
Interim Review of Provincial 
Spending Analysis for CBRM



Why was governance study undertaken?

The governance study was commissioned to review the 
relationship between governance options (resources, 
structures and policies) and economic development in Cape 
Breton.
A key feature of the analysis was the preparation of a budget 
for Cape Breton Island. Estimated total revenue generated in 
Cape Breton annually is approximately $929 million.
This review considered only provincial, not federal, 
expenditures in Cape Breton. 



History of Request for Provincial Information

In support of the governance study, Deputy Mayor Jim 
MacLeod wrote to the Hon. Neil LeBlanc, Nova Scotia 
Minister of Finance on January 2, 2003 requesting:
– information on provincial revenue by source 

generated in Cape Breton; 
– information regarding all provincial expenditures in 

Cape Breton by program and/or by department; and 
– access to the provincial econometric or financial 

models used to calculate the Federal transfers to 
Nova Scotia.



History of Request (continued)

Minister LeBlanc’s response of February 14, 2003 to 
the CBRM indicated the following:
– personal and corporate income tax data could not 

be supplied due to confidentiality;
– other information cannot be broken down by region 

without extensive analysis and, given limited 
resources, the Finance Department was not 
prepared to do the analysis at the time; and

– due to confidentiality, the Department of Finance 
was not prepared to share their financial models 
with Dr. Locke (a co-author of the governance 
study).



History of Request (continued)

Governance study proceeded, therefore, without the 
benefit of the provincial information.
Revenue estimates were based upon a per capita 
share (16.24%) of provincial revenue estimates. The 
authors made detailed calculations of federal transfers.
Expenditure estimates were based upon a per capita 
share (16.24%) of provincial budget estimates for the 
2002-03 fiscal year.



Provincial Response Following Study Release 
Correspondence from Minister Ernie Fage 

(November 13, 2003)

– “We need to have a better understanding of the 
economic reality on Cape Breton Island. The economic 
analysis presented is a good first step. Many questions 
still need to be addressed.” 

– “Together with local partners and the three levels of 
government, we should discuss starting a process to 
review existing research and conduct additional work to 
provide a more detailed analysis of factors that impact 
the economy on Cape Breton Island.”



Provincial Spending Analysis for CBRM, Fiscal Year 
2002-03 (Released March 19, 2004)
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Provincial Spending Analysis for CBRM, Fiscal Year 
2002-03 (continued)
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Provincial Spending Analysis for CBRM, Fiscal Year 
2002-03 (continued)
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Provincial Spending Analysis (continued) 

The provincial spending analysis assumed total annual 
provincial revenue in the CBRM for 2002-03 to be 74% 
of the revenue identified in the governance study, 
which was $929,445,299. 
The revenue estimate used in the analysis, therefore, 
was $688 million.



Some of the Issues Arising From the Spending 
Analysis

Despite repeated requests, no information has been provided by the 
province to support or explain their figures, with the exception of the 
explanation regarding the debt-servicing costs attributed to the 
CBRM residents.
There exist some categories in which the estimates appear 
inconsistent with either the Public Accounts for Nova Scotia or 
departmental estimates.
Assuming figures are accurate, important areas of provincial 
responsibility (education, innovation, economic development, natural 
resources, agriculture and fisheries, tourism development and 
culture, transportation and public works) are under-funded in CBRM.
Economic development spending accounts for less than 1% of total
provincial spending in the CBRM.



Economic Development Expenditures in Nova Scotia,
2002-03

Department of Economic Development $20.8 m
Nova Scotia Business Incorporated $28.2 m
Nova Scotia Film Development Corp. $3.2   m
Nova Scotia Innovation Corporation $5.2   m
Trade Centre Limited $13.2 m
Waterfront Development Corporation Ltd. $2.1   m

Total $72.7 m
Note: Only two of the six economic development 
structures in Nova Scotia are active in the CBRM.



Comparison of Actual vs. Potential Spending in Key 
Areas of Provincial Responsibility in CBRM
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Areas Requiring Clarification

Debt Charges – It is not clear why debt charges were 
assessed in this manner – allocating all of the SYSCO 
debt to this region plus a full share of all remaining public 
debt in Nova Scotia.
This treatment of debt is not consistent with recognized 
public sector accounting principles. 
Assignment of per capita debt charges and incorporation 
of revenue from sinking funds would reduce the $206 
million estimate by more than $100 million.



Areas Requiring Clarification (continued)

Nova Scotia Liquor Corporation – The Liquor 
Corporation is a self-sustaining government business 
enterprise. 
Only the profits (losses) from the Corporation are 
included in the budget for the Government of Nova 
Scotia.
In 2002-03, the Corporation recorded earnings of 
$157,866,000, with sales in Cape Breton accounting 
for 17.3% of sales in Nova Scotia.
The treatment of the Liquor Corporation in the 
spending analysis, therefore, is inappropriate.



Areas Requiring Clarification (continued)

SYSCO – The provincial spending analysis shows an 
expenditure of $28.8 million associated with SYSCO.
Based upon the Public Accounts for 2002-03, the 
province actually provided $17 million to SYSCO 
during the fifteen-month period ending March 31, 2003.
This would suggest the figure provided in the provincial 
spending analysis for the CBRM exceeds actual 
provincial spending at SYSCO by approximately $15 
million in the 2002-03 fiscal year.



Areas Requiring Clarification (continued)

Department of Finance – The provincial spending 
analysis shows $5.6 million in expenditures by this 
department in the CBRM, which would represent 
40.9% of the total annual budget of the department in 
Nova Scotia.
With no staff and no programs identified in this region, 
this figure is difficult to understand.



What Has Been Learned Through This Process?

There is a lack of knowledge/information among both 
the provincial bureaucracy and elected representatives 
regarding provincial expenditures on a 
regional/community basis.
There is, therefore, apparently no capacity within the 
provincial government to conduct on-going evaluation 
of regional circumstances.
Without accurate information and objective on-going 
evaluation of effort versus results, there is no ability to 
significantly improve the situation in the CBRM or in 
other areas of Nova Scotia that may be experiencing 
serious economic challenges. 



Next Steps

CBRM has filed FOIPOP requests with the 
Government of Nova Scotia in order to obtain all 
supporting information.
Once this information has been obtained, a final review 
of the figures will be presented to the CBRM Council.
It is also important to obtain the revenue and 
expenditure figures for Cape Breton Island in order to 
finalize the governance study.



Thank you
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