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Summary

In many respects, British Columbia can

currently boast of having the soundest fiscal
position of any Canadian province. While other
provinces, including Ontario and Alberta, have
struggled in recent years with comparatively
large budget deficits and significant debt accumulation, BC recorded a $2.7 billion operating
surplus last year (2016/17)—its fourth consecutive operating surplus and the largest positive
fiscal balance among the provinces.


A key reason for BC’s favourable fiscal

standing today is its relative spending discipline since 2001. After accounting for inflation
and population, BC’s program spending increased at an average annual rate of 0.9 percent from 2002/03 to 2016/17—the lowest rate
of any province. In Alberta and Ontario, program spending grew at faster annual rates—1.3
percent and 1.8 percent, respectively.
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If BC had increased program spending at

the same rate as Alberta, the province would
today be spending approximately $54.5 billion
instead of what it actually spent ($46.1 billion).
If BC’s program spending had increased at the
same rate as Ontario’s, its spending level would
have been $55.0 billion—almost $9 billion higher
than was in fact the case. If spending increases in BC had grown at the average rate of the
Canadian provinces (excluding BC), program
spending in 2016/17 would have been $56.4 billion, approximately $10 billion more than the
actual figure.


From 2001/02 to 2016/17, BC ran nine operating budget surpluses and seven budget deficits, totaling an aggregate surplus of $10 billion
over the period. Under each of the alternative
spending scenarios, BC’s fiscal outcomes since
2001 would have been dramatically worse.
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Introduction
In many respects, British Columbia can currently boast of having the soundest fiscal position of any Canadian province. While several
other provinces have struggled in recent years
with comparatively large budget deficits and
significant debt accumulation, BC recorded a
$2.7 billion operating surplus last year (2016/17),
the province’s fourth consecutive surplus budget. Moreover, this sound performance in balancing operating budgets has contributed to
BC’s relatively low government debt burden.
BC has not always enjoyed such an enviable fiscal position within Confederation. During the
1990s, while many other jurisdictions across
Canada were implementing successful fiscal
consolidations that led to balanced budgets and
debt reduction, BC struggled with an uninterrupted string of operating deficits. Indeed, BC
had the dubious distinction of being one of only
two provinces that did not balance its budget at any point during the 1990s. (The other
was Nova Scotia.) With weak budgetary performance and mediocre overall economic performance, the 1990s in BC have been referred
to as the province’s “lost decade” (Clemens and
Emes, 2001).
So how was BC able to dramatically reverse its
relative fiscal standing within Canada? This bulletin argues that relatively disciplined spending management since 2001 is a key reason that
BC has been able to strengthen its public finances even as other large provinces, including
Alberta and Ontario, have struggled. However,
with a new provincial government elected last
year, BC is now at a crossroads: it can either
continue its path of relative fiscal prudence or
follow the lead of the other provinces plagued
by chronic fiscal mismanagement and ongoing budgetary challenges. Unfortunately, early
signs from the September 2017 fiscal update
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tabled by the new BC government suggest the
latter is a more likely scenario.
The bulletin is organized as follows. The first
section provides a brief overview of British Columbia’s current fiscal position. The next section compares BC’s spending trajectory over
the past decade and a half to other provinces
and finds that BC has demonstrated greater
spending restraint than any other province over
the period. The third section shows that spending restraint has contributed to BC’s recent fiscal success; it does so by estimating how BC’s
budget balance would have looked under less
restrained spending scenarios modeled on the
spending trajectories of other provinces. The
analysis focuses particularly on Alberta and Ontario. The concluding section discusses British
Columbia’s September 2017 fiscal update, which
signals that the new government’s approach to
spending could mark a departure from the relatively prudent approach followed during most
of the preceding 16 years.

