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November 11, 2025

From: Don Drummond and Nick Dahir
To: Federal Spending Observers
Re: IS SPENDING RESTRAINED OR BLOATED IN THE 2025 FEDERAL BUDGET?

In its new budget plan the federal government makes the case spending is restrained by emphasizing how much is being saved.

“The Comprehensive Expenditure Review will rein in government spending — saving Canada $13 billion annually by 2028-29, for a total with other savings
and revenues of $60 billion over five years,” it proclaimed. Such claims of savings do not necessarily mean spending is restrained. They just mean the government
intends to spend less than in previous plans.

To answer the question whether spending is restrained or bloated in the budget we must first introduce a benchmark. The benchmark we used is the ratio of
program spending (total spending less public debt charges) to total economic activity, gross domestic product (GDP). While this ratio can cycle, it is one of the
better indicators of the size of government over time.

Over the 19 years 1996/97 to 2014/15, program spending averaged 13 percent of GDP. That average includes a few years of elevated spending following the
financial crisis and ensuing recession. By 2015/16, the first year of the Trudeau Liberal government, the ratio had risen to 13.7 percent. It went up to 15.1 percent
by 2019/20, the year before the pandemic. At that time, the Trudeau government had planned to bring the ratio down to 14.2 percent by 2023/24.

Instead, program spending as a ratio of GDP soared to 28.1 percent in the pandemic of 2020/21. It has been coming down since. By 2029/30, the last year in
the 2025 Budget’s projection, there will have been nine years to bring spending as a portion of the economy back to a reasonable benchmark. But, at 15.3 percent,
the 2025 Budget is planning a 2029/30 ratio that is still higher than it was in 2019/20,2015/16 and the average of 1996/97 to 2014/15.

Figure: Realized and Projected Program Spending to GDP 1996-97 to 2029/30
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Notes: *projected program spending to GDP.
Sources: Fiscal Reference Tables, Budget 2025.
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Returning to the ratio of program spending to GDP in these three benchmarks would require the following additional cuts from the 2029/30 projection:

2019/20 $7.2 billion
2015/16 58.8
1996/97 to 2014/15 average 84.6

Instead of annual savings in 2029/30 of $13 billion announced in the 2025 Budget, these benchmarks would require total cuts of $20.2 billion, 71.8 billion
and 97.6 billion.

Delivering cuts of these magnitudes would require a much more thorough and deeper expenditure review likely affecting transfers to persons and provinces
as well as direct federal spending.

From the perspective of the historical benchmarks of program spending relative to GDP, spending is bloated in the 2025 Budget, despite the rhetoric of cuts.

Don Drummond is the Stauffer-Dunning Fellow in Global Public Policy and Adjunct Professor at the School of Policy Studies at Queen’s University and a Fellow-In-Residence at
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