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ABSTRACT

This study reviews historical trends in municipal finance in Canada to determine if 
there is any validity to two hypotheses that have been put forward to explain the 
deterioration of urban infrastructure:

• Municipalities have been devoting an increasing portion of their budgets 
to expenditures on "soft" services (education, health and social 
services). This means that expenditures on "soft" services have crowded 
out expenditures on "hard" services (roads, water and sewers). .

• Municipalities do not have appropriate revenues to make the required 
expenditures on "hard" services: transfers from other levels of 
government have fallen, there is pressure to keep property taxes down 
and municipalities do not want to increase their debt burden.

Data on revenues and expenditures for the last two decades are presented for all local 
governments in Canada combined and for local governments in five provinces (British 
Columbia, Alberta, Ontario, Quebec and Nova Scotia). For seven cities (Vancouver, 
Edmonton, Calgary, Ottawa, London, Sherbrooke and Halifax), data are presented for 
the last ten to twenty years (depending on availability).

The study shows that it is somewhat difficult to compare expenditure trends across 
cities because characteristics such as responsibilities, the method of recording 
expenditures and government structure may vary. Nonetheless, the findings indicate 
that expenditures on "soft" services may have crowded out expenditures on "hard" 
services.



EXECUTIVE SUMMARY

It has been argued that the deterioration of infrastructure in Canadian cities is a direct 
consequence of a decline in municipal spending on "hard" services (roads, water and 
sewers). Two hypotheses have been put forward to explain the decline in municipal 
expenditures on infrastructure:

• Municipalities have been devoting an increasing portion of their budgets 
to expenditures on "soft" services (education, health and social 
services). In essence, expenditures on "soft" services have crowded out 
expenditures on "hard" services.

• Municipalities do not have appropriate revenues to make the required 
expenditures on hard services: transfers from other levels of government 
have fallen, there is pressure to keep property taxes down and 
municipalities do not want to increase their debt burden.

This study reviews historical trends in municipal finance in Canada to determine 
whether there is any basis for these hypotheses. While the study does not test 
empirically the reasons for the decline in spending on hard services, it does show the 
trends in expenditures on hard and soft services and the trends in the sources of local 
government revenue (including debt financing).

The Data

The data are presented in three parts:

• national trends in revenues and expenditures for all local governments in 
Canada;

• provincial trends in revenues and expenditures for local governments in 
five provinces: British Columbia, Alberta, Ontario, Quebec and Nova 
Scotia;

• trends in revenues and expenditures for seven cities in Canada: 
Vancouver, Edmonton, Calgary, Ottawa, London, Sherbrooke and 
Halifax.
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The source of data for the national and provincial trends is Statistics Canada public 
finance historical data. The data for six of the seven cities are taken from the annual 
statistical reports on municipal government finance compiled by provincial ministries 
or departments of municipal affairs. The data for Sherbrooke are taken from the 
annual reports of the city.

The Findings

I. National and Provincial Trends

The review of national and provincial trends in expenditures and revenues suggest 
some similarities and some differences across provinces:

While expenditures on hard services have generally not grown as quickly 
as expenditures on soft services, municipal expenditures on water have 
increased in all provinces. Municipal road expenditures have increased in 
municipalities in Alberta, Quebec and Nova Scotia but have declined (in 
constant dollars per capita) in Ontario and British Columbia. Municipal 
sewage expenditures have increased in all provinces except B.C.

In most provinces, transfers from other levels of government (including 
transfers for education) provide the largest source of revenue. The 
exception is Ontario where property taxes represent the largest source 
of revenue to local governments. In terms of growth, property taxes 
have not increased particularly rapidly over the last twenty years and, in 
B.C., municipal property taxes have declined. User fees are the fastest 
growing municipal revenue source, especially in Alberta and Ontario.

Debt charges relative to expenditures have been increasing in 
municipalities in Alberta and B.C. and declining in municipalities in 
Ontario and Nova Scotia. While they have remained fairly steady in 
Quebec municipalities, debt charges relative to expenditures are higher 
in that province than the Canadian average.



II. City Trends

The findings for the seven cities are somewhat different than the national and 
provincial trends largely because the data for the cities do not include expenditures 
or revenues on education. The omission of education affects the conclusions regarding 
the crowding out of hard services by soft services and also the relative importance of 
provincial transfers to local governments.

The findings for the seven cities can be summarized as follows:

1. There are differences in government structure across municipalities.

Differences in expenditure responsibilities arise because the structure of local 
government in which each city operates is somewhat different;

• Vancouver is part of the Greater Vancouver Regional District (GVRD) but 
is not required to participate in the services provided by the GVRD. The 
GVRD is primarily responsible for regional planning and regional parks.

• In Ottawa, on the other hand, the Regional Municipality of Ottawa- 
Carleton is responsible for public transit, social services, arterial roads, 
water, sewage treatment, and some planning and economic, 
development. The City is left with police, fire, local streets, parks and 
recreation, libraries, some planning and economic development and a few 
smaller services.

• In Halifax, the Metropolitan Authority provides public transit, solid waste 
disposal and some planning services for the Cities of Halifax and 
Dartmouth, the Town of Bedford, and the County of Halifax.

• Calgary, Edmonton, London and Sherbrooke are not part of a regional 
government system and hence, do not have another level of local 
government sharing in service delivery.

2. There are differences in the division of responsibiiities between the province and 
locai governments.

Differences in provincial-local responsibilities across provinces will affect how 
municipalities make expenditures:



• In British Columbia (Vancouver), Alberta (Edmonton and Calgary) and 
Quebec (Sherbrooke), the province assumes almost total responsibility 
for social services.

• In Ottawa, the region shares responsibility for social services with the 
province.

• In London and Halifax, the cities share responsibility for social services 
with the province.

3. The method of recording expenditures varies in each city.

It can be difficult to compare expenditures across municipalities because of 
differences in reporting methods:

In Calgary, Edmonton, London and Ottawa, all municipal expenditures 
(including those of separate utilities and commissions) are consolidated. 
For the other cities, the only services reported are those directly provided 
by the city government.

Edmonton, Calgary and Sherbrooke are involved in the provision of 
electricity, although this service is excluded from the data for 
Sherbrooke. Edmonton also has its own municipal telephone system and 
a very active municipal airport.

Public transit expenditures and revenues are included in the data for 
Edmonton, Calgary, London, Ottawa and Sherbrooke but excluded for 
Vancouver and Halifax.

Water utility expenditures and revenues are excluded for Vancouver, 
Ottawa, and Halifax but included in the other cities.

4. Soft services may have crowded out hard services.

Soft services provided by the cities are social services and health. Education, as noted 
earlier, does not appear in the municipal data. London and Halifax are the only cities 
with any significant responsibility for social services (public health is fairly small 
everywhere). For this reason, these two cities can be used to compare the growth in 
soft services with the growth in hard services:

-iv-



• For Halifax, the growth rate for all municipal expenditures (from 1972 to 
1990) was less than 1 percent per year. The growth rate for social 
services was 3.9 percent per year compared to a decline in expenditures 
on roads of 1.4 percent per year and an increase in sewage expenditures 
of 2.2 percent per year.

• For London, the growth rate for all municipal services was 2.2 per cent 
per year (from 1977 to 1990). The comparable growth rate for social 
services over this time was 6.5 percent per year compared to 2.1 
percent per year for water, 3.0 percent per year for sewers, and 0.5 
percent per year for roads.

In both cities with reasonably large expenditures on social services, the rate of growth 
of expenditures on soft services has exceeded that of hard services.

For those cities without significant expenditures on social services, a comparison of 
expenditures on hard services with total expenditures shows the following:

For Vancouver, municipal expenditures, in aggregate, grew by 0.4 
percent per year from 1971 to 1990. Environmental services and roads 
grew by 6.0 and 5.6 percent respectively.

For Edmonton, municipal expenditures grew by 2.7 percent from 1980 
to 1990. Expenditures on sewers grew by 25.3 percent per year and on 
water by 2.3 percent per year. Road expenditures grew by 5.0 percent 
per year.

For Calgary, municipal expenditures grew by 1.6 percent per year from 
1980 to 1990. Expenditures on sewers and water increased by 5.9 
percent per year and 2.4 percent per year respectively. Expenditures on 
roads grew by 7.0 percent per year.

For Ottawa, municipal expenditures declined, on average, by 0.1 percent 
per year from 1977 to 1990. Expenditures on sewers increased by 4.0 
percent while expenditures on streets declined by 4.1 percent per year. 
As noted earlier, the Region is also responsible for some sewage and 
road expenditures.

For Sherbrooke, municipal expenditures grew by an average of 2.4 
percent per year from 1982 to 1991. Expenditures on water and 
sewage grew at a slower rate of 1.3 percent while expenditures on roads 
grew by the same rate of 0.8 percent per year.
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In summary, in those cities with a major responsibility for sociai services, it appears 
that expenditures on soft services may have crowded out expenditures on hard 
services. In those cities with limited responsibility for social services, the growth jn 
hard services has almost always exceeded the growth for all municipal services 
combined. In other words, it appears that where there are soft services at the local 
level, they have likely crowded out hard services. The national and provincial trends 
are even stronger because education is included as a soft service.

5. Property taxes have not shown a dramatic increase.

Each of the cities relies on similar revenue sources: property taxes, user fees, 
provincial transfers and other revenues. However, trends in the use of these revenues 
vary;

• Property taxes as a percent of municipal revenues have declined in every 
city, although the extent of the decline differs.

• In two cities (Edmonton and Ottawa), property taxes (in constant dollars 
per capita) declined over the period.

• In all but two cities (Ottawa and Sherbrooke), user fees as a percent of 
municipal revenues increased.

• In Vancouver, Edmonton and Calgary, both conditional and unconditional 
grants declined in relative importance. In London and Halifax, 
unconditional grants declined in relative importance while conditional 
grants increased in relative importance. In Ottawa, the opposite 
occurred.

• In every city, except for Sherbrooke, the category of 'other revenue' 
(licences, permits, fines, return on investment, etc.) has increased in 
relative importance.

These trends are consistent with the national and provincial trends with the exception 
of transfers. Transfers are more significant in the national and provincial data because 
a large portion of education funding is comprised of transfers.
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6. The debt burden has not been increasing in most municipalities. 

The findings on the debt suggest the foiiowing:

The debt burden ranges from $65 per capita in London to $612 per 
capita in Edmonton.

Debt charges as a percent of consoiidated municipai expenditures are 
higher in Edmonton, Caigary and Sherbrooke than eisewhere.

Debt charges in London, Ottawa and Halifax have declined, and in some 
cases quite dramatically, over the past decade or two.

Debt charges have remained relatively constant over the past twenty 
years in Vancouver.

The trends for the seven cities are consistent with the provincial trends.

7. The quality of infrastructure is probably better for water and sewers than for roads.

Interviews with municipal officials in six of the seven cities {there was no information 
on capital spending in Sherbrooke) suggests that the quality of infrastructure is 
probably higher for water and sewers than for roads:

• Where services are financed by user fees, the quality tends to be higher. 
This has meant that the quality of water and sewers tends to be higher 
than the quality of roads.

• Recent emphasis on environmental standards has meant there has been 
a higher priority placed on water and sewer expenditures than on road 
expenditures.

Other findings on the quality of infrastructure suggest that:

• Quality is more of a problem in the older cities such as Halifax; the 
quality of infrastructure in newer cities such as Vancouver is less of a 
problem.

• The quality of infrastructure tends to be worse in cities that have a 
relatively small revenue base.
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8. The trends in municipal finance have highlighted many research questions.

While the trends in revenues and expenditures suggest some interesting hypotheses, 
further empirical analysis is required to understand what these trends mean. Some 
examples of research questions that would benefit from empirical analysis include:

• In those provinces where education and/or welfare are provincial 
responsibilities, is there an impact on how much municipalities spend on 
hard services?

• Does government structure (regional government versus single-tier cities) 
have an impact on spending on hard services?

• Does organizational structure affect the magnitude of expenditures on 
soft services? For example, is the quality or quantity of services greater 
where there are utility commissions separate from the municipality?

• Do provincial conditional grants to municipalities affect rinunicipal 
decisions to spend on hard versus soft services?

• Is the decision to spend on hard services influenced by the magnitude of 
the expenditures on soft service?

• Do municipalities which borrow relatively more spend more on hard 
services?

• Does greater use of user fees increase the quantity and quality of 
infrastructure?
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RESUME

La presente etude est une revue des tendances passees des finances 
municipales au Canada. Elle a pour objet de verifier les deux hypotheses 
mises de I’avant pour expliquer la deterioration de I'infrastructure urbaine :

_ Les municipalites ont consacre une proportion croissante de leurs 
budgets aux depenses en services ^'^immateriels^^ (education, sante 
et services sociaux), si bien que les depenses en services 
■^immateriels^^ ont exclu les depenses en equipements publics 
(voirie, eau et egouts).

_ Les municipalites n'ont pas les recettes voulues pour faire les 
depenses requises en equipements publics : leurs transferts des 
autres niveaux de gouvernement ont diminue, elles sont la cible 
de pressions visant a les amener a maintenir les taxes a un bas 
niveau et elles ne veulent pas accroitre leur fardeau de dette.

Les donnees sur les recettes et les depenses des deux dernieres decennies 
sont presentees pour 1’ensemble des administrations locales au Canada, et 
pour les administrations locales de cinq provinces (Colombie-Britannique, 
Alberta, Ontario, Quebec et Nouvelle-Ecosse). Pour sept villes (Vancouver, 
Edmonton, Calgary, Ottawa, London, Sherbrooke et Halifax), les donnees 
sont presentees pour les dix a vingt dernieres annees (selon leur 
disponibilite).

L’etude revele qu'il est plutot difficile de comparer des tendances entre 
villes parce que diverses caracteristiques comme les responsabilites, la 
methode de consignation des depenses et la structure de 1'administration 
peuvent varier. Neanmoins, les constatations indiquent que les depenses en 
services '^'^immateriels^^ ont pu ex dure les depenses en equipements publics.



SOMMAIRE

On a fait valoir que la deterioration de I'infrastructure des villes 
canadiennes est la consequence directe d’un recul des depenses municipales 
en equipements publics (voirie, eau et egouts). Deux hypotheses ont ete 
avancees pour expliquer le reciil des depenses municipales en 
infrastructure :

_ Les municipalites ont consacre une proportion croissante de leurs 
budgets aux depenses en services ^'^immateriels^^ (education, sante 
et services sociaux). Essentiellement, les depenses en services
'^^immateriels^^ ont exclu les depenses en equipements publics.

_ Les municipalites n'ont pas les recettes voulues pour faire les 
depenses requises en equipements publics : leurs transferts des 
autres niveaux de gouvernement ont diminue, elles sont la cible 
de pressions visant a les amener a maintenir les taxes a un bas 
niveau et elles ne veulent pas accroitre leur fardeau de dette.

La presente etude est une revue des tendances passees des finances 
municipales au Canada, dont I’objet est d’etablir si ces hypotheses sont 
fondees. Bien qu'elle ne verifie pas empiriquement les raisons du recul des 
depenses en equipements publics, 1’etude revele les tendances des depenses 
en biens d'eqxxipement et en services immateriels et les tendances concernant 
les sources des recettes des administrations locales (y compris le service de 
la dette),

Les donnees

Les donnees sont presentees en trois parties :

_ tendances nationales des recettes et des depenses pour 1'ensemble 
des administrations publiques au Canada;

_ tendances provinciales des recettes et des depenses pour 
1'ensemble des administrations dans cinq provinces :
Colombie-Britannique, Alberta, Ontario, Quebec et 
Nouvelle-Ecosse;



_ tendances des recettes et des depenses pour sept villes du 
Canada : Vancouver, Edmonton, Calgary, Ottawa, London,
Sherbrooke et Halifax.

Les tendances nationales et provinciales ont ete degagees des donnees 
chronologiques de Statistique Canada sur les finances publiques. Les 
donnees pour six des sept villes sont tirees des rapports statistiques 
annuels sur les finances publiques municipales etablis par les ministeres 
provinciaux des Affaires municipales. Les donnees pour Sherbrooke 
proviennent des rapports annuels de la ville.

Les constatations

I. Tendances nationales et provinciales

La revue des tendances nationales et provinciales des depenses et des 
recettes fait ressortir certains points de ressemblance et certaines 
differences entre les provinces :

Bien que les depenses en equipements publics n’aient generalement 
pas cru aussi vite que les depenses en services immateriels, les 
depenses municipales pour I'eau ont augmente dans toutes les 
provinces. Les depenses municipales pour la voirie ont augmente 
dans les municipalites de 1’Alberta, du Quebec et de la 
Nouvelle-Ecosse, mais diminue (en dollars constants par habitant) 
en Ontario et en Colombie-Britannique. Les depenses municipales 
pour les egouts ont augmente dans toutes les provinces sauf en 
Colombie-Britannique.

Dans la plupart des provinces, les transferts des autres niveaux 
de gouvernement (y compris les transferts pour 1'education) 
constituent la premiere source de recettes. L’exception est 
rOntario, oil les taxes foncieres representent la premiere source 
de recettes pour les administrations locales. Pour ce qui est de la 
croissance, les taxes foncieres n'ont pas augmente particulierement 
vite depuis vingt ans et, en Colombie-Britannique, les taxes 
municipales ont diminue. Les droits d'utilisation sont la source de 
recettes municipales qui croit le plus vite, surtout en Alberta et 
en Ontario.
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Le service de la dette par rapport aux depenses augmente dans 
les municipalites de 1'Alberta et de la Colombie-Britannique et 
diminue dans les municipalites de 1'Ontario et de la
Nouvelle-Ecosse. Bien qu'il soit demeure relativement constant 
dans les municipalites du Quebec, le service de la dette par 
rapport aux depenses depasse la moyenne canadienne dans cette 
province.

II. Tendances urbaines

Les constatations pour les sept villes different quelque peu des tendances 
nationales et provinciates, essentiellement parce que les donnees pour les 
villes ne comprennent pas les depenses ni les recettes pour I'education. 
L'omission de I’education se repercute sur les conclusions en ce qui 
concerne I’exclusion des biens d'equipement par les services immateriels et 
aussi I'importance relative des transferts provinciaux aux administrations 
locales.

Les conclusions pour les sept villes peuvent se resumer comme suit :

1. n y a des differences de structure de gouvemement entre les 
municipalites.

Les differences de responsabilites en matiere de depenses viennent de ce 
que la structure de I'administration locale de chaque ville differe quelque 
peu :

_ Vancouver fait partie du District regional du Grand Vancouver 
(DRGV), mais n'est pas tenue de participer aux services assures 
par le DRGV. Le DRGV est d'abord et avant tout responsable de 
I'urbanisme regional et des pares regionaux.

_ A Ottawa, par ailleurs, la Municipalite regionale d'Ottawa-Carleton 
est responsable des transports en commun, des services sociaux, 
des arteres de communication, de I'eau, du traitement des egouts, 
et d’une partie de I'urbanisme et du developpement economique. II 
ne reste plus a la ville que la police, la protection-incendie, les 
rues locales, les pares et loisirs, les bibliotheques, une partie de 
I'urbanisme et du developpement economique, et quelques services 
restreints.

-m-



A Halifax, rAdministration metropolitaine s'occupe des transports 
en commun, de 1’elimination des dechets solides et de certains 
services d'urbanisme pour les villas de Halifax et de Dartmouth, 
la ville de Bedford, et le comte de Halifax.

Calg’ary, Edmonton, London et Sherbrooke ne font pas partie d'un 
systeme d'administration regionale, de sorte qu'elles n'ont pas 
d'autres paliers d'administration locale participant a la prestation 
des services.

2. n y a des differences dans le partage des responsabilites entre la 
province et les administrations locales.

Les differences de responsabilites provinciales-locales d'une province a 
I'autre ont des incidences sur la fa?on dont les municipalites font leurs 
depenses :

_ En Colombie-Britannique (Vancouver), en Alberta (Edmonton et 
Calgary) et au Quebec (Sherbrooke), la province assume la 
responsabilite presque entiere des services sociaux.

_ A Ottawa, la region se partage la responsabilite des services
sociaux avec la province.

_ A London et a Halifax, les villes se partagent la responsabilite 
des services sociaux avec la province.

