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Abstract 
 
The responsibility for providing transportation infrastructure is shared between federal, 
provincial and municipal levels of government.  Over the last decade, the federal 
government adopted policies of divestiture and reduced subsidies to transportation 
infrastructure investment and operations.  These policies helped curb the growing public 
debt, but it would appear that transportation bore a disproportionate share of cutbacks.  
Federal transportation expenditures as a percentage of total federal expenditures fell 
from 2.8% in 1991/92 to 1.3% in 2001/02.  
 
The impacts of fiscal restraint are uneven.  Gross federal spending on all modes, and 
total revenues from both tax and non-tax sources were analysed and reported in 2000 
constant dollars.  Real federal transportation spending decreased 57.3% from $5,392 
million in 1991/92 to $2,302 million in 2001/02.  Total revenues from transport kept pace 
with, or exceeded inflation.  As a result, the financial impact on the federal treasury went 
from an annual deficit of $547 million in support of transport, to a surplus of $2.4 billion 
taken out of the transportation sector.  
 
This paper highlights the shifting federal support for transportation in the 1990’s.  As the 
burden for providing infrastructure has fallen heavier on transport users and other levels 
of government, the growing federal surplus of taxes and fees from transportation over 
expenditures in this sector is attracting more attention. 
 
 
Introduction 
 
The purpose of this paper is to establish the aggregate net federal revenues and 
spending on transportation in Canada over the review period 1991/92 to 2001/02 with a 
five-year forecast to 2006/07.  Special payments and proceeds have been removed from 
the following account to establish the general trend.  Deflated (real) revenue and 
expenditure figures are reported in year 2000 dollars.   
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Methodology 
 
Data Sources 
 
The collection and public dissemination of transportation data has changed significantly 
in the last few years.  Prior to 1996, transportation information was not compiled in a 
single source.  Transport Canada now provides quantitative information to the public 
through its Annual Report, Transportation in Canada, and through T-Facts information 
system via the Internet.   
 
Initially, T-Facts were more comprehensive than the Annual Report in terms of coverage, 
but many elements have not been updated or may not be analogous to earlier series.  In 
particular, data on government spending and revenue are only historical to the year 
1992/93 on most items.  Consequently, other sources are required to complete the time 
series.  Derkson and Shurvell (1999) consulted financial management and economic 
policy analysis directorates and branches of Transport Canada for the purposes of 
clarifying and/or augmenting the T-Facts data.  Government of Canada Estimates Part III 
and Public Accounts were consulted for additional information.   
 
This paper sources information from Transport Canada Annual Reports, several 
Transport Canada websites, and the Public Accounts.  Data have been adjusted for 
inflation using the Gross Domestic Product Implicit Price Index (Statistics Canada, 
2004). 
 
Data Limitations 
 
The usefulness of longitudinal data depends on the consistency of its collection and 
analyses.  Innovation of techniques to improve accuracy of results may affect the 
comparability of time series data.  Historical data, in this study, could be updated only for 
the periods covered by recently published data series.  In most instances, this implied 
updates as of 1991/92, but often time series data are presented only as of 1995/96, and 
on occasion only as of 1996/97.   
 
Notwithstanding substantial consideration of appropriate definitions and methodology, 
many aspects of this analysis remain open to debate.  One-time amounts and the 
associated distortion of trends provide a case in point.  For instance, the federal 
government made one-time payments in the cases of Labrador Ferry Services Buy-out 
and in the privatization of Nav Canada.  In addition, they received one-time revenue 
increases from the sale of Canadian National Railway and Nav Canada.  Exclusion of 
these transactions does not provide a full accounting of federal transportation dealings, 
but inclusion of these revenues and expenditures distorts the underlying trend.  This 
paper notes one-time amounts, but excludes it from spending and revenue streams from 
which general trends are established.   
 
