
T
he gleeful celebrations by BC’s provincial Liberal
government over the doubtful achievement of a
‘balanced budget’ quickly fade into the thickening mists

of time. It was a doubtful achievement not only because it’s
doubtful whether it was really balanced, but also because it’s
doubtful that a ‘balanced budget’ justifies celebration. Better to
achieve something really worthy of a government, like an
improvement in the lives of British Columbians.

This fleeting fanfare was the mark of a government which
lacks both the imagination and the intellectual capacity to deal
with more than one objective at a time, and therefore picked
the least significant goal as its highest priority. The matching of
revenue with spending, if that is what it was, is a sort of lowest
common denominator of government success. It would be far
more impressive if it were accompanied by a thriving economy
or at least a feeling of general well-being. 

It is also, almost by definition, an achievement of the short
term, almost a matter of picking just the right instant to click
the accountant’s shutter. In fact, accounting is what this is all
about.

The Government has made much of its adoption of
‘Generally Accepted Accounting Principles’, or GAAP. This
seems to have had some benefits in terms of transparency. For
instance, it requires the government to include in its figures all
those government entities for which it is responsible, such as
Health Care Regions, School Districts, and so on. These
previously appeared only as expenditures or grants, so this does
in fact present a more complete picture of all the entities for
which government is responsible.

On the other hand, prepaid expenses and prepaid revenues
should be shown as accrued, with only the amount applicable
to the current year taken into account. An example might be
the one-time billion-dollar payment to be made by CN Rail for
a 90-year contract to operate BC Rail—it works out to only $10
million each year.

Probably the most fascinating illustration of the
government’s single-minded focus on a single bottom line is the
personal discipline imposed on cabinet ministers by the
Balanced Budget and Ministerial Accountability Act, passed in
2001. In addition to stating baldly that ‘the main estimates for

the 2004/2005 fiscal year or for any subsequent fiscal year must
not contain a forecast of a deficit for that fiscal year’ (they don’t),
the Act goes on to provide strong personal incentives for every
cabinet minister to ensure that the actual expenditures of his
ministry actually meet their targets.

Unique Sanctions
This incentive scheme comes straight out of a first year MBA
course. It’s just that it is unusual, to say the least, to apply it to
the elected members of a provincial cabinet.

The Act provides for 20% of each minister’s salary to be held
back until the final figures are in for each fiscal year, like a
construction contract. Then, provided that the overall
government surplus is at least 50% of that originally budgeted,
or the deficit is no greater than originally estimated, or break-
even was estimated and there is no deficit, then each member
of the cabinet gets 10% of his salary, or half the holdback, paid.

The other half of the holdback is payable to each minister if
the actual expenses of his department do not exceed the budget
in the main estimates.

This is a rather unique form of fiscal discipline, a blunt and
primitive device. Clearly, it describes a government that doesn’t
trust its ministers to maintain fiscal discipline. But given that
some budget adjustments and accounting arrangements can be
made to allow for expenditures which are beyond ministerial
control (such as fighting forest fires), it may well accomplish its
one and only objective.

The Single Bottom Line
The flaw in this apparently simple managerial scheme is that it
only deals with one bottom line—the financial one. The concept
of the single bottom line is one imported from business for
which there is only one measure of success: return on
investment (profit), or as it is frequently described, shareholder
value.

In business, this narrow definition of success leads to
emphasis on the short term at the expense of the future, and a
policy of ignoring quality in favour of quantity. Enterprises
often focus on buying and selling businesses—takeovers and
restructurings— rather than satisfying the customers. 
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Multiple Bottom Lines
Applied to government, the single bottom line is an even more
destructive concept, since the task of government is to deliver
services, to regulate, and to serve the public interest. The
success of a government cannot be measured  merely by
whether it can balance its budget, but by whether the people it
serves are healthy, properly fed, well housed, well educated;
that disadvantaged individuals are cared for; and that citizens
have both hope and opportunity (and that’s not all).  

There’s no point in making the numbers balance at the
expense of the environment, communities, or human security
and dignity. Or in making today’s numbers add up at the
expense of the future. 

The point is simply that government has many ‘bottom
lines’; an incentive system that recognizes only the financial,

and which skews all decision-making towards a balanced
budget, is a product of ignorance or deliberate distortion. 

But that’s what we’ve got, enshrined in the Balanced Budget
and Ministerial Accountability Act. 

It’s easy to see how the government can be focused on a
‘balanced budget’ as the pinnacle of its achievement. The
management system measures nothing else; the government
does not see itself as accountable for any other
accomplishments. (‘Blame it on the market, or the unions, or
the Americans - we did our bit.’) Ministers are not accountable
for their performance, or the well-being of British Columbians,
only for their own expenditures. 

It’s an irresponsibly narrow and unsophisticated concept of
government. It doesn’t work. ✐
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