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Increases in operating spending in the entire municipal sector in Canada 
from 2003 to 2013 have far outpaced the reasonable benchmark of inflation 
and population growth. Each Canadian household would have saved $5,200 
during the past decade if municipal operating spending had not been in 
excess of this benchmark. In addition, this report also provides an in-depth 
examination of select major municipalities (i.e., Victoria, Vancouver, Calgary, 
Edmonton, Regina, Winnipeg, Toronto, Ottawa, Montreal, Quebec City, 
Moncton, Halifax, Charlottetown and St. John’s) and shows that excessive 
spending is a widespread trend. A main driver of excessive spending is the 
high and rising cost of municipal employee wages and benefits. Without 
increases in taxes and/or fees, this spending trend is unsustainable.  

 
From 2003 to 2013, the entire municipal sector 
in Canada increased inflation-adjusted1

Clearly, this spending trend is unsustainable 
without significant increases in taxes and/or 
fees, something most taxpayers have little 
appetite for. This is particularly true of 
Canada’s small business owners, as they 
already pay a disproportionate share of 
property taxes.

 (i.e., 
real) operating spending by 43 per cent (see  
Figure 1). This is separate from money spent 
on capital projects for infrastructure 
investments. During the same period, 
population only grew by 11 per cent.  

2

Figure 1 

 Tax hikes to fund excessive 
municipal spending place an undue burden on 
Canadian small businesses—the supporters of 
our local economies.  

Cumulative Growth in Population 
and Real Operating Spending in 
Canada's Municipalities3

 

, 2003-
2013 (in %) 

Sources: CFIB analysis of Statistics Canada, CANSIM 
Tables 380-0080 (expenditure), 326-0021 (CPI for 
Canada) and 051-0001 (population).  
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The Benchmark: Inflation and Population Growth 

Municipal governments often justify their calls for more revenues by saying they are needed to 
improve the infrastructure that would help empower the local economy.4 This report excludes money 
spent on infrastructure (capital) projects, looking solely at municipal operating spending. Why 
compare inflation-adjusted operating spending increases to population growth? It makes sense that 
municipal operating spending would increase to accommodate growth in population to provide the 
same services to more citizens. In addition, it is reasonable that operating spending should be 
adjusted for inflation to account for any increase in prices. Small business owners support spending 
increases to match inflation and population growth, but not beyond.5

The local Consumer Price Index (CPI) is used in this report to measure inflation. Some municipalities 
establish their own Municipal Price Index (MPI) and advocate for its use instead. However, from the 
perspective of Canadian taxpayers, the CPI is more relevant, as it reflects the price increases they face. 
Moreover, the MPI arbitrarily puts a heavy weight on components that municipalities can control or 
negotiate, such as wages and salaries of their employees.  

  

Some suggest economic (GDP) growth as a benchmark for municipal operating spending growth. 
However, GDP growth largely captures productivity gains, which occur mostly in the private sector. 
Additionally, city administration does not need to expand at the same pace as economic growth; due 
to economies of scale, local governments are able to increase service delivery in a cost-efficient way. 
Therefore, there is no need for local governments to expand at the same pace as the economy.   

 

Municipalities have claimed that they are underfunded and need more revenues, asking senior levels 
of government for more transfers and new taxing authority. Specifically, municipalities say that they 

only receive eight cents out of every tax dollar.6 However, when transfers and user fees are included 

as a source of revenue, local governments actually receive 15 cents out of every tax dollar, and their 

inflation-adjusted revenues have increased over the years, according to CFIB’s analysis.7

 

  Even though 

they do not have a revenue problem, municipalities continue to focus on seeking more revenues. 

Municipalities continue to focus attention on the lack in revenues 

This box provides a sampling of what municipalities are claiming.  

“Revenue generation is not presently keeping up with services expenditures and there is a critical need 
to find additional revenue channels.” Federation of Canadian Municipalities (FCM), June 5, 20158

“We’re starving here, and any improvement to the system that leads to those predictable, stable cash 
flows is a good thing.” Naheed Nenshi, Mayor of Calgary, February 1, 2015

 

9

“Cities are not funded adequately. They go cap in hand to their provincial masters and plead for money 
every year. It’s not sustainable.” Brian Bowman, Mayor of Winnipeg, February 1, 20159 

 

“We need a predictable revenue stream that doesn’t require a cap in hand approach [...]. We get the 
smallest portion of the revenue stream but we are facing the largest portion of the services that have to 
be delivered and maintained.” Fred Eisenberger, Mayor of Hamilton, February 5, 201510

 

 

Small business owners across Canada think that municipalities have a spending problem. Fifty-five per 
cent of Canadian small business owners state that their local government does not do a good job on 
controlling spending; in many major municipalities, the results are even more telling (see Appendix B). 
The following section provides an in-depth analysis of the operating spending trends in Victoria, 
Vancouver, Calgary, Edmonton, Regina, Winnipeg, Toronto, Ottawa, Montreal, Quebec City, Moncton, 
Halifax, Charlottetown and St. John’s. This is an update of CFIB’s Canada’s Municipal Spending Watch 
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report released in 2014, which sounded the alarm on the spending problem that plagues the Canadian 
municipal sector. With the updated time period from 2003 to 2013, this report continues to warn 
against this widespread spending trend. 

