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The Government of Nova Scotia plans to run surpluses over the next four fiscal years, reducing its 
debt burden and putting the government’s fiscal house on a more sustainable footing. The surplus of 
$124.7 million was hard won, following several years of tax increases, tax credit reductions, and program 
spending restraint. Budget 2016 contains only limited revenue measures while practicing restraint, capi-
talizing on past sacrifices to ensure fiscal health of the province. It 
aims to reduce the provincial debt load over the next three years 
so as to provide fiscal flexibility in the event of future economic 
shocks, while investing strategically to grow the economy.

Improved budget built on conservative economic 
assumptions

The budget assumes provincial economic growth will aver-
age 0.9% in 2016 and 0.8% in 2017. This is well ahead of the 
2011-14 period of near-zero growth, but significantly below our 
projections for 1.7% and 1.8% growth, respectively. The budget 
outlines meaningful challenges to economic growth. Aging of 
baby boomers towards retirement age alongside relatively low 
birth rates is expected to lead to meager population growth. Weak 
population growth will manifest in lukewarm personal consump-
tion. Other growth headwinds cited include ongoing government 

Highlights 

•  Today’s budget is the culmination of several years of fiscal restraint highlighting the Government of 
Nova Scotia’s resolve in righting the fiscal ship. Budget 2016 marks the first balance since FY2008-
09 and sets a course for fiscal balance over the longer term.  

•  Total revenues are based on conservative growth assumptions and are expected to increase by 
3.8% in FY2016-17 partly due to a one time revenue bump of $110.3 million. Expenditure growth is 
planned to expand by a restrained 1.9% with the government anticipating holding the line on health 
care spending.

•  Net debt-to-GDP, which is expected to have peaked at 37.9% in FY2015-16, is forecast to fall further 
to 34.1% by FY2019-20. Importantly, absolute net-debt begins to fall in FY2018-19.

•  Taking the long view, Budget 2016 took steps to operationalize some of the goals outlined in the 
February 2014 One Nova Scotia report. These include a focus on fiscal sustainability, encouraging 
economic development, investing more in education, and working to put the brakes on the province’s 
demographic decline by working to keep Nova Scotians at home and attract talent from outside the 
province.
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CHART 1: BALANCE RETURNS FOR  
THE PROVINCE OF NOVA SCOTIA 

Fiscal position (lfs)

Fiscal Position as a
% of GDP (rhs)

Source: Federal Fiscal Reference Tables, Nova Scotia 2015 Budget. 
* Forecast. 
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spending restraint, weak investment and swelling imports 
likely related to the province’s shipbuilding contract.  

Exports are anticipated to be the major source of growth 
among economic drivers. Manufactured exports will benefit 
by the low Canadian dollar and robust U.S. demand. Tire 
exports, in particular, should see continued strength from 
strong auto sales south of the border. Following a shorter 
than usual season last year, fish landings are expected to 
improve this year, further supported by stronger prices. 

A rising price environment will benefit nominal activity 
measures, with the government anticipating nominal growth 
in 2016 and 2017 of 2.5% and 2.7%, respectively. 

Few new revenue initiatives after last years hikes

Based on this economic growth profile revenues are 
expected to increase by a much stronger 3.8% to $10.3 bil-
lion in FY2016-17. The divergence is related to a one time 
revenue bump of $110.3 million stemming from federal 
and municipal contributions towards a convention centre. 
Excluding this one-time revenue stream, revenues are pro-
jected to increase by 2.6% - more in line with nominal GDP.  

In fact, Budget 2016 contains only one tax increase. An 
increase in the tobacco tax of $0.02 per unit, effective April 
20, 2016, is forecast to raise an additional $15.8 million in 
FY2016-17.   

This is in stark contrast to last year’s budget which fo-
cused heavily on broad-based user fee hikes in an effort to 
balance the books. These measures appear to have paid off, 
increasing fee revenue by nearly 5%.

At the same time offshore petroleum royalties fell 32.2% 
to $10.5 million. Royalties are anticipated to remain low 
going forward as production volumes for the Sable Offshore 
Energy Project are expected to decline as the project nears 
its technical end date.  

Expenditure restraint remains a priority

The government is focused on balancing the need to 
achieve fiscal sustainability with targeted spending in prior-
ity areas. To that end, government spending in FY2016-17 
was limited to 1.9%.

