
Canada is the only G8 country without a federal  
policy of long-term, predictable transit investment.  
This situation prevents Canadian transit systems from 

achieving their full potential, and must be addressed. A new 
National Transit Strategy has been proposed by the Big City 
Mayors’ Caucus of the Federation of Canadian Municipalities 
(FCM).a Together with FCM, CUTA is urging its 
implementation by the federal government. 

The proposed National Transit Strategy has five elements:

•	 Dedicated federal transit investment of $2 billion a year to 
maintain, renew and expand transit services across Canada 

•	 Federal tax incentives for individuals to choose transit, such as 
an income tax exemption for employer-provided transit benefits 

•	 Support for research to enable innovation and make transit 
operations more effective and efficient 

•	 A requirement for recipient communities to approve 
integrated land use and transportation plans that make transit 
the primary means of serving future growth in travel demand

•	 Intergovernmental cooperation to ensure that accountability 
measures are in place

New investment is needed urgently

Canadian transit ridership grew more than 10% in the first half 
of this decade. Many transit systems are serving more riders than 
ever, while also facing the need to rehabilitate and replace aging 
infrastructure. 

Nationally, transit systems have capital needs of $20.7 billion 
between 2006 and 2010.b That’s $4.1 billion annually—about 
$1.8 billion for asset renewal or replacement, and $2.3 billion 
for new assets to expand service (see Figure 1 on next page). By 
comparison, recent investment in transit infrastructure reached a 
peak of $1.6 billion in 2005.c That amount would be inadequate 
even to maintain today’s services—let alone add new buses, trains, 
rapid transit lines and stations to carry more riders. 

Communities across the country are counting on revitalized and 
expanded transit systems to help tackle major challenges like 
climate change, air pollution, mounting congestion, and the needs 
of a population that is both growing and aging. At the same time, 
Canada’s local governments are finding it increasingly difficult 
simply to maintain current services. They are desperate for funds to 
maintain and expand their transit systems. 

Mayor Gérald Tremblay (City of Montreal) and Mayor David Miller (City of Toronto) announced the FCM’s National Transit Strategy proposal in March 2007. 
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A National Transit Strategy 
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Transit operating costs in Canada are funded almost entirely by 
user fares and municipal taxpayers. Canadian transit riders pay 60% 
of operating costs—more than those in almost all other Western 
countries—and local property taxes cover the remainder (except 
for some small provincial contributions).c  It is not reasonable to 
expect that transit fares or property taxes could also fund Canada’s 
substantial future transit infrastructure needs.

The provincial share of transit capital investment has grown in the 
last few years, reaching almost 40% in 2005 compared to less than 
15% in 2000.c Several provinces now transfer fuel taxes or (as in 
Quebec) vehicle licensing revenues to cities for infrastructure.

The federal government’s investment in public transit is a recent 
phenomenon, with its proportion of national transit capital spending  
rising from 0% in 2001 to 18% in 2005.c Federal programs that 
fund local infrastructure include the Gas Tax Fund and the Building 
Canada Fund. The Gas Tax Fund supports environmentally 
sustainable infrastructure in Canadian municipalities, but transit is 
only one of the eligible investment categories and it must compete 
with water, wastewater and road projects. In contrast, the recent 
Public Transit Fund and Public Transit Capital Trust have disbursed 
$1.3 billion specifically for transit on a one-time basis. 

 These provincial and federal infrastructure initiatives provide 
important and welcome assistance. However, they do not provide 
long-term financial certainty. New transit infrastructure can take 
over a decade to plan and build—making effective long-term transit 
planning impossible without a stable, predictable and long-term 
revenue stream. Canada’s transit systems need stronger leadership 
from the federal government to make it happen.

Supporting elements 

Offering incentives for transit use. Transit systems are 
increasingly using transportation demand management (TDM) 
measures to build transit demand and complement transit 
service improvements. Through policy and taxation, the federal 
government can provide incentives that make transit a more 
attractive choice to individual Canadians. One example is the 
new personal income tax credit for transit passes. 

