the budget is weak considering that the economy is growing and the 
regionalized slowdown is a result of global commodity prices rather than a drop in domestic demand. There 
is a real risk therefore that the only thing the budget stimulates is demand for more and more spending.  This 
is a recipe for long-term budgetary deficits and eventually a fiscal crisis. The government will need to show 
that it has the plan and resolve to extract itself from this fiscal quicksand in the next phase of its mandate.  

Few would contest that the new government has a mandate for change. The test is how it brings about change 
and if it is indeed for the better. MLI has been here to help through this formative period and will continue 
to put forward concrete recommendations to inform federal policy-making especially as the government 
grapples with how to return to a balanced budget.  

SPEECH FROM THE THRONE TO THE BUDGET 
The 109 days between the Speech from the Throne and the budget have seemed frenetic. The prime minister 
and his government have been busy unwinding aspects of their predecessor’s agenda and developing their 
own. Prime Minister Trudeau has, among other things, travelled to Washington, met with the United Nations 
Secretary-General in New York, convened meetings with first ministers and with Indigenous leaders, and 
launched a new military strategy in Iraq and Syria. 

Many of the policy pronouncements that stemmed from these meetings and visits have been sensible. 
Restoring health services to refugees, for instance, is a reasonable move especially in light of the minimal 
savings that the previous government’s policy change produced and the potential hardship to refugees (CBC 
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News 2016). Increasing Canadian financial support for temporary refugee settlements in the hardest hit 
countries such as Turkey and Lebanon has helped those affected by the refugee crisis. Lowering personal 
income taxes for middle-class taxpayers is a good step to help families manage their household budgets and 
to encourage savings and investment. 

Others are more difficult to justify. The government’s decision to reverse the increase to the Old Age Security 
eligibility age from 65 to 67 is a short-sighted proposal that will impose significant cost on the federal 
budget and discourage labour market participation at a time when aging demographics will soon shrink 
supply (Ragan 2011). Raising taxes on high-income earners will fail to the produce the revenue that the new 
government initially thought and has caused Canada’s personal income tax rates to jump up to among the 
highest in the industrialized world (Lammam et al. 2016). Ending Canada’s participation in the air mission 
against ISIS in Syria and Iraq seems counterintuitive given the government’s commitment to helping those 
affected in the region. 

That the government’s pre-budget policies were a mixed bag should not come as a surprise. No government is 
perfect. It can take some time for governments to get their bearings and become familiar with the machinery 
of the bureaucratic state. It is also inevitable that some campaign promises were conceived of with politics 
rather than sound public policy in mind.

This is the reason that the interval between the Throne Speech and the budget is so critical for the government 
to develop its plan. Its importance can hardly be overstated, especially when one considers the extent to 
which federal finances have deteriorated. Consider that estimated total revenues have fallen by more than 5 
percent since last year’s federal budget (Department of Finance Canada 2016). 

A fiscal squeeze has made it difficult for the government to deliver on its campaign promises and still 
balance the budget over the course of its four-year term. This has been a source of significant debate among 
economists and policy commentators, and one can only imagine it was the subject of contention inside the 
government. That the prime minister vacillated between supporting short-term fiscal stimulus and opposing 
it in the lead up to the budget is a sign of how fiscal issues have loomed large over this period. 

It is also a reminder that so much of the economic, social, and foreign policy context is outside of the 
government’s control. It is hard to imagine, for instance, that Mr. Trudeau anticipated that projections for 
crude oil prices in 2016 would fall by 40 percent relative to the 2015 Budget tabled two months before the 
election commenced (Department of Finance Canada 2016). As British Prime Minister Harold Macmillan 
once said when asked about what worried him: “events, dear boy, events.”

Major events will no doubt rear their head several times over the course of the government’s mandate. It is 
easy to be taken off course. The key is to have clear objectives and a plan to achieve them. This 109-day period 
between the Throne Speech and the budget has been a key opportunity to focus on the right objectives and 
policies – to shift from electioneering to governing. 