British Columbia’s enviable current
fiscal position
In many respects, BC’s current fiscal position,
both in dollar amounts as well as relative to the
size of the economy, looks impressive when
stacked up against the other provinces. 1 Com1

BC’s current favourable fiscal position was not
always this way. During the 1990s, British Columbia’s
economy generally suffered from lacklustre growth
and poor fiscal performance. To bring the extent
of BC’s fiscal and economic weakness into focus,
consider that the 1990s have been referred to as the
province’s “lost decade” (Clemens and Emes, 2001).
In every year of the 1990s, British Columbia ran budget deficits—at a time when many other provinces
were implementing successful fiscal consolidations
and producing balanced budgets. Following the fiscal consolidations of the early 1990s, nearly every
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Figure 1a: Budget Balance (in $ millions),
2016/17
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Sources: Canada, Department of Finance, Fiscal Reference
Tables 2017; Provincial Public Accounts, 2016/17.

Sources: Canada, Department of Finance, Fiscal Reference
Tables 2017; Provincial Public Accounts, 2016/17; Statistics
Canada, CANSIM Table 384-0037; calculations by authors.

paring budget balances helps to illustrate not
just the very dissimilar fiscal conditions that
have prevailed in different jurisdictions, but the
relative strength of BC’s position compared to
other provinces. In 2016/17 (the last fiscal year
with historical data), British Columbia recorded
a sizable $2.7 billion operating budget surplus.
This was BC’s fourth consecutive surplus operating budget. No other province has posted four
consecutive balanced budgets in that period.

As figure 1a shows, BC’s positive budget balance in 2016/17 was the largest in dollar terms
among the ten provinces. The figure also shows
that BC is one of only three provinces to have
recorded a surplus budget last year. (Quebec
and Nova Scotia are the other two.) As a share
of the provincial economy, BC’s budget balance
further stands out as being the largest among
the provinces at 1.0 percent of GDP (see figure
1b). Quebec’s operating surplus is the second
largest, at 0.6 percent of its GDP, followed by
Nova Scotia’s at 0.4 percent.

other province saw its net financial position (government liabilities minus financial assets) relative to
GDP either essentially hold steady or improve over
the second half of the 1990s. BC, on the other hand,
saw continued growth in its debt-to-GDP ratio
through the second half of that decade.

Another metric highlighting BC’s positive current fiscal position relative to other provinces
is its net debt (government liabilities minus financial assets) -to-GDP ratio. By this measure
of the sustainability of a government’s debt
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Figure 2a: Net Debt as a Percent of GDP,
2016/17

Figure 2b: Net Debt per Capita,
2016/17
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Tables 2017; Provincial Public Accounts, 2016/17; Statistics
Canada, CANSIM Table 384-0037; calculations by authors.

Sources: Canada, Department of Finance, Fiscal Reference
Tables 2017; Provincial Public Accounts, 2016/17; Statistics
Canada, CANSIM Table 051-0001; calculations by authors.

burden, BC maintained the third lowest rate
in 2016/17 at 14.3 percent. As figure 2a illustrates, only Saskatchewan (13.5 percent) and
Alberta (2.8 percent) had lower debt-to-GDP
ratios. Critically, however, both of these provinces are currently grappling with significant
budget deficits and rapid debt accumulation in
recent years (Eisen et al., 2017).2 Recent credit

downgrades underscore the fragility of public
finances in both provinces, despite low current
debt-to-GDP ratios. Given these immediate
challenges in Saskatchewan and Alberta, BC’s
overall financial position arguably ranks as the
strongest in the country.

2

A budget deficit in the government’s operating
budget is just one reason why net debt may increase. A deficit in the capital budget, which includes spending on infrastructure and is separate
from day-to-day operations, is another reason for
increasing government debt. It is possible for a government to post a balanced—or even surplus—operating budget but still increase its debt if it finances
significant capital spending with debt. Indeed, this
occurred in BC from 2013/14 to 2015/16, although
net debt did fall in 2016/17.
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This conclusion is further supported when
we focus on the amount of net debt that each
citizen is responsible for, as illustrated in figure 2b. In BC, the level of provincial net debt
per person was just below $8,000—the second lowest of all the provinces behind only Alberta (approximately $2,100) which, as noted,
is adding new debt at a rapid pace. In fact, by
2019/20, the Alberta government forecasts
that its net debt per capita will be larger than
British Columbia’s (Eisen et al., 2017). Currently, BC’s per-person debt level is just 37 percent
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of Ontario’s, which was approximately $21,600
last year.
In short, BC has enjoyed a relatively positive
fiscal position within Canada over the last several years. After struggling throughout the
1990s, BC has emerged as one of Canada’s best
fiscal performers. It has consistently run operating surpluses while several other provinces
have regularly reported deficits and seen their
underlying fiscal conditions deteriorate. Moreover, BC currently maintains one of the lowest provincial government debt burdens in the
country. The next section will examine the critical role that spending restraint has played in
driving these outcomes.