The allocation of fuel tax revenues presents a disaggregation problem.  Federal fuel tax 
figures are calculated using fuel consumption as recorded by Transport Canada and 
multiplied by the excise tax rate (Transport Canada, 2003a).  However, this approach 
does not adjust for the exemption from excise tax of air fuel consumed for international 
flights.  As a result, the contribution by the air mode to federal fuel taxes is 
overestimated, while contributions from other modes are correspondingly 
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underestimated.  The disaggregation of fuel taxes illustrates the more general problem 
of attribution and the danger of introducing biases. 
 
The Goods and Services Tax (GST) is not reported in federal transportation tax 
revenues.  Adjustment of federal transportation revenues for GST generated from the 
transportation sector involves the complex fuel tax rate structure as well as modal 
exemptions that may apply from time to time, such as the case is for the air mode.   
 
Modal allocation of indirect subsidies includes operating, maintenance and capital 
expenditures.  Excluded are safety, security and policy expenditures for all modes, as 
well as the corporate services of Transport Canada.  The forecasted expenditures of the 
Canadian Air Transport Security Authority (CATSA) are an exception.  Expenditures 
have been included along with forecasted revenues from the Air Travellers Security 
Charge (ATSC) that is designed to finance this public good.   
 
Conceptual Issues 
 
This paper generally adopts the Transport Canada convention in allocating direct and 
indirect subsidies.   
 
Direct Subsidies 
 
Direct subsidies are generally viewed as of two primary types.  The first type represents 
payments from government directly to producers or consumers.  The second type is tax 
expenditures.  Tax expenditures are provisions in the tax law that reduce tax liability to 
qualifying firms or persons (Energy Information Administration, 1999).  Only the first type 
of direct subsidy is quantified in this analysis.   
 
Indirect Subsidies 
 
Indirect subsidies include provision of transportation services or transportation 
infrastructure below market prices.  In the pure sense, even government funded 
transportation research and development could be considered an indirect subsidy, 
because it substitutes for private research and development.  To the extent that these 
government expenditures affect future transportation prices, this is a public good, rather 
than a subsidy to transportation.   
 
Indirect (modal) subsidies, direct (modal) subsidies and non-allocated overhead costs 
jointly constitute total federal transportation spending.  This analysis does not apportion 
non-allocated expenditure or overhead costs to indirect modal subsidies.  Safety, 
security and policy expenditures (except CATSA expenditures) and corporate services of 
Transport Canada cannot be apportioned accurately for the review period due to limited 
availability of data. 
 
Modal Net Effects 
 
Modal net effects are calculated as the difference between total revenues on a modal 
basis and total direct and indirect subsidies on a modal basis.   
 
Insofar as some unallocated expenditures could be regarded as indirect subsidies, the 
particular modal net effects may overestimate surpluses or underestimate deficits.  
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Besides difficulty in allocating indirect expenditures to modes, the exclusion of one-time 
payments for specific modes provide further substantiation of the limitations in the 
current format of modal net effect calculations.  A comparison of modes based on those 
subsidies that can be suitably allocated remains useful.  By permitting only appropriately 
allocated indirect subsidies to be apportioned to modes, no distortion is introduced 
between modes.   
 
Forecasts 
 
Forecasts are derived from planned spending as published in Transport Canada 
Estimates and Transport Canada Annual Reports (Transport Canada, 2001; 2002).  
Where official federal forecasts are not available, spending and revenue trends for the 
period under review are projected over the forecast period.  Forecasted values are 
calculated by applying simple linear regression to time series data. 
 
A forecast based on a simple linear trend method has significant limitations.  No causal 
relationship between variables in the simple regression model is postulated.  The fiscal 
years are the independent variables.  Data with causal relationships on which to base 
the regression are not readily available and development of such a model is beyond the 
scope of this study.  Under these conditions, the predictive benefit is by implication 
limited to a continuation of average past trends.   
 