Operating Spending Trends in Canada’s Major Municipalities 
Overall, governments of most major cities across Canada have not held their inflation-adjusted 
operating spending to the reasonable benchmark of population growth (see Figure 2).  

Notably, from 2003 to 2013, the municipal government of Victoria increased its operating spending by 
36 per cent even after adjusting for inflation. In contrast, its population grew at a much slower pace 
of six per cent during the same period. That is a stark difference: operating expenditures grew six 
times faster than population in Victoria over ten years. In Vancouver, the growth of real operating 
spending outpaced the growth of population by a ratio of about 4.5 between 2003 and 2013. The data 
for Montreal reveal a similar gap, however during a shorter period (2007-2013). 

In St. John’s during the past decade, real operating spending increased by 38 per cent, which was 
more than four times faster compared to its population growth of nine per cent. Adjusting for 
inflation, operating spending grew three times faster than population in Winnipeg and Quebec City 
during the period 2008-2013 and 2007-2013, respectively.  

In Calgary and Edmonton, real spending growth also outpaced population growth by a factor of more 
than three between 2003 and 2013. Relative to other cities, population growth in Calgary and 
Edmonton was very strong—25 per cent and 23 per cent, respectively. Nevertheless, real operating 
spending grew by a staggering 80 per cent in Calgary and 74 per cent in Edmonton. While the 
unfortunate 2013 flood in Calgary is no doubt a contributing factor to the drastic jump in operating 
spending in the most recent year, it is still evident that Calgary has not controlled its spending 
throughout the past decade.  

Regina, Halifax, Charlottetown and Moncton also have a spending problem, however a less 
pronounced one compared to some other municipalities. From 2003 to 2013, these local governments 
all increased their real operating spending by about twice as much as their population growth rates.  

In Ottawa, inflation-adjusted operating spending increases were not too far beyond the reasonable 
benchmark of population growth. Between 2003 and 2013, the City increased its real operating 
spending by 16 per cent, while its population grew by 13 per cent. While this is encouraging, the 
Ottawa municipal government can still do more to limit the growth of its real operating spending, 
especially since spending has increased more rapidly again in the most recent years.  

During the first half of the period, increases in the money spent on municipal operations in Toronto 
have clearly been excessive. However, there have been signs that the City is starting to exercise 
spending control lately. For example, the City successfully negotiated relatively modest pay hikes with 
the local employee union.11 Additionally, some services have been contracted out to the private sector 
to enhance efficiency.12 In recent years, real operating spending actually decreased, being one 
percentage point lower than population growth in 2013. That said, it is still early to judge whether the 
Toronto City government will continue to hold operating spending to the sustainable benchmark.   
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Figure 2 

Cumulative Growth in Population and Real Operating Spending, Select 
Municipalities (in %)

Victoria13

 

, 2003-2013 

Calgary14

 

, 2003-2013 

Regina14, 2003-2013 

 

 
Vancouver13, 2003-2013 

 

Edmonton14, 2003-2013 

 

Winnipeg15

 

, 2008-2013 

Sources: CFIB analysis of BC Ministry of Community, Sport & Cultural Development, Division of Local Government 
Statistics, Sch402; Alberta Municipal Affairs, Schedules D and Population of Alberta; City of Regina, Annual Reports; 
City of Winnipeg, Consolidated Financial Statements; Statistics Canada, CANSIM Table 326-0021 (CPI for Vancouver, 
Victoria, Calgary, Edmonton, Regina, Winnipeg) and Demography Division, custom tabulation (population for Regina 
and Winnipeg); BC Stats (population for Vancouver and Victoria).  
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Figure 2 (continued) 

Toronto14, 2003-2013 

 

Montreal14, 16, 17

 

, 2007-2013 

Moncton18

 

 

, 2003-2013 

Ottawa14, 2003-2013 

 

Quebec City14, 17, 2007-2013 

 

Halifax19

 