EVALUATING THE BUDGET
Tuesday’s budget was the first major “action” plan that the government has set out since its Speech from the 
Throne. It is thus the first opportunity to evaluate the suite of policies that the government has chosen to 
adopt to achieve its goals. It also allows a chance to assess the extent to which the government has drawn 
from our recommendations or eschewed them. 

On a positive note, there are some specific budget commitments that reflect recommendations from our 



COMMENTARY:  From a Mandate for Change to a Plan to Govern:  
The Federal Budget and the Start of the New Government’s Next Phase

4

essay series. Support for asset management plans at the local level should help to ensure that public 
infrastructure spending is rational and not subjected to political whims. Restoring Parliament’s responsibility 
for approving government’s borrowing authority is a positive democratic reform. Focusing resources on 
improving basic infrastructure and early childhood learning in Indigenous communities are important steps 
in a pro-opportunities agenda for Canada’s Aboriginal population. These are just three examples of where 
the new government has taken action in the direction of MLI recommendations. 

But, as mentioned earlier, fiscal issues have loomed large since the October election and are the major 
story in this week’s budget. The government was bound to have a difficult time reconciling its spending 
commitments and its timeline for balancing the budget. Tuesday’s budget confirmed that the solution was 
to abandon any pretense of eliminating the deficit. 

Instead the government chose to “invest” and defer decisions about budgetary balance for the future. As 
the budget states: “The Government will set a timeline for balancing the budget when growth is forecast to 
remain on a sustainably higher track” (Morneau 2016). The result was a marked departure from the fiscal 
path set out in last year’s budget and even a divergence from the short-term deficit that Liberal Party had 
promised in the election campaign (see table 1). 

Table 1: Budgets 2015 and 2016 – annual budgetary balance ($ billions)

 2015/16 2016/17 2017/18 2018/19 2019/20 2020/21

Budget 2015 1.4 1.7 2.6 2.6 4.8  

Budget 2016 -5.4 -29.4 -29 -22.8 -17.7 -14.3

Sources: Government of Canada 2015 and Morneau 2016.

There are basic theoretical problems with the idea that a smattering of new spending will produce the 
economic growth that the government is anticipating especially when one considers that the economy is 
already growing.  The budget puts some projections on the potential for incremental growth but these type 
of exercises are fraught with problems, including the extent to which most of the new spending is focused 
on “consumption” rather than “investment” and that regional economic doldrums are driven by global 
commodity prices rather than a drop in domestic demand. Expectations that the budget will therefore “kick 
start” the economy are likely to be misplaced.  

It is also inaccurate to characterize the previous government’s fiscal policy as austere.  Annual program 
spending grew virtually every year over the course of the past decade and at an annual rate of 3.7 percent 
(see Figure 1). Recent years had witnessed a slower rate of increase in program expenses but the net result 
was still a sizeable overall increase in total program spending over the course of the Harper government.  It 
requires an elastic definition to describe this fiscal policy as austerity and it is even harder to contend that a 
lack of government spending is somehow the source of sluggish economic growth.   
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FIGURE 1: Annual Change in Program Expenses – 2005-06 to 2014-15

Source: Department of Finance Canada, 2015. 

It is the first federal budget since the 1990s that envisions deficit spending over the full horizon with no 
prospect of returning to a balanced budget. This is exacerbated by the fact that current projections for 
program expenses would have year-over-year growth fall from 7.6 percent in 2016/17 to 1.3 percent in 
2018/19 (see table 2). 

Table 2: Budget 2016 – program expenses and year-over-year growth ($ billions) 

 2015/16 2016/17 2017/18 2018/19 2019/20 2020/21

Budget 2016 270.9 291.4 304.6 308.7 314.2 323.2

Annual Growth  7.6% 4.5% 1.3% 1.8% 2.9%

Source: Morneau 2016.