3. La methode de consignation des depenses varie d'une viUe a I'autre.

II peut etre difficile de comparer les depenses entre municipalites, en raison 
de differences de methodes de declaration :

_ A Calgary, a Edmonton, a London et a Ottawa, toutes les
depenses municipales (y compris celles des services publics et 
commissions autonomes) sont consolidees. Pour les autres villes, 
les seuls services declares sont ceux qui sont assures directement 
par I'administration municipale.
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Edmonton, Calgary et Sherbrooke contribuent a la fourniture de 
I'electricite, mais ce service soit exclu des donnees pour 
Sherbrooke. Edmonton a aussi son propre systeme telephonique 
municipal ainsi qu'un aeroport municipal tres actif.

Les depenses et les recettes des transports en commun sont 
comprises dans les donnees pour Edmonton, Calgary, London, 
Ottawa et Sherbrooke, mais exclues pour Vancouver et Halifax.

Les depenses en services publics d'eau et les recettes 
correspondantes sont exclues pour Vancouver, Ottawa et Halifax, 
mais incluses pour les autres villes.

4. Les services immateriels ont peut-etre exclu les biens d’equipement.

Les services immateriels assures par les villes sont les services sociaux et la 
sante. L'education, ainsi que nous I'avons vu plus haut, n'apparait pas 
dans les donnees municipales. London et Halifax sont les seules villes ayant 
quelque responsabilite d'importance en matiere de services sociaux (la sante 
publique est plutot negligeable partout). Pour cette raison, ces deux villes 
peuvent servir de point de comparaison pour la croissance des services 
immateriels avec la croissance des biens d'equipement :

_ Pour Halifax, le taux de croissance pour 1'ensemble des depenses 
municipales (de 1972 a 1990) a ete de moins de 1 p. 100 par an. 
Le taux de croissance des services sociaux a ete de 3,9 p. 100 
par an a comparer a un recul des depenses de voirie de 
1,4 p. 100 par an et a une augmentation des depenses d'egout de 
2,2 p. 100 par an.

_ Pour London, le taux de croissance pour Pensemble des services 
municipaux a ete de 2,2 p. 100 par an (de 1977 a 1990). Le taux 
de croissance comparable pour les services sociaux sur cette 
periode a ete de 6,5 p. 100 par an a comparer a 2,1 p. 100 par 
an pour I'eau, a 3,0 p. 100 par an pour les egouts, et a 
0,5 p. 100 par an pour la voirie.

Dans les deux villes ayant des depenses raisonnablement considerables de 
services sociaux, le taux de croissance des depenses en services immateriels 
a depasse celui des depenses en equipements publics.
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Pour les villes ayant des depenses considerables en services sociaux, la 
comparaison des depenses en equipements publics avec 1'ensemble des
depenses revele ce qui suit :

_ Pour Vancouver, les depenses municipales, au total, ont cru de 
0,4 p. 100 par an entre 1971 et 1990. Les services
environnementaux et la voirie ont connu xme progression de
6,0 p. 100 et 5,6 p. 100, respectivement.

_ Pour Edmonton, les depenses municipales ont progresse de
2,7 p. 100 entre 1980 et 1990. Les depenses pour les egouts ont 
augmente de 25,3 p. 100 par an et celles pour I’eau de 2,3 p. 100 
par an. Les depenses de voirie ont cru de 5,0 p. 100 par an.

_ Pour Calgary, les depenses municipales ont progresse de
1,6 p. 100 par an entre 1980 et 1990. Les depenses pour les 
egouts et I’eau ont augmente de 5,9 p. 100 par an et de
2,4 p. 100 par an, respectivement. Les depenses de voirie ont 
cru de 7,0 p. 100 par an.

_ Pour Ottawa, les depenses municipales ont diminue, en moyenne, 
de 0,1 p. 100 par an de 1977 a 1990. Les depenses pour les 
egouts ont augmente de 4,0 p. 100 par an, alors que les depenses 
pour les rues ont diminue de 4,1 p. 100 par an. Ainsi que nous 
I’avons indique plus haut, la region est aussi responsable de 
certaines depenses d'egouts et de voirie.

_ Pour Sherbrooke, les depenses municipales ont cru, en moyenne, 
de 2,4 p. 100 par an de 1982 a 1991. Les depenses pour I'eau et 
les egouts ont progresse plus lentement, soit a 1,3 p. 100, alors 
que les depenses de voirie ont progresse au meme rythme de 
0,8 p. 100 par an.
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En resume, dans les villes ayant une grande responsabilite en matiere de 
services sociaux, il semble que les depenses en services immateriels ont pu 
exclure les depenses en equipements publics. Dans les villes ayant une 
responsabilite limitee en matiere de services sociaux, la croissance des biens 
d'equipement a presque toujours depasse la croissance pour 1'ensemble des 
services municipaux. Autrement dit, il semble que, la ou il y a des 
services immateriels au niveau local, ils ont vraisemblablement exclu les 
biens d'equipement, Les tendances nationales et provinciates sont encore 
plus nettes parce que I'education est comptee comme service immateriel.

5. Les taxes foiicieres n’ont pas affiche d'augmentatioii spectaculaire.

Chacune des villes compte sur les memes sources de recettes : taxes
foncieres, droits d'utilisation, transferts provinciaux et autres recettes. 
Cependant, les tendances de I'utilisation de ces recettes varient :

_ Les taxes foncieres en pourcentage des recettes municipales ont 
diminue dans chaque ville, bien que I'ampleur de la diminution soit 
diff erente.

_ Dans deux villes (Edmonton et Ottawa), les taxes foncieres (en
dollars constants par habitant) ont diminue sur la periode.

_ Dans toutes les villes sauf deux (Ottawa et Sherbrooke), les
droits d'utilisation en pourcentage des recettes municipales ont 
augmente.

_ A Vancouver, a Edmonton et a Calgary, les subventions
conditionnelles et inconditionnelles ont perdu de leur importance 
relative. A London et a Halifax, les subventions inconditionnelles 
ont perdu de leur importance relative, alors que les subventions 
conditionnelles ont pris de I'importance relative. A Ottawa, c'est 
I'inverse qui s'est produit.

_ Dans chaque ville, sauf a Sherbrooke, la categorie des autres
recettes (licences, permis, amendes, rendement de 
I'investissement, etc.) a pris de I'importance relative.

Ces tendances s'inscrivent dans les tendances nationales et provinciales, 
sauf pour les transferts. Les transferts sont plus importants dans les 
donnees nationales et provinciales parce qu'uhe forte partie du financement 
de I'education est formee de transferts.
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6. Le fardeau de la dette ix'a pas augmente dans la plupart des 
mnnicipalites.

Les constatations relatives a la dette font ressortir ce qui suit :

_ Le fardeau de la dette se situe entre 65 $ par habitant a London 
et 612 $ par habitant a Edmonton.

_ Le service de la dette en pourcentage des depenses municipales 
consolidees est plus eleve a Edmonton, a Calgary et a Sherbrooke 
qu'ailleurs.

_ Le service de la dette a London, a Ottawa et a Halifax a diminue, 
et dans certains cas de fagon tres spectaculaire, depuis une ou 
deux decennies.

Le service de la dette est demeure relativement constant au cours 
des vingt dernieres annees a Vancouver.

Les tendances pour les sept villes vont dans le sens des tendances 
provinciates.

7. La qualite de I’infrastructure est probablement meilleure pour I’eau et les 
egouts que pour la voirie.

Les entrevues avec les fonctionnaires municipaux de six des sept villes (il 
n'y a pas de renseignements disponibles sur les depenses d’immobilisation a 
Sherbrooke) font ressortir que la qualite de I'infrastructure est 
probablement meilleure pour I'eau et les egouts que pour la voirie :

_ La oil les services sont finances par des droits d'utilisation, la 
qualite a tendance a etre meilleure. Ainsi, la qualite des services 
d’eau et des egouts a tendance a etre superieure a la qualite des 
routes.

_ A la suite de I'accent mis recemment sur les normes 
environnementales, les depenses pour I'eau et les egouts ont eu 
une priorite plus elevee que les depenses pour la voirie.
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II ressort des autres constatations' sur la qualite de ^infrastructure que :

_ La qualite constitue davantage un probleme dans les vieilles villes, 
comme Halifax; la qualite de I'infrastructure dans les nouvelles 
villes comme Vancouver constitue un probleme moindre.

_ La qualite de I'infrastructure a tendance a etre pire dans les 
villes dont I'assiette de recettes est relativement restreinte.

8. Les tendances des finances mnnicipales ont fait ressortir de nombrenses 
questions de recherche.

Alors que les tendances des recettes et des depenses evoquent certaines 
hypotheses interessantes, il faut pousser I'analyse empirique pour 
comprendre ce qu'elles signifient. Void certains examples de questions de 
recherche qui profiteraient d'une analyse empirique :

_ Dans les provinces ou 1'education et (ou) le bien-etre social sont 
des responsabilites provinciales, y a-t-il des incidences sur le 
montant que les municipalites consacrent aux biens d'equipement?

_ La structure de I'administration (administration regionale par 
opposition a ville a un seul palier d'administration) a-t-elle des 
incidences sur les depenses en equipements publics?

_ La structure d'organisation a-t-elle une influence sur I'ampleur
des depenses en services immateriels? Par example, la qualite et 
la quantite des services sont-elles plus grandes lorsqu'il y a des 
commissions autonomes de services publics?

_ Les subventions conditionnelles des provinces aux municipalites
ont- elles des incidences sur les decisions des municipalites de 
depenser en equipements publics plutot qu'en services immateriels?

_ La decision de depenser en equipements publics est-elle tributaire 
de I'ampleur des depenses en services immateriels?

_ Les municipalites qui emp run tent relativement plus depensent-elles 
davantage en equipements publics?

_ Y a-t-il un rapport entre le niveau des droits d'utilisation et la quantite 
et la qualite de I'infrastructure?

-IX-
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INTRODUCTION AND OVERVIEW

The deterioration in urban infrastructure in Canada has been well documented (see, 
for example. Federation of Canadian Municipalities, 1984 and CMHC, 1989). It has 
sometimes been argued that this deterioration is a direct consequence of a decline in 
municipal spending on "hard" services such as roads, water and sewers. Two 
hypotheses have been put forward to explain the decline in municipal expenditures on 
infrastructure:

• Municipalities have been devoting an increasing portion of their budgets 
to expenditures on the "soft" services such as education, health and 
social services. In essence, expenditures on "soft" services have 
crowded out expenditures on "hard" services.

• Municipalities do not have appropriate revenues to make the required 
expenditures on hard services: transfers from other levels of government 
have fallen, there is pressure to keep property taxes down and 
municipalities do not want to increase their debt burden.

The purpose of this study is review historical trends in municipal finance in Canada 
to determine whether there is any basis for these hypotheses. While the study does 
not test empirically the reasons for the decline in spending on hard services, it does 
show the trends in expenditures on hard and soft services and the trends in the 
sources of revenue used by local governments. It also considers trends in debt

-I

financing by municipal governments.



Outline

Trends in municipal finance are presented in three parts:

• Part I summarizes national trends in revenues and expenditures for all 
local governments in Canada. Expenditures include municipal 
expenditures and expenditures on elementary and secondary education; 
capital and operating expenditures are combined.

• Part II summarizes provincial trends in revenues and expenditures for 
local governments in five provinces^: British Columbia, Alberta, Ontario, 
Quebec and Nova Scotia. Expenditures include municipal expenditures 
and expenditures on elementary and secondary education; capital and 
operating expenditures are combined.

• Part III summarizes trends in revenues and expenditures for seven 
municipalities in Canada: Vancouver, Edmonton, Calgary, Ottawa, 
London, Sherbrooke and Halifax. Unlike the national and provincial data, 
only expenditures by municipalities on municipal functions are included. 
School board expenditures are not included. Operating and capital 
expenditures (and revenues) are presented separately.

Local government finance data have been collected on a provincial and national basis 
to provide a broader picture of trends in municipal finance. The more aggregated data 
provide a broader context in which to analyze trends and permit us to determine if the 
seven cities are unique in some way or if they are consistent with provincial and 
national trends.

’ The five provinces are those in which the seven cities in Part III are located.
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The data for each of the seven municipalities is presented separately for capital and 
operating purposes. Municipalities generally have two budgets: operating and capital. 
The operating budget applies to the day-to-day operations of the municipality and 
includes expenditures on wages and salaries, materials and equipment, maintenance 
(rehabilitation) expenditures, debt charges and other objects of expenditure. Capital 
expenditures include expenditures on physical assets such as sewer and water 
facilities and other large expenditures items.

For each province and city, the data are presented in four ways:

• The data are presented in current dollars to show expenditures and 
revenues in each year.

• The data are presented in per capita terms to give an indication of the 
expenditures (revenues) relative to the size of the population. Since 
expenditures and revenues increase from year to year, in part, because 
there are simply more people, it is important to look at how expenditures 
per capita have changed over time.

• The data are presented in constant (1986) dollars per capita. Per capita 
expenditures have been deflated by the implicit GNE price deflator for 
total government expenditures. One of the reasons why expenditures (or 
revenues) have increased is because of a general increase in the price 
level which was beyond the control of any individual municipality. To 
analyze trends over time, it is necessary to look at the growth in 
constant dollar expenditures per capita removing the influence of 
inflation and population changes.

The distribution of revenues and expenditures is also shown for each 
available year. This shows what portion of the budget (or what



proportion of total revenues) is accounted for by individual items.

Annual average growth rates have been calculated for expenditures and revenues in 
constant dollars per capita. The annual average growth rate is the effective compound 
annual rate of increase over the period.

Data

Data Sources

The national trends and provincial trends in local government expenditures and 
revenues are taken from Statistics Canada, Public Finance Historical Data. 1965/66 - 
1991/92. Financial Management System (Catalogue 68-512 Occasional).

The data for all of the cities, with the exception of Sherbrooke, are taken from the 
annual statistical reports on municipal government finance published by the provincial 
ministries or departments of municipal affairs. Since this information was not available 
for the last twenty years for Quebec municipalities, the annual reports for the City of 
Sherbrooke were used instead.

•T

The provincial annual statistical reports provide a consistent time-series data set for 
each of the municipalities. The data in these reports (with the exception of Nova 
Scotia) are put together from financial information returns submitted annually to the 
province by each municipality. In Nova Scotia, the data are collected by the provincial 
ministry from annual reports plus other financial statements of municipalities.

The data have been supplemented by information from annual reports of the cities. 
Annual reports have been used to verify provincial data and to provide background 
information on changes in expenditures and revenues over time. Annual reports 
provide a summary of the audited financial statements of municipalities but these are



not as detailed as the information in the provincial summaries of municipal statistics. 
Annual reports tend to emphasize particular expenditures in any given year and the 
emphasis changes from year to year. The information is also presented in a different 
way than in the provincial statistics.

In addition to the published statistics, we have relied on interviews with provincial and 
municipal officials. At the provincial level, officials in the departments or ministries of 
municipal affairs were interviewed about consistency in the data over time. At the 
municipal level, finance officials were interviewed about various aspects of the data; 
public works officials were interviewed about the quality of the infrastructure.

Data Problems

With a database of this magnitude and detail, it is not surprising that there are some 
problems. This section highlights some of the general problems and illustrates them 
with some examples. A more detailed description of the available data for each city 
and the data problems is provided in the city sections of the paper.

It was not possible to provide a consistent twenty-year time-series for each of the 
seven municipalities for a number of reasons:

• All years were not available for each municipality from provincial or 
municipal sources. For example, it was not possible to obtain data for 
Sherbrooke prior to 1982.

Reporting styles change over time. For example, the breakdown of user 
fees by function was available for Ottawa and London for some years 
but not all. In general, a consistent time-series data set for Ottawa and



• In some municipalities, services are provided by separate boards or 
commissions. Utilities and transit in Vancouver, for example, are 
sometimes provided outside of the municipal departments and have been 
recorded separately.

There are also problems in attempting to compare expenditure and revenue trends 
across municipalities and over time:

• Municipalities are not consistent in terms of the breakdown between 
capital and operating expenditures. For example, one municipality may 
include a computer as a capital expense; another may consider it an 
operating expense.

• There are also problems in comparing capital expenditures over time 
because capital investments are "lumpy." In other words, capital 
expenditures do not increase smoothly over time. Rather, they respond 
to different needs in different municipalities at different times. A large 
expenditure in one year may mean smaller expenditures in subsequent 
years.

• Some municipalities are part of a regional government structure (Ottawa, 
Vancouver and Halifax). This means that expenditures on some functions 
do not include the expenditures made at the regional level.

London was available for the years from 1977 to 1990.^

^ Information is available for Ottawa and London for selected years between 1970 
and 1990. However, the review of trends in the text focuses on the period from 1977 
to 1990.



The split of responsibilities between the provincial government and local 
governments is different in different provinces. For example, the 
provincial takeover of welfare in B.C., Alberta and Quebec means that 
municipalities in these provinces do not make significant expenditures on 
this function.

For all of these reasons, it is difficuit to make comparisons across cities with respect 
to expenditure and revenue trends. Whiie the provincial data and national data permit 
some comparisons because the data series are consistent over time and across 
municipalities, the comparisons of cities based on different data sources is much less 
reliable.



I. National Trends in Local Government Finance, 1965-1991

1.1 Introduction

This study focuses on municipal finance trends in seven Canadian municipalities. Data 
have also been collected on revenues and expenditures for all local governments in 
Canada for the 25-year period from 1965 to 1991.® These data not only provide a 
broad picture of national trends in municipal finance in Canada using a consistent data 
series across municipalities but they also provide a benchmark against which to 
compare the results for individual municipalities.

The national data on local government finance provide details of expenditures and 
revenues for all local governments in Canada, in this data series, operating and capital 
expenditures (and revenues) are combined.^The national data include expenditures on 
all local functions including education.® The remainder of this section highlights of 
revenue and expenditure trends.

1.2 Trends in Municipal Expenditures

In 1991, local governments spent almost $65 billion or about $2,400 per capita on 
municipal services and education. Table 1.1 summarizes local government expenditures 
per capita for 1991 (the most recent year for which data are available). The Table also * *

® The source of the data is Statistics Canada Public Finance Historical Data. 
1965/66-1991/92 (Catalogue 68-512 Occasional)

* As will be seen in Part III, the data for the cities are broken down according to 
whether they are for operating purposes or capital purposes.

® Again, the municipal data exclude education. See Part III below.
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Table 1.1: Local Government Expenditures by Function 
Canada

Ann. Avg. Growth
Service Per Capita Distribution Distribution Constant D

Expenditures 1991 1965 Expenditun
1991 per Capita

General Government 129.10 5.4% 4.7% 2.5%

Protection
-fire 63.24 2.6% 1.9% 3.2%
- police 110.24 4.6% 3.3% 3.3%
- other 16.57 0.7% 1.5% -1.1%

Transportation
- roads 209.74 8.7% 12.6% 0.6%
- transit 1.86 0.1% 0.2% -1.9%
- other 34.16 1.4% 1.6% 1.5%

Health 133.65 5.6% 5.0% 2.4%

Social Services 128.12 5.3% 2.7% 4.7%

Education 937.08 39.0% 45.7% 1.4%

Conservation & Development 25.65 1.1% 0.3% 6.6%

Environment
- water 95.44 4.0% 3.8% 2.1%
- sewage 85.99 3.6% 3.7% 1.9%
- garbage 47.68 2.6% 1.3% 3.8%
- other 4.44 0.2% 0.1% 6.7%

Recreatipri and Culture 147.58 6.1% 3.3% 4.4%

Housing 1Z20 0.5% 0.1% 8.4%

Planning and Development 20.83 0.9% 0.8% 2.2%

Transfers to Own Enterprises 42.56 1.8% 0.3% 9.6%

Debt Charges 143.05 6.0% 6.9% 1.4%

Other 12.14 0.5% 0.2% 6;3%

TOTAL EXPENDITURES 2401.32 100.0% 100.0% 2.0%



shows the distribution of expenditures by function for 1991 and 1965 (the earliest 
year for which consistent data are available) and indicates the annual average rate of 
growth in per capita constant dollar expenditures.

The findings in Table 1.1 can be summarized as follows:

• The largest expenditure function in 1991 was education at $937 per 
capita or 39.0% of total expenditures. This was followed by roads (at 
$210 per capita or 8.7% of total expenditures), recreation and culture 
(at $148 per capita or 6.1 % of total expenditures), and debt charges (at 
$143 per capita or 6.0% of total expenditures).