, 2003-2014 

Sources: CFIB analysis of Ontario Ministry of Municipal Affairs and Housing, Financial Information Return; City of 
Montreal, Annual Financial Reports; Quebec City, Rapports financiers; City of Moncton, (Consolidated) Financial 
Statements; Government of Nova Scotia, Department of Municipal Affairs, Annual Report of Municipal Statistics; 
Statistics Canada, CANSIM Table 326-0021 (CPI for Toronto, Ottawa-Gatineau, Montreal, Quebec City, New 
Brunswick, Halifax) and Demography Division, custom tabulation (population for Toronto, Ottawa, Moncton and 
Halifax); Institut de la statistique du Québec (population for Montreal and Quebec City). 
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Figure 2 (continued) 

Charlottetown20

 

, 2003-2013 

 

St. John’s21

Sources: CFIB analysis of City of Charlottetown, Consolidated Financial Statements; City of St. John’s, Consolidated 
Financial Statements; Statistics Canada, CANSIM Table 326-0021 (CPI for Charlottetown and Summerside, St. John’s) 
and Demography Division, custom tabulation (population). 

, 2003-2013 

 

Identifying challenging financial situations: Nova Scotia implemented the 
Financial Condition Index (FCI) to track municipal financial health  

Three years ago, the Province of Nova Scotia, the Union of Nova Scotia Municipalities and the 
Association of Municipal Administrators jointly developed the Financial Condition Index22
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 (FCI), 
providing a snapshot of how each municipality in Nova Scotia is doing financially. Combining a range 
of information from annual financial statements and reports, the FCI shows municipalities’ revenue 
sources, how municipalities spend their money, and how they manage their finances. Using an 
intuitive colour coding scheme (green, yellow, red), the FCI illustrates a municipality’s annual 
performance on 15 indicators. By including past results, the FCI can quickly point to areas of financial 
health that are of concern or require further investigation. Although not a replacement for a 
professional financial audit, the FCI is a good tool to help municipal councils identify and address 
challenging financial situations. In addition, it gives the public an easy way to view municipalities’ 
financial performance.  
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Cutting Excessive Spending Means Great Potential Savings 
Overall in Canada, municipal operating spending in excess of the reasonable benchmark adds up to 
more than $68 billion from 2003 to 2013 (see Table 1). If operating spending increases in the 
municipal sector had been held to the benchmark every year and the savings been passed on to 
citizens, every Canadian household23

Table 1 

 could have saved almost $5,200 during the past decade. 

Excess Operating Spending and Potential Household Savings, Select 
Municipalities 

  Time period 
Total excess spending [1] 

(in million $) 
Total savings per household [2] 

(in $) 
Municipal sector, Canada 2003-2013 68,469 5,183 
Victoria 2003-2013 201 4,683 
Vancouver 2003-2013 1,670 6,369 
Calgary 2003-2013 3,602 8,565 
Edmonton 2003-2013 2,840 8,854 
Regina 2003-2013 554 7,072 
Winnipeg 2008-2013 472 1,752 
Toronto 2003-2013 5,339 5,305 
Ottawa 2003-2013 807 2,396 
Montreal 2007-2013 1,764 2,308 
Quebec City 2007-2013 509 2,065 
Moncton 2003-2013 155 5,194 
Halifax 2003/04-2013/14 465 2,869 
Charlottetown 2003-2013 80 5,581 
St. John's 2003-2013 209 4,692 

Sources: see Figures 1 and 2; Statistics Canada, 2001 Community Profiles, 2006 Community Profiles, 2011 Census 
Profiles (number of households, by municipality). 

[1] Total excess spending is the sum of the annual differences between actual operating spending and operating 
spending if held to inflation and population growth. 

[2] The number of households for inter-Census years (2003-2005 and 2007-2010) was estimated using the annual 
growth rate of the number of households between Census years. The number of households for 2012 and 2013 was 
estimated using the annual growth rate between Census years 2001 and 2011. 

Notes: Operating spending is not directly comparable across municipalities due to different time periods and 
differences in what is included in the spending data (i.e., basis of consolidation; see Appendix A). 

 

It is important to note that operating spending is not directly comparable across municipalities. In 
some cases, the time period analyzed differs. Moreover, the basis of consolidation (i.e., what is 
included in operating expenditures) is not consistent across all municipalities (see Appendix A). For 
example, data for Vancouver include six agencies, boards and commissions beyond the City’s core 
administration, none of them related to transit. In contrast, data for Toronto cover a myriad of 
agencies, boards and commissions, including the Toronto Transit Commission (TTC), as well as 
arenas, community centres and business improvement areas in addition to the City’s core operations.  