Past spending restraint:
The key to BC’s fiscal success today
To understand why BC’s fiscal performance has
been relatively strong in recent years, it is necessary to consider the trend in government
spending over the past decade and a half. In
any given year, each province’s budget balance
is driven by revenue and spending trajectories
that have been shaped over a longer period of
time. The positive effects of past policy choices,
such as relative spending restraint in BC, can be
realized in later years.3

3

Another contributing factor to BC’s strong fiscal
performance has been relatively strong economic
growth since 2001, which itself was buoyed by sound
policy choices including prudent fiscal policy and
more competitive tax rates (Dahlby and Ferede,
2008). From 2002 to 2016, BC’s average nominal annual economic growth rate was 4.5 percent, higher
than the national rate (excluding BC) of 3.9 percent.
With strong economic growth, governments benefit
as revenues tend to increase as well. However, in
BC’s case, revenue growth has been relatively modest despite a growing economy, in part due to tax
reductions. Over the same period, nominal rev-
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An examination of program spending (all
spending excluding debt service payments)
makes it clear that BC has exercised greater
spending restraint than any other province over
the past decade and a half. Figure 3 illustrates
this by comparing nominal program spending
growth in all 10 provinces between 2002/03
and 2016/17 (the last fiscal year with historical
data available).4 The figure shows that nominal program spending in British Columbia increased at an average annual rate of 3.5 percent
over the period—the lowest rate of any province.5 Alberta had the highest rate of spending
growth at 6.0 percent while Ontario’s rate was
4.9 percent.
Figure 4 further demonstrates that BC has exercised greater spending restraint than any
other jurisdiction in Canada. It compares program spending from 2002/03 to 2016/17 in
all 10 provinces after accounting for inflation
and population growth. BC’s inflation adjusted per-person spending increased by an annual average of just 0.9 percent, the lowest rate
of increase in Canada. By comparison, inflation adjusted per-person spending in Alberta
rose faster over the period, at an average rate

enue grew by an average annual rate of 4.1 percent
compared to average revenue growth of 4.7 percent
in the rest of Canada (years of major accounting
changes are excluded from this average; see notes
to figure 3 for details).
4

The fiscal year 2002/03 is selected as the first
year of spending growth data since a change in the
province’s fiscal direction occurred following the
election of Gordon Campbell as premier in the fiscal
year 2001/02 (Veldhuis and Lammam, n.d.).
5

