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Executive Summary

1. Alternate Revenues for Municipalities and Infrastructure
Investment

e Today’s municipal council must balance community economic development, land use
planning and infrastructure renewal and development with an eroding tax base and an
increased reliance on application-based grants.

e The message the AMM is hoping to convey to all MLAS as part of thisyear’s Lobby
Daysisthat it is not that the provincial or federal government has completely forgotten
about municipalities, but rather that despite their efforts municipalities still face
enormous challenges and more is needed.

e A new approach is needed, and for this reason we are asking the Province of Manitobato
share one percent of the Provincial Sales Tax with municipalities for infrastructure. This
will provide municipalities with in excess of $200 million a year.

e In 2009, the Saskatchewan Government has allocated $100 million for municipal
infrastructure to be distributed on a per capitabasis, as well as $167 million for
municipalities from the Provincial Sales Tax.

e What should not be lost is the positive impact infrastructure investment would have for
the provincia and national economy.

e A study by the Federation of Canadian Municipalities found that an increase in municipal
infrastructure spending of $1 billion in 2008 (at nominal process and allocated to a
representative mix of infrastructure) would increase the size of the real economy by
roughly 0.13 percent or $1.3 billion in nominal terms.

e Municipalities are not looking for new revenue sources to store money away for arainy
day. The storm has arrived.

e Providing municipalities with new revenue sources will not only begin to address the
growing infrastructure deficit, but will help build and strengthen our economy.

e For municipal government to be sustainable into the future, and for Manitobans to have
access to the quality of life they deserve, municipalities need to have access to
sustainable growth revenues.

Thereforethe AMM isasking the Provinceto undertake a serious review of
theroles, responsibilities and resour ces of municipal government in Manitoba
and in the short term provide municipalities with one percent of the current
PST to help addressthe growing municipal infrastructur e deficit.
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Alternate Revenue for Municipalities and Infrastructure
Investment

The lack of revenue is not a new problem for municipalities. In fact a strong argument can be
made that from its inception municipal government has not had the resources required. Y ou need
only look back to the resolutions from the founding meeting of the Union of Manitoba

Municipalitiesin 1905 to see municipal revenues were front and centre.

But now more than ever municipalities need new tools to deal with new responsibilities and new
expectations. Municipalities are playing an ever greater rolein the lives of Manitobans, as the
days of simply collecting garbage and plowing roads are long gone. Today’ s municipal council
must balance community economic development, land use planning and infrastructure renewal
and development with an eroding tax base and an increased reliance on application-based grants.

This has left many municipalities to question whether the current system is tenable any longer.

It is because of the importance of thisissue that we are bringing it to every Cabinet Minister we
meet thisyear. And it is also the only issue we are bringing to every MLA we meet with this year
as part of our Lobby Days. We believeit is essential that every elected official and decision

maker in the province understands the importance of this issue.

Currently, Manitoba municipalities are more reliant on provincial and federal grants than any
other province in Canada. While in some cases these types of programs are necessary (for
example large-scale infrastructure projects), it leaves municipalities having to compete against
one another for limited dollars and restricts a municipality’ s ability to properly plan for much
needed investment. The amount in grant programs like the recent Municipal Rural Infrastructure
Fund is nowhere near the total demand, meaning there is no guarantee much needed projects will

ever see funding.

Overreliance on grants and transfers leaves municipalities without the tools required to meet
demands. Many issues raised by municipalities are really issues of access to revenue when

stripped down to their core. For example, the need to remove education tax from property is
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really amunicipal revenue issue, as municipalities see education tax as eroding the property tax,
which is the single greatest source of municipal revenue. Over the last number of years we have
seen more and more municipalities speaking out on the need for greater municipal revenue

Sources.

It isimportant that the federal and provincial governments' contribution to municipalities are not
forgotten. Federally, municipalities have benefited from a GST rebate, the sharing of the federal
gas tax and the new Building Canada Fund. The recent Federal Budget has made an
unprecedented investment in infrastructure, which will benefit municipalities. Provincialy,
municipalities have benefited from the sharing of provincial income tax, the Building Manitoba
Fund, and supportsin several other areas. The message the AMM is hoping to convey is not that
either order of government has compl etely forgotten about municipalities, but rather that despite
these efforts municipalities still face enormous challenges and more is needed.

Municipalities must have access to new revenue sources. A greater reliance on property taxes
and provincial and federal grants has created an ever-widening chasm between municipal
revenues and needs, leaving future generations with what is quickly becoming an insurmountable
infrastructure deficit.

A new approach is needed, and for this reason we are asking the Province of Manitobato share
one percent of the Provincial Sales Tax with municipalities for infrastructure. Thiswill provide
municipalities with in excess of $200 million ayear. For acommunity of 1,000 people, this
means an investment of roughly $185,000 in their local infrastructure, or $370,000 for a
community of 2,000 people. A community such as Thompson could see close to $2.5 million
while Winnipeg would expect to see over $117 million. Although these amounts alone will not

erase the infrastructure deficit in Manitoba, it would be a positive first step.