While cross-province comparison may not be possible, comparisons within a province can be 
meaningful, as long as spending data are available from a provincial data source and cover the same 
time period (see Table A.1 in Appendix A for notes regarding data). In Alberta, the total savings that 
every household in Calgary and Edmonton could have accumulated from 2003 to 2013 are over 
$8,500. On the other hand, in Ontario, there is a large difference: spending in line with inflation and 
population growth could have saved every household in Toronto $5,300—more than twice as much as 
Ottawa’s potential household savings of $2,400. Overall, if municipal governments had exercised 
spending control, very sizeable savings could have been passed on to Canadian taxpayers during the 
last decade. 
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Are Canadian Taxpayers Getting Their Money’s Worth? 
Real spending increases beyond population growth may be justified if municipalities are providing 
additional services and/or better value-for-money for existing services. However, many taxpayers do 
not feel that public services offer good value for their tax dollars, or that value-for-money has 
increased accordingly, as CFIB’s surveys show (see Appendix C).  

CFIB’s members were regularly asked to rate their local government’s value-for-money of public 
services as “poor”, “adequate”, or “good”. Overall, there are overwhelmingly more “poor” than “good” 
ratings (see Figure C.1 in Appendix C). Nationally, 43 per cent of Canadian small business owners gave 
their local government a “poor” rating in 2006, and this increased to 49 per cent in 2013. To provide 
some specific examples, 60 per cent of Vancouver small business owners rated their municipality with 
“poor” in 2013, up from 45 per cent in 2006. In St. John’s, 58 per cent of small business owners gave a 
“poor” rating in 2006; seven years later, almost three-quarters of them did so. While there was 
improvement from 2006 to 2013 in some municipalities (i.e., Ottawa, Montreal, Quebec City and 
Halifax), the general tendency is that perceived value-for-money is poor and it is getting worse. 

Small business owners are not alone in their dissatisfaction with local government; the general public 
does not think they are getting their tax money’s worth either. A public opinion poll commissioned by 
CFIB revealed that two-thirds of Canadians disagree that they receive good value-for-money for the 
amount of taxes and fees they pay to government (see Figure C.2 in Appendix C). While this is for all 
levels of government, it certainly applies to municipal governments. 

In general, small business owners and individual taxpayers do not receive good value for the tax 
dollars they pay to local governments. They do not think municipalities allocate their tax dollars 
wisely. This inevitably begs the question: why has municipal operating spending increased so 
drastically over the years?  

The Elephant in the Room: Municipal Employee Compensation 
In 2013, the share of operating spending going to salaries, wages and benefits ranged from 45 per 
cent in Charlottetown to 64 per cent in Edmonton and Montreal (see Figure 3). Most of the 
municipalities included in this report allocated more than half of their operating spending to 
employee compensation, with six allocating 60 per cent or more—Regina, Winnipeg, Vancouver, 
Victoria, Montreal and Edmonton.  

Figure 3 

Wages, Salaries and Benefits as a Share of Operating Spending, 2013, Select 
Municipalities (in %) 

 
Sources: see Figures 1 and 2. For Vancouver, Victoria and Halifax, wages, salaries and benefits are from the cities' 
Consolidated Financial Statements or Annual Reports, while operating spending is from provincial data sources. 
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Over the years, spending on employee salaries, wages and benefits has increased tremendously in 
some municipalities. For example in Edmonton and Calgary, spending on employee compensation 
increased by 74 per cent and 47 per cent, respectively, from 2003 to 2013, even after adjusting for 
inflation (see Table 2). In Victoria and Vancouver, spending on employee salaries, wages and benefits 
grew by 23 per cent and 15 per cent, respectively, during the past decade. 

Table 2 

Growth in Real Spending on Employee Salaries, Wages and Benefits and 
Growth in Population, Select Municipalities (in %) 

Municipality Time period 
Increase in real spending on employee 

salaries, wages and benefits  Population Growth 
Victoria 2006-2013* 23 3 
Vancouver 2003-2013 15 9 
Calgary 2003-2013 47 25 
Edmonton 2003-2013 74 23 
Regina 2003-2013 36 16 
Winnipeg 2008-2013 19 6 
Toronto 2003-2013 35 7 
Ottawa 2003-2013 43 13 
Montreal 2007-2013 34 5 
Quebec City 2007-2013 15 7 
Moncton 2011-2013* 8 3 
Halifax 2003/04-2013/14 38 8 
Charlottetown 2003-2013 48 13 
St. John's 2012-2013* 2 1 

Sources: see Figures 1, 2 and 3.  
* Time period reflects availability of data on employee salaries, wages and benefits and differs from the period 

used to analyze operating spending. 
 

