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About Environmental Defence
Environmental Defence is a leading
Canadian environmental advocacy
organization that works with government,
industry and individuals to defend

clean water, a safe climate and healthy

communities.

For over 35 years, Environmental Defence
has worked at the municipal, provincial and
federal levels of government to safeguard
our freshwater, create livable communities,
decrease Canadians’ exposure to toxic
chemicals, end plastic pollution, tackle

climate change and build a clean economy.

About Equiterre

Equiterre seeks to make the necessary
collective transitions toward an equitable
and environmentally sound future more
tangible, accessible, and inspiring. Since
1993, Equiterre has been helping to find
solutions, transform social norms, and
encourage ambitious public policies
through research, support, education,
mobilization, and awareness-building

initiatives.

This progress is helping to establish new
principles for how we feed ourselves,

how we get around, and how we produce
and consume, that are designed for our
communities, respectful of our ecosystems,
in line with social justice, and of course, low

in carbon.
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EXECUTIVE SUMMARY

To confront the climate crisis, Canada must rapidly reduce
greenhouse gas emissions in the transportation sector, which
constitute a quarter of Canada’s total emissions.

Despite the zero-emissions vehicle (ZEV)
adoption targets in the 2030 Emissions
Reduction Plan and Action Plan for Clean
On-Road Transportation, the federal
government has no targets to increase

public and active transportation use.

This is a problem because it indicates
that Canada’s strategy for reducing
transportation emissions lacks a focus on
shifting travel demand away from private
vehicles, something that is present in
national and sub-national climate plans
from around the world, including British
Columbia, Quebec, California, Scotland,
Ireland and New Zealand.

To shape post-pandemic mobility in cities,
the International Transport Forum (ITF) has
recommended the adoption of the ‘decide
and provide’ framework. This framework
understands that it is ultimately policy
choices which determine travel demand
patterns. How we move can be shaped in

a sustainable direction by making different

policy choices that emphasize sustainable

modes like public transit, walking, cycling,
and building a compact urban form. But this
means creating a vision for the future and
acting on it.

Canada is nearly 40 per cent below the
Organization for Economic Cooperation and
Development (OECD) average for public
transit utilization (ridership per capita) in
urban areas with transit service. But with
the creation of the forthcoming Permanent
Public Transit Fund, Canada has a historic
opportunity to catch up to our global peers

on public transit performance.

According to modelling conducted by
Dunsky Energy + Climate Advisors,
commissioned by Environmental Defence
and Equiterre, if the forthcoming Permanent
Public Transit Fund includes policies such

as public transit operating funding, federal
strings to encourage housing density

near public transit, zero-emission bus
procurement requirements and incentives
for cities to speed up public transit service

with dedicated bus lanes, Canada can:



Double public transit ridership by 2035.
Achieve more than 30 per cent of all
travel in major cities (populations above
400,000 people) being made by public
transit, and 20 per cent overall across
Canada.

Reduce Vehicle Kilometres Travelled
(VKT) by 35 per cent below 2019 levels
by 2035.

Cumulatively reduce transport-related
carbon emissions by 65 million tonnes by
2035.

Progress so far on improving public transit
service has stalled and is now going
backwards. Public transit service levels,
measured in vehicle service kilometres

per person, is now 7 per cent lower than

it was in 2016, the year that the federal
government introduced the /nvesting in
Canada Infrastructure Program (ICIP),
which included $23.5 billion in public transit
investments. Despite this program, there
were fewer buses in service in peak periods
across Canada in 2022 than there were in

Double public transit ridership

by 2035.

0

30%

Achieve more than 30 per cent of all travel
in major cities (populations above 400,000

people) being made by public transit, and

20 per cent overall across Canada.

0

35%

Reduce Vehicle Kilometres Travelled (VKT)
by 35 per cent below 2019 levels by 2035.

65,000,000

Cumulatively reduce transport-related carbon
emissions by 65 million tonnes by 2035.



2013, a year when transit systems served
2.7 million fewer people. Canada’s policy
of providing only capital funding, but
not operating funding, has led to the rise
of the phenomenon of ‘buses without
drivers’ with an estimated 1,700 buses
across Canada sitting idle (as ‘excess

spares’) that could be in service.

Many public transit systems across
Canada continue to struggle with
pandemic-related reductions in
ridership, and this has created
significant financial challenges for
municipalities. Canada provided
emergency operating funding to transit
systems during the pandemic and
prompted provinces to share costs to
avert dramatic service cuts and prevent
a ‘downward spiral’. However, this
funding was only temporary, and the
absence of continued federal leadership
on operating funding poses the risk

of missing Canada’s climate goals and
undermining much needed efforts to
increase housing supply near frequent
public transit.

Federal and provincial governments
must create long term, reliable
operating funding streams for public
transit systems that enable both
ridership recovery to pre-pandemic
levels and long-term climate-aligned
growth beyond it. Having the operating
cost burden fall primarily on local




governments and passenger fares has
created chronic instability to changes

in market forces and political cycles. It
reinforces the tendency towards vicious
cycles of cutting service, further losses

in passenger revenues, and further cuts.
Getting off this roller-coaster will require
a diverse set of new, stable revenue tools,
from a variety of tax sources and fiscal
support from all orders of government.

If made available, cities should use this
transit operating funding to adapt to post-
pandemic travel patterns by improving
travel options for non-commute trips, such
as shopping, visiting friends, accessing
social services or getting groceries. This
will help public transit systems achieve
greater financial stability by reducing
reliance on revenues from one singular trip
type: commuting to 9 to 5 jobs, while also
benefiting the travel patterns of equity-
seeking groups at the same time.

To reach the outcomes of the scenario
modelled in this report, total public transit
service levels across Canada must increase
by 109 per cent by 2035. Assuming the
federal government takes a 40 per cent
share in the operating funding increase
needed to support this service increase, we
estimate that this would come at a fiscal
cost of $35.4 billion over the next 12 years
(2024-2035) above existing commitments,
which averages to approximately $3 billion
per year.

To place this fiscal cost in context, this
could be paid for entirely by increasing the
general federal tax rate on corporate profits
by a single percentage point. It would
comprise approximately 0.5 per cent of total
projected federal expenditures in 2024.

The modelling conducted by Dunsky Energy
+ Climate Advisors, available in a separate
technical companion report, highlights the

strong linkage between housing density,
public transit and emissions reductions.

“GETTING OFF THIS
ROLLER-COASTER
WILL REQUIRE
ADIVERSE SET

OF NEW, STABLE
REVENUE TOOLS,
FROM A VARIETY OF
TAX SOURCES AND
FISGAL SUPPORT
FROM

OF GOVERNMENT”



The emissions reductions from changing the
built environment of our towns and cities is
enabled by robust public transit service and
infrastructure and has the greatest impact
among all policy measures. As Canada
tackles both the housing and climate crises,
public policies must be pulling in the same
direction: we cannot be building dense
housing near transit stations while cutting
how frequently the service is running,

and we cannot be building public transit
infrastructure in a sea of low density single-
detached homes.

The federal government should attach
strings to public transit investments to
drive multiple outcomes and encourage
best practices, including delivering housing
supply and housing affordability near public
transit, encouraging operational efficiency

and requiring transit fleet electrification.

All of these policy interventions can be
achieved with the program design of

the Permanent Public Transit Fund and
negotiated infrastructure settlements with

provinces, territories and cities.

As our country grows, Canada cannot
continue with the status quo of furthering
car-dependent urban sprawl. Instead of
grinding our cities to a halt with gridlock,
we can instead choose to grow public
transit systems and leverage infrastructure
investments to shift the built form of our
cities to support higher public transit

use, less traffic, housing abundance and
zero emissions mobility that is universally
accessible to all. As highlighted by the
modelling by Dunsky Energy + Climate
Advisors, this is not only possible - but

within reach.




POLICY RECOMMENDATIONS

FUND PUBLIC TRANSIT OPERATIONS TO ENABLE RIDERSHIP GROWTH

Make full use of expanded public transit service capacity

to actually provide more service, stop cuts and prevent the
public transit ‘downward spiral’.