Other provinces have recently made significant strides to address municipal infrastructure needs,
notably in Saskatchewan. In their 2009 Provincial Budget, the Saskatchewan Government made
an impressive commitment in establishing the new Municipal Operating Grants program through
consultations with Saskatchewan’ s two municipal associations. The program provides $167
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million, including $107 million to urban municipalities, $48 million to rural municipalities, and
$12 million to northern communities. Thisis equivalent to 90 percent of one point of PST (from
2007-08 Public Accounts). In 2010-11 and subsequent years, the Saskatchewan Government has
committed to allocating the equivalent of 100 percent of one point of PST to municipalities. This
funding isin addition to January’ s announcement of the Municipal Economic Enhancement
Program that provides funding to Saskatchewan municipalities to strengthen the provincial
economy. This program allocates $100 million on a per capita basisto assist municipalitiesin
making much-needed infrastructure investments. Thistype of commitment stands in stark
contrast to the additional $4 million Manitoba municipalities received in the 2009 Provincial
Budget.

The AMM understands that providing additional revenues to municipalities may become more
difficult as the economy continues to fluctuate. While economic projections can never be taken
as absolute fact, they are often a prophetic divining rod on economic times. However what

should not be lost is the positive impact infrastructure investment would have for the provincial

and national economy.

The Federation of Canadian Municipalities has investigated this principle in depth and has found
in their 2008 study “Municipal Infrastructure- Macroeconomic impacts of spending and level-of
government financing” that an increase in municipal infrastructure spending of $1 billion in 2008
(at nominal process and allocated to a representative mix of infrastructure) would increase the
size of the real economy by roughly 0.13 percent, or $1.3 billion in nominal terms. While this
would erode slightly over time with consistent investment, over afour year period it would still

result in meaningful gains to the economy, dropping to a 0.6 percent increase in the final year.

The resulting investment would be felt in the employment sector as well, since a great number of
industries would benefit. A $1 billion investment in 2008 would add 11,500 new jobs, in

industries from labour and material suppliers through to architects and engineers.

Giving municipalities access to additional revenues, will trandate to stronger investment in our
communities. The Institute for Research on Public Policy has shown that providing adequate
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infrastructure has both direct and indirect benefits for private-sector manufacturing.
Infrastructure is an intermediate input into the production process, with businesses locating
where they have access to water, hydro and transportation. New roads reduce fuel costs and haul
times. Accessto high quality (and adequate) water reduces input costs. There is also evidence
that increased investments in public infrastructure allow private companies to use labour inputs

more intensively, translating into more jobs.

Municipalities are not looking for new revenue sources to store money away for arainy day. The
storm has arrived. The national municipal infrastructure deficit isin excess of $123 billion for
current infrastructure with another $115 billion needed for new infrastructure to keep pace with
other developed nations. Left to deal with this ballooning deficit alone armed only with property
taxes and grants, it will continue to grow exponentially. Alternatively, providing municipalities
with new revenue sources will not only begin to address this growing deficit, but will help build

and strengthen our economy.

The time has come for a new approach to municipal funding. The expectations of today’s
municipalities are greater than any timein history. Regrettably so are the financial challenges
facing municipalities. For municipal government to be sustainable into the future, and for
Manitobans to have access to the quality of life they deserve, municipalities need to have access

to sustainable growth revenues.

Thereforethe AMM isasking the Provinceto undertake a seriousreview of
theroles, responsibilities and resour ces of municipal government in Manitoba
and in the short term provide municipalitieswith one percent of the current
PST to help addressthe growing municipal infrastructure deficit.
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AMM Website

The AMM website is located at www.amm.mb.ca.

It features a comprehensive Policy & Lobbying Section including:

e Ministerial B S e
Meetings—all AMM Fo ER Vew Fortes Todk Heb

position papers W @AM Associstion of Manitobs Muricipalties

presented during —
our meetings with
Provincial Cabinet d h —

Ministers are

available here. - ;

e Legislative = (EE B ot A
Presentations—bill : . ==
presentations and s
written submissions Manicipel Diectory
are included in this

/= AMM - Association of Maniloba Municipalities - Windows Internet Explorer

Welcome to amm.mb.ca

. One of the main functions of the AMM is 1o lobby on issues that affect Manitoba Municipalities. Man
section. AMM Corporate Members which we then bring 1o the alention of the Manitoba of Federal government

e Cabinet Brief—our i What's New

act AMM

annual brief to the ST o [ ——

Premier and Cabinet

endar

includes a snapshot
of all current AMM issues.

e Budget Submissions—both our Federal and Provincial budget submissions are

highlighted.

e Active Resolutions—this searchable online database includes each of the AMM’s

almost 200 active resolutions.

Other areas of interest include AMM news releases, bi-weekly news bulletins, the

Municipal Leader quarterly magazine, annual report and AMM event calendar.

The AMM website is updated daily and receives between 10,000 and 15,000 visitors

each month.
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