• Compared to the distribution of expenditures in 1965, it appears from 
Table 1.1 that education has decreased in importance (from 45.7 percent 
of the budget in 1965 to 39.0 percent in 1991).

• Compared to 1965, expenditures on roads have fallen from 12.6 percent 
of total expenditures to 8.7 percent; water has increased from 3.8 
percent to 4.0 percent; sewage has fallen from 3.7 percent to 3.6 
percent; and garbage has increased from 1.3 percent to 2.0 percent of 
total expenditures.

• In terms of growth per capita in constant dollars over the 25-year period 
from 1965 to 1991, expenditures grew at an annual average rate of 2.0 
percent. The fastest growing expenditures were transfers to own 
enterprises (at an annual average rate of 9.6 percent), housing (at 8.4 
percent),® other environmental expenditures such as pollution control (at

® Although the growth in housing expenditures has been large, housing 
expenditures still represent a small portion of local government expenditures (0.5



6.7 percent), and conservation and development (at 6.6 percent).

• Expenditures on roads in constant dollars per capita grew at an annual 
average rate of 0.6 percent, water at 2.1 percent, sewage at 1.9 percent 
and garbage at 3.8 percent.

• The rates of growth for health (2.4 percent) and social services (4.7 
percent) were higher than the average rate of growth for total 
expenditures. Education, on the other hand, grew at an annual average 
rate of 1.4 percent.

For the purpose of analysis, expenditures are divided into hard services and soft 
services. "Hard" services include expenditures on roads, water and sewers. "Soft" 
services include expenditures on education, health and welfare. The remaining 
services that have not been classified as either hard or soft include general 
government, police and fire protection, transit, conservation and development, 
garbage collection and disposal, recreation and culture^, housing, planning and 
financial services.

Figure 1.1 shows trends in per capita local government expenditures over the period 
from 1965 to 1991 for hard services, soft services and all services. The following 
observations can be made from Figure 1.1 and the information in Table 1.1:

• Soft services accounted for almost 50 percent of total expenditures in 
1991; hard services represented just over 16 percent of total local

percent in 1991).

^ It has been suggested by some that recreation and culture be considered as 
a soft service. In the Figures which follow in this section of the paper, recreation and 
culture is excluded from soft services.



Fig. 1.1: Local Government Expenditures
Canada, 1965-91
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expenditures.

• Local governments in Canada, on average, spent over $390 per capita 
in 1991 on hard services. The largest component of hard services was 
roads, followed by water and sewers.

• The proportion of the budget devoted to hard services has fallen over the 
last 25 years from 20.1 percent of total expenditures in 1965 to 16.3 
percent in 1991. The proportion of expenditures accounted for by soft 
services also fell: from 53.4 percent of total expenditures in 1965 to 
49.9 percent in 1991.

• Other services have increased as a proportion of total local expenditures. 
For example, recreation and culture has increased from 3.3 percent of 
the budget in 1965 to 6.1 percent in 1991.

• As Figure 1.1 illustrates, the rate of growth of expenditures on soft 
services has exceeded the rate of growth of expenditures on hard 
services. In constant dollars per capita, soft services have grown at the 
average rate of 2.4 percent per year compared to 1.6 percent per year 
for hard services.

1.3 Trends in Municipal Revenues

\

In 1991, total revenues of local governments in Canada amounted to $58 billion or 
$7 billion less than total expenditures. Total local government revenues per capita in 
1991 were $2,150®.

® Under provincial legislation, municipalities and school boards in Canada are not 
permitted to run deficits on their operating budgets. However, they can borrow funds



Table 1.2 summarizes per capita local government revenues by source for 1991. The 
Table also compares the distribution of revenues by source for 1965 and 1991 and 
shows the annual average growth in constant dollar revenues per capita over the 
period from 1965 to 1991. Figure 1.2 summarizes trends in revenue sources over the 
25-year period.

The following observations can be made from Table 1.2 and Figure 1.2:

• The largest source of revenue for local governments in 1991 was 
government transfers (at $930 per capita or 47.4 percent of total 
revenues). Of these, conditional transfers were $869 per capita or 41.3 
percent of total revenues.

• The second largest source of revenue was the property tax at $793 per 
capita or 37.3 percent of total revenues.

• User fees (sales of goods and services) as a proportion of local 
government revenues have increased from 6.5 percent in 1965 to 12.0 
percent in 1991.

• Own-source revenues (property taxes, other taxes, user fees and other 
own-source revenues) were $1,219 per capita and represented 52.6 
percent of total revenues in 1991.

• The rate of growth in revenues (in per capita constant dollars) has been 
at an average annual rate of 2.9 percent. The fastest growing category 
of revenue was user fees (at 6.2 percent per year) followed by transfers 
(at 3.7% per year). Property and related taxes have increased at an

to meet capital expenditures.



Table 1.2: Local Government Revenues by Source 
Canada

Ann. Avg. Growth
Per Capita Distribution Distribution Constant Dollar

Source of Revenue Revenue 1991 1965 Revenues
1991 Per Capita

Property and Related Taxes
- real property 648.22 30.2% 43.3% 1.0%
• special assessments 38.21 1.8% 2.6% 0.9%
- business 85.53 4.0% 3.3% 3.9%
- other 20.67 1.0% 0.1% 15.5%
- total 792.62 36.9% 49.4% 1.3%

Payments in Lieu of Taxes 51.65 2.4% 1.5% 5.3%

Miscellaneous Taxes
• general sales tax 1.59 0.1% 0.1% 3.9%
- amusement taxes 1.09 0.1% 0.1% -1.1%
- other misc. taxes 4.59 0.2% 0.3% 1.5%
-total 7.27 0.3% 0.4% 1.4%

Privileges, Licences and Permits 15.85 . 0.7% 0.9% 1.7%

Sales of Goods and Services
- intergovernmental 8.78 0.4% 0.1% 14.2%
- water 59.89 2.8% 4.6% 0.3%
- rentals 18.09 0.8% 0.3% 7.8%
- other 170.50 7.9% 1.6% 12.1%
-total 257.26 12.0% 6.5% 6.2%

Return on Investment 58.87 2.7% 1.7% 5.5%

Other Own Source Revenues 35.66 1.7% 2.4% 1.0%

TOTAL OWN SOURCE REVENUES 1219.17 56.7% 6Z9% 2.4%

Unconditional Transfers 61.71 2.9% 4.4% 0.7%

Conditional Transfers
- federal government 10.50 0.5% 0.1% 11.4%
- provincial government 858.19 39.9% 32.7% 4.0%
-total 868.68 40.4% 32.8% 4.0%

TOTALTRANSFERS 930.39 43.3% 37.1%, 3.7%

TOTAL REVENUES 2149.56 ■ 100.0% 100.0% 2.9%



Fig.1.2: Local Government Revenue
Canada, 1965-91
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annual average rate of 1.3 percent.

• The pattern of revenues has changed over time. In particular, 
dependence on property taxes has fallen from 49.4 percent of total 
revenues in 1965 to 36.9 percent of total revenues in 1991. Reliance on 
conditional grants has Increased from 32.8 percent in 1965 to 40.4 
percent in 1991.

• Separating the 25-year period into two parts from 1965 to the late 
1970's and from the early eighties to 1991, a slightly different pattern 
emerges. Transfers increased in the first part of the period but declined 
in relative importance in the second part of the period. User fees were 
relatively small in the first part of the period and increased in relative 
importance in the second part. The pattern for other sources of revenue 
was fairly consistent throughout the 25-year period.

One of the issues in the financing of infrastructure is the extent to which 
municipalities borrow to make capital expenditures.^ Figure 1.3 summarizes trends in 
debt charges relative to expenditures for Canadian municipalities over the last twenty- 
five years.’® It shows that:

• While debt charges relative to expenditures have fluctuated over the 
period, they were somewhat less in 1991 than in 1965.

® See, for example, Amborski and Slack (1987).

The more common practice is to analyze debt charges relative to operating 
expenditures. However, the source of data for nation-wide local government statistics 
does not separate capital and operating expenditures. The data for the seven cities 
will look at debt charges relative to operating expenditures.



Fig. 1.3: Debt Charges Relative to Exp. 
Canada, 1965-91



• Debt charges in constant dollars per capita have grown at the annual 
average rate of 1.4 percent compared to 2.0 percent for total 
expenditures."

II. Provincial Trends in Locai Government Finance, 1965-1991

il.1 Introduction

This section reviews expenditure and revenue trends for five prpvinces: British 
Columbia, Alberta, Ontario, Quebec, and Nova Scotia. These are the provinces in 
which the seven selected municipalities are located. Provincial data on municipal 
finance permit a comparison across provinces as well as a test of the uniqueness of 
the case studies.

The main focus of Part II is on the differences across provinces in terms of revenue 
and expenditure trends. As with the national data, information is provided for the 
years from 1965 to 1991 for all local governments including school boards.

11.2 Trends in Municipal Expenditures

11.2.1 Local Government Expenditures per Capita

Table 11.1 summarizes trends in per capita locai government expenditures. The 
following observations can be made from this information:

" This information was taken from Table 1.1 on expenditures.

The source of the province-wide data is the same as the source for the nation
wide data.



Table 11.1: Local Government Expenditures per Capita
Selected Provinces
1991

Service British Alberta Ontario Quebec Nova Canada
Columbia Scotia

General Government 73.27 134.75 138.88 164.64 66.56 129.10

Protection
-fire 67.28 75.22 74.85 46.69 51.19 63.24
- police 101.91 107.34 134.12 106.96 61.56 110.24
-other 20.72 13.14 18.69 18.01 9.57 16.57

Transportation
- roads 143.11 321.96 218.04 224.36 78.52 209.74
- transit 0.00 O.OO 2.36 3.69 0.00 1.86
- other 13.88 38.66 37.97 45.22 14.96 34.16

Health 42.12 527.74 146.30 1.60 153.59 133.65

Social Services 2.48 29.69 297.44 6.42 329.71 128.12

Education 820.91 928.40 1163:04 854.88 967.49 937.08

Conservation & Development 15.23 55.33 34.06 13.71 6.59 25.65

Environment
- water 74.86 114.78 79.58 139.47 38.00 95.44
- sewage 69.68 88.99 102.85 85.10 56.41 85.99
- garbage 40.67 32.08 69.54 34.45 69.20 47.68
- other 1.41 0.14 6.69 6.79 1.62 4.44

Recreation and Culture 156.57 215.60 168.58 115.34 88.96 147.58

Housing 6.68 12.02 23.32 4.79 5.61 12.20

Planning and Development 16.73 48.71 18.52 21.87 14.65 20.83

Transfers to Own Enterprises 1.37 65.75 62.15 42.47 10.32 42.56

Debt Charges 191.69 280.40 63.79 221.94 68.48 143.05

Other 17,32 5.34 8.45 24.56 1.69 12.14

TOTAL EXPENDITURES 1877.90 3096.03 2869.23 2182.97 2094.69 2401.32



While the average local government expenditures per capita across the 
country was $2,401 in 1991, the range in expenditures was from 
$1,878 in B.C. to $3,096 in Alberta.

One reason for the difference in expenditures per capita is the difference 
in the split of responsibilities between the provincial and local 
governments. Social services are largely a provincial responsibility in 
B.C., Alberta and Quebec. Local expenditures on social services in B.C. 
in 1991, for example, were only $2.50 per capita compared to the 
national average of $128 per capita.

There is considerable variability in per capita expenditures on roads 
ranging from $79 in Nova Scotia to $322 in Alberta. Transit 
expenditures are only made by local governments in Ontario and Quebec 
and not in the other three provinces.

Environmental expenditures are generally much lower per capita in Nova 
Scotia than in other provinces with the exception of garbage where local 
governments in that province spend more per capita than in other 
provinces.

Education expenditures per capita are lower in B.C. and in Quebec than 
the Canadian average. As will be shown below, the provincial 
contribution is relatively large in these two provinces.

Debt charges, which are $143 per capita for all local governments, are 
larger in B.C., Alberta and Quebec. They are significantly lower than the 
Canadian average in Ontario (at $64 per capita) and Nova Scotia (at $69 
per capita).



11.2.2 Distribution of Local Government Expenditures

Table 11.2 summarizes the distribution of local expenditures by function in 1991 for 
Canada and the five provinces. This Table indicates the following:

• Expenditures on roads account for a larger proportion of total local 
expenditures in Quebec and Alberta than in the other provinces.

• Expenditures on water are a larger proportion of total expenditures in 
Quebec than in the other provinces.

• Education expenditures as a proportion of total expenditures are higher 
in Nova Scotia, B.C and Qntario than the Canadian average.

11.2.3 Annual Average Growth in Expenditures

Table 11.3 and Figures 11.1 through 11.5 show the pattern and growth in local 
government expenditures over the period from 1965 to 1991:

• The annual average increase in constant dollar expenditures per capita 
was highest in Nova Scotia (at 3.0 percent per year) followed by Alberta 
(at 2.2 percent per year). The growth in constant dollar per capita 
expenditures in B.C. over this period equalled the annual average rate of 
only 1.0 percent. •

• In constant dollars per capita, road expenditures fell at an annual average
rate of 0.6 percent in Ontario and by 0.1 percent in B.C. Road 
expenditures increased in the other provinces over the 25-year period.



Table 11.2: Distribution of Local Expenditures
Selected Provinces
1991

Service British
Columbia

Alberta Ontario Quebec Nova
Scotia

Canada

General Government 3.9% 4.4% 4.8% 7.5% 3.2% 5.4%

Protection
-fire 3.6% 2.4% 2.6% 2.1% 2.4% 2.6%
- police 5.4% 3.5% 4.7% 4.9% 2.9% , 4.6%
- other 1.1% 0.4% 0.7% 0.8% 0.5% 0.7%

Transportation
- roads 7.6% 10.4% 7.6% 10.3% 3.7% 8.7%
-transit 0.0% 0.0% 0.1% 0.2% 0.0% 0.1%
- other 0.7% 1.2% 1.3% 2.1% 0.7% 1.4%

Health 2.2% 17.0% 5.1% 0.1% 7.3% 5.6%

Social Services 0.1% 1.0% 10.4% 0.3% 15.7% 5.3%

Education 43.7% 30.0% 40.5% 39.2% 46.2% 39.0%

Conservation & Development 0.8% 1.8% ; 1.2% 0.6% 0.3% 1.1%

Environment
-water 4.0% 3.7% 2.8% 6.4% 1.8% 4.0%
- sewage 3.7% Z9% 3.6% 3.9% 2.7% 3.6%
-garbage 2.2% 1.0% 2.4% 1.6% 3.3% 2.0%
-other 0.1% 0.0% 0.2% 0.3% 0.1% 0.2%

Recreation and Culture 8.3% 7.0% 5.9% 5.3% 4.2% 6.1%

Housing 0.4% 0.4% 0.8% 0.2% 0.3% 0.5%

Planning and Development 0.9% 1.6% 0.6% 1.0% 0.7% 0.9%

Transfers to Own Enterprises 0.1% 2.1% 2.2% 1.9% 0.5% 1.8%

Debt Charges 10.2% 9.1% 2.2% 10.2% 3.3% 6.0%

Other ^ 0.9% 0.2% 0.3% 1.1% 0.1% 0.5%

TOTAL EXPENDITURES 100.0% 100.0% 100.0% 100.0% 100.0% 100.0%



Table 11.3: Annual Average Growth in Constant Dollar Local Expenditures
per Capita, Selected Provinces
1965-1991

Service British Alberta Ontario Quebec Nova Canada
Columbia Scotia

General Government 0.9% 3.5% 2.5% 3.0% Z5% 2.5%

Protection
-fire 2.0% 3.2% 4.5% 1.8% 2.3% 3.2%
- police 2.3% 3.7% 3.6% 2.8% 2.9% 3.3%
- other -0.0% -2.5% -3.3% 4.4% 5.9% -1.1%

Transportation
- roads -0.1% 1.1% -0.6% 2.5% 1.5% 0.6%
- transit 0.0% 0.0% 0.0% 0.0% 0.0% -1.9%
- other 3.7% 5.1% 0.4% 1.7% 6.5% 1.5%

Health 3.6% 2.9% 1.7% -5.5% 0.8% 2.4%

Social Services -13.0% 1.2% 6.4% -0.8% 9.4% 4.7%

Education 0.7% 0.7% 1.6% 1.3% 2.8% 1.4%

Conservation & Development 8.5% 18.5% 4.8% 8.8% -0.8% 6.6%

Environment
- water 2.4% 4.1% 2.1% 1.9% 0.3% 2.1%
- sewage -1.0% 2.5% 1.4% 2.8% 3.7% 1.9%
- garbage 3.8% 2.1% 4.2% 3.5% 10.8% 3.8%
- other 6.8% -2.4% 6.8% 6.8% 13.4% 6.7%

Recreation and Culture 2.7% 4.4% 4.8% 4.3% 6.0% 4.4%

Housing 17.1% 11.6% 13.0% 1.6% 10.0% 8.4%

Planning and Development 5.0% 4.9% 4.4% -0.1% 2.1% 2.2%

Transfers to Own Enterprises 5.6% 10.4% 7.9% 13.0% 9.6%

Debt Charges 2.9% 3.9% -1.8% 2.3% 1.1% 1.4%

Other 6.1% 4.7% 2.2% 26.6% -2.8% 6.3%

TOTAL EXPENDITURES 1.0% 2.2% 2.0% 2.1% 3.1% 2.0%



Fig. 11.1: Local Government Expenditure
British Columbia, 1965-91

Hard Services —'— Soft Services —All Services



Fig. 11.2: Local Government Expenditure
Alberta, 1965-91

Hard Services Soft Services All Services



Fig. Ii.3: Local Government Expenditure
Ontario, 1965-91

Hard Services Soft Services All Services



Fig. 11.4: Local Government Expenditure
Quebec, 1965-91

Hard Services —'— Soft Services All Services



Fig. 11.5: Local Government Expenditure
Nova Scotia, 1965-91

Hard Services Soft Services All Services



Expenditures on water grew in all provinces with the fastest growth in 
Alberta. The fastest growth in sewage expenditures was in Nova Scotia; 
sewage expenditures in B.C. fell over this period.

Social service expenditures fell during this period in two provinces (B.C. 
and Quebec) but this reflects the provincial takeover of these functions. 
Education expenditures grew over this period, more so in Nova Scotia 
than in the other provinces.

Expenditures on recreation and culture have increased in municipalities 
in all provinces over this period. Especially large increases in recreation 
and culture expenditures can be found in Nova Scotia and Ontario.

I

While in most provinces expenditures on hard services grew less rapidly 
than expenditures on soft services, there was a period of more rapid 
growth in hard services in Alberta from about 1976 to 1982 and in 
Quebec from 1988 to 1990.

11.3 Trends in Muhicipal Revenues

11.3.1 Local Government Revenues per Capita

Table 11.4 summarizes local government revenues per capita for Canada and the five 
provinces: •

• Property taxes ranged from a low of $385 per capita in B.C. in 1991 to 
a high of $1,109 per capita in Ontario.



Table II.4: Local Government Revenues Per Capita
Selected Provinces
1991

British Alberta Ontario Quebec Nova Canada
Source of Revenue Columbia Scotia

Property and Related Taxes
- real property 354.30 628.32 940.15 491.90 399.54 648.22
- special assessments 30.10 25.35 7.49 108.02 5.09 38.21
- business 0.00 63.24 143.43 83.37 55.22 85.53
- other 0.36 74.65 18.22 20.09 7.29 20.67
- total 384.76 791.56 1109.30 703.38 467.13 792.62

Payments in Lieu of Taxes 26.06 56.56 45.76 66.63 51.13 51.65

Miscellaneous Taxes
- general sales tax 1.75 0.00 0.00 0.00 0.00 1.59
- amusement taxes 0.00 0.00 0.00 3.72 0.00 1.09
- other misc. taxes 2.71 0.00 0.00 11.21 13.18 4.59
- total 4.47 0.00 0.00 14.93 13.18 7.27

Privileges, Licences and Permits 23.89 29.07 19.84 5.21 19.48 15.85

Sales of Goods and Services
- intergovernmental 25.70 24.16 3.92 0.66 10.19 8.78
- water 37.65 95.10 61.10 62.12 32.83 59.89
- rentals 22.03 24.89 30.12 3.38 4.93 18.09
- other 149.35 288.31 236.58 89.87 108.83 170.50
-total 234.74 432.46 331.72 156.03 156.78 257.26

Return on Investment 73.78 168.87 60.10 21.44 29.87 58.87

Other Own Source Revenues 26.41 49.46 41.10 25.22 35.57 35.66

TOTAL OWN SOURCE REVENUES 774.11 1527.98 1607.82 992.84 773.14 1219.17

Unconditional Transfers 40.08 77.93 92.92 6.11 47.12 61.71

Conditional Transfers
- federal government 12.86 6.77 14.43 5.40 2.62 10.50
- provincial government 897.06 1200.31 849.87 835.23 1104.52 858.19
- total 909.92 1207.08 864.31 840;63 1107.14 868.68

TOTALTRANSFERS 950.00 1285.01 957.22 846.74 1154.26 930.39

TOTAL REVENUES 1724.11 2812.99 2565.04 1839.58 1927.40 2149.56



• User fees per capita are lower than the Canadian average in Quebec and 
Nova Scotia but higher than the average in Ontario and Alberta.