Transform commuter-centric public transit network designs
towards supporting a broader range and variety of trip types
with all-day frequent bus service.

Create operating funding incentives that encourage efficiency
and the increased provision of dedicated transit rights-of-

way.

LINK HOUSING OUTCOMES TO PUBLIC TRANSIT INVESTMENTS

o« Require all public transit funding agreements with major
cities to include ‘Supportive Policies Agreements’ with land-
use standards such as pre-zoned housing density minimums
near public transit and the elimination of minimum parking
requirements.

e« Supportive Policies Agreements should encourage public

transit systems to redevelop transit-owned parking lots into
housing and amenities, while supporting transit systems to
enable ‘first and last mile’ connections to transit stations by
sustainable travel modes.

ADVANCE EQUITY GOALS WITH PUBLIC TRANSIT

Help public transit systems adapt to post-pandemic travel
patterns and better serve the travel patterns of equity-
seeking groups by supporting the increase of transit service
outside of peak periods.

« Make low-income fare discounts eligible for federal
operations funding.

e« ‘Supportive Policies Agreements’ should require anti-
displacement strategies to ensure that those most likely to
take public transit can actually afford to live near it.

11
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ESTABLISH ZERO EMISSION BUS AND ROLLING STOCK PROCUREMENT
REQUIREMENTS

Shift from funding a series of one-off electrification projects

and procurements to making zero-emissions public transit a
core feature and requirement of ongoing, permanent capital
funding.

o Establish phased-in procurement requirements for zero-
emission public transit vehicles as a condition for federal
funding, similar to Quebec’s requirement for only zero-
emission buses 2026 onwards.

o Create flexibility based on community size, with an earlier
deadline for large cities and later deadlines for small
communities, while scaling-up capital funding to compensate

for increased procurement costs.

SET CLEAR MODE SHIFT AND VEHICLE KILOMETRES TRAVELLED (VKT)
REDUCTION TARGETS

Set a target to double public transit ridership from 2023

levels by 2035 and a target to reduce vehicle kilometres
travelled by 35 per cent by 2035.

e« Supportive Policies Agreements with major cities should
require municipalities to have Sustainable Urban Mobility
Plans (SUMPs), and the federal government should establish
minimum mode shift targets expected by community size.

o Accelerate the Permanent Public Transit Fund to begin in
2024 rather than 2026.



INTRODUGTION: WHERE

WENEED TOBE

To confront the climate crisis, Canada must rapidly reduce
emissions in the transportation sector, which constitute a
quarter of Canada’s total emissions.

This will take the implementation of

an ambitious policy package aimed at
dramatically expanding public transit service
while also bringing more people closer to
transit with denser housing development

to foster a rapid shift in the number of trips

that people make without a private car.

Canada is nearly 40 per cent below the
OECD average for transit utilization
(ridership per capita) in urban areas with
public transit service. But with the creation
of the forthcoming permanent public transit
fund, Canada has a historic opportunity

to catch up to our global peers on public
transit performance.

Despite including zero-emission vehicle
(ZEV) adoption targets in the 2030
Emissions Reduction Plan and Action Plan
for Clean On-Road Transportation, there

are no targets for increasing public and

active transportation use or reducing vehicle
kilometres travelled. This is a problem
because it indicates that Canada’s strategy
for reducing transportation emissions does
not follow the principles of Avoid-Shift-
Improve, which is a holistic approach that
aims to tackle the three drivers of transport
greenhouse gas (GHG) emissions: the
carbon intensity of energy, the efficient use
(or non-use) of that energy, and the travel

demand for that energy.

“GANADA IS NEARLY

THE OECD AVERAGE
FOR TRANSIT
UTILIZATION™

13



OECD: Public Transit Ridership per Capita
(Transit Utilization)
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Canada’s approach currently only addresses
Improve, rather than all three.

Canada’s strategy for reducing
transportation emissions lacks a focus on
Avoid and Shift strategies to shift travel
demand away from private vehicles,
something that is present in national and
sub-national climate plans from around the
world, including British Columbia, Quebec,
California, Scotland, Ireland and New
Zealand. Many countries lack a focus on
public transit in national climate plans, with

one in three overlooking it entirely. Only

14

20 per cent include public transit as part of
their Nationally Determined Contributions,
or NDCs, which are countries’ self-defined
national climate pledges under the Paris
Agreement, detailing what they will do to
help meet the global goal to pursue 1.5°C.
It is crucial that Canada align itself with
leading jurisdictions.

In advance of the forthcoming Permanent
Public Transit Fund, Environmental Defence
and Equiterre commissioned Dunsky Energy
+ Climate Advisors to model a national-

level study that could set a clear, realistic,



GHG Reduction
Strategy

What Does It Mean?

Example Policy Measures

Avoid

Shift

Improve

Reducing Vehicle
Kilometres Travelled
(VKT) by making shorter
or fewer trips by car.

Focuses on improving the
efficiency of the transport

system as a whole.

Shifting travel to
sustainable modes like
public transit, walking and
cycling.

Focuses on eliminating or
improving the efficiency
of carbon consumption at

the trip level.

Increasing the fuel
efficiency of gasoline
cars, increasing the use
of zero-emission vehicles
and reducing the carbon
intensity of fuels.

Focuses on eliminating or
improving the efficiency
of carbon consumption
at the level of vehicle
technology.

Land Use: Improving urban planning
to enable people to make shorter trips
by placing housing in close proximity
to jobs, shops and services. Enables
reaching destinations by public transit,
walking, cycling or using a mobility
device and reduces car-dependency.

Mode Shift: Increasing public transit
service, electrifying public transit service,
creating safe cycling infrastructure,
pricing parking, reallocating road space
to prioritize sustainable modes.

Fuel Efficiency: Regulating automakers
with fuel efficiency standards.

Vehicle Electrification:

Requiring automakers to shift towards
100 per cent zero-emission vehicle sales
by 2035.

Cleaner Fuels:

Requiring a lower carbon intensity
of gasoline by mixing in biofuels and
lowering the carbon emissions of the
refining process.

15
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CALIFORNIA REPUBLIC

BRITISH COLUMBIA

Reduce vehicle
kilometres travelled
(VKT) by 25 per
cent below 2020
levels by 2030 and
increase the mode
share of all trips
made sustainably
by walking, cycling,
public transit to 30
per cent by 2030,
40 per cent by 2040
and 50 per cent by
2050.

QUEBEC

Reduce single
occupant vehicle
trips by 20 per cent
by 2030.

CALIFORNIA
Reduce light-duty

vehicle miles traveled
(VMT) per capita by
25 per cent below
1990 levels by 2030
and 30 per cent per

capita below 1990
levels by 2045.

time-bound and achievable Canada-
wide target to reduce vehicle kilometres
travelled and increase public transit

use. This was done by modelling a
number of policy interventions aimed

at reducing carbon emissions including;
1 Significantly increased public transit
service, supported by a greater federal
and provincial role in operating funding,
2) Additional transit priority corridors,
(i.e. increasing the number of bus lanes
through funding incentives), 3) Increased
housing density near public transit
stations by adding pre-zoned land-use
standards as a requirement for federal
transit funding, 4) Electrifying public
transit bus fleets by creating zero-
emission bus procurement requirements

attached to federal funding.

The study (see technical report) found
the modelled policies would result in:

« Doubling public transit ridership by
2035 from 2023 levels.

« Achieving more than 30 per cent of
all travel in major cities (populations
above 400,000 people) being made
by public transit, and 20 per cent
overall across Canada.

¢ Reducing Vehicle Kilometres
Travelled (VKT) by 35 per cent below
2019 levels by 2035.

« Cumulatively reducing transport-
related carbon emissions by 65

million tonnes by 2035.



The modelling conducted by Dunsky
Energy + Climate Advisors, available in
a separate technical companion report,
highlights the strong linkage between
housing density, public transit and
emissions reductions. The emissions
reductions from changing the built
environment of our towns and cities is
enabled by robust transit service and
infrastructure and has the greatest
impact among all policy measures.