This spending comparison includes only operating spending, not capital spending. It is beyond the
scope of this paper to examine which particular
areas of spending were most and least restrained in
BC and the specific driver(s) of the overall restraint.
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Figure 3: Average Program Spending Growth, 2002/03 – 2016/17
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General note: Several provinces experienced breaks in the data due to accounting changes. For this reason, the years after
the accounting change took place were excluded. See the specific notes below for details.
Specific notes:
1) Nova Scotia: Figures are on a non-consolidated basis.
2) Quebec: Due to a break in the series following the implementation of the accounting reform, data from 1997/98 onward,
2006/07 onward, and 2009/10 onward are not directly comparable with earlier years. The government has prepared consolidated financial statements since 1997/98. From 2006/07 to 2008/09, the net results of the health and social services and
education networks were established using the modified equity method. As of 2009/10, the revenue and expenditure of
the networks are consolidated line by line, like those of non-budget-funded bodies and special funds.
3) Ontario: Due to a break in the series, data from 2001/02 onward are not directly comparable with earlier years. Notably,
education property taxes are reported as revenue, whereas previously they were netted against expenditures. Amounts
for 2015/16 and 2016/17 are not directly comparable with earlier years as they have been restated to reflect a presentation
change for hospitals, school boards and colleges. Third-party revenue for these organizations, previously netted against
sector expenses, is now classified as revenue.
4) Manitoba: Due to a break in the series following the move to summary account budgeting, data from 2003/04 onward
are not directly comparable with earlier years.
5) Alberta: Data are not fully comparable due mainly to various changes to accounting standards. Major breaks in the series include:
• 1990/91 to 1992/93: expense excludes change in unfunded pension liabilities; net financial debt / (assets) does include
unfunded pension liabilities;
• 1993/94 to 2003/04: SUCH sector (school boards, universities and colleges, health entities) own-source revenue and
expense, and assets and liabilities not included in numbers (grants to these entities are included in expense);
• 2004/05 to 2007/08: SUCH sector included on “net equity” basis (net revenue included in revenue; net assets included
in assets);
• 2008/09 to 2016/17: SUCH sector included on “line-by-line” basis (revenue, expense, assets and liabilities reported in
revenue, expense, assets and liabilities).
6) British Columbia: Due to a break in the series following the move to fully comply with generally accepted accounting
principles, data from 1998/99 onward are not directly comparable with earlier years.
Sources: Canada, Department of Finance, Fiscal Reference Tables 2017; Provincial Public Accounts, 2016/17; calculations by authors.
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Figure 4: Average Real Per-Capita Program Spending Growth, 2002/03 - 2016/17
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Notes: See figure 3.
Sources: Canada, Department of Finance, Fiscal Reference Tables 2017; Provincial Public Accounts, 2016/17; Statistics Canada,
CANSIM Table 051-0001 and CANSIM Table 326-0021; calculations by authors.

of 1.3 percent per year. In Ontario, real program
spending growth during this period was faster
still, at 1.8 percent per year.6
These differences in the annual spending
growth rate between provinces may appear
relatively small at first glance. However, compounded over time they have a substantial impact on a province’s overall spending level. Fig-

6

These average annual growth rates in spending
exclude years in which major accounting changes
occurred. For instance, the 2015/16 program spending growth rate for Ontario was excluded from the
average. Similarly, data for 2004/05 and 2008/09
were excluded for Alberta. If the data for those years
were not excluded from the average, the real per
capita spending growth rate would be the same in
Alberta and Ontario (2.1 percent).
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ure 5 illustrates this fact by comparing BC’s
actual spending trajectory since 2001/02 to
how spending would have evolved under other
expenditure growth scenarios. For the other
scenarios, we consider the spending paths in
both neighbouring Alberta and in Ontario, Canada’s largest province, as well as the average of
all the provinces minus BC. Alberta and Ontario
are singled out because both of these comparatively large and economically important provinces have faced persistent budget deficits7 and
7

Of note, the Ontario government expects to
balance its operating budget for the first time in
2017/18 after nearly a decade of deficits. However,
the province still plans to increase net debt by approximately $10 billion in each of the next three
years due to capital budget deficits. The government’s own Financial Accountability Office expects
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Figure 5: BC’s Program Spending (in $ millions), Actual vs. Alternative Scenarios,
2001/02 - 2016/17
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Note: The rate applied to Alberta and Ontario does not take into account that these provinces have breaks in the data due
to accounting changes. For more details see notes on figure 3.
Sources: Canada, Department of Finance, Fiscal Reference Tables 2017; Provincial Public Accounts, 2016/17; Statistics Canada,
CANSIM Table 051-0001, 326-0021, and 384-0037; calculations by authors.

rapid debt accumulation that have been driven in part by sharp increases in government
spending over an extended period (Lafleur et
al., 2017b; Eisen et al., 2016).8
the province to record operating budget deficits
after 2017/18 (see http://www.fao-on.org/en/Blog/Publications/EFO-Fall_2017).
8