• In per capita terms, transfers are lower than the provincial average in 
Quebec and considerably higher in Alberta. In all provinces, conditional 
transfers are more common than unconditional transfers. The main 
component of conditional transfers are transfers for education.

11.3.2 Distribution of Local Government Revenues

Table 11.5 summarizes information on the distribution of local government revenues
by source:

• Property taxes account for a much larger proportion of local government 
revenues in Ontario than elsewhere at 43.2 percent compared to 22.3 
percent in British Columbia and 24.2 percent in Nova Scotia, for 
example.

• User fees account for a larger proportion of total revenues in Alberta, 
B.C. and Ontario than elsewhere. •

• Transfers provide more than half of local revenues in B.C., Alberta and 
Nova Scotia. In Ontario, transfers account for only 37.3 percent of local 
revenues.

11.3.3 Annual Average Growth in Revenues

Table 11.6 and Figures 11.6 through 11.10 show the pattern and growth in revenues over 
the last 25 years:



Table II.5: Distribution of Locai Government Revenues by Source
Selected Provinces
1991

British Alberta Ontario Quebec Nova Canada
Source of Revenue Columbia Scotia

Property and Related Taxes
- real property 20.5% 22.3% 36.7% 26.7% 20.7% 30.2%
- special assessments 1.7% 0.9% 0.3% 5.9% 0.3% 1.8%
- business 0.0% 2.2% 5.6% 4.5% 2.9% 4.0%
- other 0.0% 2.7% 0.7% 1.1% 0.4% 1.0%
- total 22.3% 28.1% 43.2% 38.2% 24.2% 36.9%

Payments in Lieu of Taxes 1.5% 2.0% 1.8% 3.6% 2.7% 2.4%

Miscellaneous Taxes
- general sales tax 0.1% 0.0% 0.0% 0.0% 0.0% 0.1%
- amusement taxes 0.0% 0.0% 0.0% 0.2% 0.0% 0.1%
- other misc. taxes 0.2% 0.0% 0.0% 0.6% 0.7% 0.2%
- total 0.3% 0.0% 0.0% 0.8% 0.7% 0.3%

Privileges, Licences and Permits 1.4% 1.0% ' 0.8% 0.3% 1.0% 0.7%

Sales of Goods and Services
- intergovemmentai . 1.5% 0.9% 0.2% 0.0% 0.5% 0.4%
-water Z2% 3.4% 2.4% 3.4% 1.7% 2.8%
-rentals 1.3% 0,9% 1.2% 0.2% 0.3% 0.8%
- other 8.7% 10.2% 9.2% 4.9% 5.6% 7.9%
- total 13.6% 15.4% 12.9% 8.5% 8.1% 1Z0%

Return on Investment 4.3% 6.0% 2.3% 1.2% 1.5% Z7%

Other Own Source Revenues 1.5% 1.8% 1.6% 1.4% 1,8% 1.7%

TOTAL OWN SOURCE REVENUES 44.9% 54.3% 62.7% 54.0% 40.1% 56.7%

Unconditional Transfers Z3% 2.8% 3.6% 0.3% 2.4% Z9%

Conditional Transfers
- federal government 0.7% 0.2% 0.6% 0.3% 0.1% 0.5%
- provincial government 52.0% 4Z7% 33.1% 45.4% 57.3% 39.9%
- total 52.8% 42.9% 33.7% 45.7% 57.4% 40.4%

TOTALTRANSFERS 55.1% 45.7% 37.3% 46.0% 59.9% 43.3%

TOTAL REVENUES 100.0% 100.0% 100.0% 100.0% 100.0% 100.0%



Table 11.6: Annual Average Growth in Constant Dollar Local Government Revenues
per Capita, Selected Provinces
1965-1991

British Alberta Ontario Quebec Nova Canada
Source of Revenue Columbia

'
Scotia

Property and Related Taxes
- real property -2.6% 0.6% 1.8% 0.5% 0.5% 1.0%
- special assessments -2.2% -4.2% -5.6% 5.5% 1.0% 0.9%
- business 3.1% 4.3% 4.5% 6.9% 3.9%
- other -7.0% 58.3% 11.3% 15.5%
- total -2.7% 1.0% 2.0% 1.5% 1.1% 1.3%

Payments in Lieu of Taxes 1.9% 4.2% 2.8% 15.0% 2.8% 5.3%

Miscellaneous Taxes
- general sales tax 3.9%
- amusement taxes -0.9% -1.1%
- other misc. taxes 27.7% 3.8% -1.6% 1.5%
- total 31.1% 2.2% -1.6% 1.4%

Privileges, Licences and Permits -1.0% 1.8% 4.3% -2.9% 8.6% 1.7%

Sales of Goods and Services
- intergovernmental 24.0% 9.2% 9.5% 13.5% 14.2%
- water -2.0% 3.2% 0.1% -0.2% -0.3% 0.3%
- rentals 6.2% 5.3% 13.4% -1.4% -1.3% 7.8%
- other 10.4% 9.8% 13.2% 11.4% 13.0% 12.1%
- total 5.5% 7.3% 7.4% 3.6% 5.9% 6.2%

Return on Investment 7.5% 3.7% 5.8% 6.9% 6.6% 5.5%

Other Own Source Revenues -0.4% 3.5% 0.8% -1.6% 6.7% 1.0%

TOTAL OWN SOURCE REVENUES -0.4% 2.7% 2.9% 2.1% 2.3% 2.4%

Unconditional Transfers -2.2% 0.7% 5.4% -13.5% 9.6% 0.7%

Conditional Transfers
- federal government 25.3% 33.4% 8.3% 22.4% Z8% 11.4%
- provincial government 4.4% 4.1% 2.9% 4.7% 7.2% 4.0%
- total 4.5% 4.2% 2.9% 4.8% 7.2% 4.0%

TOTAL TRANSFERS 3.9% 3.9% 3.1% 3.5% 7.2% 3.7%

TOTAL REVENUES 1.5% 3.2% 3.0% 2.7% 4.7% 2.9%



Fig. 11.6: Local Government Revenue
British Columbia, 1965-91

Property Tax —'— User Fees Transfers -H— Total Revenue



Fig. 11.7: Local Government Revenue
Alberta, 1965-91

Property Tax —i—User Fees Transfers Total Revenue



Fig. 11.8: Local Government Revenue
Ontario, 1965-91

Property Tax —'— User Fees Transfers ■s— Total Revenue



Fig. 11.9: Local Government Revenue
Quebec, 1965-91

Property Tax —'—User Fees Transfers -H— Total Revenue



Fig. 11.10: Local Government Revenue
Nova Scotia, 1965-91

Property Tax User Fees Transfers -B— Total Revenue



Property taxes in constant dollars per capita have grown at an annual 
average rate of 1.3 percent per year. In B.C., property taxes in constant 
dollars per capita have fallen (at 2.7 percent per year) and in Ontario, 
they have increased at the rate of 2.0 percent per year.

The fastest growth in revenues has been user fees, especially in Alberta 
and Ontario.

Transfers have grown particularly rapidly in Nova Scotia at the annual 
average rate of 7.2 percent.

Figure 11.6 for B.C shows transfers overtaking property taxes as a source 
of revenue in 1983. In Alberta, the rate of growth in transfers exceeds 
the rate of growth in property taxes. In Ontario, transfers and property 
taxes per capita were similar in magnitude at the beginning of the period 
but property taxes had overtaken transfers by the end of the period. In 
Quebec, transfers have grown more rapidly than property taxes. In Nova 
Scotia, the gap between transfers and property taxes widened in the 
middle of the period but narrowed by the end of the period.

11.3.4 Debt Charges

As noted in Section I above, the extent to which municipalities borrow funds to meet 
capital expenditures is an important component of the decision to spend on 
infrastructure. Figures 11.11 to 11.15 illustrate the pattern of debt charges relative to 
expenditures for each of the five provinces. The following differences are highlighted 
by these trends:



Fig. 11.11: Debt Charges Rel. to Exp. 
British Coiumbia, 1965-91



Figure 11.12: Debt Charges Rel. to Exp. 
Alberta, 1965-91



Fig. 11.13: Debt Charges Rel. to Exp. 
Ontario, 1965-91



Fig. 11.14: Debt Charges Rel. to Exp. 
Quebec, 1965-91



Fig. 11.15: Debt Charges Rel. to Exp. 
Nova Scotia, 1965-91



• Debt charges relative to expenditures have increased over the period in 
B.C. and Alberta. In Ontario and Nova Scotia, there has been a steady 
decline throughout the period in the use of borrowing to meet capital 
expenditures.

• While the ratio of debt to expenditures has not changed much in Quebec 
from 1965 to 1991, it is fairly high when compared to Ontario and Nova 
Scotia.

11.3.5 Distribution of Provincial Grants

The extent to which municipalities spend on particular functions depends, in part, on 
the conditional grants they receive from the province’^. Table 11.7 summarizes the 
distribution of provincial conditional grants by function for Canada and for each of the 
five provinces for 1965 and 1991. It shows:

• Grants are particularly significant across Canada for education 
(accounting for 63.8 percent of total grants in 1991) followed by health 
and social services (at 11.5 and 9.3 percent respectively).

• Health grants are particularly large in Alberta as a percentage of total 
conditional grants. Education grants are high in B.C. and Quebec.

• Grants for transportation and communications represented 5.4 percent 
of total grants in 1991; grants for environment were 2.1 percent of the 
total.

See Slack (1980).



Table 11,7: Distribution of Provincial Conditional Grants by Function 
Canada and Selected Provinces 
1965 and 1991

Function British Colurfibla Alberta Ontario Quebec Nova Scotia Canada
1965 1991 1965 1991 1965 1991 1965 1991 1965 1991 1965 1991

General Services 0.3% 0.1% 0.0% 0.2% 0.0% 0.1% 0.0% 0.5% 0.5% 0.3% 0.1% 0.3%
Protection to Persons and Property 0.1% 0.4% , 0.0% 0.5% 0.1% 0.1% 0.4% 0.1% 0.2% 0.2% 0.2% 0.2%
Transportation and Communications 1.9% 0.9% 5.3% 7.4% 17.9% 8.5% 12.3% 2.5% 1.3% 0.5% 12.7% 5.4%
Health 0.6% 1.7% 25.1% 36.3% 8.4% 11.1% 0.0% 0.1% 23.0% 12.9% 8.6% 11.5%
Social Services 18.4% 0.0% 1.9% 1.1% 6.5% 20.9% 0.0% 0.0% 4.7% 15.6% 5.5% 9.3%
Education 75.0% 84.3% 65.5% 46.6% 66.7% 50.3% 86.6% 87.0% 67.7% 62.9% 71.8% 63.8%
Resource Conservation and Ind'l Dev. 0.0% 0.2% 0.0% 1.1% 0.0% 0.9% 0.0% 0.1% 0.0% 0.0% 0.0% 0.5%
Environment 1.7% 1.2% 0.2% 1.0% 0.3% 2.3% 0.8% 2.7% 0.6% 3.1% 0.6% 2.1%
Recreation and Culture 1.1% 0.6% 0.1% 1.9% 0.0% 1.1% 0.0% 0.7% 0.1% 0.4% 0.1% 1.1%
Housing 0.0% 0.1% 0.0% 0.5% 0.0% 0.6% 0.0% 0.0% 0.0% 0.0% 0.0% 0.3%
Regional Planning and Development 0.0% 0.1% 0.0% 0.0% 0.0% 0.1% 0.0% 0.1% 0.0% 0.3% 0.0% 0.1%
Transfer to Own Enterprises 0.0% 0.1% 0.0% 0.3% 0.0% 4.1% 0.0% 0.0% 0.0% 0.0% 0.0% 1.8%
Debt Charges (interest) 0.0% 10.3% 0.0% 2.9% 0.0% 0.0% 0.0% 5.1% 0.4% 3.2% 0.0% 3.3%
Other Services 0.8% 0.0% 2.0% 0.0% 0.1% 0.1% 0.0% 1.3% 1.3% 0.6% 0.5% 0.4%

Total Provincial Conditional Grants 100.0% 100.0% 100.0%
• •

100.0% 100.0% 100.0% 100.0% 100.0% 100.0% 100.0% 100.0% 100.0%



• Higher than average grants can be found in Alberta and Ontario for 
transportation and communications. However, these percentages could 
merely reflect that education grants are lower in these two provinces.

• Over the period from 1965 to 1991, the distribution of conditional grants 
has changed somewhat. The proportion of grants going to education has 
fallen; the proportion to health and social services has increased. Grants 
for transportation and communications have fallen from 12.7 percent of 
the total to 5.4 percent; grants for environment have increased from 0.6 
percent to 2.1 percent.

• Social service grants have increased as a percentage of total conditional 
grants in Ontario and Nova Scotia. Where welfare is a provincial 
responsibility (Quebec, Alberta and B.C.), there are no grants for social 
services. Grants for transportation and communications have fallen 
significantly as a percentage of the total in Quebec and Ontario. Grants 
for environmental expenditures have increased as a proportion of the 
total in Alberta, Ontario, Quebec and Nova Scotia.

11.4 Summary of Provincial Trends

The review of provincial trends in expenditures, revenues and debt suggest some
similarities and some differences across provinces.

11.4.1 Expenditures

Expenditures on the hard services have generally not grown as quickly as expenditures 
on the soft services. Expenditures on recreation and culture also grew more quickly 
than expenditures on hard services. However, municipal expenditures on water have 
increased in all provinces. Municipal road expenditures have increased in Alberta,



Quebec and Nova Scotia but have declined in constant dollars per capita in Ontario 
and British Columbia. Municipal sewage expenditures have increased in all provinces 
except B.C.

11.4.2 Revenues

In most provinces, transfers from other levels of government provide the largest 
source of revenue. The exception is Ontario where property taxes represent the 
largest source of revenue to local governments. In terms of growth over time, 
property taxes have not increased rapidly over the last twenty years and, in B.C., 
municipal property taxes have declined over the period. User fees are the fastest 
growing revenue source, especially in Alberta and Ontario.

11.4.3 Debt

Debt charges relative to expenditures have been increasing in Alberta and B.C. and 
declining in Ontario and Nova Scotia. While they have remained fairly steady in 
Quebec municipalities, debt charges relative to expenditures are higher there than the 
Canadian average.

11.4.4. Conditional Transfers

Conditional transfers for education have generally falleri over the last twenty years but 
transfers for health have increased. With respect to hard services, transfers for 
transportation and communications have risen; transfers for environmental 
expenditures (water, sewers, garbage) have also increased.



III. City Trends

This section summarizes expenditure and revenue trends for seven Canadian cities. 
It should be noted at the outset that there are differences in expenditure 
responsibilities between cities. These differences arise for a number of reasons:

• Some cities operate within a regional government structure and hence, 
have fewer service responsibilities when compared with those 
governments outside of a regional government structure.

• Depending on the province in which a city is located, differences exist 
because of different provincial/ municipal cost sharing arrangements for 
certain services.

• Differences are noted because of the variation of services included in the 
data. For some cities, all municipal expenditure data are consolidated. 
For other cities, the data are not consolidated into the municipal data and 
hence, are excluded from the discussion.

Table III.1 illustrates those services for which local governments have reported 
reasonable expenditure activity. While there is no benchmark for determining what 
is a reasonable responsibility, the Table shows those responsibilities for which the city 
makes a relatively large proportion of the expenditures.

From Table III.1, the following can be noted:

• Each city bears a major responsibility for roads and streets.

Public transit is a city responsibility in four of the cities and the 
responsibility of another local government or agency elsewhere.



Table III.1 Comparison of Expenditure Responsibilities 
Across Cities for 1990 (1991 for Sherbrooke)

Expenditure
Function Van. Edmon. Cal. Lon. ott. Sherb. Hal.

General Government X X X X X X X

Protective Services 
Police X X X X X X X
Fire X X X X X X X

Transportation
Roads X X X X X X X
Public Transit -- X X X — X —

Environ. Health Serv. 
Water X X X X
Sewer X X X X X X X
Solid Waste X X X X X X X

Social Welfare — — — X -- — X

Public health X — — X — — —

Environ. Dev. Serv. X X X X X X X

Recreation & Culture X X X X X X X

Electricity — X X — — — —

Telephone — X — — — — —

Notes; - X denotes significant degree of expenditure responsibility as 
reported in the municipal statistics.

— denotes no major expenditure responsibility reported in the 
municipal statistics.



• Considerable responsibility for water services has been noted in the data 
for four of the cities.

• Each of the cities bears considerable responsibility for sewers and solid 
waste.

• Only two of the cities have significant responsibility for social services 
and only two of the cities have notable responsibility for public health 
expenditures.

• Recreation and culture are a major responsibility in each of the seven 
cities.

Over the last twenty years, there has been some shift in responsibilities between 
provincial and local governments. Throughout the seventies and eighties, many 
provincial governments increased their funding of social services and education. In 
some provinces, these services were taken over by the provincial government. In the 
nineties, however, there has been a trend towards downloading of provincial services 
to the local level and reducing provincial funding.

Outline

The information for each of the seven cities includes some introductory comments on 
the fiscal environment in which each city operates is provided followed by four parts:

• Part one describes the more noteworthy changes in the pattern of 
operating expenditures over time.

Part two highlights the pattern of operating revenues for each of the 
cities for the same time period.



• Part three comments on the distribution of capital expenditures by major 
functions.

• Part four concentrates on the distribution of capital revenues by major 
sources.

Operating expenditure and operating revenue patterns for each of the cities are 
summarized in Tables that are identical in structure and consist of five columns. The 
first column lists the operating expenditure function or operating revenue source. 
Column 2 records per capita expenditures or revenues for the most recent year for 
which data were available (1990 or 1991). Columns 3 and 4 note the distribution of 
expenditures by function, or revenues by source, for the first year and the most recent 
year for which comparable data were available in a consistent and uniform manner 
over time. Column 5 reports the average annual growth rate in constant dollar 
expenditures or revenues per capita over the period examined.

III.1 Vancouver

The City of Vancouver with a 1991 population of almost 472,000 people is the third 
largest City included in this Report. Because Vancouver is part of the Greater 
Vancouver Regional District (GVRD), it may not provide as wide a range of municipal 
services as would be provided by a City outside of a regional government area. 
However, the GVRD’'^ does not have coercive powers over its member municipalities. 
Each is free to join the GVRD in providing certain services or they are permitted to 
operate independently. The functions of the GVRD include: regiotial strategic 
planning; provision of regional parks; raising capital funds for requesting member

The GVRD presently includes Vancouver and Burnaby, Coquitlam, Delta, New 
Westrriinster, North Vancouver, Port Coquitlam, Port Moody, Richmond, Surrey, West 
Vancouver, White Rock, Langley plus some villages and unincorporated electoral 
areas.



municipalities; and some limited involvement in the provision of protective services, 
environmental health, and public health and welfare.

111.1.1 Operating Expenditures

In reviewing operating expenditure patterns from 1971 to 1990, it is worth noting 
that the data do not include expenditures on the water utility and public transit. The 
water utility is self financing through revenues generated from the sale of water while 
public transit is provided by B.C. Transit - a separate and relatively independent 
special purpose body. Throughout the seventies, eighties and into the nineties, public 
transit was, and still is, funded by fare box revenues, provincial grants and municipal 
revenues (including a local gasoline tax of 2 cents per litre). The unique feature 
associated with the municipal contribution from residential properties is that it can 
come from municipal property taxes or from a levy on the use of hydro-electricity. For 
Vancouver throughout most of this period, the municipal contribution was derived 
from a levy on hydro-electricity bills. For non-residential properties, the municipal 
share comes from property taxes.