Passenger Transport Emissions in
Canada Remain Stubbornly High
Vehicle fuel efficiency standards adopted
from the US have so far failed to achieve
meaningful emissions reductions

from Canadian cars and trucks due to
loopholes in their design. There is a
‘footprint’ standard that enables laxer
tailpipe emissions requirements for
larger vehicle sizes and a separate, less
stringent regulatory category for light
trucks based on vehicle weight. These
loopholes have allowed automakers

to avoid reducing emissions by
encouraging a shift in the supply of
vehicles away from compact sedan cars
towards larger and heavier SUVs and
pickup trucks. The International Energy
Agency (IEA) estimates that 40 per
cent of fuel economy improvements

in the United States from 2010 to 2019
have been effectively canceled out

by increased vehicle size and weight
associated with this trend.

>

SCOTLAND

Reduce vehicle
kilometres travelled
(VKT) by 20 per cent
by 2030.

IRELAND

Reduce vehicle
kilometres travelled
(VKT) by 20 per cent
by 2030, increase
public transit
ridership by 130

per cent by 2030
and increase travel
by active modes
(walking and cycling)
by 50 per cent by
2030.

NEW ZEALAND

Reduce vehicle
kilometres travelled
(VKT) by 20 per cent
by 2035.




The share of SUVs and pickup trucks as a
percentage of all new car sales in Canada
has steadily climbed from 55 per cent in
2010 to 86 per cent this year. As a result of
this, the Canadian passenger vehicle fleet
has the worst fuel economy of any major car
market in the world. While GHG emissions
from passenger cars have declined by 41 per
cent below 2005 levels, GHG emissions from
light trucks have gone up 26 per cent above
2005 levels - for an overall reduction of less
than 8 per cent below 2005 levels.

The regulatory impact statement of
Canada’s draft ZEV sales regulation, which
aims to gradually phase out the sale of new
gasoline cars by 2035 estimates the impact
of this policy as driving a GHG emission
reduction of 362 million tonnes by 2050. To
put that in perspective, this is equivalent to

61,000 Olympic size swimming pools full of

gasoline not burned.

ANOTE ON CAPITAL FUNDING

To achieve the outcomes of the scenario modelled in this report, total public transit

service levels across Canada must increase by 109 per cent. This will require a significant

increase in public transit operating funding, which is broken down in Addendum 1. The

study does not include an analysis of capital expenditures required outside of additional

zero-emission bus procurement costs, however we do recognize that this service increase

can be enabled by capital projects. The study assumes that much of the required service

expansion can be delivered with existing capital assets by using excess spare capacity and

adding service during off-peak periods when existing capital assets are not being utilized at

full capacity. We also assume that the existing $3 billion per year permanent public transit

funding commitment from the federal government (and matched by provinces) is used

towards capital expansion necessary to deliver the added operating service hours. Given

the high variability of specific capital projects, there is no specific elasticity between capital

expenditure and service output that could be used at a national level for this study. Both

capital and operating funding is needed to increase service output, and the operating funding

cost estimate provided by this study will be required to support a 109 per cent increase in

public transit service levels.
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Unfortunately, the GHG reduction benefits
of this policy are significantly ‘backloaded’
as it only affects new car sales, and does

not reduce emissions from gasoline cars
already on the road. It is constrained by how
fast new vehicles can come to dominate

the on-road fleet, which is a slow process.
This means that by 2030, it only results in

a 4.1 Mt reduction, and by 2035 a 38.1 Mt
reduction. Cars bought and driven today are
carbon-intensive and will remain on the road
for approximately 15 years. This means that
there is significant potential for public transit
to reduce emissions now from polluting cars
already on the road, and from polluting cars
that will continue to be sold up to 2035 and
still be on the road by 2050.

According to the modelling conducted

by Dunsky Energy + Climate Advisors,
implementing policy interventions including
increasing public transit service, creating
dedicated bus lanes in priority corridors,
electrifying bus fleets and fostering more
compact land use patterns can cumulatively
reduce carbon emissions by 65 million
tonnes by 2035. This is more than what

is projected from Canada’s ZEV sales
regulation within the same time frame.

This is why it is crucial for Canada to have
a holistic Avoid-Shift-Improve strategy

to reduce transport emissions and adopt
targets to increase the use of public and
active transportation and reduce vehicle

kilometres travelled.

20

DID YOU
KNOW?

More people traveling by
public transit means fewer
people traveling by polluting
car. At normal ridership levels,

the average Canadian public

transit vehicle carries more
than 40 people, while 85 per
cent of all car commutes are
done by a single person driving
alone.

GHGS (KG CO2E) PER AVERAGE
PASSENGER/DRIVER TRIP
(METRO VANCOUVER)

# OKGCOE
Walk, Cycle or Wheelchair

B 0.01KGCOE

Electric Rail Transit

& 0.01KGCOE

Electric Bus

E7 LOLKGCOE
Diesel Hybrid Bus

(=) 2.3KGCO,E

Gasoline Car
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The Determinants of Public Transit
Ridership

The primary method of achieving public
transit ridership growth is by creating
‘induced demand’. Just as widening roads
induces more traffic, making public transit a
more attractive choice means more people
take it. The most significant driver of public
transit demand is service supply, as it is
the primary determinant of overall service
quality in terms of frequency, reliability and
convenience.!©

Determinants of Public Transit Ridership’>'*

It is far more important than any other
policy lever available to policymakers. The
more frequent and convenient service is,
and the faster it runs, the more people

will use it: The more people who live near
abundant public transit with easy and
convenient access by walking or cycling, the
more people will use it.? This makes the
primary policy challenge a simple one: bring
high-quality public transit to more people,
and bring more people closer to high-quality
public transit.

A 10% increase in... Results in X ridership change

Service Supply Factors

Transit Service Kilometres
Transit Service Hours
Population and Density Factors

Population

Urban Sprawl! (Geographic size of urban boundary)
Housing Density (proportion of apartments)
Housing Density (proportion of row houses)

Housing Density (proportion of single-family homes)

Proportion of Population with no car
Price Factors
Average Transit Fare

Gasoline Price

22

+8.3%

+10%

+3.4%

-2.8%

+5%

+2.9%

-3.4%

+4.5%

-2.2%

1.4%



“THIS MAKES THE
PRIMARY POLICY
CHALLENGEA
SIMPLE ONE: BRING

10
MORE PEOPLE, AND
BRING MORE PEOPLE
CLOSER TO HIGH-
QUALITY PUBLIG
TRANSIT.”

Taking policy action to increase the service
supply of public transit can trigger a self-
reinforcing virtuous cycle. This is because
public transit service supply has an economy
of scale, otherwise known as the ‘Mohring
Effect.”” This means that increasing the
frequency of public transit directly lowers
the marginal cost of taking it for passengers
because their travel time is decreasing,
which spurs further demand, greater
passenger revenues and further increases

in service. The greatest return to scale
happens when increasing the frequency

of low-frequency services, in particular for
buses and during off-peak hours.

To move towards a climate-safe future,
Canada’s policymakers must change how
they approach transportation policy.

For far too long, the transportation
planning practice has focused on what
the International Transport Forum (ITF)

The Virtuous Cycle for Transit Agencies

- am
- - - e

-

Political support

-
/, fort it
P or transi
4 Higher fare

,f- - Ridership
increase
Demographic
trends, political
changes, other

transit
service

forces
Increased

revenues

/

Higher revenue
from taxes, fees and
other governments

Source: Yonah Freemark, Lindiwe

Rennert (2023) Surmounting the
Fiscal Cliff: Identifying Stable Funding

Solution for Public Transportation
Systems. Urban Institute.
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describes as the ‘predict and provide’
framework.'® This framework is often based
on responding to flawed travel demand
forecasts that don’t take into account how
transportation choices are fundamentally
rooted in the built environment of prior
infrastructure and land use policy choices.
This leads to reinforcing pre-existing path
dependencies through the creation of
‘induced demand.””” More people are driving
because of widened highways and urban
sprawl, leading to further investment in
maintaining highway and sprawl growth.®

In public transit, this approach can be
summed up in the often-used phrase
“matching service to demand.”?° To many
people, this phrase might seem innocuous,
but it has a dark side. It is often deployed to
justify public transit service cuts in response
to a decline in ridership. From the ‘predict
and provide’ perspective, this might seem
perfectly rational. That is until it is revealed
that cutting service would make the service
inconvenient, unreliable and push riders to
drive instead. This further reduces revenues
of public transit systems and drives further
cuts to service. This vicious cycle is known
as the ‘downward spiral’.

