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Outline
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• Motor vehicle gas taxes in Ontario
• A financing framework
• Financing by level of government
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Transportation 
Infrastructure Deficit
Studies measuring this all show a large infrastructure gap or 
deficit
Concerns with many of these studies:
• Many are based on surveys administered by professional 

associations who may have an interest in embellishing 
needs if it may lead to more funding

• It is not always clear who is filling in the questionnaire so 
there may be problems with consistency and comparability 
across municipalities   

• Needs are generally based on engineering standards and 
not on serious economic reasoning such as is the right price 
or charge to be applied to the users of the infrastructure
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Critical Decisions 
Re: Spending
Decisions to spend on roads and 
public transit infrastructure should 
not be undertaken unless:

• Services provided by this 
infrastructure are priced 
efficiently

• All costs (production, 
environmental, etc.) reported 
and included in pricing or 
taxation structures

• Asset management programs 
need to be clearly articulated 
and implemented
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Motor Vehicle Gas 
Taxes in Ontario
Federal tax rates:
10 cents per litre on gasoline (since 1995) and 4 cents per litre on 
diesel fuel (since 1987)
Ontario tax rates:
9 cents per litre on unleaded gasoline. This rate was reduced from 
14.7 cents in 2022 and is to last until Dec. 31, 2023
17.7 cents per litre on leaded gasoline
9 cents per litre on diesel fuel – down from 14.3 cents in 2022 and is 
to last until Dec. 31, 2023
4.3 cents per litre on propane used by motor vehicles
HST – 13% on price of gas and diesel fuel.

Tax revenues go into the general fund and not into a dedicated fund
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Ontario Per Capita Demand for Motor Gasoline
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Ontario Per Capita Demand for Motor Diesel Fuel

310

330

350

370

390

410

430

450

470

2005 2010 2015 2020 2025 2030 2035 2040 2045

Actual

Estimated

7



Ontario Gas and Diesel Fuel Tax Revenue Per Capita
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Ontario Per Capita Demand for Motor Vehicle 
KWH
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A Financing Framework
• Transportation and public transit services - public or private goods? Are 

beneficiaries local, provincial of national? This distinction sets the 
framework for financing

• The bulk of the analytical literature suggests that transportation services 
display mainly private goods characteristics

• Financing private goods is based on “the benefits received principle” –
those who benefit are those who should pay

• Fair because those who use the service are those who benefit
• Efficient if prices follow as closely as possible the P=MC principle
• Accountable and transparent if there is a close link between use 

and price paid
• Ease of administration and implementation along with revenue yield 

and stability of the revenue are also important criteria
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Financing by Level of 
Government
By Federal and Provincial

• From taxes and borrowing

By Municipal
• From:

• Property related taxes (incl. development 
charges, TIFs, land transfer tax, value capture 
levies)

• Borrowing
• Grants
• New revenue sources – gazing into the future
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Some Issues Around 
Financing

• Current revenues or borrowing?
• Taxes/charges or grants?
• For taxes or charges – which ones?
• For grants – specific or general?
• For transit – how should fares be set?
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New Taxes/Charges
• Municipal Income tax
• Municipal sales tax
• Municipal fuel tax
• Road pricing

What must be resolved for each of these?
• Revenue generation or efficient pricing
• Who sets the rates
• Geographical area covered
• Earmarking funds
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Revenue Estimates for a City PIT, 2012
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Cities

1% municipal surtax on provincial 
personal income tax

Income surtax necessary to 
raise 20% of property taxes

Estimated revenue 
($000,000)

% of property 
tax

20% of 
property taxes 

($000,000)

Surtax rate 
(%)

Toronto
Ottawa

Calgary
Edmonton

Vancouver

Halifax

Winnipeg

Montréal

57.3
16.4

28.6
17.8

10.3

11.8

16.4

41.0

1.5
1.2

2.4
1.7

1.6

2.3

2.9

1.5

753.8
265.0

234.3
206.2

128.5

100.8

113.5

549.9

13.1
16.2

8.2
11.6

12.4

8.5

6.9

13.4



Revenue Estimates for a City Sales Tax, 2012
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Cities