Beyond two years, the reliability of most forecasts degrades rapidly.  New taxes may be 
launched during the forecast period.  For example, an airport security tax was introduced 
in 2002, which will yield large revenues to the federal government.  Similarly, revenues 
from airport rents are rising.  According to Straight Ahead, eight of 22 airport authorities 
pay rents to the federal government and others are scheduled to begin rent payments in 
the next five years (Transport Canada, 2003b).  Forecasts include estimated revenue 
from the ATSC and estimated expenditures by the CATSA, but no forecasts are made of 
potential changes to the existing airport rents structure.   
 
It is also a strong assumption to hold that the federal government will not increase its 
expenditures on transportation.  Discussion of new federal support for urban 
transportation during 2004 could signal an important change in direction for federal 
revenue transfers of the fuel tax to Canadian municipalities (Bekker and Prentice, 2004). 
 
Results 
 
Federal Transportation Spending Declining 
 
Table 1 presents a summary of gross federal spending on all modes, and total revenue 
from both tax and non-tax sources.  Federal transportation spending shows a continuous 
decrease over the review period.  Federal transportation expenditures as a percentage 
of total federal expenditures have fallen from 2.8% in 1991/92 to 1.3% in 2001/02.i In 
real terms, federal spending on transportation declined by 57.3% over 10 years.  From 
$5,392 million in 1991/92, gross spending declined to $2,302 million in 2001/02.  A 
continuation of this trend would have federal spending at $1,028 million by 2006/07. 
 
In 1991/92, tax revenues constituted 86.7% of total federal transportation revenues.  By 
2001/02, 91.2% of total federal transportation revenues are derived from taxes and only 
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8.8% from non-tax sources.  Total federal tax revenues from transportation are assumed 
to stay flat to 2006/07, but the new air security fees will double the non-tax revenues.  
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
The net surplus is predicted to increase because revenues from transportation taxes and 
fees keep pace with, or exceed inflation, while expenditures decrease.  The net impact 
on the federal treasury has been converted from an annual deficit of $547 million in 
1991/92 to a yearly surplus of $2.4 billion a decade later in 2001/02. 
 
The forecast of federal government aggregate gross spending, total revenue and 
surplus/deficit is presented in Figure 1.  The magnitude of the federal surplus becomes 
easier to appreciate in a graphical form.  The surplus is predicted to approach $4 billion 
in the current fiscal year (2003/04) and exceed $4 billion annually, thereafter.   

Table 1: Federal Government Transportation Gross Spending, Total Revenue and 
Surplus/(Deficit), 1991/92 to 2006/07. 

Gross 
Spending1 

Tax 
Revenue2 

Non-Tax 
Revenue3 

Total 
Revenue4 

Surplus/ 
(Deficit)4 Year 

$ Millions (2000) 
1991/92 5,392 4,198 647 4,845 (547) 
1992/93 4,653 4,234 551 4,786 133 
1993/94 4,644 4,308 447 4,755 111 
1994/95 4,726 4,497 483 4,981 255 
1995/96 4,039 5,073 589 5,663 1,623 
1996/97 3,438 5,060 696 5,756 2,319 
1997/98 2,544 5,177 306 5,483 2,939 
1998/99 2,213 4,875 434 5,309 3,096 
1999/00 2,076 4,527 445 4,972 2,897 
2000/01 2,007 4,360 397 4,757 2,750 
2001/02 2,302 4,278 412 4,690 2,388 
2002/03f 2,487 4,408 827 5,235 2,748 
2003/04f 1,717 4,773 866 5,640 3,923 
2004/05f 1,480 4,821 843 5,664 4,184 
2005/06f 1,250 4,867 821 5,688 4,438 
2006/07f 1,028 4,912 799 5,711 4,684 