In contrast, the ITF recommends that
countries shift from this thinking and move

towards the ‘decide and provide’ framework.

This framework understands that it is
fundamentally our policy choices which
determine travel demand patterns.”

2L

“EXISTING VEHICLE
STOCK, ROAD
INFRASTRUCTURE,
AND FUEL-SUPPLY
INFRASTRUCTURE
PRESCRIBE FUTURE
USE AND CAN

BECAUSE OF
ECONOMIES OF
SCALE.™”

How we move can be shaped in a
sustainable direction by making different
policy choices that emphasize sustainable
modes like public transit, walking, cycling,
and building a compact urban form. But this
means creating a vision for the future and

acting on it.



The Vicious Cycle for Transit Agencies

Lower
fare
revenues

Ridership Cuts in

decrease transit services Source: Yonah Freemark, Lindiwe
Rennert (2023) Surmounting the

Fiscal Cliff: Identifying Stable Funding
\_/ Solution for Public Transportation
Systems. Urban Institute.

“Predict and Provide” “Decide and Provide”

Reactive Proactive, Vision-Based
Forecast-led Target or mission-led

Reinforces path dependency of prior Creates pathways for shifts in travel
infrastructure policy choices, including demand towards sustainable modes
inducing greater travel by private car. consistent with climate objectives.

Maximizes speed and convenience of travel Provides greater travel options to
by private car at the expense of other maximize efficient mobility of people.
travel options.

Suburban sprawl and car dependency. Housing proximity to desired destinations
and everyday needs.

‘Match service to demand’ for public Creates a ‘virtuous cycle’ for public transit
transit, creating a self-reinforcing ridership growth and mode shift.
downward spiral of ridership and service

levels.
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The Economic Benefits of Public Transit
Investment

In 2018, the Ontario Ministry of Infrastructure
sought to better understand the economic
impacts of investing in infrastructure.?? To
do this, it contracted Deloitte and funded an
economic study that examined the return
on investment for various infrastructure
asset classes in Ontario over a very long
period of time (1961 to 2011), based on
departmental records and data from
Statistics Canada. The study found that
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investing in public transit infrastructure had

the most significant return on investment of
any single infrastructure asset class,?® and
also found that investment in new highways
actually shrank the economy by ‘crowding
out’ private investment, which meant that it
took labour and resources that could have
been put to better and more productive use
in other parts of the economy. While not
covered in the modelling of this report, this
highlights the economic benefits of shifting
transportation funding priorities.
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WHERE WE ARE TODAY

Growing Transportation Unaffordability

Households can make significant savings if they can rely on
public transit to get around instead of being forced to rely on a
car. Transportation is one of the largest costs for most Canadian
families, taking up 18.5 per cent or nearly one fifth of household
budgets. The average household spends $11,250 each year on

car ownership.?*

The costs of car ownership have also
dramatically increased. Most low and middle
income families purchase their vehicles in
the used vehicle market. The median price
of a used vehicle has more than doubled
(110 per cent increase) between 2019 and
2023, going from just under $19,000 to just
under $40,000 (CAD).?®> For new vehicles,
prices have risen from $39,000 to $66,000
over the same time period.

Consumers are increasingly managing this
explosive increase with significantly larger
auto loan amounts amortized over longer
time periods.?®* Compared to pre-pandemic
prices in early 2020, the cost of monthly car
payments have risen by 20 per cent for new
vehicles and 30 per cent for used vehicles.?”
Higher interest rates have made servicing
these larger car payments for low and
middle income households very difficult.
Canadians living in urban and suburban
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metropolitan regions face an “affordability
paradox” where they must choose between
lower-cost housing in suburban outskirts
(where a lack of public transit service means
costly personal vehicle ownership is a must)
or more expensive housing in the urban
core (wWhere access to good public transit
can potentially make automobile ownership

unnecessary).?®

Rapidly rising housing costs are pushing
more and more urban Canadians to live in
farther flung suburbs, in a process often
described as “drive until you qualify.”?® This
has pushed low-income families into auto-
dependent places that have worse public
transit service and longer commutes, with
low income and racialized Canadians being
over-represented in ‘extreme commutes’
that exceed an hour in length for a one-way
trip.3° This has led to greater social isolation
and compounded social disadvantages,



such as access to jobs, services and

opportunities.®

One study which examined this
phenomenon in Canada’s eight largest cities
found that the cities with the fastest rising
cost of housing also had the greatest share
of people at risk of transport poverty. The
study found that 40 per cent of all low-
income residents, or nearly one million
people, struggled with transportation
poverty in car-dependent suburbs.3?

Transport poverty can be defined as both a
lack of transport options (such as accessible
public transit) that create social exclusion
and the inability to access the options

that do exist for reasons such as a lack of
income or having a disability.*®* Transport
poverty often intersects with traditional
forms of marginalization, such as being a
member of a racialized community. There

is also the phenomenon of ‘forced car
ownership’ where a lack of alternate options
forces people to rely on private vehicles for
their travel needs and this can also create
transport poverty when the cost of vehicle
ownership is especially burdensome for
those with low incomes.

It is no longer sustainable to force more and
more Canadians to live in far flung suburbs,
far from jobs, services and amenities

where they will be forced to rely on cars

to meet their daily needs. The choice of
living near work, amenities and in a public

transit-rich, walkable neighborhood should
not be only reserved for the wealthy.
Canada must address the severe housing
and climate crises at once by providing a
policy framework to scale up public transit
service and support more homes in cities
where compact and sustainable urban
development can shift travel patterns out of
the polluting car and lower the cost of living.

“THE CHOIGE OF
LIVING NEAR WORK,
AMENITIESANDIN
APUBLIC TRANSIT-
RIGH, WALKABLE
NEIGHBORHOOD

FOR
THE WEALTHY.”

Some might claim that changing Canada’s
car centric nature is impossible because
of our large landmass and low population
density. This would be wrong. Despite
Canada being a very large country by

29



landmass, it would be wrong to assume that
Canadians are spread out evenly across the
country. In fact, Canada is an urban country,
with nearly three in four Canadians (73.7 per
cent) living in one of Canada’s large urban
centres, with a population of 100,000 or
more people.3* Canada’s population is also
growing the fastest in the G7, largely thanks
to immigration, which has recently pushed
Canada past the 40 million people mark.
Pushing this urbanization trend, 9 out of

10 new immigrants are settling in growing

urban areas.®®

However, Canadian cities are struggling to
accommodate this growth, amidst a pre-
existing lack of supply of housing, an overall
growing number of households and a major
increase in housing demand associated with
the COVID-19 pandemic.’¢ The Canadian
Mortgage and Housing Corporation (CMHC)

points to an estimated housing shortage
of 3.5 million units.’” As Canada grapples
with the housing crisis, many policymakers
are beginning to overhaul planning rules

in communities across the country.*® This
presents a significant opportunity for shifts
in how cities are planned and transportation
networks are designed to support a shift
to more sustainable transport modes

and confront the climate crisis, while also
tackling affordability challenges.

As our country grows, Canada cannot
continue with the status quo of furthering
car-dependent urban sprawl. Instead of
grinding our cities to a halt with gridlock,
we must instead choose to grow public
transit systems and leverage infrastructure
investments to shift the built form of our
cities to support higher public transit

use, less traffic, housing abundance and

Ve o 4
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zero emissions mobility that is universally
accessible to all. As highlighted by the
modelling by Dunsky Energy + Climate
Advisors, this is not only possible - but
within reach.