Debt servicing charges are reported in Vancouver's data as a separate expenditure 
function rather than being apportioned to the individual expenditure items and included 
in their totals. Further discussion of debt charges is reserved for the section on debt 
charges later in this report (III.8).

Table III. 1.1 records the pattern of operating expenditures from 1971 to 1990. From 
Table III.1.1, the following is noted for hard services, soft services, and recreation and 
culture. •

• Hard services are recorded under transportation (mainly roads) and other 
(primarily sewers). In 1990, these services combined amounted to $230
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Table III.1.1: Comparison of Local Government Operating Expenditures
by Function for Vancouver, 1971-90

Expenditure
Function

(1)

Per Capita 
Expend. 

1990 
(2)

Distrib.

1971
(3)

Distrib.

1990
(4)

Av. Annual 
Growth in 
Constant $ 
Per Capita 

1971-90 
(5)

($) (%) (%) (%)

General Government 81 3.6 6.7 3.8

Protective Services
Admin of Justice 173 12.8 14.2 1.0
Fire Protection 102 8.2 8.4 0.6
Other 21 1.4 1.7 1.3

Total 296 22.4 24.3 0.9

Transportation Services 176 5.6 14.5 5.6

Environ. Health Serv.
Solid Waste 56 3.3 4.6 2.2
Other 54 0.0 4.4 —

Total 110 3.3 9.0 6.0

Social Welfare 3 30.6 0.2 -22.8

Public health 73 2.6 6.0 4.9

Environ. Dev. Serv. 28 0.5 2.3 8.7

Recreation & Culture 204 6.8 16.8 5.3

Fiscal Services
Debt Charges

Int.-temp. borrow 0 0.2 0.0 -9.4
Int.-debent/LT debt 72 5.7 5.9 0.6
Principle require. 48 5.0 3.9 -0.9
Other 18 0.3 1.4 8.7

Total 138 11.3 11.3 0.4
Tran-Own Accts/Funds 

Reserve Accounts 34 3.7 2.8 -1.1
Gen. Capital Fund 31 6.6 2.6 -4.4

Cond. tran-other govts 40 3.0 3.3 1.1

TOTAL MUNICIPAL EXP. 1217 100.0 100.0 0.4

indicates that the expenditure category did not exist over the entire 
period; hence, average annual growth rates are not calculated.



per capita (column 2). As well, they accounted for 18.9 percent of all 
expenditures in 1990 (column 3). This is up from 5.6 percent of all 
expenditures in 1971 (column 4).

Per capita expenditures on soft services (public health and social welfare) 
totalled $76 per capita in 1990 (column 2). This was 6.2 percent of all 
expenditures in 1990 (column 4) and was down dramatically from the 
comparable figure of 33.2 percent in 1971 (column 3). The dramatic 
drop in the relative importance of social services is a result of the 
province assuming a much large role in social services in the mid
seventies.

Per capita expenditures on recreation and culture amounted to $204 in 
1990 (column 2). By comparison with 1971, this expenditure category 
absorbed proportionately more of municipal expenditures in 1990. More 
specifically, the proportion of municipal expenditures incurred for 
recreation and culture increased by 10 percentage points (from 6.8 to
16.8 percent of expenditures).

When all expenditures are aggregated, the average annual increase in 
constant dollars per capita over the twenty years amounted to 0.4 
percent (column 5).

III.1.2 Operating Revenues

A summary of the pattern of operating revenues for the City of Vancouver for the 
years from 1971 to 1990 is reported in Table 111.1.2’^. The following notes the more 
important features:

Revenues for public transit and water are excluded.
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Table III.1.2: Comparison of Local Government Operating Revenues
by Source for Vancouver, 1971 -90

Revenue
Source

(1)

Per Capita 
Revenue 

1990 
(2)

Distrib.

1971
(3)

i

1
Distrib. i

1
1990

(4)

fKw. Annua 
Growth in 
Constant 
Per Capita 
1971-90 

(5)

($) (%) (%) (%)
Property Tax

Real Property 548 39.7 44.2 1.5
Special Assessment 0 1.7 0.0 —

Business Tax 0 7.2 0.0 —

Other 25 0.0 2.0 —

Total 573 48.6 46.3 0.6

Payments-in-Lieu 35 2.9 2.9 0.6

User Fees 152 1.8 12.3 12.0

Grants
Unconditional 50 11.4 4.0 -4.7
Conditional 64 27.1 5.2 -8.0
Total 114 38.4 9.2 -6.9

Transfers from
other Funds 173 1.7 14.0 16.8

Other Revenue 190 6.5 15.3 5.8

TOTAL REVENUE 1239 100.0 100.0 0.9

indicates that the revenue source was not used over the entire 
period; hence, average annual growth rates are not calculated.



While the percentage of city revenues collected from property taxation 
declined from 48.6 percent in 1971 to 46,3 percent in 1990 {columns 
3 and 4), the composition of this total shifted more dramatically. For 
example, the business tax on owner occupants which accounted for 7.2 
percent of revenues in 1971 (column 3) was dropped as a source of 
revenue by 1990 (column 4). Special assessments also disappeared as 
a revenue generator during this twenty year period. In relative 
importance, the tax on real property increased by almost five percentage 
points, rising from 39.7 percent of municipal revenues in 1971 to 44.2 
percent by 1990. Part of this increase is attributed to higher non- 
residential property taxes that have resulted from rolling the former 
business tax into the non-residential property tax.

Unconditional grants declined from 11.4 percent of revenues (column 3) 
in 1971 to 4.0 percent'(column 4) in 1990. At the same time, 
conditional grants dropped in relative importance, falling from 27.1 
percent of City revenues in 1971 to 5.2 percent in 1990. In total, these 
grants accounted for slightly more than 9 percent of municipal revenues 
in 1990. In 1970, comparable grants accounted for more than 38 
percent of municipal revenues.

Offsetting the decrease in the relative importance of grants over this 
twenty year period was an increase in the relative importance of user 
fees, transfers from other funds.

When all revenues are combined, the average annual constant dollar per 
capita increase over the twenty year period amounted to 0.9 percent 
(column 5).



III.1.3 Capital Expenditures

The pattern of capital expenditures in the City of Vancouver is extremely cyclical over 
the period from 1971 to 1990. In some years, the absolute level of expenditures was 
much higher than in other years although there was no continuous pattern over the 
twenty years.

The distribution of these expenditures by major function, however, is illustrated in 
Figure III.1.1. From this, it is impossible to detect any consistent pattern over the 
twenty years. Each separate function has behaved in a cyclical manner and 
depending on the year, has absorbed the largest proportion of capital expenditures.

• Transportation accounted for the largest proportion in 1971, 1977 to 
1986 and for 1989 and 1990.

• Capital expenditures on recreation and cultural facilities were highest in 
1973 and then again in 1983 (equal to transportation in this year). •

• Expenditures on environmental facilities were relatively most important 
in 1987 and 1988 and slightly below those for transportation in 1989 
and 1990.

III.1.4 Capital Financing

Since the capital expenditures are financed by capital revenues, the distribution of 
capital revenues by the major sources is illustrated in Fig. III.1.2. While the individual 
revenue sources have displayed a 'roller coaster' presence over the twenty years, the 
highlights are noted as follows:



Fig. III. 1.1: Distribution of Capital 
Expenditures for Vancouver, 1971-90

Transportation —^ Environment Rec. & Cult. Other



Fig. 111.1.2: Distribution of Capital 
Rev. by Source for Vancouver, 1971-90

L.T. Debt Prov/Fed Tran —^ Operat Rev. & -s— Other



• Every source of capital revenue displayed a cyclical pattern over the 
period from 1971 to 1990.

• From the mid-eighties to 1989, borrowing was the most important 
source of capital revenue. In 1990, however, it was the least important. 
Operating revenues and reserves were the most important in this year.

• Federal and/or provincial grants have been relatively unimportant as a 
source of capital revenue.

III.2 Edmonton

Edmonton is the capital of Alberta and is the second largest City included in this 
report (1991 population of almost 617,000). It is unique in that it has a municipal 
telephone service, and an active municipal airport. As well, the City includes 
electricity as a municipal service.

III.2.1 Operating Expenditures

All expenditures in Table III.2.1 are consolidated; that is, all municipal services 
provided by special purpose boards and/or the City government are combined^^. The 
review of expenditure and revenue patterns for Edmonton, then, must be treated 
differently from the pattern for Vancouver, for instance. For Vancouver, the 
expenditure functions were not consolidated.

Consolidation of municipal services has the advantage of considering all 
municipal expenditure activities by eliminating all double counting that might arise if 
one simply aggregated the various services through a simple addition of expenditures.



Table Ml.2.1: Comparison of Local Government Operating Expenditures
by Function for Edmonton, 1980-90

Expenditure
Function

(1)

Per Capita 
Expend. 

1990 
(2)

Distrib.

1980
(3)

Distrib.

1990
(4)

Av. Annual 
Growth in 
Constant $ 
Per Capita 

1980-90 
(5)

($) (%) (%) (%)

General Government 125 16.6 4.9 -9.1
Protection
Fire 105 5.0 4.1 0.8
Police 151 7.4 5.9 0.4
Other 30 0.9 1.2 5.1
Total 286 13.4 11.2 0.9

Transportation
Com. Ser./equip pool 164 0.0 6.4 —

Streets, walks,light 174 5.4 6.8 5.0
Public Transit 196 9.7 7.7 0.3
Airport 13 1.0 0.5 -4.2

Total 546 16.1 21.4 5.6
Environmental health
Sewers 122 0.7 4.8 25.3
Water 129 5.3 5.0 2.3
Solid Waste 38 2.1 1.5 -0.9

Total 289 8.0 11.3 6.2

Social Services 29 2.1 1.1 -3.2

Public health 0 0.0 0.0 0.0

Environmental Dev.
Mun. Plan, zoning dev 26 0.0 1.0 —
Subdiv. land & dev 60 0.0 2.4 —

Public Housing 8 0.4 0.3 0.3
Other 34 0.1 1.3 32.2
Total 128 0.5 5.0 29.3

Recreation and Culture 166 9.0 6.5 -0.6

Electricity 592 17.4 23.1 5.7

Telephone 397 16.9 15.5 1.8

GRAND TOTAL 2558 100.0 100.0 2.7

indicates that the expenditure category did not exist over the entire 
period; hence, average annual growth rates are not calculated.



Debt service charges are not reported as a separate function for Edmonton because 
these charges have been apportioned by function and included in the specific 
expenditure categories. A further discussion of debt charges for Edmonton is included 
in the debt charges section in this report (III.8).

While per capita expenditures in 1990 amounted to $2558, the more important 
expenditure pattern for Edmonton is reported in Table III.2.1. The results for hard 
services, soft services, and recreation and culture are summarized as follows:

• Per capita expenditures in 1990 on the hard services of sewers and 
water amounted to $251 (column 2). As a proportion of municipal 
expenditures, this represented 9.8 percent of the total or an increase of
3.8 percentage points in relative importance when compared with 1980.

• Expenditures on roads, which is also a hard service amounted to $174 
per capita in 1990. As a proportion of municipal expenditures, this is
6.8 percent of the total or an increase in relative importance of 1.4 
percentage points (up from 5.4 percent) when compared with 1980.

• Per capita expenditure on social services (nothing is spent on public 
health) was $29 in 1990. This accounted for only 1.1 percent of 
municipal expenditures in 1990, down from 2.1 percent in 1980.

• Over the period from 1980 to 1990, recreation and culture fell from 9.0 
percent of total expenditures in the former year to 6.5 percent in the 
latter year. The per capita amount in 1990 was $166 per capita.

When all expenditures are combined, the average growth in per capita 
expenditures in constant dollars was 2.7 percent per year.



m.2.2 Operating Revenues

Table III.2.2 summarizes information on operating revenues. Net municipal taxes 
reflect the taxes used to fund municipal services. This total is obtained by subtracting 
taxes requisitioned by schools from the total of all property taxes and payments-in-lieu 
(PILs). The following highlights the pattern of operating revenues in Edmonton over 
the period from 1980 to 1990:

• Municipal taxes declined in relative importance as a revenue generator 
for municipal services from 1980 to 1990. In 1980, these taxes 
accounted for almost 25 percent of municipal revenues. By 1990, they 
accounted for less than 19 percent.

• . Both conditional and unconditional grants declined in relative importance
with the former falling from 5.7 percent to 2.3 percent of municipal 
revenues and the latter from 7.6 percent to 3.1 percent of municipal 
revenues. When combined, grants declined from 13.4 percent to 5.4 
percent of City operating revenues over this period.

• User fees, in total, remained relatively constant accounting for 54 and 
55 percent, respectively, of total revenues in 1980 and 1990. Of this 
total, electricity and telephone services absorbed 37 in 1980 and 39 
percent in 1990. For the remaining services, user fees declined slightly 
in relative importance, falling from 17 percent of municipal revenues in 
1980 to 16 percent in 1990.

When the impact of all revenues was combined, an average annual 
increase in constant dollars per capita of 1.5 percent per year (column 
5) was noted.



Table III.2.2: Comparison of Local Government Operating Revenues
by Source for Edmonton, 1980-90

Revenue
Source

(1)

Per Capita 
Revenue 

1990 
(2)

Distrib.

1980
(3)

i

1

Distrib. '
i

1990
(4)

Av. Annua 
Growth in 
Constant 
Per Capita 

1980-90 
(5)

($) (%) (%) (%)

Net Municipal Taxes* 486 24.9 18.7 -0.1

Grants
Unconditional 81 7.6 3.1 -3.5
Conditional 60 5.7 2.3 -3.5

Total 141 13.4 5.4 -3.5

User Fees
General Govt. 11 3.7 0.4 -9.7
Protection 12 0.0 0.5 —

Public Transit 66 4.0 2.5 1.2
Airport 18 0.0 0.7 —

Roads 3 0.0 0.1 —

Sewers 61 2.8 2.3 0.4
Water 137 5.5 5.3 1.2
Solid Waste 6 0.0 0.2 —

Social Services 0 0.0 0.0 —

Environ. Dev. 72 0.0 2.8 —

Rec. & Cult. 34 0.0 1.3 —

Electricity 584 19.1 22.4 2.4
Telephone 430 17.8 16.5 1.1

Total 1434 54.0 55.1 1.6

Other Revenues 539 7.8 20.0 7.1

TOTAL REVENUES 2600 100.0 100.0 1.5

indicates that the revenue source was not used over the entire 
period; hence, average annual growth rates are not calculated.

property taxes and payments-in-lieu of property taxes requisitioned f 
school and other purposes are subtracted from total property 
taxes and payments-in-lieu to yield net municipal taxes.



111.2.3 Capital Expenditures

Per capita capital expenditures, in total, displayed a cyclical pattern over the period 
from 1980 to 1990. Fig. III.2.1 illustrates the distribution of capital expenditures by 
function from 1980 to 1990. The more salient points are summarized below:

• Since 1982, a reasonable degree of consistency is noted in the relative 
importance of the various capital expenditures.

• Expenditures on transportation and the environment ranked second or 
third in relative importance.

• Expenditures on recreation and cultural facilities are relatively small in 
every year.

111.2.4 Capital Financing

Fig. III.2.2 traces out the pattern of capital revenue by source from 1980 to 1990. 
The highlights are noted here:

• Long term borrowing has become relatively less important in more recent 
years when compared with the early eighties.

• Operating revenues and reserves have increased in relative importance 
in the past few years.

Revenue from development charges has increased in importance in the 
last few years.



Fig. 111.2.1: Distribution of Capital 
Expenditures for Edmonton, 1 9 80-90
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Fig. 111.2.2: Distribution of Capital 
Rev. by Source for Edmonton, 1980-90

Year

L.T. Debt —I— Capital Grants —Operat. Rev. & Res.

—a— Development Charge Other



III.3 Calgary

Calgary, with a 1991 population of almost 711,000 people Is the largest city included 
in this report. While in the same province as Edmonton, it does not have its own 
telephone system but it does include hydro-electricity as a municipal service.

m.3.1 Operating Expenditures

The data for Calgary as summarized in Table Ml.3.1, are consolidated and provided in 
the same format as for Edmonton. Debt service charges are not reported as a separate 
function for Calgary {as was also true for Edmonton) because these charges have 
been apportioned by function and included in the specific expenditure categories. A 
further discussion of debt charges for Calgary is included in the debt charges section 
later in this report.

Highlights of Table Ml.3.1 as they relate to hard services, soft services, and recreation 
and culture are noted below:

• Per capita expenditures on the hard services of sewers, water and solid 
waste were $235 per capita in 1990. This absorbed 12 percent of 
municipal expenditures in 1990, up from 10.5 percent of the total in 
1980. Expenditures on the other hard service, specifically roads and 
streets, amounted to $183 per capita in 1990. This accounted for 9.3 
percent of the municipal total in 1990, up from 5.4 percent in 1980.

In per capita terms, social services cost $44 per capita in 1990, a level 
that was substantially lower than many other municipal services. This 
was 2.2 percent of all expenditures in 1990, down from 2.8 percent in



Table III.3.1: Comparison of Local Government Operating Expenditures
by Function for Calgary, 1980-90

Expenditure
Function

(1)

Per Capita 
Expend. 

1990 
(2)

Distrib.

1980
(3)

Distrib.

1990
(4)

Av. Annual
Growth in
Constant
Per Capita

1980-90
(5)

($) (%) (%) (%)
General Government 202 20.9 10.2 -5.4

Protection
-Fire 102 5.5 5.2 0.9
-Police 145 7.6 7.4 1.2
-Other 17 1.8 0.8 -6.0

Total 263 15.0 13.4 0.4

Transportation
-Com. Ser./equip pool 71 5.9 3.6 -3.3
-Streets, walks,light 183 5.4 9.3 7.2
-Public Transit 183 8.8 9.3 2.2

Total 438 20.1 22.2 2.6

Environmental health
-Sewers 91 3.1 4.6 5.9
-Water 113 5.3 5.7 2.4
-Solid Waste 31 2.1 1.6 -1.3

Total 235 10.5 12.0 3.0

Social Services 44 2.8 22 -0.7

Public health 0 0.2 0.0 —

Environmental Dev.
-Mun. Plan, zone dev 26 0.0 1.3 —

-Subdiv. land & dev 40 0.0 2.0 —

-Public Housing 27 0.2 1.4 22.1
-Other 12 1.0 0.6 -2.7
Total 105 1.2 5.3 18.0

Rec. and Culture 163 6.2 8.3 4.6

Electricity 481 23.2 24.4 2.1

Other 35 0.0 1.8 —

GRAND TOTAL 1967 100.0 100.0 1.6

indicates that the expenditure category did not exist over the entire 
period; hence, average annual growth rates are not calculated.



1980. This is not surprising given that social services are largely the 
responsibility of the province and have been for some time.

• Per capita expenditures on recreation and culture amounted to $163 per 
capita. This was 8.3 percent of the total in 1990, up from 6.2 percent 
in 1980.

• The average annual increase in per capita expenditures in constant 
dollars was 1.6 percent per year.

ill.3.2 Operating Revenues

The more salient features of the pattern of operating revenues for the City of Calgary 
are reported in Table III.3.2 and listed here.

• Net municipal taxes declined by slightly more than two percentage points 
from 1980 to 1990, falling from 30.3 percent of the City's total 
revenues in 1980 to 28.2 percent in 1990.

• Both conditional and unconditional grants declined in relative importance, 
falling by 3.3 and 3.5 percentage points, respectively, to a level of 4.0 
percent of municipal revenues in the latter year.