Some may suppose that the economic shocks that
have occurred in Alberta and Ontario are responsible for their relatively weak fiscal positions. It is
true that Alberta suffered from a sharp revenue
decline starting in 2015/16 following a rapid drop in
oil prices, and Ontario experienced a severe revenue
drop during the global financial crisis of 2008/09.
Specifically, Alberta’s revenue fell by 13.9 percent
in 2015/16. Ontario’s revenue fell by 6.3 percent in
2008/09, while BC’s revenue fell by only 3.3 percent the same year. The two economic shocks did
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In 2001/02, BC spent $27.8 billion in nominal
terms. By 2016/17, BC’s program spending
reached $46.1 billion. If BC had instead insignificantly affect each province’s bottom line at
the time, but a review of the longer period in question suggests that the divergent revenue trajectories
are not solely responsible for the fiscal outcomes in
these provinces (see Lafleur et al., 2017b; and Eisen
et al., 2016). In fact, between 2002/03 and 2016/17,
revenue growth in BC averaged 4.1 percent annually.
By comparison, during this time, revenue growth
in Alberta averaged 4.3 percent (although Alberta
experienced much stronger population growth).
In Ontario, revenue growth averaged 3.9 percent
during this period. Several provinces experienced
breaks in the data due to accounting changes (see
notes to figure 3 for more details). For this reason,
the years after the accounting change took place
were excluded from this analysis.
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Figure 6: BC’s Budget Balance (in $ millions), Actual vs. Alternative Scenarios,
2001/02 – 2016/17
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Sources and note: See figure 5.

creased its rate of program spending at the
same pace as Alberta did during this period,
after adjusting for inflation and population
growth the province would today be spending
approximately $54.5 billion instead of what
it actually spent ($46.1 billion). A comparison
with Ontario yields a similar result. If program spending in BC had grown at the same
real per capita growth rate as in Ontario, BC’s
spending level in 2016/17 would have been
$55.0 billion—almost $9 billion higher than it
was. If spending increases in BC had grown
at the average rate of the Canadian provinces
(excluding BC), program spending in 2016/17
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would have been $56.4 billion, approximately
$10 billion more than the actual figure.9
To summarize, BC has exercised greater overall spending restraint than other jurisdictions
in Canada since 2001/02. If BC had pursued a
spending trajectory more closely aligned with
other provinces, specifically Alberta and Ontar-

9

For the alternative spending scenarios, the data
do not exclude years with accounting changes. The
analysis assumes BC follows the same spending pattern as Alberta and Ontario including their accounting changes.
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io, program spending today in BC would be substantially higher than it is. The next section will
turn to the implications of spending restraint for
BC’s budget balance (ie., deficit or surplus).

The impact of spending restraint on BC’s
fiscal position
As previously noted, British Columbia has enjoyed surplus operating budgets in each of the
past four years and boasts a favourable financial
position in terms of the provincial government
net debt burden relative to most other provinces. This would not be the case had the province
followed a spending trajectory similar to that
which has prevailed in Alberta or Ontario, or
had it matched the average spending growth of
the nine other Canadian provinces.
Figure 6 illustrates this point by comparing the
actual budget balance in BC to what would have
been the case under three different scenarios, introduced above, over the period 2001/02
to 2016/17. During these 16 years, BC ran nine
operating budget surpluses and seven budget
deficits. When the period is taken as a whole,
the province’s operating budget has essentially
been balanced, totaling an aggregate surplus of
$10 billion (a negligible sum for a jurisdiction as
large as BC over such a long period of time).
Under each of the alternative spending scenarios, BC’s fiscal outcome in recent years would
have been dramatically worse. For instance,
had BC had increased program spending at
the same rate as Alberta during this period, it
would have run a cumulative budget deficit of
approximately $84.7 billion, culminating in a
budget deficit last year (2016/17) of $5.6 billion
instead of a surplus of $2.7 billion.10
10