How the COVID-19 Pandemic Changed
Everything

Public transit is at a crucial moment in

its history in North America. Before our
communities can begin to climb the
mountain of progress towards competing
with globally leading transit cities, Canadian
public transit systems must first survive and
recover from the financial crisis created by
the pandemic.

Public transit systems in Canada rely on
riders paying fares to pay for more than

half of their operating budgets. The onset
of the pandemic caused public transit
ridership to fall off a cliff. At its lowest point,
ridership plunged to only 15 per cent of
pre-pandemic levels. The Canadian Urban
Transit Association estimates that for every
10 per cent loss in public transit ridership,
transit systems collectively lost $470 million

in passenger revenues.*?

The federal government worked with the
provinces to deliver emergency operating
support to public transit systems through
the 2020 Safe Restart Agreement ($2.4
billion) and it renewed its support ($750
million) in February 2022. This was a historic
intervention given the federal government’s

traditional reluctance to deliver operating
funding. This support prevented a complete
collapse in public transit service levels,
which allowed public transit systems to
continue providing service to essential
workers and rebuild ridership.°

This reflected a belief in the ‘decide and
provide’ approach, where if you build it
riders will come.*' It was no coincidence
that Canadian jurisdictions which did not
cut public transit service saw the fastest
ridership recovery. The government of
British Columbia, for example, delivered the
most operating funding on a per-rider basis
in the country to BC public transit systems,
and now BC Transit is now one of the first
public transit authorities in North America to
recover 100 per cent of its ridership.*? Other
cities, like Edmonton, that avoided cutting
service and instead focused on boosting
frequent bus service have seen the same

result.*

It is a small miracle that despite total
passenger revenues declining by 57 per cent
overall in 2020 and 2021, service levels only
declined by 9 per cent in both those years.
Ridership Canada-wide has today managed
to recover to 81 per cent of pre-pandemic
levels.** However, this recovery has been
uneven and in many places, the fight to save
public transit from a downward spiral isn’t
over. In particular in places where service
cuts did occur, like Toronto.*®
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This financial support has now been cut off
from the federal government. While the
federal government continues to announce
support for capital projects, such as major
light rail and subway builds like the Ontario
Line, the lack of support for public transit
operations has left some questioning if
Ottawa intends to build the shiny new public
transit of the future on top of the ‘rotting
corpse’ of the transit networks that exist
today.*® Operating support has only been
continued by some provinces, most of

whom have not fully filled the gap.

The Quebec government for example, has
pledged to only partially cover the deficit
of Quebec’s 10 largest transit authorities,
while pledging to impose austerity to cover
the rest - raising the prospect of dramatic
service cuts, the cancellation of entire routes
and closing subway service at 1lpm.4” The
regional Metropolitan Transport Authority
(ARTM) is currently papering over their
budget deficit by raiding funds intended to
maintain the state of good repair of their
assets, which is completely unsustainable.*®
This comes after Montreal’s public transit
system, the STM, recently cancelled its
entire 10-minute or less frequent bus
network.*® What had been 31 routes that
boasted the low-wait time guarantee before
the pandemic, were slowly whittled down
by budget cuts until by February 2023,
with no more operating funding support on
the horizon, this guarantee was scrapped

entirely.

32

INFORMATION

BUDGET
CUTS,
LIMITED
SERVICE

ROUTE 10A & 10B

ROUTE 56

ROUTE 702
ROUTE 310
ROUTE 22B

ROUTE 55
ROUTE 200

CANCELLED
CANCELLED
CANCELLED
CANCELLED
CANCELLED
CANCELLED
CANCELLED




This pressure towards service cuts is only
exacerbated by the city of Toronto’s fiscal
crisis,®® a significant part of which is driven
by losses in public transit fare revenues.
Since Premier Harris’ government canceled
provincial operating subsidies to public
transit in Ontario in 1998, the Toronto
Transit Commission (TTC) has been far
more reliant on fare revenues than any other
public transit system in the country.” The
Ontario government recently struck a ‘new
deal’ with Toronto Mayor Olivia Chow, which
provided time-limited operating funding to
the TTC, with both levels of Government
now calling on the federal government to
step up and fund their fair share.>?

In Metro Vancouver, the regional transport
authority TransLink was rescued by a
provincial funding package of $479 million
in early 2023, which would prevent service
cuts to 2025. British Columbia was the only
province to fully cover public transit deficits
since the federal government ended its

own support program that had previously
prompted provincial governments to match
funding. TransLink’s challenges are different,
projecting a cumulative $4.7 billion deficit
by 2033 driven in large part by declines in
gasoline tax revenues, as the province in

BC has the most aggressive zero-emission
vehicle adoption targets in North America.>®
It also has an unfunded, $21 billion 10-

year service expansion plan, that involves
doubling regional bus service levels, and
nine new Bus Rapid Transit lines.>* It is

primarily designed to meet aggressive
targets to increase public transit use and
reduce vehicle kilometres travelled, outlined
in the province’s CleanBC climate plan.>®

Many cities across the country are facing
similar challenges. But the metropolitan
regions of Vancouver, Toronto and Montreal
alone represent 70 per cent of all public
transit ridership in Canada, making the fate
of transit in any one of these cities hugely
impactful to overall efforts to reduce carbon
emissions from the transportation sector in
Canada.

The Performance of Federal Public Transit
Programs

Canada’s urban public transit funding
landscape is a patchwork of programs. For
a very long time, the federal government
had little role in the development of urban
public transit systems, sometimes providing
one-off funding for special projects or
having very temporary capital funding
related to infrastructure stimulus spending
during economic downturns. Canada was
often derided as being the only G7 country
without a national public transit strategy,
funding program or policy framework.%¢
Only three provinces currently play a
significant role in urban public transit:
Ontario, Quebec and British Columbia.
Programs that support public transit capital
or operations in these provinces have had
the tendency to wax and wane with political
cycles. In most cases, the operating costs of
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“POLIGY MAKERS NEED TO RECOGNIZE THAT
RAISING FARES AND REDUCING SERVICES

WILL HURT THE PROSPECTS OF ATTRACTING
USERS BACK TO PUBLIC TRANSPORT, STALL

PROGRESS TOWARDS FIGHTING CLIMATE
CHANGE, ERODE AGCESSIBILITY, AND
THREATEN TO EXACERBATE THE COST-OF-

LIVING CRISIS.”

public transport networks still rely mainly on
municipal budgets. However, these budgets
are tight - municipalities are responsible for
60 per cent of Canada’s infrastructure - and
pay 75 per cent of public transit operating
costs - but collect only 10 per cent of total

tax revenues.

In 2016, the federal government - for the
first time - took a long-term fiscal position
in supporting the expansion of public transit
through sharing 40 per cent of the costs of
capital projects with a program named the
Investing in Canada Infrastructure Program,
(ICIP).

3k

- International Transport Forum (ITF)

With this program, Canada finally started
funding public transit capital projects on a
long-term consistent basis, allocating public
transit capital funding under this program
($23.5 billion), up to March 2023. Despite
core public transit funding expiring in 2023,
the federal government plans to launch

the next public transit funding program,
the Permanent Transit Fund at $3 billion
annually starting in 2026-27, leaving a
significant gap between programs.

The most important benchmark for success
of this program is to examine the actual

improvement in public transit service



Role

Federal
Government

The federal
government
established a long-
term role in funding
40 per cent of the
costs of public transit
capital projects

in 2016 with the
Investing in Canada
Infrastructure
Program, which

was governed by
bilateral agreements
with provinces and
territories. Conditions
are attached to

this funding, such

as adherence to
accessibility standards
and community
benefits agreements.

The federal
government also
plays a strong role

in reducing Canada’s
greenhouse gas
emissions, and public
transit is a part of
federal climate plans.

Provincial
Government

Provinces have

the authority to
create and regulate
local governments,
including establishing
the planning
frameworks and
legislation within
which municipalities
carry out land use
planning.