User fees increased in relative importance as a percent of operating 
revenue, rising from 39.3 to 43.8 percent of operating revenues from 
1980 to 1990. In 1990, user fees had expanded to cover more services 
when compared with the earlier year; for example, user fees are now 
used for some road services, ambulance services, social services, and 
environmental development services (including municipal planning and



Table III.3.2: Comparison of Local Government Operating Revenues 
by Source for Calgary, 1980-90

Av. Annua 
Growth in

Per Capita Distrib. Distrib. Constant
Revenue Revenues Per Capita
Source 1990 1980 1990 1980-90

(1) (2) (3) (4) (5)

($) (%) (%) (%)

Net Municipal Taxes* 559 30.3 28.2 0.4

Grants
Unconditional 79 7.3 4.0 -2.5
Conditional 79 7.5 4.0 -2.6
Total 158 14.8 8.0 -2.6

User Fees
General Govt. 3 1.6 0.2 -10.7
Protection 8 0.0 0.4 —

Public Transit 57 3.9 2.9 -0.7
Roads 14 0.0 0.7 —

Sewers 84 3.1 4.2 2.6
Water 117 5.5 5.9 1.2
Solid Waste 8 0.8 0.4 -2.5
Social Services 2 0.0 0.1 —

Environ. Dev. 46 0.0 2.3 —

Rec. & Cult. 22 0.8 1.1 2.6
Electricity 505 23.7 25.5 1.3
Total 867 39.3 43.8 1.4

Other Revenues 396 15.5 20.0 2.3

TOTAL REVENUES 1980 100.0 100.0 0.8

indicates that the revenue source was not used over the entire 
period; hence, average annual growth rates are not calculated.

property taxes and payments-in-lieu of property taxes requisitioned f 
school and other purposes are subtracted from total property 
taxes and payments-in-lieu to yield net municipal taxes.



zoning development, subdivision land and development, public housing 
and some miscellaneous services).

• Other revenues (includes licences and permits, rentals, special levies, 
revenues from operating allowances, from operating reserves, from 
operating functions and miscellaneous) increased in relative importance 
rising from a level of 15.5 percent of municipal revenues in 1980 to 20 
percent of municipal revenues in 1990.

• Overall, the average annual growth in real dollars per capita increased by 
0.8 percent per year from 1980 to 1990.

III.3.3 Capital Expenditures

Capital expenditures in the City of Calgary tended to be much lower in the mid and 
latter eighties when compared with the early eighties. Fig. 111.3.1 traces out the 
distribution of capital expenditures. The more notable points are:

• Transportation expenditures, mainly on roads, accounted for the highest 
percentage of capital expenditures in every year.

• Environmental services were generally second in importance.

IM.3.4 Capital Financing

The distribution of capital revenues by source is displayed in Fig. III.3.2. The main 
characteristics are: •

• Long term borrowing declined in relative importance over the decade of 
the eighties.



Fig. 111.3.1: Distribution of Capitol 
Expenditures for Calgary, 1980-90
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Fig. III.3.2: Distribution of Capital 
Rev. by Source for Calgary, 1980-90
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• Revenues from operating funds and reserves increased in relative 
importance over the same period.

• Development charge revenues increased in relative importance 
throughout the decade.

Ili.4 London

London is a City in Southwestern Ontario with a population of slightly more than 
303,000 as of 1991. Since the City is not part of a regional government, it is 
referred to as a separated City and is responsible for delivering a wide range of 
municipal services’®. In this sense, it differs from cities, such as Ottawa, that are part 
of a regional government structure.

ill.4.1 Operating Expenditures

Debt service charges are not reported as a separate function for London because 
these charges have been apportioned by function and included in the specific 
expenditure categories. A further discussion of debt charges for London is included 
in the debt charges section (III.8).

Table III.4.1 illustrates the pattern of operating expenditures for the period from 1977 
to 1990. The highlights of this Table as they relate to hard services, soft services, 
and recreation and culture are reported here:

• Per capita expenditures on sewer and water amounted to $166 per 
capita in 1990. These accounted for 14.0 percent of all municipal

’® It provides all the services that are shared or split between cities and regions in 
a regional government system in Ontario.



Table IM.4.1: Comparison of Local Government Operating Expenditure
by Function for London, 1977-90

Expenditure
Function

(1)

Per Capita 
Expend. 

1990 
(2)

Distrib.

1977
(3)

Distrib.

1990
(4)

Av. Annua 
Growth in 
Constant 
Per Capita 

1977-90 
(5)

($) (%) (%) (%)

General Government 100 8.5 8.8 2.4

Protection
- fire 74 7.3 6.5 1.2
- police 112 11.4 9.9 1.0
- other 18 1.2 1.6 4.6
- total 205 20.0 18.0 1.4

Transportation
- roads 108 11.8 9.5 0.5
- transit 101 8.1 8.9 2.9
- other 13 1.7 1.2 -0.6
- total 222 21.5 19.6 1.4

Environment
- sewer 77 6.1 6.8 3.0
- water 89 7.9 7.8 2.1
- garbage 43 8.5 3.7 -4.0
- total 209 22.5 18.4 0.6

Health 36 3.5 3.2 1.4

Social Services 226 11.7 19.9 6.5

Recreation and Culture
- parks and recreation 56 6.2 4.9 0.4
- libraries 45 4.1 4.0 2.0
- total 101 10.3 8.9 1.1

Planning and Developmen 38 2.1 3.3 6.0

TOTAL OPERATING EXP 1137 100.0 100.0 2.2



expenditures in 1990, marginally up from 14.0 percent in 1977. 
Expenditures on roads, the other hard service, amounted to $108 per 
capita. This was 9.5 percent of the total in 1990, up from 11.8 percent 
in 1977.

Per capita expenditures on roads totalled $ 108 in 1990. This accounted 
for 9.5 percent of all operating expenditures, down from 11.8 percent 
in 1977.

Per capita expenditures on soft services combined (social services and 
health) amounted to $262 in 1990. This was 23.1 percent of all 
operating expenditures. In 1977, these services accounted for 15.2 
percent of all operating expenditures.

Per capita expenditures on recreation and culture totalled $101 in 1990. 
As a percentage of municipal expenditures, this category declined from 
10.3 percent of the total in 1980 to 8.9 percent in 1990.

Combining all expenditures produces an average annual increase in 
constant dollars per capita of 2.2 percent, total expenditures.

m.4.2 Operating Revenues

Table III.4.2 highlights the more notable features of the pattern of local revenues for 
the city of London for the period from 1977 to 1990. These are reported here:

• Property taxation declined in relative importance by almost three 
percentage points over the fourteen year period (from 46.4 percent of 
revenues in 1977 to 43.2 percent in 1990), while water and sewer



Table 111.4.2: Comparison of Local Government Operating Revenues
by Source for London, 1977-90

Revenue
Source

(1)

Per Capita 
Revenue 

1990 
(2)

Distrib.

1977
(3)

Av. Annua 
Growth in 

Distrib. Constant 
Per Capita 

1990 1977-90
(4) (5)

($) (%) (%) (%)
Taxation

Property Taxes 485 46.4 43.2 1.6
Water/Sewer Billings 83 6.2 7.4 3.6

Total 568 52.7 50.6 1.8

Payments-in-Lieu 29 5.0 2.6 -2.8

Grants /
Unconditional 90 13.2 8.0 -1.7
Conditional 234 14.9 20.9 4.9

Total 324 28.1 28.9 2.3

User Fees
Transportation 58 5.9 5.2 1.2
Social Services 14 1.5 1.2 0.7
Rec. & Cult. 0 1.9 0.0 —

Other 62 0.6 5.5 22.0
Total 134 10.0 11.9 3.6

Other Revenues 68 4.2 6.0 5.4

TOTAL REVENUES 1123 100.0 100.0 2.2

indicates that the revenue source was not used over the entire 
period; hence, average annual grovtrth rates are not calculated.



billings’^ increased by slightly more than one percentage point (from 6.2 
percent of revenues in 1977 to 7.4 percent in 1990). When both are 
combined, they exhibited a decrease in relative importance, falling from 
52.7 percent of revenues in 1977 to 50.6 percent in 1990 (columns 2 
and 3).

Payments-in-lieu of taxes also decreased in relative importance, falling 
from 5.0 percent of revenues in 1977 to 2.6 percent in 1990.

Conditional and unconditional grants combined, provided 28.1 and 28.9 
percent of all revenues, respectively, in 1977 and 1990. The 
composition of this total changed dramatically, however. Unconditional 
grants became relatively less important, falling from 13.2 percent of all 
revenues in 1977 to 8.0 percent in 1990. Conditional grants, on the 
other hand, increased in relative importance, rising from 14.9 percent of 
revenues in 1977 to 20.9 percent in 1990 (columns 2 and 3).

User fees (excluding water and sewer charges) increased in importance, 
accounting for almost 12 percent of revenues in 1990. This represented 
an increase of almost two percentage points when compared with 1977. 
In reviewing individual user charges, those for transit, social services, 
and recreation and culture declined in relative importance while the other 
category increased substantially. The decrease in recreation and culture 
(zero dollar value for 1990) appears to be a result of parks and recreation 
activities being taken over by the public utility commission in the eighties 
and hence, not reported in municipal totals.

In the Ontario municipal data, water and sewer billings are recorded separately 
from other user fees. However, they are generally considered to be a user fee.



• For all revenues combined, the average increase in real dollars per capita 
amounted to 2.2 percent yearly.

m.4.3 Capital Expenditures

Per capita expenditures on capitai projects, in total, in London were noticeably higher 
in the late eighties when compared with the early eighties and the late seventies. The 
distribution of these expenditures by function is noted in Fig III.4.1 for the years from 
1978 to 1990. From this Figure, the following can be observed:

• With the exception of those years in the mid to early eighties and again 
in 1989, environmental expenditures accounted for the highest 
percentage of the total.

• Expenditures on roads was the second most important except for a few 
years when it surpassed the environmental expenditures.

• Capital expenditures on recreation and culture were relatively small in 
every year.

III.4.4 Capital Financing

Fig. III.4.2 displays the distribution of capitai revenues by source for the period from 
1978 to 1990. The major points are as follows

Operating revenues and reserves were relativeiy most important as a 
source of revenue for capital expenditures in the early eighties, declined 
throughout the mid-eighties, and increased, once again, in the latter part 
of the decade.
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Fig. III.4.2: Distribution of Capital 
Rev. by Source for London, 1 9 78-90
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• Long term borrowing has been cyclical in nature but declined in relative 
importance in the latter part of the eighties.

• Federal and provincial transfers have declined in relative importance as 
a source of funds.

III.5 Ottawa

Ottawa, with a population of 314,000 in 1991, is the capital of Canada and the 
venue for a proportionately large government sector. It Is part of regional government 
structure’®. The Region has responsibility for a number of services including social 
services, public transit, arterial roads, regional planning, water, and trunk line sewers.

The City is responsible for fire, police, local streets and roads, local sewers, garbage 
collection, recreation and culture, local land use planning, and some miscellaneous 
services.

The nature of the Regional government structure in Ottawa is very different from the 
regional structure in Vancouver. In Vancouver, participation in the delivery of regional 
services is voluntary and solely at the discretion of the member municipalities. In 
Ottawa/Carleton, some services are the statutory responsibility of the Region while 
others are left with the area municipalities. Municipalities do not have the option of 
opting in or out of regional services; if the region provides the service, it is avaiiable 
across the entire region and not specifically, in selected areas.

Other cities in the Region include Vanier, Kanata, Nepean, Gloucester, the 
village of Rockcliffe Park, and the townships of Cumberland, Goulbourn, Osgoode, 
Rideau, and West Carleton.



III.5.1 Operating Expenditures

Debt service charges are not reported as a separate function for Ottawa because 
these charges have been apportioned by function and included in the specific 
expenditure categories. A further discussion of debt charges for Ottawa is included 
in the debt charges section later in this report.

Table III.5.1 illustrates the pattern of operating expenditures for the period from 1977 
to 1990 with the highlights for hard services, soft services, and recreation and culture 
reported below:

• Per capita expenditures on sewers totalled $78 in 1990. This was 7.5 
percent of total expenditures, up from 4.4 percent in 1977. Expenditure 
on the other hard service, roads, was $97 in 1990. This was 9.3 
percent of the total, down from 15.8 percent in 1977.

• Per capita expenditures of $179 on recreation and culture in 1990 
accounted for 17.2 percent of all municipal expenditures, a proportion 
that was the same as in 1977.

• When all expenditures are combined, per capita expenditures in constant 
dollars declined by 0.1 percent per year.

III.5.2 Operating Revenues

Table III.5.2 summarizes the more salient features of the pattern of municipal 
revenues over the period from 1977 to 1990. Ottawa differs substantially from the 
other cities in this comparison because that it is primarily a government city. This is 
noted in the extent to which payments-in-lieu of taxation constitute a proportionately 
high percentage of local revenues. The more important highlights are identified below:



Table III.5.1; Comparison of Local Government Operating Expenditure
by Function for Ottawa, 1977-90

Expenditure
Function

(1)

Per Capita 
Expend. 

1990 
(2)

Distrib.

1977
(3)

Distrib.

1990
(4)

Av. Annua 
Growth in 
Constant 
Per Capita 

1977-90 
(5)

($) (%) (%) (%)

General Government 163 19.7 15.7 -1.8

Protection
- fire 144 11.0 13.9 1.7
- police 192 15.7 18.4 1.1
- other 33 2.0 3.2 3.6
- total 369 28.7 35.5 1.5

Transportation
- roads 97 15.8 9.3 -4.1
- other 40 2.5 3.8 3.3
- total 137 18.3 13.1 -2.6

Environment
- sewer 78 4.4 7.5 4.0
- water 0 0.1 0.0 —

- garbage 32 2.0 3.1 3.3
- total 111 6.6 10.7 3.7

Health 0 1.0 0.0 —

Social Services 6 2.9 0.6 -11.7

Recreation and Culture 
- parks and recreation 128 13.1 12.3 -0.6
- libraries 52 3.9 5.0 1.8
- total 179 17.0 17.2 -0.0

Planning and Developmen 75 5.9 7.2 1.4

TOTAL OPERATING EXP 1040 100.0 100.0 -0.1

indicates that the expenditure category did not exist over the entire 
period; hence, average annual growth rates are not calculated.



Table 111.5.2: Comparison of Local Government Operating Revenues
by Source for Ottawa, 1977-90

Revenue
Source

(1)

Per Capita 
Revenues 

1990 
(2)

Distrib.

1977
(3)

Av. Annua 
Growth in 

Distrib. Constant 
Per Capita 

1990 1977-90
(4) (5)

($) (%) (%) (%)
Taxation

Property Taxes 324 35.7 31.0 -1.1
Water/Sewer Billings 46 1.1 4.5 11.3

Total 370 36.8 35.5 -0.3

Payments-in-Lieu 338 30.6 32.4 0.4

Grants
Unconditional 65 4.6 6.2 2.4
Conditional 28 4.2 2.7 -3.3
Total 93 8.7 8.9 0.0

Other Specific Grants 0 7.2 0.0 —

User Fees
Protection n.a. 0.4 n.a. n.a.
Transportation n.a. 2.5 n.a. n.a.
Social Services n.a. 0.0 n.a. n.a.
Rec. & Cult. n.a. 1.3 n.a. n.a.
Other 69 0.0 6.6 —

Total 69 8.6 6.6 -2.0

Other Revenues 158 8.0 15.4 5.0

TOTAL REVENUES 1044 100.0 100.0 -0.1

n.a. not available

indicates that the revenue source was not used over the entire 
period; hence, average annual growth ratres are not calculated.



While property taxation accounted for the largest proportion of municipal 
revenues at approximately 36 percent in each of the years, revenue from 
payments-in-lieu (PILs) was the next most important. PILs accounted for 
30.6 percent of municipal revenue in 1977 and 32.4 percent in 1990.

The proportion of municipal revenues collected from conditional and 
unconditional grants combined, remained virtually constant in each of the 
years (8.7 percent in 1977 and 8.9 percent in 1990). Of this total, 
however, there were changes in the relative importance of the 
conditional and unconditional component. Unconditional grants 
increased in relative importance (from 4.6 percent to 6.2 percent of 
municipal revenues) while conditional grants decreased by approximately 
the same proportion (from 4.2 to 2.7 percent of municipal revenues). 
This change in the relative importance of conditional versus unconditional 
grants differs from the direction of change for comparable totals reported 
for London. This difference is partially a consequence of London and 
Ottawa having different expenditure and service responsibilities.

User fees, in total, declined in relative importance as a source of 
municipal revenue from 1977 to 1990. More directly, their importance 
declined from 8.6 percent of municipal revenues in 1977 to 6.6 percent 
in 1990 (columns 2 and 3). This is in contrast to most other 
municipalities where the reliance on this revenue source has increased 
over the past few years.

When all revenue sources are combined, per capita constant dollar 
revenues declined at an average annual rate of 0.1 percent per year. 
This was driven by an average annual decrease of 0.3 percent in 
municipal taxation (a weighted average of a yearly decrease of 1.1 
percent in property taxation and an annual increase in water and sewer



billings of 11.3 percent); an average yearly increase of 5.0 percent in 
other revenues; an average annual increased in PILs of 0.4 percent; zero 
percent change in grants (weighted average of an average yearly 
increase of 2.4 in unconditional grants and an average annual decrease 
of 3.3 percent in conditional grants); and an average annual decrease in 
user fees of 2.0 percent (column 5).

III.5.3 Capital Expenditures

Because Ottawa is part of a Regional government system, it is not responsible for 
water, public transit, sewage treatment, arterial roads and streets, although it is 
responsible for the collection of sewage. Given this, one might assume that per capita 
expenditures levels would be lower when compared with London. A review of per 
capita expenditure levels for Ottawa and London suggests, however, that the level 
of per capita expenditures for Ottawa frequently exceeded those for London 
throughout the eighties.

Figure III.5.1 illustrates the distribution of capital expenditures by function from 1977 
to 1990. The more important points are:

• All expenditure functions displayed a highly cyclical pattern.

• Expenditures on environmental concerns were relatively least important 
for most of the years. This is due to the fact that the City is only 
responsible for collecting sewage.

"Other" capital expenditures was relatively the most significant in almost 
every year. This category mainly includes expenditures on parks, 
recreation, libraries, and general government.
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ill.5.4 Capital Financing

Fig III.5.2 illustrates the distribution of capital revenues by source for the period from 
1977 to 1990. The reader should note the following:

• Operating revenues and reserves have grown in relative importance as 
a source of capital funds.

• Long term debt has been highly volatile, rising in one year and falling in 
the next, but appears to be declining in relative importance as a source 
of revenue.

• Federal and Provincial transfers have declined in relative importance as 
a source of capital revenue since the mid-eighties.

Mi.6 Sherbrooke

Sherbrooke, with a 1991 population of more than 76,000 is the smallest City included 
in this report. Since it is not part of a regional government structure, it is responsible 
for providing a wide range of local services. Because data were not available for 
capital expenditures and capital financing over a period of time, they are not discussed 
here.

Iii.6.1 Operating Expenditures

The data in Table 111.6.1 are taken or calculated from data in the annual reports of the 
city. Debt servicing charges are reported in Sherbrooke's data as a separate 
expenditure function rather than being apportioned to the individual expenditure items 
and included in their totals. Further discussion of debt charges is reserved for the 
section on debt charges later in this report.
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Table III.6.1; Comparison of Local Government Operating Expenditure
by Function for Sherbrooke, 1982-91

Per Capita
Expenditure Expend.
Function 1991

(1) (2)

Distrib.

1982
(3)

Distrib.

1991
(4)

Av. Annua 
Growth in 
Constant 
Per Capita 

1982-91 
(5)

($) (%) (%) (%)

General Government 192 14.9 14.4 2.8

Protection
-Police 145 12.4 10.9 1.3
-Fire 105 10.0 7.8 0.5

Total 250 22.4 18.7 1.0

Transportation
-Municipal Roads 170 14.7 12.8 0.8
-Public Transportation 21 0.7 1.6 10.3

Total 192 15.4 14.4 1.4

Environmental Health Serv.
-Water & Sewer 75 3.4 5.6 2.4
-Garbage Removal & Dis 27 3.1 2.1 0.1

Total 102 6.5 7.6 1.3

Health & Welfare 3 0.3 0.2 -1.5

Urban Planning & Reg. Dev. 
-Housing (Urban Plannin 27 1.2 2.0 10.3
-Economic Promotion & 34 1.0 2.6 12.5
-Municipal Housing Offic 5 0.5 0.4 -0.0
-Airport 1 0.1 0.1 2.9
Total 67 2.8 5.1 9.6

Recreation & Cultural Ser 113 7.6 8.5 4.1

Financing Costs Borne by: 
-City (debt service) 322 18.8 24.1 4.9
-Quebec Govt, (debt ser 14 0.0 1.1 —

-Other 80 11.3 6.0 -5.0
Total 336 30.1 25.2 0.2

TOTAL 1335 100.0 100.0 2.4

~ indicates that the expenditure category did not exist over the entire 
period; hence, average annual growth rates are not calculated.