Critically, from 2013/14 to 2015/16, years when
BC balanced its operating budget, the province also
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Had BC increased program spending at the
same rate as Ontario during this period, its fiscal outcomes would have been even worse. It
would have run a deficit each and every year.
The province’s cumulative deficits during the
period in question would have amounted to
$94.5 billion, with an annual deficit of $6.1 billion last year instead of the surplus that was actually posted.
Finally, if BC had increased program spending at the same rate as the average of the other
nine provinces, it would have recorded a $7.6
billion deficit last year and reported a cumulative budget balance of negative $106.0 billion
over the entire period analyzed.
In short, BC’s enviable position as the province
with arguably the strongest finances in Canada
did not come about by accident. Spending restraint has been critical to the province’s recent string of operating budget surpluses and
to its overall fiscal success. Had BC followed the
spending trajectories modeled by other provinces, including Alberta and Ontario, its present level of government spending would be
substantially higher than is in fact the case, and
the province would be in the midst of a lengthy
string of operating budget deficits instead of
surpluses. Further, BC’s relatively modest net
debt burden would likely be much higher. Simply put, BC owes its current status as the best
fiscal performer in Canada to the spending restraint its governments have exercised since
2001/02.
increased its net debt. This is because the province
separates capital spending from its operating budget
for accounting purposes. Although BC has not added
new debt from spending on day-to-day operations
such as salaries, programs, and income transfers, it
can continue adding new debt by spending on longterm projects such as roads and bridges. For further
discussion on this point, see Wen (2014).
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Is BC set to abandon spending discipline
in the years ahead?
As this bulletin has shown, relative spending
restraint over an extended period of time has
helped BC achieve its current enviable fiscal
position among the provinces. However, there
is reason to be concerned that the BC government may be poised to abandon the fiscal restraint that has served the province so well. In
July 2017, a new NDP minority government was
officially formed with the support of the Green
Party.11 During the election campaign, both parties in the coalition made expensive platform
promises which, if implemented, could significantly increase the rate of spending growth in
the province in the next few years. A prominent
example is the NDP’s plan to implement a $10
per day subsidized day care program, which the
election platform estimated would cost $855
million over three years (NDP, 2017).
Early indications suggest the new government
will govern as it campaigned and at least partially abandon BC’s long-term commitment to
relative spending restraint. In February, the
then-governing Liberals tabled a budget that
projected program spending growth of 2.1 percent during the 2017/18 fiscal year and averaging 1.5 percent (in nominal terms) between
2017/18 and 2019/20.12 In short, the Liberals’
11

A government’s political stripe does not necessarily predict whether it will be prudent in restraining
spending. Indeed, a prominent example of prudent
managment of government spending comes from
Saskatchewan and the NDP government under Roy
Romanow. The Romanow government was among
the first governments in Canada in the 1990s to restrain and reduce spending to tackle chronic budget
deficits (Clemens et al., 2017).
12

Notably, this would have represented greater
restraint on spending growth than the government had shown in the previous three years. From
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Figure 7: BC’s Program Spending (in
$ millions): February 2017 Budget vs.
September 2017 Update
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Sources: British Columbia, Ministry of Finance, 2017a,
2017b and 2017c.

February budget called for a continuation of
the policy of spending restraint. Following the
election, the new government tabled its own
fiscal update with a markedly different plan
(see figure 7). The September 2017 fiscal update
called for 6.6 percent annual program spending growth in 2017/18. In fact, the September
update called for an additional $4.4 billion in
cumulative program spending from 2017/18 to
2019/20. While the fiscal update forecasts a return to restraint in subsequent years, the large
spending increase in the new government’s first
year in office raises questions about whether
a return to discipline and restraint will in fact
2014/15 to 2016/17, BC’s program spending increased at an annual rate of 4.1 percent compared to
the average of 2.2 percent among the other provinces. Still, the February budget signaled that the government was at least planning on greater restraint.
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come to pass. This is especially dubious given
that the government has not yet provided details of how it will fund many of the commitments it made on the campaign trail (Clemens
and Veldhuis, 2017).

British Columbia, Ministry of Finance (2017b).
Budget and Fiscal Plan 2017/18 - 2019/20 (February). Government of British Columbia.

Conclusion

Canada, Department of Finance (2017). Fiscal Reference Tables. Government of Canada.
<https://www.fin.gc.ca/frt-trf/2017/frt-trf17-eng.asp>, as of January 10, 2018.

British Columbia’s status as one of Canada’s top
fiscal performers in recent years represents
a remarkable reversal from its standing at the
turn of the century, when it was coming off of
a “lost decade” during which it failed to balance its budget even once. This turnaround did
not occur by accident. In large measure it is a
result of a long-term approach to fiscal policy
anchored by the principle of spending restraint
and lower rates of spending growth than have
prevailed in other provinces. If BC is now preparing to end its era of spending restraint, it
may also be preparing to end its era of enjoying
public finances that are among the strongest in
Confederation.
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