1 percent municipal sales tax
Estimated revenue 

($000,000)
Percent of property tax Municipal sales tax 

needed to raise 20% 
of property tax (%)

Toronto
Ottawa

Calgary
Edmonton

Vancouver

Halifax

Winnipeg

Montréal

524 to 546
122 to 127

192 to 200
120 to 125

134 to 140

90 to 94

142 to 148

321 to 335

13.9 to 14.5
9.2 to 9.6

16.4 to 17.1
11.6 to 12.1

20.8 to 21.7

17.9 to 18.6

24.9 to 26.0

11.7 to 12.2

1.4
2.15

1.2
1.65

0.95

1.1

0.8

1.65



Revenue Estimates for a City Fuel Tax, 2014

1 Estimates based on an average price of $1.15 per litre for 2014; the 2014 federal tax on 
motor and diesel fuel; the 2014 provincial tax on motor and diesel fuel; and the applicable 

HST/GST rate. Estimates based on methodology used in Kitchen (2014).
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Cities
10 cents per litre on motor and diesel fuel

Estimated revenue ($000,000) Percent of property tax

Toronto
Ottawa

Calgary
Edmonton

Vancouver

Halifax

Winnipeg

Montréal

311 to 330
104 to 110

258 to 272
188 to 198

68 to 71

52 to 57

86 to 88

162 to 179

8.2 to 8.7
7.5 to 7.9

18.9 to 19.9
15.8 to 16.7

10.1 to 10.6

9.9 to 11.0

14.5 to 15.0

5.9 to 6.5



Road Pricing

Types of pricing:
• HOT lanes, highway tolls, cordon or zonal road pricing, comprehensive distance-based road 

pricing
Advantages:
• Effective demand management tool to internalize congestion, pollution, and other external 

costs of driving. 
• Can influence all dimensions of travel choice: trip frequency, destination, travel mode, time of 

day or week, route, and so on. 
• To the extent that traffic demand is managed, cost pressure on municipal budgets is also 

lowered because traffic-related costs will be reduced
Public acceptance:
• Attitude survey results
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Becoming increasingly popular around the world



More detailed discussion of these topics may be found in the following
“Ontario’s Downward Trend for Fuel Tax Revenue: Will Road Pricing Fill the Gap? a report for the Residential and Civil Construction Alliance 
of Ontario, November 2019, available at www.rccao.com

“Financing Canadian Cities: It is time to diversify revenues”, Public Sector Digest, September 2017, pp 26-30.

“New Tax Sources for Canada’s Largest Cities” co-authored with Enid Slack, published in MFG Perspectives Series, Number 15, fall 2016, 
University of Toronto: available at http://munkschool.utoronto.ca/imfg/resources/

“More Tax Sources for Canada’s Largest Cities: Why, What, and How?” co-authored with Enid Slack. Published in the IMFG Papers on 
Municipal Finance and Governance Series, No. 27, June 2016, University of Toronto: available at 
http://munkschool.utoronto.ca/imfg/resources/

“A Case for Increasing Provincial Fuel Taxes (on a temporary basis)”, a report for the Residential and Civil Construction Alliance of Ontario, 
July 2015, available at www.rccao.com

“Taxing Motor Gas and Diesel Fuel in the GTHA. Will This Generate Sufficient Revenue?” a report for the Residential and Civil Construction 
Alliance of Ontario, June 2014, available at www.rccao.com

“Financing Roads and Public Transit in the Greater Toronto and Hamilton Area”, a report for the Residential and Civil Construction Alliance 
of Ontario, c-authored with Robin Lindsey, January 15, 2013, available at www.rccao.com 

“Financing Public Transit and Transportation in the Greater Toronto Area and Hamilton: Future Initiatives”, a report completed for the 
Residential and Civil Construction Alliance of Ontario (Toronto), January 2008, 75 pages - available at www.rccao.com
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