Similarly, provinces
also create and
regulate regional
transit authorities
that cross municipal
boundaries. In
metropolitan regions,
this includes directly
managing regional rail
networks such as GO
Transit in Ontario and
Exo in Quebec.

Municipal

Government

Most public transit
agencies in Canada
are directly governed
and primarily

funded by a local
government. Local
governments work
directly with public
transit system
managers to establish
fare structures and
plan the scheduling,
coverage and design
of local public transit

route networks.

Before the pandemic,
51 per cent of public
transit operating
costs were paid by
passenger fares. With
pandemic-related
drops in ridership, this
declined substantially
and caused a financial
crisis for public transit
budgets.

35



Federal
Government

Provincial
Government

Municipal

Government

During the pandemic,
the federal
government played a
significant temporary
role in providing
emergency operating
funding to public
transit systems.

The federal
government
manages a $2.4
billion fiscal transfer
to municipalities for
infrastructure capital
costs, called the
Canada Community-
Building Fund.

Share of Total
Tax Revenues>®

51.1 per cent

Share of Transit
Costs Paid
(Operations)>®

1 per cent
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Provinces are also a
large contributor to
the capital costs of
new public transit
infrastructure. Bilateral
funding agreements
with the federal
government require
provincial cost-shares
for public transit
capital projects.

Some provinces play a
role in funding public
transit operations

but most do not. For
example, Quebec
dedicates a portion

of revenues from

their cap-and-trade
system for public
transit operations,
while Ontario provides
a 2 cent share of
gasoline tax revenues
to municipalities with

public transit systems.

39.1 per cent

24 per cent

Municipalities are
not allowed to
borrow money for
their operating
budgets and are
restricted in what
taxes they can
levy.

Local
governments
control land-
use planning
and zoning
bylaws within
the legislative
framework
established by
provinces.

9.7 per cent

75 per cent



levels as a result of this federal funding.
As outlined earlier, this is the primary
determinant of public transit ridership
growth.

Data from the Canadian Urban Transit
Association (CUTA) reveals that overall
public transit service levels are worse today
than they were when ICIP was introduced

in the 2016 budget. In fact, public transit
service levels on a per-capita basis have
gotten significantly worse in British
Columbia, Alberta, Saskatchewan, Ontario
and have taken a complete nosedive in New
Brunswick. Quebec, PElI and NewfoundLand
are the only provinces which have seen
improvements in public transit service levels

since ICIP was introduced, though the latter
two remain far below the national average,

in terms of public transit service kilometres

per capita.

There are also strong regional inequalities in
the level of service provided, in particular in
Atlantic Canada. Despite a uniformly rising
carbon price across the country, Canadians
have vastly different levels of opportunity
to actually change their travel behaviour in
response to it, based entirely on where they
live. For example, the average person living
in @ municipality in Quebec has 4.4 times
the level of public transit service than the
average person living in a New Brunswick

municipality.®°

Change in Public Transit Service KMs per Capita 2016 - 2022
Source: Canadian Urban Transit Association
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Note: Service Kilometres per Capita is the most accurate measure of the overall supply of public transit service provided to people that is
comparable between jurisdictions. It is measured by taking Public Transit Service Kilometres and dividing it by a per person basis, counting
only the number of people living within public transit service areas. Public Transit Service Kilometres is a measure of the aggregate amount of
kilometres travelled by all transit vehicles in service picking up and dropping off passengers.
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This drop in public transit service might
make someone scratch their head. How

is it possible that with $23.5 billion being
allocated to public transit in ICIP, that there
has been no improvement in overall public
transit service levels? This is because transit
systems are not allowed to utilize federal
public transit funding to run additional
service, but only procure and build

capital assets. This means that the federal
government only funds increases in service
capacity (capital funding) rather than actual
service output (capital funding + operating
funding).

Funding capital but not operations creates
a bias towards rail projects in major cities,
which while sorely needed, take a long time
to build, and thus don’t show up in these

service level numbers. However, these
numbers would be increasing significantly if
federal funding worked to help expand bus
service, which can be scaled-up quickly.®
Bus service is much more dependent on
operating funding for its service output than
rail, as each bus needs a driver, and labour is
the primary operating cost of public transit.
But because federal funds are not allowed
to be used for operations, bus service
languishes, and this disproportionately
affects regions of the country which rely
entirely on bus service (such as the Atlantic
provinces, Manitoba and Saskatchewan).

This has also resulted in capital asset
underutilization. Overall, bus fleets in
municipalities across the country have
grown by nearly 1000 buses since ICIP was

Growth in Bus Fleet Size (2008 - 2022)
Post 2016: Not Increasing Peak Service, but Excess Spares Instead
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2008 2009 2010 20m 2012 2013 2014

B Active Buses (Total Fleet)

2015 2016 2017 2018 2019 2020 2021 2022

Peak Buses (Maximum Fleet in Service)
Excess Spare Buses (That Could Be In Service)

— Spare Buses (Total)

Note: Normalized fleet data provided by the Canadian Urban Transit Association. Excess spares calculated by the authors in reference to the
number of buses that would be in service if transit systems maintained the industry standard 20% spare ratio, in accordance with Federal Transit
Administration (FTA) guidelines.
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introduced in 2016. Despite this, only a tenth
(approximately 100) of those additional
buses are actually in service. There were
fewer buses in service in peak periods
across Canada in 2022 than there were in
2013, a year when public transit systems
served 2.7 million fewer people.t?

Instead, we see what public transit systems
call the ‘spare ratio’ growing - far above
industry standard levels. That means that

a growing number of buses are sitting

in garages in municipalities across the
country rather than being put in service.
This phenomenon of funding ‘buses without
drivers’®® has led to agencies like the TTC
having 172 buses, 44 streetcars and 13
subway trains that could be in service, but
are instead sitting idle.®* This problem began
to grow before the pandemic, but has since
exploded following the pandemic’s impacts
on fare revenues and ensuing service cuts
having the effect of pushing up unused

service capacity.

“THERE ARE AN
ESTIMATED 1700
BUSES GATHERING
DUST INGARAGES

THAT
COULD BE IN SERVIGE
IF MUNICGIPALITIES
HAD THE MONEY TO
HIRE DRIVERS AND
RUNTHEM.”

GARAGE
PARKING

GARAGE
PARKING




HOW WE GET THERE:

ANOPPORTUNITYTO

COURSE GORRECT

In the majority of the 2018 ICIP bilateral agreements with
provinces, Canada set a goal of increasing the mode share of
public and active transportation by 25 per cent, contributing
towards an overall planned reduction of national carbon

emissions by 10 megatonnes.

However, there was little follow-through or
monitoring of progress on these objectives
which were buried deep in technical bilateral
agreement documents. Due to significant
declines in public transit ridership during

the pandemic, Canada now stands with a
lower share of travel made by sustainable
transport modes (mode share) than when
this program began.

The federal government has now completely
dropped the mode shift and emissions
reductions objectives originally attached

to this program from more recent policy
statements including the 2030 Emissions
Reduction Plan and Canada’s Action Plan for

Clean On-Road Transportation.®®

L0

It is crucial that the next generation federal
public transit funding program includes
setting clear, realistic, evidence based and
time-bound mode shift and VKT reduction
targets and implementing the necessary
supportive policies to achieve them. This
mission-based approach aligns with the
ITF’s recommended ‘decide and provide’
framework and is supported by the analysis
provided by Dunsky Energy + Climate
Advisors which highlights that doubling
public transit ridership by 2035, reaching

a transit mode share of 30 per cent across
major cities and a 35 per cent reduction

of vehicle kilometres travelled by 2035 is
achievable.