The following highlights the information on hard services, soft services, and recreation 
and culture in Table III.6.1.

• Per capita expenditures on water and sewers in 1991 amounted to $75 
per capita. This accounted for 5.6 percent of all municipal expenditures 
in 1991, up from 3.4 percent in 1982. Per capita expenditures on roads 
of $ 170 per capita in 1991 took 12.8 percent of the total. In 1982, the 
comparable percentage was higher at 14.7 percent.

• Per capita expenditures on recreation and culture of $113 in 1991 
accounted for 8.5 percent of total expenditures in that year. This was 
up from 7.6 percent in 1982.

• The combination of all expenditures produced an average annual growth 
rate in constant dollars per capita of 2.4 percent per year.

III.6.2 Operating Revenues

Table III.6.2 summarizes the pattern of municipal revenues for the City of Sherbrooke 
from 1982 to 1991. The more important points are identified below:

Total taxation accounted for 58.6 percent of municipal revenues in 1982 
and for 65.9 percent in 1991. This increase of 7.3 percentage points 
was generated by an increased reliance on the business tax (accounted 
for 5.2 percent of municipal revenues in 1982 and 9.3 percent in 1990) 
and the introduction of municipai property taxation to finance sewer 
operations. Offsetting some of this increase was a slight decrease in the 
relative importance of local taxation for financing garbage collection and 
disposal.



Table III.6.2; Comparison of Local Government Operating Revenues
by Source for Sherbrooke, 1982-91

Revenue
Source

(1)

Per Capita 
Revenues 

1991 
(2)

Distrib.

1982
(3)

Distrib.

1991
(4)

Av. Annua 
Growth in 
Constant 
Per Capita 

1982-91 
(5)

($) (%) (%) (%)
Taxation

General 474 41.0 40.0 0.3
Local Apportionment 44 3.5 3.7 0.7
Water 67 5.1 5.6 1.1
Sewers 54 0.0 4.6 —

Garbage 29 3.8 2.5 -2.0
Business Tax 111 5.2 9.3 3.8
Other 1 0.0 0.1 —

Total 780 58.6 65.9 1.0

Payments-in-Lieu 168 16.3 14.2 -0.5

User Fees
Recreation 10 0.9 0.8 0.7
Parking & Meters 6 0.4 0.5 0.0
Recoveries 23 5.3 1.9 -6.8
Total 39 6.6 3.3 -4.5

Grants
Unconditional 0 0.0 0.0 0.0
Conditional 19 1.0 1.6 4.2
Total

Rev. from Services

19 1.0 1.6 4.2

Provided to other
Municipalities 38 1.2 3.2 5.7

Other Revenues 140 16.4 11.8 -3.5

TOTAL REVENUE 1184 100.0 100.0 0.1

indicates that the revenue source was not used over the entire 
period; hence, average annual growth rates are not calculated.



Decreases are noted in the relative importance of PILs (from 16.3 
percent of municipal revenues in 1977 to 14.2 percent in 1990); user 
fees (from 6.6 to 3.3 percent); and other revenues (from 16.4 to 11.8 
percent).

Reliance on grant revenue is notably different for Sherbrooke than for the 
other cities in this report. For example, there Is nothing reported for 
unconditional grant revenue and conditional grants contribute infinitely 
small sums of revenue. In 1982, for example, conditional grants 
accounted for 1.0 percent of municipal revenue and in 1990, the 
comparable total was 1.6 percent. This limited reliance on provincial 
grants is a direct result of restructuring provincial and municipal 
expenditure responsibilities that took place in the early eighties. Briefly, 
the province assumed a number of expenditure responsibilities including 
the bulk of expenditures for schools, social services and some other 
municipal services, in exchange, municipalities were left with services 
that were to be funded, primarily, from their own revenue sources. 
Hence, the reduction in the use of grants.

For the period from 1982 to 1991, the average annual increase in real 
revenues per capita amounted to 0.1.percent per year.

III.7 Halifax

Halifax, with a 1991 population of almost 115,000, is the capital of Nova Scotia. 
Although it is not part of a regional government, public transit, solid waste



management, and some planning functions are the responsibility of the Metropolitan 
Authority’®.

III.7.1 Operating Expenditures

In reviewing operating expenditure patterns from 1972 to 1990, it is worth noting 
that the data since 1982 exclude expenditures on solid waste and some planning 
functions. Transit expenditures are excluded for the entire period. Since 1982, 
transit has been the responsibility of the Metropolitan Authority; prior to that time, it 
was the responsibility of the Halifax Transit Commission. Water utility expenditures 
are not reported since these were provided by a self financing water utility and, in 
essence, are not funded by the local property tax base.

Debt servicing charges are reported in Halifax's data as a separate expenditure 
function rather than being apportioned to the individual expenditure items and included 
in their totals. Further discussion of debt charges is reserved for the section on debt 
charges later in this report.

The combined transfers to reserves, and conditional and unconditional grants to other 
local governments and/or agencies as reported in Table III.7.1 includes contributions 
to the Metropolitan Authority, school boards, homes for the aged boards, recreation 
boards, regional library boards and other occasional boards.

This Authority was set up in 1982 and designed to provide the above 
mentioned services to the Cities of Halifax and Dartmouth, the Town of Bedford, and 
the County of Halifax. In addition to fare box revenues for transit, disposal fees for 
solid waste, and provincial grant support for transit, revenues are received from the 
member municipalities.



Table III.7.1: Comparison of Local Government Operating Expenditure
by Function for Halifax, 1972-90

Expenditure
Per Capita Distrib. 
Expend.

Distrib.

Av. Annua 
Growth in 
Constant 
Per Capita

Function
(1)

1990
(2)

1972
(3)

1990
(4)

1972-90
(5)

($) (%) (%) (%)

General Government 127 6.3 7.5 1.9

Protection
-Fire 136 8.0 8.0 0.9
-Police 166 6.6 9.8 3.1

-Other 15 0.9 0.9 0.7
Total 317 15.4 18.7 1.9

Transportation 
-Common Services 56 3.2 3.3 1.0
-Road 64 5.7 3.8 -1.4
Total 120 8.9 7.1 -0.4

Environmental Health Serv.
-Sewage Collect & Dispo 16 0.8 1.0 2.2
-Solid waste coll & Disp. 9 1.9 0.6 -5.8

Total 26 2.7 1.5 -2.2

Health 5 0.5 0.3 -2.0

Social Welfare 324 11.3 19.1 3.9

Environment Dev. Serv. 35 1.2 2.0 3.7

Rec. & Culture 80 2.5 4.7 4.4

Fiscal Services
-DebtCharges 98 12.5 5.8 -3.4
-Transfers-own reserves 74 33.7 4.3 -10.0
-Uncond. trans-other gov 3 0.1 0.2 2.8
-Cond. trans-other govt. 490 4.8 28.9 11.5

Total 665 51.1 39.2 -0.6

TOTAL 1699 100.0 100.0 0.9



Table III.7.1 records the pattern of operating expenditures from 1972 to 1990. The 
following are the more noteworthy features as they relate to hard services, soft 
services and recreation and culture:

• Per capita expenditures on sewage collection and treatment amounted 
to $16 in 1990. As a percent of total expenditures, this accounted for 
1.0 percent in 1990. This was up slightly from 0.8 percent in 1972. 
Expenditures on roads accounted for a further $64 per capita. This was
3.8 percent of all expenditures in 1990, down from 5.7 percent in 1972.

• Social service expenditures amounted to $324 per capita in 1990. 
These accounted for 19.1 percent of municipal expenditures in 1990, up 
from 11.3 percent in 1972.

• Per capita expenditures on recreation and culture amounted to $80 in 
1990. This accounted for 4.7 percent of all municipal expenditures. 
This was a slight increase in relative importance from 1972.

• The average annual growth rate in constant dollar operating expenditures 
per capita over the 19 year period was 0.9 percent.

Ml.7.2 Operating Revenues

Table III.7.2 notes the pattern of changes in operating revenues over the period from 
1972 to 1990. The more notable are cited here.

• Total property taxation accounted for the same proportion of rnunicipal 
revenues in 1990 as it did in 1972 (between 65 and 66 percent). Of 
this total, business taxes increased slightly in relative importance while



Av. Annua 
Growth in

Table III.7.2: Comparison of Local Government Operating Revenues
by Source for Halifax, 1972-90

Per Capita Distrib. Distrib. Constant
Revenue Revenues Per Capita
Source 1990 1972 1990 1972-90

(1) (2) (3) (4) (5)

($) (%) (%) (%)
Property Tax

Real Property 893 54.6 52.9 0.5
Business Tax 173 8.9 10.3 1.4
Other 39 2.2 2.2 0.7

Total 1105 65.7 65.4 0.6

Payments-in-Lieu 149 9.1 8.8 0.5

User Fees
Transportation 17 0.8 1.0 1.9
Other 23 0.1 1.4 13.6
Total 40 0.9 2.4 6.0

Grants
Unconditional 1 6.5 0.1 -21.8
Conditional 250 9.6 14.8 3.1
Total 251 16.1 14.9 0.2

Other Revenue
Collected for other 
Local Govts. 17 2.9 1.0 -5.3

Other Revenues 127 5.2 7.5 2.7

TOTAL REVENUE 1689 100.0 100.0 0.6



real property taxes decreased by approximately the same proportionate 
amount.

• User fees and other revenues increased in relative importance with the 
former rising from 0.9 percent of municipal revenues in 1972 to 2.4 
percent in 1990 and the latter increasing from 5.2 percent of the total 
in 1972 to 7.5 percent in 1990 (columns 2 and 3).

• While provincial grants, in total, declined in relative importance over this 
period (from 16.1 percent of municipal revenues in 1972 to 14.9 percent 
in 1990), the relative importance of conditional and unconditional grants 
moved in the opposite direction. Unconditional grants declined from 6.5 
percent of municipal revenues in 1972 to 0.1 percent in 1990. 
Conditional grants grew from 9.6 percent of revenues in 1972 to 14.8 
percent in 1990.

• The average annual constant dollar growth in per capita revenues was 
0.6 percent.

III.7.3 Capital Expenditures

Data on capital expenditures were not broken down as finely for Halifax as for the 
other cities. In essence, there are four categories; general municipal purposes 
including schools, water, electricity and other.

From the data, it can be seen that per capita expenditures tended not to be as cyclical 
over time as was noted for some of the other cities. Figure III.7.1 traces out the 
distribution of these expenditures from 1972 to 1990. The following is noted in the 
Figure:



Fig III.7.1: Distribution of Capital 
Expenditures for Halifax, 1 9 72-90
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General municipal expenditures were proportionately most important in 
every year. In fact, they accounted for all capital expenditures in most 
years throughout the seventies.

Since the mid-eighties, capital expenditures on water have grown in 
relative importance.

m.7.4 Capital Financing

Fig. III.7.2 displays the distribution of capital revenues by source for the period from 
1972 to 1990. In terms of relative importance, the more noteworthy features are 
reported here:

• Long term debt was the most important source of revenue throughout 
most of the seventies, then declined and was virtually not used at all 
during the mid-eighties. In the late eighties, however, it rose rather 
noticeably in importance.

• Since the early eighties, operating revenues and reserves have grown in 
relative importance as a source of financing capital expenditures.

• Since the early eighties, federal and provincial transfers have declined in 
relative importance.

III.8 Debt Charges

Canadian municipalities are generally restricted by the provinces in terms of the 
amount of debt that they can incur, the type of debentures they can issue, and the 
use of the borrowed funds. Some provinces require ministerial approval (such as in 
Nova Scotia and Quebec) before debt can be incurred while others require



Fig. 111.7.2: Distribution of Capitol 
Rev. by Source for Halifax, 1971-90

L. T. Debt Fed/prov trans Operat. Rev. —e— Other



municipalities to receive authorization from the relevant provincial agency (such as the 
Local Authorities Board in Alberta).

In British Columbia, debt cannot exceed a specified percentage of the taxable 
assessment of the current and preceding two years. Up until recently in Ontario, 
municipal debt charges could not exceed 20 percent of operating expenditures. 
Municipalities in Ontario are now required to obtain approval for borrowing only for 
capital expenditures which exceed the provincial guideline as set by regulation. 
Ontario municipalities no longer require approval for each project that they undertake.

For the past few years, municipalities have expressed concern over their fiscal ability, 
or inability, to rehabilitate and expand their local infrastructure. This concern has 
arisen for a variety of reasons, not the least of which is the claim (by local officials) 
that municipalities cannot afford to fund these infrastructure costs. This begs the 
question of whether or not municipalities (not to mention whether they should) can 
carry heavier debt costs that would arise from additional borrowing. Without 
answering this question directly, it may be instructive to gain some information on the 
historical pattern of debt charges in each of the seven cities. This is completed in 
section III.8.1. Section III.8.2 estimates the tax burden created by the existing debt 
and provides some crude indication of the potential for carrying existing debt given 
various assumptions.

III.8.1 Debt Charges As A Percent of Operating Expenditures

Debt charges as a percent of operating expenditures for each of the cities is illustrated 
in Figures III.1.3 to III.7.3. Comments on each City are summarized as follows:

• For Vancouver, debt charges absorbed a fairly constant percentage of 
operating expenditures from 1971 to 1990, although some variation was



Fig. III.1.3: Debt Charge As Percent of 
Operating Exp. for Vancouver, 1 9 72-90



Fig. 111.2.3: Debt Charge As Percent of
Operating Exp. for Edmonton, 1 980-90

Year



Fig. 111.3.3: Debt Charge As Percent of
Operating Exp. for Calgary, 1 980-90

Year



Fig. III.4.3: Debt Charge As Percent of 
Operating Exp. for London, 1 9 78-90



Fig. 111.5.3: Debt Charge As Percent of 
Operating Exp. for Ottawa, 19 70-90



Fig. III.6.3: Debt Charge As Percent of
Operating Exp. for Sherbrooke, 19 82-91

Year



Fig. III.7.3: Debt Charge As Percent of 
Operating Exp. for Halifax, 1 972-9 1



noted (Fig. III.3.1). From 1985 to 1990, debt charges accounted for 10 
to 11 percent of municipal expenditures.

For Edmonton, debt charges declined in the early eighties to almost 17 
percent of municipal expenditures in 1982. It then climbed in relative 
importance until 1986 where it accounted for almost 29 percent of 
municipal expenditures. Since then, it has fallen and in 1990, it was 
slightly less than 24 percent of municipal expenditures (Fig. III.2.3). 
Edmonton is currently involved in a debt reduction program that is to 
continue over the next few years.

For Calgary, debt charges rose from almost 13 percent of municipal 
expenditures in 1981 to a high of 22.5 percent in 1985. Since then, it 
has fallen, reaching a low of slightly less than 17 percent of municipal 
expenditures in 1990 (Fig. III.3.3).

For London, debt charges as a percentage of operating expenditures 
have declined continuously since 1978 (Fig. III.4.3). In that year, debt 
charges were 11.3 percent of municipal operating expenditures. By 
1990, they amounted to 6.0 percent of operating expenditures.

For Ottawa, debt charges as a percent of municipal operating 
expenditures have declined dramatically from 1970 to 1990 (Fig. III.5.3). 
In 1970, debt charges were 23.6 percent of municipal expenditures 
while they amounted to 7.3 percent in 1990.

For Sherbrooke, debt charges as a percent of municipal operating 
expenditures increased slowly but continuously from 1983 to 1991 (Fig. 
III.6.3). The range extended from a low of 18.8 percent in 1982 to a 
high of 24.1 percent in 1991.



For Halifax, debt charges declined continuously from a high in 1972 
(12.5 percent of municipal revenues) to 1982, then rose in 1983 and 
remained fairly constant until 1985. Since then, they have declined 
continuously, reaching a low of 5.2 percent of municipal expenditures in 
1989 (Fig. III.7.3).

III.8.2 Burden of the Debt

Column 2 of Table III.8.1 illustrates the level of per capita debt charges for each City 
in 1990 (1991 for Sherbrooke). This is a measure of the burden on the residents in 
each of the seven cities. This level ranges from a high of $612 per capita in 
Edmonton to a low of $65 per capita in London. Column 3 records these debt 
charges as a percentage of operating expenditures. Once again, the range is vast, 
extending from a high of 24.1 percent in Sherbrooke to a low of 5.8% in Halifax.

Since debt charges, as reported in column 2, are generally funded entirely from own 
source revenues (excludes grants), column 4 reports per capita debt charges as a 
percent of own source revenue. This is a measure of the extent to which debt 
charges absorb locally generated revenues. In Sherbrooke, the burden is such that it 
absorbed 27.6 percent of own source revenues in 1991 (the highest). At the other 
extreme, debt charges absorbed 6.8 percent of own source revenues in Halifax.

The wide variation in both the level of debt charges and the extent to which they 
account for municipal expenditures or absorb own source revenues suggests that 
some municipalities may have capacity to borrow additional funds for infrastructure 
improvements. Having stated this, however, it must be emphasized that it is 
impossible to derive the optimal or ideal stock of public debt. It is generally the case 
that provinces provide guidelines for allowable borrowing limits, but hard and fast 
rules tend to be non-existent. Until recently, municipalities in Ontario were assumed 
to have reached their debt limit when debt charges accounted for 20 percent of



Table III.8.1 Burden of the Debt in 1990 (1991 for Sherbrooke)

City
Per Capita
Debt Charge

Debt Charge 
as a % of 
Operating 
Expenditures

Debt Charge 
as a % of 
Own Source 
Revenue

(1) (2) (3) (4)

$ % %

Vancouver 137 11.3 14.5

Edmonton 612 23.9 24.9

Calgary 332 16.9 18.2

London 65 6.0 8.5

Ottawa 73 7.3 8.0

Sherbrooke 322 24.1 27.6

Halifax 98 5.8 6.8



operating expenditures. In every province, cities must secure some type of provincial 
approval before capital borrowing is permitted.

Because of the many qualifications and caveats of providing estimates of additional 
debt that municipalities might carry and the potential for misinterpreting these figures, 
precise measures on additional debt capacity are not provided in this report. The 
best and safest statement that can made about the potential for additional borrowing 
is that those cities where debt charges absorb a relatively small proportion of 
municipal expenditures have capacity to increase their borrowing, regardless of how 
capacity is defined. This is particularly true for London, Ottawa, and Halifax.

III.9 Quality of Infrastructure

Municipalities seldom retain consistent data on the quantity and quality of their 
infrastructure (roads, water and sewers) over time.^° In spite of this difficulty, this 
section of the paper attempts to provide some insights into the extent to which 
municipalities have maintained their infrastructure over the last twenty years.This 
information is impressionistic and is not based on rigorous analysis.

Two sources of information are used to evaluate the quantity and quality of 
infrastructure in the cities:

Because of technological improvements, quality standards on what is 
acceptable have changed over time. Similarly, growing emphasis on meeting higher 
environmental standards has altered most community's expectations as to what is an 
acceptable quantity and quality of service. Finally, some municipalities have not kept 
an up-to-date and ongoing inventory of the quality of their infrastructure.

Sherbrooke is excluded from this discussion because of the lack of data on 
capital expenditures over the decade of the eighties.



Average per capita capital expenditures in constant dollars were obtained 
for roads, sewers and water for each of the years from 1980 to 1990, 
inclusive (see Table III.9). These data are grouped into two time periods: 
1980 to 1985 inclusive; and 1985 to 1990 inclusive. Average per 
capita expenditures on roads, sewers and water do not allow one to 
separate quality of service from quantity of service. For example, an 
average annual expenditure of $100 per capita in one municipality or in 
one time period may reflect expenditures of low quality and high quantity 
(that is, a relatively large number of kilometres of roads, sewers or 
water), whereas, an identical per capita expenditure in another 
municipality or another time period may include expenditures of higher 
quality and lower quantity. In spite of this caveat, these expenditures 
do provide an indication of the extent to which municipalities have 
changed their expenditures on infrastructure over time.

Information on the quality of the municipal infrastructure was collected 
from a series of telephone interviews conducted with municipal officials. 
The responses to questions on the state of the local infrastructure not 
only reflected the opinions of those being interviewed but they also 
reflected the results of studies (some had been completed by City staff 
and some by external consultants) completed in each of the cities on 
their existing infrastructure and potential needs. Every municipal 
interviewee suggested that the provincial and federal governments 
should play a more active role in financing local infrastructure capital 
expenditures.