Some municipalities are starting to address the costs of employee 
compensation  

In early March 2015, the Mayor of Montreal announced plans to reduce the overall remuneration to 
Montreal city employees by 10.5 per cent.24 The reductions are to be achieved by cutting benefits, 
having employees work more hours, contracting out certain forms of work and paying less for sick 
days. This is in addition to the implementation of a five-year labour force plan. Introduced in 2014, 
the labour force plan aims to lower wage costs by reducing the City’s workforce by 2,200 over five 
years. The plan is estimated to save the City of Montreal $240 million by 2020.25

Other municipalities have renewed their collective agreements with their local employee unions in 
recent years. The resulting pay raises varied greatly. For example, in Edmonton, outdoor municipal 
workers entered into a contract with the City to receive relatively large pay increases of 8.5 per cent 
over three years, with increases of 2.5 per cent in 2011 and three per cent in both 2012 and 2013.

 

26

In June 2012, the municipal government of Halifax agreed to give its indoor workers six per cent 
salary and wage increases over three years.

  

27

The City of Toronto successfully negotiated relatively modest pay hikes for its outdoor workers in 
February 2012, agreeing to increase their wages and salaries by 4.5 per cent until 2015.

 This means all indoor municipal employees received a 
two per cent pay raise every year from 2012 to 2014. Some lower level municipal employees saw 
additional increases in their hourly rates as well. 

28 To be more 
specific, there was no raise in 2012.29 The base salaries of these workers were increased by 0.5 per 
cent in 2013, and the remaining increase of four per cent was spread out between 2014 and 2015.  
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Two factors are behind the drastic increases in inflation-adjusted municipal spending on employee 
compensation. Municipal workers have been compensated well above private sector norms. Secondly, 
the municipal sector has been expanding the size of its workforce more rapidly than the private 
sector. Fast employment growth at generous compensation levels greatly contributes to the 
unsustainable municipal operating spending trend.  

Municipal Compensation Advantages 

Looking at wages and salaries alone, local government employees across Canada receive nine per cent 
more than their private sector counterparts for doing the same job, and the advantage jumps to  
22 per cent when benefits (i.e. working hours, employer’s contributions to employer-sponsored 
pension plans30

Figure 4 

) are included in the comparison (see Figure 4). Provincially, the salaries and benefits 
advantage is particularly high in Quebec and Ontario (23 per cent and 21 per cent, respectively).  

Municipal Government Salaries and Benefits Advantage, 2010 (% above 
Private Sector for Comparable Occupations) 

By Province By Urban Area 

 

 
 

Sources: CFIB, Wage Watch, 2015 (data from Statistics Canada, 2011 National Household Survey). 
Note: Urban areas do not necessarily reflect city borders (e.g., Toronto includes areas outside of the City of 

Toronto in the Greater Toronto Area). Therefore, salaries or salaries & benefits advantages may not apply to 
individual city administrations but rather, are illustrative for the broader area.  
 

Among major urban areas (which may include areas outside of the municipalities), the municipal 
compensation advantage is highest in the Toronto and Montreal areas, where municipal employees 
receive 25 per cent more in wages and benefits compared to those doing the same job in the private 
sector. While lower relative to other urban areas, city workers’ compensation advantage of  
13 per cent in Edmonton is still significant.
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Quebec spearheaded municipal pension reform 

In December 2014, the Quebec (provincial) government passed into law Bill 3: An Act to foster the 
financial health and sustainability of municipal defined benefit pension plans,31

 

 requiring municipalities 
to restructure the pension plans they offer their employees. Municipal employers and employees now 
split contributions equally in most cases. Employees who contributed 35 per cent or less to their 
pension plans prior to the change are allowed to increase their portion incrementally so that it reaches 
50 per cent by 2020. A stabilization fund aimed at protecting the pension plans from any future risks 
was also established in each municipality. The total contribution to retirement savings from both 
employers and employees cannot exceed 18 per cent of the overall payroll (20 per cent for police 
officers and firefighters). Under certain conditions, municipalities are allowed to freeze cost-of-living 
increases in pension payouts to their retired and active employees.  

Rapid Expansion of the Municipal Workforce 

Staffing levels in the municipal sector have been increasing faster than in the private sector, 
amplifying the growth in local government spending on employee compensation. Nationally, the 
number of jobs in all Canadian municipalities increased by almost one quarter from 2003 to 2013, 
while those in the private sector increased by only 14 per cent (see Figure 5). Employment growth 
rates of the municipal sector outpaced those of the private sector in Prince Edward Island, Quebec, 
Nova Scotia, Ontario, Saskatchewan, Manitoba, and New Brunswick. In British Columbia, job growth in 
both sectors was the same during the past decade. Only in Alberta and Newfoundland and Labrador 
did job growth in the private sector outpace that in the municipal sector.  

