
Main conclusions

ðð The pro posal by the May ors’ Coun cil on Regional Trans por ta tion for a $250 mil lion
sales tax increase to fund a $7.5 bil lion tran sit expan sion plan assumes that none of the
money cur rently spent by Metro Van cou ver munic i pal i ties or TransLink can be spared.

ðð This is a ques tion able assump tion given the dra matic increase in day-to-day spend ing
over the recent decade. Spe cif i cally, from 2003 to 2013 (the lat est year of avail able data),
Metro Van cou ver munic i pal i ties col lec tively increased their spend ing by a total of
73.1%. TransLink’s spend ing growth was even more dra matic (at 104.8%). 

ðð By com par i son, spend ing increases were much more mod est for British Columbia’s
pro vin cial gov ern ment (42.7%) and the fed eral gov ern ment (46.2%). The increases in
col lec tive munic i pal and TransLink spend ing also greatly out paced the com bined rate of
infla tion and pop u la tion growth in the region (31.4%). 

ðð Municipal governments and TransLink could scrutinize their own budgets to find
savings. A good place to start is by ensuring that wages and benefits for government
employees are in line with private-sector norms for similar positions.
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Over the next two months, Metro
Van cou ver res i dents will decide
whether they want to pay $250 mil -
lion more in sales tax each year to
help fund a $7.5 bil lion cap i tal
expan sion plan, mainly for pub lic
tran sit (May ors’ Coun cil on
Regional Trans por ta tion, 2015).1

Both the tax hike and tran sit plan
sprang from the May ors’ Coun cil
on Regional Trans por ta tion, which
gov erns TransLink, the author ity
respon si ble for plan ning, financ ing,
and man ag ing pub lic tran sit and
major roads and bridges in the
region.2

Putt ing aside whether the tran sit
expan sion plan is the best option for 
the region and the eco nom i cally
dam ag ing effects of increas ing the
PST, the may ors’ call for higher
taxes assumes that none of the
money cur rently being spent by
munic i pal gov ern ments and
TransLink can be spared. This is a
ques tion able assump tion. Surely

sav ings could be found in cur rent
spend ing enve lopes, espe cially given 
the dra matic increases in munic i pal
and TransLink spend ing over the
last decade.

Just how dra matic have those
increases been?

As fig ure 1 shows, from 2003 to
2013 (the lat est year of avail able
data), Metro Van cou ver munic i pal i -
ties col lec tively increased their
spend ing on day-to-day oper a tions
by a total of 73.1%.3 TransLink’s
spend ing growth was even more
dra matic (at 104.8%), with spend ing 
more than dou bling over the same
period. By com par i son, spend ing
increases were much more mod est
for Brit ish Colum bia’s pro vin cial
gov ern ment (42.7%) and the fed eral 
gov ern ment (46.2%).

Fig ure 1 also shows that the increases 
in col lec tive munic i pal and TransLink
spend ing greatly out paced the com -
bined rate of infla tion and pop u la -
tion growth in the region (31.4%).
As a result, spend ing per Metro
Van cou ver res i dent has marched
upward in real terms. Spe cif i cally,
munic i pal spend ing per res i dent
increased to $1,416 from $1,093
while TransLink spend ing per res i -
dent grew to $486 from $318.4

Impor tantly, the type of spend ing
pre sented above is to pay for day-to-
day items such as wages and ben e -
fits for gov ern ment employ ees and
the costs of gov ern ment admin is tra -
tion—not cap i tal pro jects such as
roads and bridges, new tran sit lines, 
or more buses. (It includes debt
inter est pay ments for improved
com pa ra bil ity between
gov ern ments).

Spend ing increases of this nature do 
not always trans late into new or
improved ser vices for Metro
Vancouverites, espe cially if the
spend ing is sim ply wasted or spent
inef fi ciently.5 Inef fi cient spend ing
by gov ern ment often stems from its
monop oly over ser vice pro vi sion
and a lack of com pet ing alter na -
tives, whereas in the pri vate sec tor,
com pe ti tion helps drive more dis ci -
plined spend ing.6 In addi tion, tax -
pay ers may not ben e fit if the new
spend ing is pri mar ily absorbed by
exist ing gov ern ment employ ees in
the form of higher com pen sa tion
pack ages.

In the case of TransLink, employee
com pen sa tion con sumed more than 
half (52.4%) of its oper at ing bud get
in 2013 (TransLink, 2014; cal cu la -
tions by authors).7 A recent report
com mis sioned by the Brit ish
Colum bia gov ern ment found that
from 2001 to 2012, the wages of
local gov ern ment employ -
ees—includ ing TransLink—grew by 
38% (Ernst & Young, 2014). This
growth rate is twice that for their
pro vin cial gov ern ment peers (19%). 
The report also noted that in 2012,
the num ber of TransLink employ -
ees mak ing more than $100,000
increased by 14%.

More gen er ally, research shows that 
in Brit ish Colum bia, gov ern ment
work ers (includ ing those work ing
for fed eral, pro vin cial, and local
gov ern ments) receive wages that are 
6.7% higher, on aver age, than those
earned by their pri vate-sec tor coun -
ter parts (Lammam et al., 2015).8

This is after account ing for edu ca -
tion, length of time in the
workforce, type of job, and other
rel e vant fac tors. That wage
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pre mium, which does not include
the more gen er ous non-wage ben e -
fits (such as pen sions, ear lier retire -
ment, and job secu rity) that
gov ern ment work ers also enjoy,
con sumes tax dol lars and leaves less 
money for tran sit and other pub lic
ser vices.