 
Source: Transport Canada, 2003. Transportation in Canada 2002 Annual Report, Addendum, Chapter 3: 
Government Spending on Transportation, Tables A3-1 and A3-4, pp. A35, A38 (1994/95-2002/03f); Transport 
Canada, 1999. Transportation in Canada 1998 Annual Report, Chapter 3: Government Spending on Transportation, 
Tables 3-2, 3-3 and 3-4, pp. 23, 24 and 25 (1991/92-1993/94); Transport Canada, 2003. 2003-2004 Estimates 
Report on Plans and Priorities (2003/04f-2005/06f). 
Notes: 
1 Excludes $999.8 million in CN debt forgiveness to the Public Accounts of Canada in 1995/96; Excludes payments 
of $292 million, $686 million and $216 million to Nav Canada during 1996/97 to 1998/99; Excludes payments of 
$353 million for Labrador Ferry Service Buy-out in 1996/97 and 1997/98.   
2 Includes Air Transportation Tax (ATT) as of 1994/95 to 1999/00 (when rescinded); for prior years ATT is non-
distinguishable from Non-Tax Revenue.   
3 User fees, leases, rents; does not include returns on investments or income from sales of assets.   
4 Totals may not add due to rounding.   
f Forecasts based on a linear trend.   
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Figure 1: Federal Government Transportation Gross Spending, Total Revenue and 
Surplus/ (Deficit), 1991/92 to 2006/07. 
 
 
Table 2 shows transportation spending by Transport Canada and other federal 
departments.  Cutbacks in Transport Canada spending accounted for the greater part of 
declines in real federal spending on transportation.  In 2001/02, real federal spending on 
transportation was $3,090 million, or 42.7%, lower than in 1991/92.  Transport Canada 
accounted for 71.5% and other federal departments accounted for 28.5% of cutbacks in 
total federal transportation spending.   
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Relative spending on transportation by other federal departments decreased almost as 
much as Transport Canada over this period.  Aggregate planned spending is estimated 
to increase in 2002/03 because of a large increase in other federal department spending 
with the creation of the Canadian Air Transport Security Authority (CATSA).  Thereafter, 
spending is forecasted to decrease every year from 2003/04 to 2006/07.ii   
 
 

Table 2: Transport Canada and Other Federal Spending on Transportation, 1991/92 
to 2006/07. 

Transport Canada1 Other Federal Gross Spending2 Year 
$ Millions (2000) 

1991/92 3,688 1,704 5,392 
1992/93 3,393 1,260 4,653 
1993/94 3,471 1,173 4,644 
1994/95 3,299 1,426 4,726 
1995/96 2,655 1,385 4,039 
1996/97 2,321 1,117 3,438 
1997/98 1,470 1,074 2,544 
1998/99 1,269 944 2,213 
1999/00 1,303 773 2,076 
2000/01 1,233 774 2,007 
2001/02 1,478 824 2,302 
2002/03f 1,322 1,166 2,487 
2003/04f 1,513 715 2,228 
2004/05f 1,284 668 1,953 
2005/06f 1,160 623 1,783 
2006/07f 552 579 1,131 

 
Source: Transport Canada, 2003. Transportation in Canada 2002 Annual Report, Addendum, Chapter 3: 
Government Spending on Transportation, Tables A3-1 and A3-2, pp. A35, A36 (1994/95-2002/03f); Transport 
Canada, 1999. Transportation in Canada 1998 Annual Report, Chapter 3: Government Spending on 
Transportation, Tables 3-2 and 3-4, pp. 23 and 25 (1991/92-1993/94); Transport Canada, 2003. 2003-2004 
Estimates Report on Plans and Priorities (2003/04f-2005/06f).   
Notes:   
1 Excludes $999.8 million in CN debt forgiveness to the Public Accounts of Canada in 1995/96; Excludes 
payments of $292 million, $686 million and $216 million to Nav Canada during 1996/97 to 1998/99; Excludes 
payments of $353 million for Labrador Ferry Service Buy-out in 1996/97 and 1997/98.   
2 Totals may not add due to rounding.   
f Forecasts based on departmental estimates.   