Figure 5 

Cumulative Growth in Total Number of Municipal Government Jobs and 
Private Sector Jobs, 2003-2013, By Province (in %) 

 
Source: CFIB analysis of Statistics Canada, CANSIM Table 383-0031 (labour statistics). 
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Toward a Sustainable Operating Spending Trend 

Coupled with rapid workforce expansion, unsustainable spending on municipal wages, salaries and 
benefits is a major driver behind the excessive operating spending trend across Canadian cities. If 
municipal expenditures on personnel had been in line with private sector norms, a significant portion 
of operating spending would have been freed up. In 2012, the municipal sector in Canada spent  
$32.4 billion32 on employee salaries, wages and benefits. This includes overspending by $3.7 billion33

Compensating public sector employees above private sector norms is costly, taking money out of 
Canadian taxpayers’ pockets and taking funding away from other priorities such as investments in 
infrastructure. Eliminating the municipal compensation advantage is an important step toward better 
fiscal management by municipal governments. This would result in lower taxes and fees, allowing 
small business owners to invest more money back into their business, which would in turn help them 
grow and continue to support their communities and local economies.  

 

in excess of the salaries and benefits that would be aligned with private sector norms.  

Conclusion and Recommendations: The Time to Focus on 
Spending Control is Now 
The analysis in this report shows that inflation-adjusted operating spending in Canadian 
municipalities has increased dramatically, far outpacing the reasonable benchmark of population 
growth. Clearly, municipalities need to focus on controlling their operating spending.  

There are some early signs that a few municipalities are starting to address the issue of excessive 
spending. For example, Toronto negotiated relatively modest pay increases with the local employee 
union and contracted out certain public services to improve cost-efficiency. Furthermore, operating 
spending of the City of Ottawa has not been too far beyond the benchmark of inflation and 
population growth. Nevertheless, it is still too early to declare that this is the new trend. Most 
municipalities still continue their unsustainable spending patterns. Additionally, it is worrisome that 
instead of exercising spending control, local governments and groups such as the FCM still focus on 
increasing municipal revenues. 

How can municipalities better control operating spending? Part of the answer lies in controlling 
municipal sector wages and benefits, which represent the bulk of municipal operating expenditures 
and are currently far more generous than in the private sector. This needs to be an important 
consideration and is starting to be in some places. For example, to contain pension liabilities, the 
Quebec government passed into law reforms to municipal pension plans in December 2014, and the 
Mayor of Montreal plans to reduce personnel costs. These are steps in the right direction. 

Strong political leadership is required to successfully rein in the unsustainable spending trends of 
Canadian municipalities. Municipal leaders need to seriously assess their operating spending trends 
and make decisions over future spending with a long-term view. At the same time, provincial 
governments and the federal government also have a role to play and should not give in to 
municipalities’ demands for more funding without improved transparency and accountability at the 
local level. Taxpayers have a right to expect responsible policy-making and planning for the future 
from all levels of government. 

Instead of asking for more money from senior levels of government or for additional taxing authority, 
municipalities should explore the tools and options that they have at their disposal to rein in 
operating spending. Specifically, CFIB makes the following recommendations to municipal, provincial 
and federal governments.
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Recommendations 

For municipal governments 

1. Limit increases in operating spending to no more than inflation and population growth: 

 Operating spending increases to accommodate growth in population and prices are 
reasonable; increases beyond this are unsustainable in the long-run and only add to the 
burden on taxpayers. 

2. Implement compensation systems that are sustainable and better compare with those of 
private sector workers:  

 Limit compensation increases, particularly where there are any significant gaps, until public 
and private sector compensation levels are aligned. 

 Hire new employees at compensation levels that are in line with private sector norms for 
similar occupations. 

 Introduce a plan to reduce the cost of compensation through pension reforms (e.g., enroll new 
hires in defined contribution or shared risk pension plans instead of defined benefit pension 
plans; eliminate early retirement provisions) and consider reducing the size of the civil service 
(primarily through attrition). 

3. Review current programs and services and consider contracting out to the private sector:  

 Identify programs and services that can be provided more cost-efficiently through a 
competitive process involving private sector service providers.  

For provincial governments 

1. Freeze funding to municipalities for operating spending at current levels until municipal 
governments better manage their spending: 

 Additional general-purpose (i.e. unconditional) transfers to municipalities above current levels 
should not be granted until municipalities limit operating spending to no more than inflation 
and population growth, align public sector compensation with private sector norms, and 
address pension shortfalls and sustainability. 

2. Implement tools to track and report on municipalities’ financial performance to improve their 
financial health and accountability: 

 Work with municipalities to jointly design a set of indicators to assess municipalities’ revenue 
sources, how municipalities spend their money, and how they manage their finances. A tool 
should track these indicators regularly (e.g. annually) to identify areas for further 
investigation and be made publicly available. The Financial Condition Index in Nova Scotia is 
as an example of such a tool 

 Create an independent office that regularly audits municipalities’ public expenditures to 
increase accountability and value for money in municipal operations. An example of this is 
the Auditor General for Local Government in British Columbia. 

