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There are serious financial risks associated with running deficits during times of positive economic
growth. One of the principal risks is that the budget cannot be balanced regardless of economic
conditions because a permanent imbalance between how much the government spends and the
amount it raises from taxes and other revenues develops. The Trudeau government took office in late
2015 and immediately increased budgeted federal program spending by $8.1 billion over the period
from 2015/16 to 2019/20. Less than six months later, in its first full budget (2016), the federal government
markedly increased budgeted program spending by an additional $65.9 billion over the same five-year
period. The increases in program spending meant the government purposefully moved from expected
small surpluses to large deficits. The original 2015 plan presented by the Harper government was for a
cumulative budgeted surplus for the 2015/16–2019/20 period of $13.1 billion.
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If the 1991/92 recession, which had mild fiscal effects, was
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Finally, if the conditions of the most recent and fairly serious
recession of 2008/09 were repeated, the annual deficit for
2020/21 is expected to reach $120.5 billion. The four-year
cumulative deficit is estimated to increase from $48.5 billion
to $335.1 billion.
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As many commentators, including the authors of this essay
have noted, running deficits in times of economic growth,
even periods of slow economic growth, risks much larger
deficits when the inevitable recession occurs. This essay
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