Another example—one that CUTA and its partners, including 
FCM, have pursued for more than a decade—is tax-exempt status 
for employer-provided transit benefits (e.g. transit pass subsidies). 
This step would make transit passes more affordable for many 
transit users. It could also encourage businesses to locate in areas 
with quality transit service—just as the current de facto tax 
exemption for many employer-provided parking benefits encourages 
businesses to locate in suburban areas. The CUTA publication  
Tax-Exempt Transit Benefits: New Insights Make the Case  
(Issue Paper 15, October 2005) examined this issue in more detail.

Creating and sharing knowledge. Federal support for national 
transit research is also urgently needed. Specifically, Canada 
requires a cooperative transit research program to promote 
information sharing and innovation among transit systems—a 
program that CUTA would be well placed to lead. The many 
areas where more research is needed include an examination of 
policy approaches by federal, provincial and local governments 
to increase transit ridership and support economic, social and 
environmental objectives. 

Improving long-term planning. Long-term, stable and 
dedicated transit funding permits municipalities to plan more 
effectively. To receive new transit funding, municipalities should 
have integrated land use and transportation plans that make 
transit the primary means of accommodating future growth in 
travel demand. Integrated land use and transportation plans can 
also ensure the most effective use of available funds, identify 
appropriate staging of infrastructure, and encourage a transit-
supportive mix and density of land use. 

Ensuring the effective use of funds. Significant new federal 
investment in transit should be accompanied by strategies to 
monitor and review how funds are used. Federal, provincial and 
local governments should jointly identify approaches to track 
and report on success. Federal transit investments should also be 
incremental to current spending, and protected against clawback 
by other orders of government.
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Figure 1. Transit capital investment in Canada
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 The FCM’s National Transit Strategy has several major goals:

•	 Increased transit ridership and reduced automobile dependency

•	 Greater economic competitiveness of Canadian cities

•	 An enhanced quality of urban life

•	 Reduced greenhouse gas reductions and improved air quality

New investment

New dedicated transit investment of $2 billion a year by the 
Government of Canada is needed to support the renewal and 
expansion of transit systems across the country. This will maintain 
transit systems in good repair and allow expansion to accommodate 
both population growth and a modal shift toward transit over private 
automobiles. This amount should be indexed to keep pace with 
inflation, and should be reviewed periodically to ensure adequacy. 

Meeting all outstanding transit needs will need support from all 
three orders of government.  The FCM proposal is based on a 
realistic and fair contribution by the federal government. Provinces 
and municipalities must also be involved. Municipalities are 
already the largest contributor to transit, by far, and will be able 
to increase their contributions over the next 20 years as their other 
infrastructure needs are met.

The proposed new transit investment must be in addition to existing 
gas tax funds and infrastructure programs. Transit systems’ needs are 
sufficiently large and unique to warrant a targeted approach. Other 
infrastructure initiatives are helpful to some cities, but are neither 
sufficient nor tailored to meet the needs of transit.

The Public Transit Fund and Public Transit Capital Trust, which 
together will provide a total of $1.3 billion over four years via the 
provinces, are good short-term initiatives that could be replaced by 
the $2 billion recommended in the National Transit Strategy.

Building demand

For a transit strategy to be successful some people may need 
additional incentives to use transit. The federal government can 
play a strong role in developing tax incentives and other policies 
and regulations that support transit.  For example, employers 
could offer a tax-exempt transit pass to their employees so that 
transit could compete with driving.

Innovative research

The strategy would enable two kinds of research to support greater 
transit use:

•	 Cooperative research to promote information sharing and 
innovation among transit systems

•	 Research to identify new policy approaches that can 
increase ridership and meet important economic, social and 
environmental priorities

Integrated land use and transportation planning

Land use and transportation planning must be integrated to 
ensure that urban development supports transit, with appropriate 
land use densities and a balance among economic, social and 
environmental priorities. Cities would be eligible for funding 
only if they have approved land use and transportation plans that 
favour transit as the primary means for accommodating future 
growth in travel demand.

Accountability

Given the proposed scope of the national transit strategy, it is 
important that all governments work together to ensure that 
appropriate accountability measures are in place.
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Summary of the Federation of Canadian Municipalities Proposal
Key elements of the National Transit Strategy