3. Improve the quality of municipal financial data to allow for better assessment and comparison 
of municipal spending: 

 Collect and publish municipal financial information in a consistent manner over time and 
provide provincial templates that municipalities should use for financial reporting  
(i.e., budgets, financial statements and/or municipal financial information returns). Ideally, 
municipal financial data should also be fully comparable across the country. 

 Municipal financial data should be openly accessible in one place, i.e. on the website of the 
ministry responsible for municipal affairs. 
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For the federal government 

1. Freeze funding to municipalities for operating spending at current levels until municipal 
governments better manage their operating spending: 

 Additional general-purpose (i.e. unconditional) transfers to municipalities above current levels 
should not be granted until municipalities limit operating spending to no more than inflation 
and population growth, align public sector compensation with private sector norms, and 
address pension shortfalls and sustainability.  
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Appendix A: Notes Regarding Municipal Spending Data 
In most provinces, municipal financial data are collected and published by the provincial government 
ministry that is responsible for municipal affairs. This report primarily uses data provided by 
provincial governments to keep the analysis as consistent as possible. However, comparability issues 
can still exist: 

Use of provincial templates: Many provincial governments provide templates to municipalities for 

financial reporting. However, not all municipalities use these templates thus affecting comparability.  

Basis of consolidation: The basis of consolidation refers to what agencies, boards and commissions in 
addition to the municipalities’ core administration are included in municipal reporting. Differences in 
this scope can undermine comparability as data for one municipality may include operating spending 
of multiple agencies, boards and commissions, whereas data for another municipality may only cover 
operating spending limited to its core administration. Often, the larger a municipality, the more 
agencies, boards and commissions are included in consolidated spending figures. For example in 
Toronto, consolidated spending data covers various Business Improvement Areas, arenas, community 
centres, agencies and corporations such as the Toronto Transit Commission (TTC) and the Toronto 
Public Library Board. Leaving out such agencies, boards and commissions would omit important areas 
of spending and underestimate the amount of money spent by municipalities.34

 Halifax: Starting in fiscal year 2008-2009, the format of the Nova Scotia government’s Annual 
Report of Municipal Statistics changed so that both consolidated and non-consolidated 
information are reported. Non-consolidated data for Halifax’ operations only are used as of 
2008-2009 to keep the data comparable over time. 

 Therefore, this report 
primarily uses consolidated figures. Exceptions to using consolidated data are as follows: 

 Moncton: Prior to 2011, financial statements for the City of Moncton only include the City 
administration. As of 2011, financial data are consolidated with those of Moncton Industrial 
Development Limited (MID) and the Water and Light Department (i.e. the utility operations). 
To keep data comparable over time, spending for MID and the utility were removed to analyze 
the City’s core administration only. 

In addition, data from provincial government sources are not fully comparable across provinces as the 
data available and the reporting formats differ. For select municipalities, municipal consolidated 
financial statements were used in place of provincially collected data: 

 Regina: the Saskatchewan government publishes municipal financial data in its Municipal 
Financial Information Return System on its website. However, data available for Regina 

through this system are only for 2002 to 2007. According to the Saskatchewan Ministry of 
Municipal Relations, the system was not designed to deal with the change in accounting 
related to capital assets (see below), and therefore, does not contain more recent data. As a 
result, the City of Regina’s Consolidated Financial Statements were used instead. The City was 
cooperative in providing these for earlier years to CFIB upon request. 

 Montreal and Quebec City: the Quebec government publishes municipal financial data in its 
Rapport financier des organismes municipaux. While the amounts for total municipal spending 
are available on a consolidated basis, the amounts for amortization of tangible capital assets 
are not. Therefore, the cities’ consolidated financial statements were used instead. 

 Winnipeg: the Manitoba government publishes annual Municipal Statistics in PDF-form on its 
website. However, it does not include amortization of capital assets other than for sewer and 
water in these reports, making it difficult to separate capital spending from operating 
spending (see below). This information was not made available upon CFIB’s request. As a 
result, the City of Winnipeg’s Consolidated Financial Statements were used instead. 
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 Moncton: In 2012, municipalities in New Brunswick adopted Public Sector Accounting Board 
(PSAB) standards. Based on contact with a government official, municipal financial data 
compiled by the Government of New Brunswick would only be consistent up to 2011 as not 
enough detail would be available to remove consolidated agencies, boards and commissions 
and analyze a municipality’s core administration only. Therefore, the City of Moncton’s 
financial statements were used instead. 

 St. John’s: The Government of Newfoundland and Labrador does not publish municipal 
financial data. While data was made available to CFIB upon request in the past, the data were 
budget figures and not actual financial results since the adoption of PSAB standards. 
Therefore, consolidated financial statements were used for St. John’s instead. 