Restraining government spending growth at 1.9% this fis-
cal year is planned by keeping health care spending flat. This 
may be a challenge in light of contractual wage obligations 
increases and an aging population -- which typically requires 
significantly higher per-capita health services spending -- 
presenting a potential risk to their budgetary outlook.

Other spending measures and initiatives in Budget 2016 
aim to address some of the province’s economic weaknesses. 
Specifically, the government will double the cap for provincial 
nominees in an effort to boost population growth. Moreover, 
in an effort to retain post-secondary students, the government 
has implemented a Graduate to Opportunity program to sup-
port employers hiring recent graduates. The government also 
stated it plans to make red-tape reduction a priority, and is 
working with New Brunswick and Prince Edward Island on 
initiatives for regional harmonization. Both measures aim to 
reduce the cost of doing business in the province.

Other spending highlights include:
• $6 million for rural high-speed internet infrastructure

• $21 million investment in education to reduce class 
sizes, help boards hire more teachers, and improve 
literacy and math skills

• $11.5 million for programs to support women at risk

15-16* 16-17 17-18 18-19 19-20
 Revenues** 9,893 10,264 10,374 10,617 10,815
  % change 1.3 3.8 1.1 2.4 1.9
 Spending 9,956 10,146 10,359 10,544 10,688
  % change 0.6 1.9 2.1 1.8 1.4
  Program spending*** 8,971 9,238 9,446 9,613 9,776
  Debt charges 855 842 853 871 837
  Pension valuation adj. 130 66 59 61 76
 Consolidation adj. -8.6 8.8 5.9 5.9 5.9
 Surplus/Deficit (-) -71 127 21 79 133
 % of GDP -0.2 0.3 0.0 0.2 0.3
 Net Debt 15,114 15,189 15,213 15,175 15,081
 % of GDP 37.9 37.1 36.2 35.1 34.1

***Including refundable tax credits.
Source: Nova Scotia Department of Finance.

NOVA SCOTIA GOVERNMENT FISCAL POSITION
( Million C$ unless otherwise indicated )

2016 Budget

* Forecast.
**Including net income from Government business enterprises. 

2015 2016 2017
Real GDP 0.8 0.9 0.8
Nominal GDP 2.1 2.5 2.7
Unemployment rate (%) 8.6* 8.4 8.1
Employment (000s) 448.1* 450.8 451.2
Population (000s) 943.0* 945.3 946.4

TABLE 2. NOVA SCOTIA ECONOMIC ASSUMPTIONS
 [ Per cent change unless otherwise noted ]

2016 BUDGET

Source: Nova Scotia Government. *Actual. 
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The government will continue to invest $10.2 million in 
the Portland ferry this fiscal year. While the ferry service 
acts as a solid conduit for increased tourism, and thus gen-
erates revenue, cost overages and direct subsidization is a 
frequent occurrence. 

Cautious budget surpluses used to reduced debt

For the first time since 2008-09 the Government of Nova 
Scotia is planning to balance the budget in FY2016-17, and 
remain in the black thereafter. In the current fiscal year, the 
government expects a $127 million surplus (0.3% of GDP). 

The surplus is planned to be used towards debt reduction. 
Debt-servicing costs are expected to climb over the next two 
years, but net -debt should begin to decrease in 2018-19, 
leading to lower debt costs over the longer term.  

In relative terms, net debt-to-GDP appears to have 
peaked last year at 37.9%, with the share expected to 
steadily fall towards 34.1% by FY2019-20. This provides 
the government with considerable financial security in the 
event of a negative economic or fiscal shock.

Bottom line

The Government of Nova Scotia is making concrete 
gestures needed to inspire confidence among Nova Scotians 
and other stakeholders their fiscal ship has been righted. 
This is true both in the near term, as the government raises 
revenues while keeping spending in check, and the long 
term, with a focus on debt reduction.

We are encouraged of the government’s fiscal plan and 
remain cautiously optimistic of its feasibility. On the one 
hand, we are somewhat skeptical of the government’s ability 
to hold health-care costs flat. On the other, the government’s 
revenue projections are based on prudently conservative as-
sumptions, offsetting much of the risks on the expenditure 
side.
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appropriate for other purposes.  The views and opinions expressed may change at any time based on market or other conditions and 
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NOVA SCOTIA OFFSHORE NATURAL GAS 
PRODUCTION 

Deep Panuke Sable

Source: Canada-Nova Scotia Offshore Petroleum Board  

Million's cubic metres 