“DUE To Ending Austerity for Public Transit
Operations

Despite being the economic engines of
the country, municipalities don’t have
access to revenue tools that grow with the
economy and which are available to other
municipalities in different countries, like
sales and income taxes. In Canada, these

taxes are paid by residents in municipalities
DURING THE and are entirely kept by higher orders of
government. Because of this, residents of
PANDEMIG, cANADA Canada’s major cities pay far more in taxes
to the federal government than they receive
Now STANDS WITH in services.
A LOWER SHARE For example, one study found that Toronto
residents send on average $2,113 per person
OF TRAVEL MADE more in taxes to the federal government
than they receive back in services.®® This
BY SUSTAINABLE reflects the fact that cities are clusters of
taxed economic activity, have younger
TRANSPORT and higher income populations than rural

MODES 9?9 areas, and Canada has a redistributive tax
° system for the aged and disadvantaged.

Payroll Direct
Tax Fiscal

Transfers




Redistributive fiscal systems are a good
thing, and it makes sense that people in
cities contribute more. But as public transit
is the lifeblood of efficient urban economic
growth, it only makes sense for cities to
have access to the revenue tools and fiscal
transfers necessary to enhance public transit
to create more of the wealth which benefits
the entire country.

Other countries fund public transit
operations either through dedicated
revenue sources available to local
governments or fiscal transfers providing an
equivalent funding mechanism. For example,
in Austria the federal government provides
operating subsidies to public transit through
a direct fiscal transfer to state governments
from a share of the gasoline tax. Local
governments also have access to revenue
sources unavailable to those in Canada,
such as in Vienna, which levies a payroll

tax on large employers that is dedicated

to funding public transit.®” In France, the
national government also funds public
transit through a payroll tax on employers
as a dedicated public transit funding source.
In Italy, the national government funds local
public transit operating costs through a
national fund distributed to all 20 regions of
the country, and those regions are allowed
to contribute additional funds themselves.®

In Canada, municipalities neither have

sufficient fiscal transfers nor the appropriate
revenue tools to fund public transit service

L2

adequately. Unfortunately, municipalities
largely rely instead on property taxes and
fare revenues to (under)fund public transit
operating budgets.

In many cases, due to public transit riders
lacking meaningful political influence, rather
than raising property taxes, municipalities
have instead chosen to pass the burden of
paying operating costs onto public transit
riders themselves with higher fares. This is
likely one explanation for why public transit

fare inflation consistently outpaces general
inflation.

“OTHER
COUNTRIES

EITHER THROUGH
DEDICATED

REVENUE SOURGES
AVAILABLE TO LOGAL
GOVERNMENTS OR
FISGAL TRANSFERS.”



Consistent fare increases that outpace
inflation work against the goals of policies
like the carbon tax that aim to shift travel
behaviour through price signals and
ultimately undermine ridership growth.

This also has clear regressive impacts

on public transit riders, who are
disproportionately low-income workers,
women, and people from racialized
communities. Many can’t afford to drive,
and 64 per cent have no access to a car.
Racialized Canadians account for just over
one-quarter (26.5 per cent) of all employed
workers, but account for 56.3 per cent of
all commuters who get to work by public
transit.®®

Having the burden of paying public transit
operating budgets distributed primarily

on local governments and passenger fares

creates chronic instability to changes in
market forces and political cycles, and
ultimately harms the most vulnerable.
Disproportionate reliance on passenger fare
revenues is a pro-cyclical funding structure
that reinforces the tendency towards vicious
cycles of cutting service, further losses

in passenger revenues, and further cuts.
Getting off this roller coaster will require

a diverse set of new, stable revenue tools,
from a variety of tax sources and fiscal
support from all orders of government.”®

Transforming Public Transit to Meet the
New Normal

Policymakers in North America tend to
approach public transit policy with the
underlying assumption that its role is simply
to fix the variety of market failures caused
by an auto-dependent society where
privatized mobility dominates.

Inflation Relative to Transit Fares - Canada
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This essentially allows public transit to
‘fill-in-the-gaps’ of an auto-dominant
transportation system, by providing

a release valve to alleviate parking
shortages for commuters going to a central
business district (CBD) or as a means of
‘transportation of last resort’ for the poor.

Because of this, public transit has historically
served two primary markets in most North
American cities. The first are those who do
not have access to a car, and the second
are those who are traveling to areas where
parking is difficult or expensive. The first
group are disproportionately low income,
racialized, public transit dependent and
utilize the bus for all kinds of essential
trips. The second group are primarily more
middle-income, whiter commuters going to

and from a central business district utilizing
rail service that is often designed to serve

journeys to work.”!

This has meant that North American public
transit networks are often heavily-oriented
towards serving a singular trip-type - the
commute to work. This has left public transit
systems particularly vulnerable to the rise
of work-from-home. As more Canadians
continue to work from home or only return
to the office 2-3 days per week, ridership
patterns are now less commuter-focused
than ever before, and rush-hour demand
peaks are now flatter.”?

In this context, the only way for public
transit systems to adapt and grow is to
shift their network designs towards serving

“THE QUESTION POLICYMAKERS AND
PUBLIC TRANSIT AGENCIES SHOULD BE
ASKING ISNOT “WHEN WILL PEOPLE START

COMMUTING DOWNTOWN AGAIN?", BUT
RATHER “HOW GAN WE PROVIDE A TRANSIT
SERVICE THAT IS RESILIENT TO CHANGING
TRAVEL PATTERNS?"7




a greater variety of trip types, which are
often made during off-peak hours when the
least amount of transit service is currently
provided. Just because someone is working
from home for most of the week doesn’t
mean they don’t need public transit for
other trips like visiting loved ones, going
shopping, or accessing social services. From
the perspective of many equity-seeking
groups, the pandemic proved that public
transit was a key enabler of every aspect of
daily life, not just a means of serving peak-
hour commuting.’

For policymakers, this necessarily means
pivoting towards a stronger emphasis on
improving bus service. Throughout the
pandemic, public transit demand remained
strong in low-income neighborhoods where
manual, service, and other workers who
need to physically be at their workplace are
more likely to live.”> Reflecting this, transit
ridership has rebounded much faster on
bus routes than rail, as bus service is more
oriented to serving public transit-dependent
riders, service allocation is flexible to
changes in travel patterns and it can be
done quickly.’®

A practical example of this forward-looking
vision is TransLink’s (Metro Vancouver’s
transit system) latest 10-year plan which

envisions doubling overall bus service levels

and adding nine new Bus Rapid Transit lines.

However, this plan is yet to be fully funded,
and TransLink estimates that its 10-year

DID YOU
KNOW?

In the city of Montreal,
commuting public transit trips
actually comprise less than
half of all trips. One study
found that the second largest
type of trip was ‘care travel’ -
and disproportionately done
by women, doing things like
running errands to support
their household.””

10-YEAR
PLAN




priorities will require a 50 per cent increase
in annual operating spending once fully
implemented.

Investing in bus service to raise off-peak
frequency is the key to attracting non-
commute trips, which happen outside
traditional rush-hours. An added benefit

is that this delivers more equitable service
to public transit-dependent riders. For
example, women - who constitute the
majority of public transit riders - are more
likely to use public transit in off-peak hours
and are more likely to make most non-work-
related, household-sustaining trips.”® These
non-work trips do not follow the radial,
peak-hour patterns of the typical commute
which public transport systems often
currently cater to.”? A shift in this direction
would also massively benefit low income
shift workers, who are disproportionately
racialized and typically do not commute
during peak hours.8°

Moving towards creating a high-

frequency bus network that provides all
day ‘everywhere-to-everywhere’ service
where passengers can ‘show up and go’
without worrying about the need to check
a schedule is not only a much more socially
equitable service pattern than the current
peak-oriented approach, but also the key to
growing ridership.?' This is because it allows
public transit systems to expand outside
their traditional market of public transit-
dependent riders and parking-constrained
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commuters, by making the public transit
network suitable for everyone’s mobility
needs at all times and compete with the
private automobile for market share.®?

This phenomenon has been described

as the ‘network effect’.®s Put simply, not
everyone can live within walking distance of
a rapid transit access point like a subway,
light rail or bus rapid transit (BRT) station.