There is little in this year’s budget – including the intention to repeal its predecessor’s Balanced Budget Act 
– to signal that the government will impose the type of fiscal discipline necessary to bring annual spending 
growth down to this level. Quite the opposite. The reintroduction of the Labour-Sponsored Venture Capital 
Tax Credit despite clear evidence it has subsidized poor investment decisions, reversal of the increase to the 
OAS eligibility age despite Canadians’ living and working longer, and ceasing the reforms to overly generous 
sick-leave benefits for federal workers give reason to doubt the government’s willingness to make tough 
fiscal choices. There is every reason to believe that annual spending growth will rise faster than projected, 
especially with several big-ticket promises still outstanding, such as increasing the Canada Health Transfer. 

The risk, therefore, is that Ottawa returns to an era of protracted deficit spending with no end in sight. It 
is the reason, for instance, that National Post columnist Andrew Coyne (2016) calls it a “budget from the 
1970s.” A string of deficits beginning in 1970 set the federal government on the path to fiscal crisis. 
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This period of protracted deficits was not purposeful or intended.  It was a consequence of the pressure 
that governments face from special interest groups and the regular four-year political timetable to grant 
permanency to temporary spending. Just consider the raft of groups that applauded the new spending in this 
week’s budget and the likelihood that most of them would be critical if or when the government attempts 
to scale back funding. This is a major reason that timelines for eliminating a budgetary deficit tend to be 
delayed and extended.  Spending begets demands for more spending. Put differently: it is much easier to 
turn the spending taps on than it is close them.  

Here is where the government ought to draw on the lessons of past experience. Our essay, From a Mandate 
for Change to a Plan to Govern: Avoiding the Federal Deficit Quicksand, can offer some assistance (Lee and 
Speer 2016). The essay sets out some sensible recommendations to ensure that the government does not fall 
into the trap that we found ourselves in roughly 25 years ago. These include: setting out a clear set of fiscal 
rules for when the government should deploy fiscal stimulus spending; maintaining the Balanced Budget 
Act to bring discipline and transparency to federal fiscal policy; and undertaking a review of federal spending 
similar to Program Review of the 1990s to close the gap between revenues and outlays in the medium term. 
The next Fall Economic and Fiscal Update may be the first opportunity to learn if the government is prepared 
to heed these lessons. 

CONCLUSION 
The budget marks the end of a critical phase and the start of a new one for the Trudeau government. MLI 
has provided real-time commentary over this period to help the government transition from electioneering 
to governing. 

As Canada’s only think-tank in our nation’s capital, MLI has been well-placed to contribute to the government’s 
policy thinking. Access to leading policy minds, including former Statistics Canada chief economic analyst 
Phillip Cross, Canada Institute director Laura Dawson, and University of Saskatchewan Aboriginal studies 
scholar Ken Coates, all MLI senior fellows, has allowed the Institute to bring experience and expertise to 
bear on a wide range of federal matters. No other national think-tank can cover refugee policy, health care 
reform, and retirement income savings in successive weeks. 

Each of our 13 essays has taken its bearings from the new government’s Speech from the Throne and the 
ministerial mandate letter. The purpose has not been to re-litigate the government’s objectives or goals. 
Quite the opposite. It has accepted these objectives and drawn on the best research and evidence to help 
the government translate its election mandate into an effective governing plan. 

The resultant recommendations have sought to bring expression to the government’s objectives. Bolstering 
middle class opportunity? Doing more to help solve the global refugee crisis? Protecting against climate change 
without undermining the economy? Improving the economic and social conditions for Canada’s Indigenous 
communities? These are laudable goals. This essay series has been focused on how best to realize them. 

This week’s budget adopts some of our recommendations and eschews others. There is more work to be 
done to support the best federal public policy ideas. 

The budget’s return to long-term deficit spending is the biggest cause for concern. The government will 
need to show that it has a plan and the resolve to ensure that it does not lose control of federal finances. 

As the government continues to study and consult on a range of policy issues, including how to better 
control spending, MLI will continue to be there to support the government’s efforts to ensure security, 
prosperity and opportunity for all Canadians.
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