 
 
Federal Transportation Revenue Stable 
 
Table 3 shows that the relative contribution by fuel taxes to total transport revenues 
increased over most of the review period.  Total cumulative real fuel taxes from 1991/92 
to 2001/02 were $45.6 billion.  This includes revenues from road gasoline, aviation 
gasoline and other fuels.  In 2001/02, fuel taxes contributed $4,278 million to federal 
revenues, which were 2.25% of total federal revenues and 91.2% of federal 
transportation revenues. 
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Modal Federal Surpluses/Deficits 
 
Table 4 presents surpluses and deficits by mode from 1991/92 to 2001/02.  In 1991/92, 
all modes except for roads were net beneficiaries of federal support.  The railways 
received the greatest support until 1995/96 when payments under the Western Grain 
Transportation Act (WGTA) were phased out.  Since then, the subsidies have been used 
mainly to support rail passenger service.  It can be argued that WGTA subsidies are 
really used to assist rail users (i.e. farmers) rather than the railways, but this distinction is 
irrelevant to this analysis.   
 
The ferries and marine mode is now the largest recipient of federal support at $616 
million in 2001/02.  In real terms, this is still one third less than 10 years earlier.  Aviation 
has experienced the most dramatic change.  In the early 1990’s, the air mode received 
between $200 and $300 million annually.  By the end of the decade, an equivalent 
amount was being extracted from the air mode each year.  Scheduled increases in 
airport rents will continue to drive this higher.   
 
The changing fortunes of rail, marine and aviation pale when compared with the 
experience of highway users.  The road network has been the great “cash cow” of the 
federal government.  The annual surplus of revenues over expenditures has varied 
between $3.0 and $3.9 billion annually throughout the decade.  The gap is explained by 

Table 3: Federal Fuel Tax Rates and Revenues, 1991/92 to 2001/02. 
Road 

Gasoline 
Aviation 
Gasoline Other Fuels1 Fuel Tax 

Revenues2 Year 
(nominal cents/litre) $ Millions 

(2000) 

Percent of 
Total Federal 

Revenues 

Percent of Total 
Federal 

Transport 
Revenues 

1991/92 8.5 9.5 4.0 3,638 2.43 75.1 
1992/93 8.5 9.5 4.0 3,668 2.46 76.6 
1993/94 8.5 9.5 4.0 3,714 2.56 78.1 
1994/95 8.6 9.6 4.0 3,845 2.54 77.2 
1995/96 10.0 11.0 4.0 4,333 2.80 76.5 
1996/97 10.0 11.0 4.0 4,274 2.63 74.2 
1997/98 10.0 11.0 4.0 4,395 2.52 80.2 
1998/99 10.0 11.0 4.0 4,563 2.55 85.9 
1999/00 10.0 11.0 4.0 4,524 2.41 91.0 
2000/01 10.0 11.0 4.0 4,360 2.25 91.7 
2001/02 10.0 11.0 4.0 4,278 2.25 91.2 

 
Source: Transport Canada, 2003. Transportation in Canada 2002 Annual Report, Addendum, Chapter 3: Government 
Spending on Transportation, Table A3-4, p A38 (1994/95-2001/02); Transport Canada, 1999. Transportation in Canada 
1998 Annual Report, Chapter 3: Government Spending on Transportation, Table 3-3 p 24 (1991/92-1993/94); Statistics 
Canada, 2004. Canadian Socio-economic Information Management System, Federal and Provincial General Government 
Revenue and Expenditure, Dollars, Canada, Federal Government, Total Revenue, CANSIM II V156113, Transport 
Canada, 2004. Statistics from T-FACTS, Energy,  http://www.tc.gc.ca/pol/en/T-Facts3 
/Statmenu_e.asp?type=pu&file=energy&Lang=;  
Notes: 
1 Others include diesel in all modes and aviation and marine turbo fuels.   
2 1991/92 include fuels used outside transportation.   
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increasing fuel taxes while expenditures on roads never exceed 15 percent of the 
revenues collected.   
 

