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British Columbia: 2020–21 Budget 

FISCAL PRUDENCE APPROPRIATE AS RISKS LOOM 

SUMMARY 

 The Province of British Columbia’s 2020 Budget (Budget) outlines fiscal 

surpluses through fiscal year 2022–23 (FY23), including an expected 

$203 mn balance (0.1% of GDP) for FY20 (chart 1, p.2). 

 Solid revenue performance has enabled modest new investments but 

Budget by-and-large emphasizes existing commitments towards child 

care, affordable housing, and climate investments. 

 Infrastructure spending is expected to be stepped up beyond FY20 

relative to the prior plan, with capital outlay increases penciled in for 

health, education, and transportation projects. 

 BC maintains one of the most enviable fiscal positions of any Canadian 

province, and we support its balance of long-term investment and 

attention to debt and deficit management as new risks emerge. 

ECONOMIC CONDITIONS 

The economic outlook is largely unchanged from the last prognostication in 

December. The fiscal plan is built on expected real growth of about 2% per 

annum through 2024—stronger than the national average over that period and 

continuing the practice of assuming gains weaker than the private-sector mean. 

The Province still anticipates steady, but more modest job creation and consumer 

spending, as well as an uptick in home sales and prices lifted by robust population 

growth. Healthy business investment is expected to be anchored by the LNG 

Canada megaproject in northern BC. Export gains should resume as policy 

uncertainty eases; yet, sectoral constraints that weakened softwood lumber trade 

volumes last year (chart 2, p.2) remain in place.  

The Province noted that the balance of risks—concentrated in the external 

sector—is tilted to the downside at this time. Changes in the timing of the 

LNG venture could also alter the economic outlook. 

FISCAL PLAN DETAILS 

BC expects to maintain surpluses over the budget horizon. A positive 

balance of $203 mn in FY20 is forecast based on third quarter results, while still 

holding aside a $300 mn contingency reserve. The Province subsequently 

projects surpluses of $227 mn in FY21, $179 mn in FY22, and $374 mn in FY23. 

In addition, the fiscal plan incorporates substantial prudence, amounting to $2.3 

bn in forecasting and contingency allowances over the three-year horizon.  

Stronger revenue performance enables modest new investments. Personal 

income tax receipts in particular are expected to be strong with 6.8% forecasted 

growth in FY21 (incorporating the new tax rate of 20.5% on income above $220k) 

before leveling off around 4.4% annual growth in line with household income and 
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Updated Fiscal Forecast 

$ millions except where noted 

FY21 FY22 FY23

   Tax Revenue 35,344 36,922 38,434

   Natural Resource Revenue 2,149 2,171 2,143

   Commercial Crown Corp. Net Inc. 3,417 3,406 3,509

   Other Own-Source Revenue 9,712 9,773 9,797

 Total Own-Source Revenue 50,622 52,272 53,883

 Federal Transfers 9,963 10,094 10,328

Total Revenue 60,585 62,366 64,211

   Health 24,285 25,253 25,938

   Education 15,178 15,382 15,539

   Social Services 6,201 6,458 6,518

   Other Program Spending 11,671 12,017 12,689

Program Spending 57,335 59,110 60,684

Debt Service 2,723 2,777 2,853

Total Expenditure 60,058 61,887 63,537

Forecast Allowance 300 300 300

Budget Balance 227 179 374

Capital Outlays: 

   Taxpayer-Supp. 7,126 7,399 8,390

   Self-Supported 3,409 3,204 3,119

Taxpayer-Supported Debt 49,202 53,929 58,598

Annual Change, %

  Tax Revenue 4.8 4.5 4.1

  Natural Resource Revenue -18.1 1.0 -1.3

Total Own-Source Revenue 2.0 3.3 3.1

Federal Transfers 5.7 1.3 2.3

Total Revenue 2.6 2.9 3.0

Program Spending 3.4 3.1 2.7

Total Expenditure 3.1 3.0 2.7

Memo Items, %

Own-Source Revenue / GDP 15.9 15.8 15.7

Program Spending / GDP 18.0 17.9 17.7

Total Expenditure / GDP 18.9 18.7 18.5

Budget Balance/ GDP 0.1 0.1 0.1

Taxpayer-Supported Debt / GDP 15.5 16.3 17.1

Taxpayer-Supp. Debt / Revenue 84.1 89.4 94.4

Debt Service / Revenue 4.5 4.5 4.4_________

Sources: Scotiabank Economics, BC Finance, Statistics Canada.
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Chart 1 

Chart 2 

wage growth. Corporate income receipts will dip in FY21 reflecting prior year 

settlement payments before picking up by about 5% annually over the following two 

years. Natural resource revenue performance is expected to be mixed: in particular, 

increases in natural gas royalties will partially offset declines in forest, mining and 

mineral revenues. 