Con sider the fol low ing hypo thet i -
cal sce nario, illus trated in fig ure 2, 
where munic i pal gov ern ments in
the region restrained their
day-to-day oper at ing spend ing.
Begin ning in 2003, had Metro
Van cou ver munic i pal i ties
increased their col lec tive oper at -
ing spend ing in step with infla tion 
and pop u la tion growth, together
they would have spent $4.7 bil lion 
less on their oper at ing bud gets
over the decade (in 2013 dol lars)
than was actu ally the case. More
tell ing, they would have spent
$778 mil lion less in 2013 alone,
which is more than three times
the $250 mil lion that the May ors’
Coun cil wants to col lect by rais ing 
the pro vin cial sales tax.

Alter na tively, con sider how Trans-
Link and the Metro Van cou ver
munic i pal i ties could work together
to find $250 mil lion in sav ings,
assum ing they share the bur den
based on their pro por tional spend -
ing. In 2013, TransLink’s non-cap i -
tal spend ing was $1.2 bil lion,
com pared to $3.4 bil lion for the
munic i pal i ties (TransLink, 2014;
Brit ish Colum bia, Min is try of Com -
mu nity, Sport and Cul tural Devel -
op ment, 2014; cal cu la tions by
authors). This works out to the pro -
por tion of total spend ing equal ling
25.7% for TransLink and 74.3% for
the munic i pal i ties.

In order to find $250 mil lion within 
exist ing bud gets, Metro Van cou ver
munic i pal gov ern ments would have 
to save col lec tively $185.6 mil lion
while TransLink would have to save 
$64.4 mil lion (for both, these
amounts are roughly five per cent of
their non-cap i tal spend ing). Even
with these sav ings, spend ing by
Metro Van cou ver munic i pal i ties
and TransLink would still have
grown faster than their senior gov -
ern ment coun ter parts and the rate
of infla tion plus pop u la tion growth.

A good place to find sav ings is by
ensur ing that wages and ben e fits for 
gov ern ment employ ees are in line

with pri vate-sec tor norms for sim i -
lar posi tions. Before requir ing
Metro Vancouverites to pay higher
taxes, munic i pal gov ern ments and
TransLink would do well to scru ti -
nize their exist ing bud gets to fund
their tran sit expan sion plan.

Notes
1  Spe cif i cally, over three quar ters of the 

plan is for pub lic tran sit ini tia tives
with the remain der going to a mix of
roads, cycling, and walk ing schemes.

2  For a descrip tion of the role of the
May ors’ Coun cil, see http://www.trans
link.ca/en/About-Us/Governance-and-
Board/Governance-Model.aspx. For an
over view of TransLink’s
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Sources: BC Stats (2014); Brit ish Colum bia, Min is try of Com mu nity, Sport and Cul tural
Devel op ment (2014); Brit ish Colum bia, Min is try of Finance (2004—2014); Can ada,
Min is try of Finance (2004—2014); Sta tis tics Can ada (2015); TransLink (2004-2014);
cal cu la tions by authors.

Notes: 1) Spend ing is defined as oper at ing spend ing plus debt inter est pay ments exclud ing
amor ti za tion and cap i tal-related expenses. Debt inter est is included to improve
com pa ra bil ity because, due to data lim i ta tions, debt inter est for  munic i pal gov ern ments
can not be disaggregated from the spend ing fig ures.
2) Spend ing for the B.C. and fed eral gov ern ment are for fis cal years.

Figure 1: Growth in spending vs. inflation plus population
growth, 2003 to 2013
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respon si bil i ties, see
http://www.translink.ca/en/
About-Us.aspx.

3  Spend ing here is defined as oper at ing 
spend ing plus debt inter est pay ments 
exclud ing amor ti za tion and cap i -
tal-related expenses. Debt inter est is
included to improve com pa ra bil ity
because, due to data lim i ta tions, debt
inter est for munic i pal gov ern ments
can not be disaggregated from the
spend ing fig ures. Fig ures for munic i -
pal gov ern ments are the total for the
21 Metro Van cou ver munic i pal i ties.

4  Munic i pal spend ing per res i dent is
based on the pop u la tion liv ing in
munic i pal i ties while TransLink
spend ing per res i dent is based on the
entire Metro Van cou ver pop u la tion.
In 2013, around 24,000 Metro Van -
cou ver res i dents lived out side
munic i pal i ties.

5  Empir i cal research finds that a gov -
ern ment that grows larger by increas -
ing its spend ing does not always lead
to better out comes (Di Matteo,
2013). For more dis cus sion on how
increased gov ern ment spend ing does
not nec es sar ily trans late into new or
improved ser vices, see Lammam and
Mac In tyre (forth com ing).

6  Indeed, arti fi cial monop o lies and
restricted com pe ti tion driven by gov -
ern ment pol i cies and reg u la tions can
arise in the pri vate sec tor where the
effi ciency effects are also neg a tive.

7  TransLink’s oper at ing spend ing
excludes amor ti za tion, cap i tal related 
spend ing, and debt inter est.

8  The data under pin ning the empir i cal
anal y sis in Lammam et al. (2015) are
from Sta tis tics Can ada’s Labour Force 
Sur vey, which counts TransLink

employ ees as gov ern ment work ers
(Derek Adams, Con sult ing Ana lyst,
Sta tis tics Can ada, per sonal com mu -
ni ca tion, March 19, 2015).
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Sources: BC Stats (2014); Brit ish Colum bia, Min is try of Com mu nity, Sport and
Cul tural Devel op ment (2014); Sta tis tics Can ada (2015); cal cu la tions by authors.

Note: Spend ing is defined as oper at ing spend ing plus debt inter est pay ments
exclud ing amor ti za tion and cap i tal-related expenses.

Fig ure 2: Metro Van cou ver munic i pal spend ing—
actual vs. restrained, 2003 to 2013
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