Table 4: Federal Surplus/(Deficit) by Mode, 1991/92 to 2001/02. 

Rail1,2 Roads3,4 Ferries & 
Marine 5,6 

Airports/ 
Aviation 7,8,9 

Total Surplus/ 
(Deficit)10 Year 

$ Millions (2000) 
1991/92 (1,704) 3,075 (964) (234) 173 
1992/93 (1,216) 3,068 (823) (248) 781 
1993/94 (1,075) 3,019 (845) (319) 779 
1994/95 (1,026) 3,136 (787) (189) 1,134 
1995/96 (520) 3,423 (723) 57 2,237 
1996/97 (202) 3,332 (724) 475 2,882 
1997/98 (171) 3,479 (665) 899 3,542 
1998/99 (156) 3,790 (550) 608 3,692 
1999/00 (114) 3,882 (652) 348 3,464 
2000/01 (170) 3,814 (639) 317 3,322 
2001/02 (247) 3,683 (616) 208 3,027 

 
Source: Transport Canada, 2003. Transportation in Canada 2002 Annual Report, Addendum, Chapter 3: 
Government Spending on Transportation, Tables A3-2, A3-3 and A3-4, pp. A36-38 (1994/95-2001/02); Transport 
Canada, 1999. Transportation in Canada 1998 Annual Report, Chapter 3: Government Spending on Transportation, 
Tables 3-2, 3-3 and 3-5, pp. 23, 24 and 27 (1991/92-1993/94); Transport Canada, 2004. Statistics from T-FACTS, 
Energy,  http://www.tc.gc.ca/pol/en/T-Facts3/Statmenu_e.asp?type=pu&file=energy&Lang=; Derkson, W. and 
Shurvell, S., 1999. Transportation Spending and Revenues, University of Manitoba Transport Institute, Appendix D, 
p 14 (1991/92-1995/96). 
Notes: 
1 Includes WGTA payments as well as subsidies toward branch lines, grade crossings and hopper cars. 
2 Includes leases of hopper cars. 
3 Includes federal highway agreement contributions, strategic investment initiatives, infrastructure program, Atlantic 
Region Freight Assistance (ARFA) transition payments (excluding Labrador Ferry Services Buy-out) and Montreal 
bridges. 
4 Includes road safety fees and sale of assets.   
5 Includes Canadian Coast Guard (Coast Guard was transferred to the Department of Fisheries and Oceans in 
February 1995). 
6 Includes user fees, other service fees. 
7 Includes operating, maintenance and capital expenditures to the Air Navigation System until 1996/97.   
8 Includes excise tax revenue and Air Transportation Tax (ATT) to 1999/00; ATT transferred to Consolidated 
Revenue Fund (CRF) in 1996.   
9 Includes user fees, other service fees.   
10 Totals may not add due to rounding.   
 

 
 
According to the Canada Transportation Act Review Panel (CTAR) (2001), the 
distortions caused by current charging policies are widely recognized.  However, the 
impasse in the national roads policy is exacerbated by the absence of reform to the 
funding of roads.  It is clear that the growth of traffic has outpaced the maintenance of 
the highway system.  Traffic is expected to continue to grow as vehicle purchases are 
forecast to increase by 3% annually and truck traffic is forecast to rise by 1.9% each 
year (CTAR, 2001).  Regional transportation stakeholders are demanding a greater 
federal commitment to transportation infrastructure in Canada because of the 
accumulated “infrastructure deficit.”  In 1996, the municipal infrastructure deficit was put 
in the range of $12 to $44 billion, depending on how infrastructure is defined, and in 
1997 the national highways system deficit was estimated at $17.4 billion.iii    
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Federal Transportation Surplus 
 
The gap between federal transportation revenues and spending increased throughout 
the period.  The annual deficit was eliminated in 1992/93.  Subsequently, a surplus has 
been recorded in every year.  In the period from 1992/93 to 2001/02, real federal 
government transportation revenues have cumulatively exceeded real gross 
expenditures by $18.5 billion.   
 