Many cities do not collect specific indicators of the quality of their infrastructure. 
Many of those cities that do collect this type of information retain it for internal 
purposes only. For this reason, the information in this section is extracted from the



limited data that are available and from interviews with officials who have access to 
this information in each of the cities.

m.9.1 Vancouver

Table III.9 shows that real per capita capital expenditures on roads decreased from an 
annual average of $63 in 1980-85 to $38 in 1986-90. At the same time, comparable 
expenditures for sewers increased from $33 to $38 while expenditures for water 
increased from $14 to $18. This decrease in capital expenditures for roads does riot 
necessarily imply a significant reduction in their quality. Indeed, discussions with 
municipal officials suggested that the quality of the municipal infrastructure has been 
well maintained given the difficulty of raising capital funds in troubled fiscal times. 
Throughout the sixties and seventies, a considerable expansion in local infrastructure 
was completed. More recently, this expansion has been replaced with expenditures 
on rehabilitation. The relatively constant per capita expenditures for sewers and water 
illustrate a fairly stable pattern of infrastructure expenditures throughout the eighties.

Part of the explanation for the increase in sewer and water expenditures and the 
decrease in road expenditures comes from the requirement that a referendum^^ be held 
before capital borrowing can be used to fund all capital expenditures other than water 
and sewers. Hence, it is politically easier to fund water and sewer projects than to 
fund capital expenditures on roads.

The data and results of the interviews suggest the following for Vancouver:

• The quantity and quality of the local infrastructure appears to have been 
maintained fairly well in increasingly difficult fiscal times.

This coincides with the election for municipal politicians.



Table III.9 The Average Level of Real Capital Expenditures per Capita 
on Roads, Sewers and Water: 1980-85 and 1986-90

City Roads
$

Sewers
$

Water
$

Vancouver:
1980-85
1986-90

63
38

33
38

14
18

Edmonton:
1980-85
1986-90

81
42

73
66

75
48

Calgary:
1980-85
1986-90

170
59

76
19

81
42

London:
1980-85
1986-90

35
45

16
42

Ottawa:
1980-85
1986-90

48
37

26
21

**

**

Halifax
1980-85
1986-90

General
154
171

11
41

Regional responsibility



Trade-offs in capital expenditures for roads and sewers have surfaced in 
the past with sewers generally getting a preferred ranking (water is 
operated as a separate and independent self-financing utility). That is, 
if the city has a fixed capital expenditure program, roads generally rank 
below sewers in terms of priority. Part of this may be attributed to the 
increased political difficulty of raising capital funds for roads vis-a-vis 
sewers, but part of it is attributed to the growing importance on 
achieving higher environmental standards and avoiding environmental 
catastrophes.

It is generally easier to fund capital expenditures for those projects that 
are financed from user fees, such as for water infrastructure, than it is 
to fund those projects that are funded from property taxes or charges 
unrelated to quantity consumed (such as for roads and sewers).

m.9.2 Edmonton

The data in Table III.9 suggest that per capita constant dollar capital expenditures on 
roads, sewers and water declined from the early eighties to the late eighties, with the 
largest proportionate decrease occurring in road expenditures.

Water is operated as a separate self-financing utility that obtains its revenue from the 
sale of water. Storm sewage upgrading is financed from a surcharge on the water 
bill. Sanitary sewage upgrading is provided by a utility that operates on the user pay 
principle. The road operation is conducted from City Hall and its expenditures are 
financed largely from property taxes.

In the past few years, the quality of the water infrastructure has improved as noted 
by a significant drop in the incidence of water breaks. Some problems still exist with 
the deep sewers, however, but efforts are underway to improve this service. While



the quality of the roads may be adequate, there has been some deterioration over the 
past few years. This has arisen, partially at least, because the city has embarked on 
a policy of debt reduction over the next few years. This reduction in capital 
borrowing has reduced the funds available for road rehabilitation. For example, the 
implicit goal of rehabilitating roads once every twelve years, on average, means that 
eight percent of roads should be resurfaced or rehabilitated annually. At the moment, 
the city is rehabilitating 3 percent of its roads; hence, the quality appears to be 
suffering.

• The quality of the water infrastructure appears to have improved over 
the past few years. The quality of the sewer system still faces some 
problems but plans are in place to alleviate some of these difficulties. 
The quality of the roads, however, appears to be deteriorating.

• Capital expenditures on water and sewers face less severe constraints 
than comparable expenditures on roads. The application of user charges 
and the fact that water and sewer expenditures address more serious 
environmental concerns largely account for the fact that less pressure is 
exerted on restricting capital expenditures on these services when 
compared with roads (which are financed from property taxes).

m.9.3 Calgary

Table III.9 indicates that real per capita capital expenditures on roads, sewers and 
water in the latter half of the eighties were noticeably lower than comparable capital 
expenditures in the early eighties. This need not imply, however, that the quantity 
and quality of the infrastructure has deteriorated significantly. Indeed, much of it is 
relatively new. In fact, approximately 45 percent of all infrastructure has been 
installed in the past twenty years with the bulk of it built in the seventies and early



eighties. This accounts for much of the decrease in the per capita expenditure levels 
noted for the period from 1986-90 (Table III.9).

In Calgary, water and sewer are operated as separate utilities while roads are under 
the direct responsibility of City Hall.

From the data and interviews, the following may be noted:

• The quality of the infrastructure appears to be in fairly good shape and 
annual maintenance expenditures have retained much of this quality. In 
particular, the pavement condition index has been fairly good.

• Trade-offs in capital expenditures appear to exist with water and sewer 
projects having precedence over road projects. This ranking has arisen, 
apparently, as a result of increased concern with environmental 
standards and a relatively easier time of funding water and sewer 
projects because both are operated as a separate utility and funded from 
user fees as opposed to property taxes (used to fund roads).

III.9.4 London

Capital expenditures on roads, water and sewers increased in the latter part of the 
eighties when compared with the early eighties. The largest proportionate increase 
occurred in expenditures for sewers and water (Table III.9). This trend partially 
reflects an increased recognition of the importance of spending on infrastructure over 
the past few years. The general impression is that the City of London has managed 
to hold its own in terms of quantity and quality of infrastructure. More recently, they 
have adopted a policy of dedicated financing for capital projects.



Water is the responsibility of a self-financing utility and revenues are collected from 
user fees. As well, the user fee principle is applied to sewage with the sewage charge 
amounting to a surcharge on the water bill.

From the data and the interviews, the following have been noted:

• Increased recognition of the importance of infrastructure is noted in the 
increased expenditures on roads, sewers and water in the past few 
years. As a result, the city appears to have a reasonably good quality 
and quantity of infrastructure.

• Capital expenditures on roads have increased relatively less quickly than 
comparable expenditures on water and sewers over the past decade. As 
in the other cities, this is largely a result of increased attention to 
environmental issues and a relatively easier time of replacing 
infrastructure projects that are financed through user fees rather than 
property taxes.

IM.9.5 Ottawa

The City of Ottawa is part of a regional government structure and not responsible for 
water and major arterial roads (these are the Region's responsibility). The 
infrastructure expenditures noted here are for local roads and sewers. For both 
services, real expenditures per capita were lower in the late eighties when compared 
with the early eighties (Table III.9).

While the quality of roads had deteriorated in the past, it has improved in recent 
years. Because of environmental concerns and distinct policy initiatives, a capital 
expenditure program is underway to improve the quality of the sewer infrastructure.



Considerable revenues for capital expenditures on sewers are generated from a sewer 
surcharge applied to the water bill.

From Table III.9 and interviews, the following may be noted:

• in the past few years, the city has improved the quality of the local road 
system. Sewers, however, get preferential treatment when it comes to 
ranking roads and sewers for capital funding.

• The preferential treatment assigned to sewers vis-a-vis roads is largely 
attributed to two factors: first, capital projects designed to combat 
environmental problems receive greater priority; second, it is politically 
easier to raise capital funds from user fees or sewer surcharges than it 
is to raise funds financed from property tax revenues.

m.9.6 Halifax

Because data were riot available for roads and sewers separately, capital expenditures 
are recorded for all municipal services except for water and this is reported separately. 
For all municipal capital projects and for water, per capital real expenditures were 
higher, on average, in the period from 1986 to 90 than in the period from 1980 to 
1985 (Table III.9).

The water operation is an independent self-financing utility while sewers and roads 
are the responsibility of City Hall. Over the past few years, provincial funding for 
capital infrastructure has been substantially reduced. This has led to an increased 
reliance on pay-as-you-go financing for capital projects, in addition, emphasis has 
been placed on repairing (ongoing maintenance) as opposed to rehabilitating (bringing 
up to acceptable standards) the local infrastructure.



Based on interviews and the availability of data, the following observations may be 
noted for Halifax:

• When compared with a number of other Canadian cities, the existing 
infrastructure is older and apparently, in serious need of rehabilitation. 
This is especially noted for roads, streets, sidewalks and bridges. 
Sewers and water, while also in need of rehabilitation, are not as badly 
off as roads.

• The importance of environmental issues and the application of user fees 
for water has meant that the water utility has had an easier time raising 
capital funds when compared with roads. While there has been some 
emphasis on roads, it seems to come out lower in the preference ranking 
than either water or sewers.

III.9.7 Summary

While most municipal officials suggested that the local infrastructure would benefit 
from increased provincial and municipal funding, the views are mixed on the extent 
to which their respective local infrastructure has deteriorated and is in need of 
significant expansion and/or rehabilitation. In essence, the following four points have 
surfaced with some regularity:

While virtually every city is facing some difficulty with the quality of its 
infrastructure, the problem appears to be more severe in the older cities, 
such as Halifax, where the infrastructure is old and in much greater need 
of being rehabilitated or replaced. In those cities where the 
infrastructure is considerably newer, such as Vancouver, the quality 
appears to be better.



• The quality of the infrastructure appears to be better and less in need of 
rehabilitation in those cities that have a relatively large revenue base. In 
cities that are comparatively poor, the quality of the infrastructure is in 
much greater need of replacement and repair.

• The quality of the infrastructure appears to be less in need of 
rehabilitation for those services, such as water and in some cities, 
sewers, that are funded from user fees. Roads are funded by property 
taxes and as such, have suffered greater quality deterioration over the 
past decade. It appears to be politically easier to raise funds for capital 
projects financed from user fees than from property taxes.

• Growing emphasis on improving environmental standards and avoiding 
environmental problems has meant that local infrastructure expenditures 
for water and sewers have generally received higher priority than roads.

IV. Summary and Conclusions

This section summarizes the findings in this report and suggests additional research 
topics.

IV. 1 Problems with City Comparisons

The fiscal environment in which each of the seven cities operates is different and 
hence, their expenditure responsibilities differ. For example:

Vancouver is part of the Greater Vancouver Regional District (GVRD) but 
is not required to participate in the services provided by the GVRD. On 
the service side, the GVRD is primarily responsible for regional planning 
and regional parks. Ottawa, by comparison, is part of a much different



regional government system. In Ottawa, the Region is responsible for 
public transit, social services, arterial roads, water, sewage treatment, 
and some planning and economic development. The City is left with 
police, fire, local streets, parks and recreation, libraries, some planning 
and economic development and a few smaller services. A further type 
of regional structure exists in Halifax where the Metropolitan Authority 
provides public transit, solid waste disposal and some planning services 
for the Cities of Halifax and Dartmouth, the Town of Bedford, and the 
County of Halifax. Cities such as Calgary, Edmonton, London and 
Sherbrooke are not part of a regional government system and hence, do 
not have another level of local government sharing in service delivery.

Not only do service responsibilities, and hence expenditures, differ as a 
result of the layers of local government, but they also vary across 
provinces because of differences in the provincial/municipal sharing 
arrangements. In provinces such as British Columbia (Vancouver), 
Alberta (Edmonton and Calgary) and Quebec (Sherbrooke), the province 
assumes almost total responsibility for social services. In Ottawa, the 
region shares this responsibility with the province. In London and 
Halifax, the cities share this responsibility with the province.

Differences in expenditures are also driven by the variety of services 
included in the data. For Calgary, Edmonton, London and Ottawa, all 
municipal expenditures are consolidated. For the other cities, the only 
services reported are those directly provided by the City government. 
Edmonton, Calgary and Sherbrooke are involved in the provision of 
electricity, although this service is excluded from the data for 
Sherbrooke. Edmonton also has its own municipal telephone system and 
a very active municipal airport. Public transit expenditures and revenues 
are included in the data for Edmonton, Calgary, London, Ottawa and



Sherbrooke but excluded for Vancouver and Halifax. Water utility 
expenditures and revenues are excluded for Vancouver, Ottawa, and 
halifax but included elsewhere.

IV.2 Hard Services Versus Soft Services

It is not possible to test the hypothesis that soft services have crowded out hard 
services in all seven cities because education is not reported in municipal statistics 
and hence is excluded from the city analysis. This leaves us with social services and 
public health. Hard services consist of expenditures on water, sewers and roads.

Since London and Halifax are the only cities with any significant responsibility for 
social services (public health is fairly small everywhere), one could compare the 
average annual growth in social services with the average annual growth in hard 
services over time. It is critical to emphasize that the following does not indicate 
causation; it merely notes a relationship. When this is done, the following can be 
stated about the average annual growth in constant dollars per capita:

• For Halifax, the growth rate for all municipal expenditures (from 1972 to 
1990) amounted to 0.9 percent per year. The growth rate for social 
services was 3.9 percent per year, higher than the average. By 
comparison, expenditures on roads declined by 1.4 percent while 
sewage expenditures increased by 2.2 percent per year.

For London, the growth rate for all municipal services was 2.2 per cent 
per year (from 1977 to 1990). The comparable growth rate for social 
services over this time was 6.5 percent per year, well above the city's 
average. By comparison, the growth rate for water and sewage was 2.1 
and 3.0 percent per year, respectively. For roads, it was 0.5 percent.



In short, one observes that the growth rate in social services has been largely 
responsible for dictating the overall growth rate for all services combined in both 
London and Halifax. It has exceeded the overall grovyrth rate and was considerably 
higher than the growth rate for hard services.

For those cities without notable expenditures on soft services, it may be worth 
comparing the growth rate for all municipal expenditures with the growth rate for hard 
services. This may offer some additional insights on the crowding out hypothesis. 
This comparison produces the following:

• For Vancouver, municipal expenditures, in aggregate, grew by 0.4 
percent per year from 1971 to 1990. Environmental services and roads 
grew by 6.0 and 5.6 percent respectively.

• For Edmonton, municipal expenditures grew by 2.7 percent from 1980 
to 1990. Expenditures on sewers grew by 25.3 percent per year and on 
water by 2.3 percent. Road expenditures grew by 5.0 percent.

• For Calgary, municipal expenditures grew by 1.6 percent per year from 
1980 to 1990. Expenditures on sewers and water increased by 5.9 and
2.4 percent per year, respectively. Expenditures on roads grew by 7.0 
percent.

For Ottawa, municipal expenditures declined, on average, by 0.1 percent 
per year from 1977 to 1990. Expenditures on sewers increased by 4.0 
percent while expenditures on streets declined by 4.1 percent per year. 
It is important to recall, however, that the Region is also responsible for 
streets and roads in Ottawa. When roads and environmental services 
were combined, their growth rate exceeded that for all municipal 
expenditures.



• For Sherbrooke, municipal expenditures grew by an average of 2.4 
percent per year from 1982 to 1991. Expenditures on water and sewers 
grew by the same percentage while expenditures on roads grew at a rate 
of 0.8 percent per year.

If recreation and culture are also regarded as soft services, the tendency for soft 
services to crowd out hard services is generally reinforced. More specifically, the 
annual average growth rate for expenditures on recreation and culture are the 
following: Vancouver-- 5.3 percent; Edmonton ---0.6 percent; Calgary -- 4.6 percent; 
London - 6,5 percent; Ottawa: 0.0 percent; Sherbrooke -- 4.1 percent; and Halifax - 
- 4.4 percent. The growth in expenditures on recreation and culture is higher than the 
growth in expenditures for hard services in Calgary, London, Sherbrooke and Halifax.

Observations from the data suggest that where soft services exist in significant 
magnitude, they have grown at a faster rate than municipal expenditures, and far in 
excess of the growth rate for hard services. Where soft services are extremely small 
and have no noticeable impact on expenditure levels, the growth rate in hard services 
has almost always exceeded the growth for all municipal services combined. While 
this cannot be interpreted as conclusive evidence, it does suggest that expenditures 
on soft services may have crowded out expenditures on hard services.

This finding on hard versus soft services is consistent with the national and provincial 
trends. However, the national and provincial trends are somewhat stronger because 
education is included in the data as a soft service.

IV.3 Pattern of Operating Revenues

All municipalities, regardless of their fiscal environment, draw upon similar revenue 
sources (property taxes, user fees, provincial transfers and a miscellaneous collection



of other revenues) although the relative importance of each differs. To summarize 
general trends in operating revenues, the following has been noted:

• Property taxes as a percent of municipal revenues have declined in every 
city, although the extent of the decline differs^®.

• In two cities (Edmonton and Ottawa), the growth rate for property taxes 
declined over the period examined.

• in all but two cities (Ottawa and Sherbrooke), user fees as a percent of 
municipal revenues increased.

• In Vancouver, Edmonton and Calgary, both conditional and unconditional 
grants declined in relative importance. in London and Halifax, 
unconditional grants declined in relative importance while conditional 
grants increased in relative importance. In Ottawa, the opposite 
occurred.

These trends are consistent with the national and provincial trends with the exception 
of transfers. Transfers are more significant in the national and provincial data because 
a large portion of education funding is comprised of transfers.

IV.4 Capital Expenditures and Revenues

The lumpy and sporadic nature of capital expenditures makes it difficult to analyze 
expenditure patterns over time. The bulk of the expenditures are on environmental 
services (water and sewers) and roads.

This finding refers only to municipal property taxes and not to regional or 
education property taxes.



It is equally difficult to derive many meaningful observations on the distribution of 
capital revenues other than the following.

• While there are exceptions, most municipalities in recent years seem to 
be placing proportionately more reliance on operating revenues and 
reserves as opposed to long term debt.

• Where development charges are used, they have accounted for a higher 
percentage of capital revenues in recent years.

IV.5 Debt

Finally, municipalities have been increasingly concerned about their ability to borrow 
to finance necessary infrastructure expenditures. One of their concerns has been over 
the debt costs that this would impose on them. Debt charges as a percent of 
municipal operating expenditures show considerable variation across the seven cities 
in this study. The following should be noted about debt charges as a percent of 
operating expenditures.

• Debt charges as a percent of consolidated municipal expenditures are 
higher in Edmonton, Calgary and Sherbrooke than elsewhere.

• Debt charges in London, Ottawa and Halifax have declined, and in some 
cases quite dramatically, over the past decade or two.

• Debt charges have remained relatively constant over the past twenty 
years in Vancouver.



• The level of per capita debt, which may be taken as a measure of debt 
burden, ranged from a high of $612 per capita in Edmonton to a low of 
$65 per capita in London in 1990. When these charges were taken as 
a percentage of operating expenditures, they ranged from a high of 24.1 
percent in Sherbrooke to a low of 5.8 percent in Halifax. Alternatively, 
when debt charges were taken as percent of own source revenues, they 
ranged from a high of 27.6 percent in Sherbrooke to a low of 6.8 
percent in Halifax.

The trends in debt charges are consistent with the provincial trends.

IV.6 Additional Research Topics

While the trends in revenues and expenditures suggest some interesting hypotheses, 
further empirical analysis is required to understand what these trends mean. Some 
examples of research questions that would benefit from empirical analysis include:

• In those provinces where education and/or welfare are provincial 
responsibilities, is there an impact on how much municipalities spend on 
hard services?

• Does government structure (regional government versus single-tier cities) 
have an impact on spending on hard services?

Does organizational structure affect the magnitude of expenditures on 
soft services? For example, is the quality or quantity of services greater 
where there are utility commissions separate from the municipality?



Do provincial conditional grants to municipalities affect municipal 
decisions to spend on hard versus soft services?

Is the decision to spend on hard services influenced by the magnitude of 
the expenditures on soft service?

Do municipalities which borrow relatively more spend more on hard 
services?

• Does greater use of user fees increase the quantity and quality of 
infrastructure?
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