With respect to policy, Budget largely emphasizes the progress of initiatives 

already underway rather than offer new measures. Funding for childcare, 

housing affordability, and K-12 and postsecondary education will continue to grow in 

the upcoming fiscal year as planned, while additional funding in the order of $2bn over 

the three year horizon will top up front-line health care, primary education, social and 

family support, justice, and public safety services. The Province also announced 

additional financial support for its climate change action plan and affirmed the revenue-

sharing agreement with First Nations announced in last year’s fiscal blueprint. Further 

funds were earmarked for wildfire and emergency responsiveness, as well as training 

programs in the forestry sector. 

If there was a shift in BC’s fiscal plan, it was the increase in outer-year capital 

spending. FY21–22 taxpayer-supported capital outlays are expected to come in a 

combined $777 mn higher than anticipated as of Budget 2019, with spending 

increases penciled in for health and education projects. The BC Transportation 

Financing Authority, with in-year FY20 mark-downs detailed in the Q1 and Q2 

updates, will see $358 mn more than previously budgeted in FY22, with $2.5 bn 

announced for FY23. The funds are part of the Government’s Transportation 

Investment Plan, in which project financing costs will be shared between the Province, 

Federal Government, and private organizations. 

DEBT AND BORROWING 

Though outer-year capital spending plans were raised, BC’s outer-year debt 

burden is expected to be largely in line with projections laid out in the Q1-FY20 

update and modestly lower than anticipated as of Budget 2019. The Government 

forecasts that taxpayer-supported debt-to-GDP ratio will rise from 14.6% in FY20 to a 

rate just north of 17% in FY23. If current projections hold, BC would hold one of the 

lowest debt loads of any Province by that time. BC’s ratio of debt service payments to 

revenue, expected to hold steady at about 4.5%, also compares favourably to most 

Canadian jurisdictions. 

Borrowing requirements for capital infrastructure investments are expected to 

drive the Province’s total debt from $70.6 bn in FY20 to $87.6 in FY23. Direct 

borrowing for Provincial capital spending is forecast to jump from just $1.8 bn in FY20 

to $4.5 bn in FY21, then rise more gradually to $4.8 bn in FY23. The Government will 

direct expected operating cash surpluses towards the funding of capital spending, 

which it expects will mitigate capital debt requirements. 

OUR TAKE 

We support BC’s focus on maintaining surpluses and low debt levels in light of its solid 

economic performance. At the same time, we note a more sensitive risk environment, 

though the timing of this year’s plan precluded the incorporation of downside risks that 

have emerged more recently. In particular, with the strongest Asian trade ties of any 

province (chart 3, p.2), BC is particularly vulnerable to diminished Chinese tourism and 
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industrial activity vis-à-vis COVID-19 containment 

measures. Uncertainty has also surfaced about the 

course of the LNG Canada project, though the 

Government has pledged to move the venture 

forward following protests and rail service disruptions. 

These risks highlight the need to keep the proverbial 

powder dry. In addition to the surplus position, 

prudence in forecasting and contingency reserves 

also provide an additional line of defense to these 

downside risks.  

The plan also acknowledges the fact that the full 

benefits of longer-run efforts already underway in 

areas such as child care, fighting climate change, 

and addressing housing affordability will take time to 

materialize. New investments in transportation 

infrastructure and health and educational facilities 

also recognize the role of population growth in the 

province’s recent expansion, and the need to 

maintain core services requirements if this 

momentum is to continue. 

BC’s Capital Spending Plans 

$ millions 

FY20 FY21 FY22 FY23

Education

Schools (K–12) 835 994 966 804

Post-secondary institutions 945 977 1,046 1,060

Health 1,201 1,862 1,723 2,776

BC Transportation Financing Authority 1,208 1,870 2,418 2,477

BC Transit 87 184 166 252

Government ministries 601 569 455 430

Social housing 317 578 479 395

Other 54 92 146 196

Total Taxpayer-Supported 5,248 7,126 7,399 8,390

BC Hydro 3,045 3,092 2,970 2,905

Columbia Basin power projects 1,001 14 16 24

BC Railway Company 6 10 4 2

ICBC 77 116 64 56

BC Lottery Corporation 105 105 110 90

Liquor Distribution Branch 67 72 40 42

Total Self-Supported Commercial 4,301 3,409 3,204 3,119

Total Capital Spending 9,549 10,535 10,603 11,509
___________________

Source: BC Finance
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