If current trends continue, the projected cumulative real surplus for the five-year forecast 
period from 2002/03 to 2006/07 is $20 billion.  A real federal surplus of $4,684 million is 
projected for 2006/07 under current trends.   
 
Conclusion 
 
This paper reports on aggregate federal spending, revenues and the resulting 
surpluses/deficits from transportation, as well as modal net effects.  Information 
presented in this paper indicates that the disparity is increasing between the revenues 
that the federal government takes out of the system in the form of taxes, fees and rents, 
and what it puts back into the system (through the operations of Transport Canada, the 
Canadian Transportation Agency (CTA), other agencies and direct subsidies to 
individual modes).   
 
The federal government favours the user pay principle and, therefore, has reduced or 
eliminated entirely many transportation subsidies.  The premise for this shift in policy is 
the expected economic efficiency gains to the transportation system when cross 
subsidisation of inefficient processes are reduced or eliminated.  By charging according 
to the user pay principle, costs to the user more closely reflect the true economic cost for 
the service.   
 
This paper highlights the implied federal devaluation of transportation benefits to society 
in the 1990’s as is evident from increasing cross subsidisation away from the 
transportation sector to other sectors of the economy.  Cross subsidisation within a 
sector (such as transportation) allows inefficiencies in the subsidised transportation 
activities to persist.  However, the cross subsidisation between sectors (such as 
extraction of surpluses from transportation) allows inefficiencies in the subsidised 
sector(s) to persist.  The extraction of surpluses from transportation to cross subsidise 
other branches of government is not consistent with the user pay principle.   
 
In Straight Ahead, the federal government defends its transportation and fiscal policies.  
The federal government views federal fuel taxes as an instrument of fiscal, not 
transportation, policy and as an important source of general revenue (Transport Canada, 
2003c).   
 
The question of how and where government revenues derived from transportation 
services should be spent is beyond the scope of this paper.  A case could be made for 
the diversion of funds away from the transportation sector based on efficiency, if 
alternative non-transportation projects render greater benefits to society.  Of course, if 
the provincial/municipal governments are simultaneously running a deficit, while the 
federal government enjoys a surplus, both cannot be right in their evaluation of benefits 
to society.  As the burden for providing infrastructure has fallen heavier on transport 
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users, calls have been made for a greater federal contribution based on a wider 
consideration of benefits to society.   
 
Inevitably, any net taxation of transportation finds its way into costs of goods and 
services.  Consequently, the higher cost of transportation that results from the net 
taxation of this sector renders the Canadian economy less competitive in world markets.  
This stands in sharp contrast to other trading partners, such as the U.S., that appear to 
subsidize transportation as an instrument of economic development.  The 
competitiveness aspect of the debate has not been adequately explored.   
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System, Federal and Provincial General Government Revenue and Expenditure, for Fiscal Year 
Ending March 31. Dollars Canada; Federal Government; Total Expenditures, CANSIM II Series 
V156163, Table Number 3850002.   
ii Calculated from Transport Canada, 2003. 2003-2004 Estimates - Report on Plans and Priorities, 
Table 2.7, p. 9.   
iii Infrastructure deficit has been defined as "the gap between what we invest as compared to 
what we ought to invest in the nation’s transportation infrastructure in order to optimize (…) 
productive capacity and economic efficiency." National Infrastructure Policy: A Sustained 
Commitment: A presentation by municipal and regional associations in Manitoba to the House of 
Commons Standing Committee on Transportation, November 1998.   
Also see: A Submission by the Association of Manitoba Municipalities to the House of Commons 
Standing Committee on Finance, October 2003. Retrieved February 18, 2004,  
http://www.amm.mb.ca/images/FinCom03.doc.   


