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Topics 

• Municipal revenue raising powers 
• Tax distribution by order of government 
• Municipal expenditures 
• Canadian LG revenue sources and trends 
• Comparisons with other countries 
• Best practices and why they matter 
• Ideas for existing and new tools 



 

    
    

     
    

Municipal revenue raising authority 

• The Constitution Act of 1982 sets out the powers 
of the federal governments in sections 91 and 92 

• Municipalities are included as one of the 
provincial powers (s 92.8) 



 

   
     

 
    

 
  

 

The evolution of municipal taxation in Canada 

• Property tax main source of revenue 
• Municipal income tax widely accepted in every 

province up until 1939 
• Surrendered in 1941 through wartime tax rental 

agreements. Never regained 
• User fees and development charges 
• Grants from Provinces and recently Federal 

Government (capital) 



   

Government revenues 
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Presenter
Presentation Notes
These pie charts show the distribution of tax revenues among orders of government (including lot levies). There has been a slight increase in the Municipal share of all taxes from 9.7% to 10.3% in 2016. The provincial share has also risen from 44.0% to 45.4% while the federal share has fallen from 46.3% to 44.3% in 2016. 



 
 

Municipal expenditures 
Municipal Expenditures per Capita, Canada, 2008-

2016, Current and Constant (2008) Dollars 
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Presenter
Presentation Notes
In current dollars, municipal expenditures have increased from approximately $1,727 per capita in 2008 to $2,128 per capita in 2016. This is shown above in the blue trend line. When adjusted for inflation, however, the increase was only to $1,799 per capita. This is shown in the red trend line. Municipal expenditures per capita in constant dollars increased from 2008 to 2010 and then declined in each year from 2011 to 2014, the began to rise again between 2014-2016.



 

 

 
 

   

 
 

Municipal expenditures 
Distribution of Municipal Government 

Expenditures by Category, 2016 
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Presenter
Presentation Notes
This representation compares the relative importance of municipal operating expenditures by function for 2008 and 2016, according to the categories used in Statistics Canada’s Government Finance Statistics (GFS) system.  Currently, this data, as provided by Statistics Canada, is not yet broken down into the sub-categories.  For example, transportation is included under economic affairs; and waste and waste water management are included under environmental protection. Given these limitations in the published data, this creates a critical data gap for assessing the municipal fiscal situation across the country.  The distribution of expenditures by category did not change dramatically from 2008 to 2016  but there are a couple of points to note: the category of economic affairs (which includes transportation) increased from 17.7% to 19.5% . Social protection fell as a proportion of total expenditures, from 15.0% in 2008 to 12.9% in 2016. Roughly total $77 Billion



  

Municipal revenues 
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Presenter
Presentation Notes
This figure shows the breakdown of municipal revenues in each year from 2008 to 2016. As you can see, the distribution of municipal revenues has not changed significantly over the last eight years.  Once the data is rounded, 2016 has the same distribution of revenues as in 2008: 48% from Property taxes (in blue); 19% in Government transfers (federal and provincial combined – in red); 3% in other revenue (green) s; 22% in User fees (purple); and 8% in goods and services (teal). There are some minor fluctuations in the years in between 2008- 2016. For example, in 2010  share from property taxes fell to 46%, as there was an increase in intergovernmental transfers to 22%. Overall, municipal revenues have grown at the rate of 0.8 percent per year, on average, when adjusted for population and inflation changes. 



  

 
 

   
 

Sources of Canadian municipal revenue 

Main sources of revenue (2016) 
• Property tax – 48% 
• User fees – 22% 
• Transfers from other orders of government – 19% 
• Sale of goods and services – 8% 
• Other – 2% 



      
  

  
 

   
      

  
   

Property tax 

• Accounts for half of local government revenue on 
average – variations by province 

• Interest in reform but not elimination 
• Usually separate rates for each classification 
• High visibility. Studies have shown the PPT has 

grown more slowly than the rate of inflation in 
some areas and has room to grow 

• Sharing the property tax base 

Presenter
Presentation Notes
As a percent of Provincial GDP, the property tax declined from 3.8% in 1971/72 to 2.3% in 2001/02. (Tindal)Tax collection is an issue in some jurisdictions 



   
     

   

    
 

User fees 

• This source of revenue grew from 6.5% in 1965 to 
23% by 2004 and then levelled off 

• User fee pricing influences demand and 
investment in infrastructure 

• Direct link between usage and cost (unlike PT) 
• May or may not be subsidized from general 

revenue 

Presenter
Presentation Notes
A user fee service such as transit is normally subsidized from general revenues to keep rates 'affordable' Grants from other orders of government are used towards the cost of water and sewer service infrastructure to limited  the amount of rate increases



  

    

  
 

Grants / Intergovernmental transfers 

• 19% of total revenues 
• Averaged 40% in 1990 before fiscal and service 

responsibility reforms 
• Conditional and unconditional 
• Can impact LG policies and priorities 
• Federal and provincial 

Presenter
Presentation Notes
Can compensate for varying fiscal capacities



 

   
 

    

    
   

 

Raising revenues for infrastructure 

• Capital borrowing levels currently well below provincial 
limits set for municipalities 

• Misunderstanding between ability to borrow and 
willingness to borrow 

• Impact on future tax rates and user fees 
• Pay as you go / reserve options 
• Capital planning and debt policies are important 



 
 

  
 

  

Other revenue sources 

• Development charges 
• Land (property) transfer tax 
• Sale of goods and services 
• Hotel Tax 
• Rentals / parking lots 
• Corporate sponsorships / donations 



     

    

    
  

 

LG revenue in other countries 

• Property tax main source in some Commonwealth 
countries 

• Income tax – main source in Denmark, Germany, 
Japan 

• Sales tax dominates in Spain and Italy 
• Many countries have multiple taxation sources 
• USA in an example 



 

  

Property taxation elsewhere 

Source: NLC Cities and state fiscal structure 



 

   

  
 

Ideas – existing and new tools 

Increasing revenues through: 
• Access to income and sales taxes 
• Vehicle registration 
• Fuel (gas) tax 
• Amusement / entertainment taxes 
• Road pricing fees 
• Other 



   
   

   
 

  
   

 

Ideas and guiding principles 

• Make the most of current tools 
• Advocate for direct access to other sources of taxation 
• Higher percentages of own source revenues = greater 

local autonomy and accountability 
• Focus on the longer term (sustainability) 
• Link service usage to cost 
• Look at expenditure savings opportunities 

Presenter
Presentation Notes
Examples: strategic and long term planning; Revenue control policy, capital planning policies, use of revenue from asset sales, use of reserve funds, Asset / infrastructure management, price setting for user fees; financial forecasting in the budget preparation process; debt management policy



Thank you 


	Municipal Fiscal Overview: A focus on the revenue side of the budget   
	Topics
	Municipal revenue raising authority
	The evolution of municipal taxation in Canada 
	Government revenues
	Municipal expenditures 
	Municipal expenditures 
	Municipal revenues
	Sources of Canadian municipal revenue 
	Property tax
	User fees
	Grants / Intergovernmental transfers
	Raising revenues for infrastructure 
	Other revenue sources
	LG revenue in other countries
	Property taxation elsewhere
	Ideas – existing and new tools
	Ideas and guiding principles
	Thank you