 Charlottetown: The P.E.I. government publishes a Municipal Statistical Review in PDF-form on 

its website, going back to 2006/2007. P.E.I. Municipal Affairs and Provincial Planning provided 
custom data for a longer period to CFIB in Excel upon request. However, based on contact 
with a government official, there were concerns regarding the reliability and volatility of the 
data. The City of Charlottetown’s Consolidated Financial Statements were used as a result. 

Separating Operating Spending From Capital Spending 

In most municipalities and provincial government sources of municipal financial data, capital 
spending was reported separately from operating spending prior to 2009. Also, capital spending was 
accounted for when it was purchased, leading to often large fluctuations in spending from year to 
year. As a result, it makes sense to separate capital spending from operating spending.  

There was a change in accounting principles related to capital assets whereby capital assets started to 
be amortized over their useful lives. This change is based on the adoption of Section 3150—Tangible 
Capital Assets of the PSAB handbook and was effective as of 2009 in most cases. As a result, capital 
spending is no longer reported in the year in which it is purchased; instead, the amortization of 
capital assets is reported for a given year and is included in total spending reported by municipalities. 
This accounting change may explain some volatility in spending trends in the year in which the 
change occurred.  

For consistency over time and across municipalities, capital spending and/or amortization of tangible 
capital assets are excluded in this study in order to analyze operating spending trends.  
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Table A.1 

Background Information for Municipalities: Coverage and Notes Regarding Data 

Municipality Coverage 
Time period 
covered Source for spending data 

Consolidated or 
non-consolidated 
operating spending 

Victoria 
City of Victoria (excl. other municipalities in 
Greater Victoria) 

2003-2013 
Provincial data: BC Ministry of Community, Sport & Cultural 
Development, Division of Local Government Statistics, Sch402 

Consolidated 

Vancouver 
City of Vancouver (excl. other municipalities 
in the Greater Vancouver Regional District 
(GVRD)) 

2003-2013 

Calgary 
City of Calgary (excl. other municipalities in 
the Calgary Region) 

2003-2013 
Provincial data: Alberta Municipal Affairs, Schedules C and D Consolidated 

Edmonton 
City of Edmonton (excl. other municipalities 
in the Edmonton Capital Region (ECR)) 2003-2013 

Regina City of Regina 2003-2013 City's Annual Reports (incl. Consolidated Financial Statements) Consolidated 

Winnipeg City of Winnipeg  2008-2013 City's Consolidated Financial Statements Consolidated 

Toronto 
City of Toronto (excl. other municipalities in 
Greater Toronto Area (GTA)) 

2003-2013 Provincial data: Ontario Ministry of Municipal Affairs and 
Housing, Financial Information Return 

Consolidated 

Ottawa City of Ottawa (excl. Gatineau, QC) 2003-2013 

Montreal 
City of Montreal (excl. other municipalities on 
the Island of Montreal that demerged in 
2006) 

2007-2013 City's Annual Reports (incl. Consolidated Financial Statements) Consolidated 

Quebec City 
Quebec City (excl. municipalities that 
demerged in 2006) 2007-2013 City's Annual Reports (incl. Consolidated Financial Statements) Consolidated 

Moncton City of Moncton 2003-2013 City's (Consolidated) Financial Statements Non-consolidated 

Halifax Halifax Regional Municipality 2003/04-2013/14 
Provincial data: Government of Nova Scotia, Department of 
Municipal Affairs, Annual Report of Municipal Statistics 

Non-consolidated 

Charlottetown City of Charlottetown 2003-2013 City's Consolidated Financial Statements Consolidated 

St. John's City of St. John's 2003-2013 City's Consolidated Financial Statements Consolidated 
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Appendix B: Views on How Well Local Governments Control 
Spending 
Figure B.1 

Small Business Owners: “Does your local government do a good job on 
controlled spending?” (% response) 

 
Sources: CFIB, Our Members’ Opinion Survey No. 75, July-December 2014, n= 18,565 for Canada. 

Note: Halifax and Charlottetown are excluded due to small sample sizes. 
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Appendix C: Views on Value-for-money for Government 
Services  
Figure C.1 

How business owners rate the local government where their business is 
situated on value-for-money for public services (% response) 

 

 

Sources: CFIB, Our Members’ Opinion Survey No. 73, July-December 2013, n=19,153 for Canada; CFIB, Our 
Members’ Opinion Survey No. 58, January-June 2006, n= 22,027 for Canada. 

Note: Victoria is excluded due to small sample size. 
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Figure C.2 

Individuals: “I receive good value-for-money for the amount of taxes and fees 
I pay to government” (% response) 

 
Source: National public opinion poll conducted by Vision Critical for CFIB (November 28 – November 29, 2013, 
n=1,511.  
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