A strong bus network can dramatically
expand the catchment area of these stations
by creating a feeder service into the rapid
transit network. A grid of frequent bus
service enables the whole spectrum of trip
types to occur to and from anywhere in the
urban area through convenient and reliable
transfers.84 Across North America, public
transit systems which serve a greater variety
of trip types and have well-integrated bus-
rail networks perform far better than the
public transit systems that don’t.®®

As the pandemic has changed travel
patterns, sticking with the ‘market failure’
service provision approach of only catering
to commuters is simply no longer viable.
Public transit systems are now forced to
adapt to replace lost commuter riders

and ultimately grow their market share

by serving a broader range and diversity
of trip types. The only way to do this is to
move instead towards a ‘market-shaping’
model.8® Rather than simply existing as a
traffic or parking release valve, or a tool for

‘transportation of last resort’ for the poor,



public transit must become a public option
for mobility, conveniently available at all
times and for all travel needs. By shifting to
this model, public transit systems can ‘grow
their way out’ of their ridership troubles.

How the TTC Averted the Great North
American Transit Downward Spiral

In the early days of the streetcar, there were
only a few ways to travel over land: by rail,
by foot, or by horse. Before the invention

of the assembly line and the affordable

Ford model T, cars were considered the
playthings of the rich.®” In those days,
streetcar companies faced little competition,
but often did not make money on the fares
paid by passengers. The real profits were in
how their rail networks opened up new land
for real estate development in cities - which
they actively participated in as investors.
Often after building new developments

and attracting buyers with good transit
service, the streetcar companies let service
deteriorate and drew public resentment.8®

With the rise of mass motorization, this
linkage between transit and housing was
severed. Suddenly, housing developments
could be built far from peoples places of
work or other amenities, because people
could use their cars to get there and no
longer had to rely on the streetcar company.
This trend dramatically accelerated
following the second world war, as wartime
rations on fuel consumption were dropped,
production controls were re-oriented away

from the war effort towards domestic car
manufacturing, and suburban housing
development was significantly subsidized
with the creation of new institutions like
the Canadian Mortgage and Housing
Corporation (CMHC).

Mass motorization and suburban sprawl
led to the rise of competing car traffic, and
without captive ridership and dedicated
lanes, transit speeds slowed to a crawl. In
many cases, cities across North America
had grown used to streetcar companies
paying taxes on their profits, rather than
receiving subsidies, making it difficult for
a shift in mindset towards seeing transit

as a public service. As cars became ever-
more subsidized by the buildout of toll-free
new roads and highway systems, and with
the loss of their monopoly on real estate

“ADEVELOPED
COUNTRY A
PLAGE WHERE THE
POOR HAVE CARS.
WHERE THE
RIGH USE PUBLIC
TRANSPORTATION.™
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development patterns, private transit
systems reacted to the loss in travel market
share with service cuts and fare hikes, and
across North America these systems entered

a downward spiral.

This notion of a downward spiral is a familiar
one from transit history - but as Canada’s
own history shows, policy choices matter.
Despite Canada having a very similar built
environment to the United States with
plenty of low density suburban sprawl,
Canadian public transit dramatically
outperforms the United States simply
because Canada has higher transit service
levels, particularly in Toronto, Montreal
and Vancouver where 70 per cent of all
ridership is located. This is because Canada
responded very differently to the post-war
urban transit fiscal crisis.

From 1950 to 1970, as the post-war
revolution towards suburbia and private car
ownership took hold across North America,
per capita ridership of transit systems in

the United States plunged by more than
two thirds. Over this same period, the

TTC was the only transit system in North
America that halted this decline and actually
increased its ridership.?° This success comes
down to two major differences. The first, is
that while many transit systems in US cities
remained in private hands over much of this
period, and ran themselves like a business

- the City of Toronto took over transit
administration in 1921, far earlier than most
other US cities. This enabled the second,
more important difference. As US transit
systems were expected to remain profitable,
this meant that rather than expanding

service into the rapidly growing suburbs,




they responded to their loss in market share
with ever-greater service cuts in a self-

reinforcing downward spiral.”

In Toronto, public pressure to extend
public transit service to the new world

of strip malls and ‘cul-de-sacs’ following
metropolitan amalgamation led the TTC to
develop a comprehensive grid of frequent
bus routes in the suburbs and accept a
public subsidy for doing it. But rather

than being a costly drain on the system as
expected, this move led to an explosion in
ridership that continued for three decades.®?
The TTC now carries 1in 4 public transit
riders in all of Canada.®®

To this day, Toronto enjoys a far higher
level of public transit ridership than
equivalent US cities in size, land-use
patterns and population density, simply
because it runs far more bus service. In 2019,
Toronto’s transit system carried more riders
than Chicago and Boston’s transit systems
combined, while serving a smaller urban
population than either city.®*

We still see this line of demarcation in transit
service and utilization in the Greater Toronto
Area itself, where as soon as you leave the
TTC’s service area, levels of public transit
service get cut in half in the surrounding
communities, and transit utilization falls

TTC Ridership Higher than US Equivalents
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Relative Transit Performance in GTA Communities
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precipitously with it. This is because public
transit service levels have a direct impact
on transit accessibility. In Toronto, 96 per
cent of the population, and 93 per cent of all
jobs are within walking distance of a public
transit route running at a frequency of 15
minutes or less, all day. In Brampton, it is
only 34 percent of the population and 34
percent of jobs.%®

As historical accounts indicate, the TTC

ran this much higher level of service that
typically isn’t considered viable in suburban
areas with great reluctance but under
political pressure following metropolitan
amalgamation. But this historical accident
proved that by providing a service that was
competitive with the car, this ‘decide and
provide’ approach lent itself to building

50

ridership even in unfavourable land-use
conditions, and how this can be re-created
in other growing communities across

Canada.

A perfect example of this is Brampton,
which while still behind Toronto for overall
public transit accessibility, has built up
impressive ridership numbers with nothing
but a simple high frequency grid-based bus
network.?® From 2009 to 2019, Brampton’s
ridership per capita doubled (from 25.4

to 50.4) and has been the fastest public
transit system to recover ridership from the
pandemic, already recording 30 per cent
higher ridership in the summer of 2023 than
the summer of 2019.%”

Many Canadian communities can be
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rescued from American levels of public
transit utilization by simply running more
bus service, and this can help provide

the foundation for denser, more transit-
supportive land-use patterns.®® This is
important, because for Canada to achieve
world-class public transit performance,
significant changes in land use patterns to
encourage greater density in our cities will

be necessary.

Restoring the Link Between Public Transit
and Housing

Public transit is fundamentally about
connecting people and places. It matters
how many people are near public transit
service, and it matters whether public transit
connects to places people want to go. It
may sound obvious, but public transit in
North America is often not planned around
connecting people and places® It is instead
often grafted on top of road infrastructure
and an urban form that is built for cars, or
legacy rail corridors layed out and designed
for long-distance shipping. It often gets built
without being surrounded by dense housing,
shops and urban amenities, and has poor
connections for pedestrians and cyclists.’®° |t
is built next to car-dominated roads, parking
lots, and situated far from dense housing
and attractive destinations, often because

it is cheaper or less contentious to build it
there.’" We continue to build public transit
this way, and then wonder why, even years
later, many residents continue to drive.

In the worst case scenario, higher order
public transit stations are built as park-
and-rides.'°? This model is designed to only
serve car commuters and attract riders by
offering subsidized or free parking cheaper
than the driver would get nearer to their
place of work. This forecloses the possibility
of using land near the public transit station
to build dense housing, and highlights the
twin policy failure of also relying on the car
to provide ‘first and last mile’ transportation
to the station, indicating poor accessibility
by walking, cycling or a feeder bus network.
This commuter rail type system usually

has very bad service outside of rush hour,
making the infrastructure difficult to use

for all kinds of non-work related trips and
encourages driving for those kinds of trips
instead.'®’

Metrolinx, which operates GO transit in the
Greater Toronto and Hamilton Area (GTHA)
boasts that they are the largest provider of
free parking in North America, at 73,000
spots, because only 15 per cent of GO transit
passengers arrive at stations by methods
other than their car.’® This is a testament to
a complete policy failure.

The federal government is not getting

the best value for money from their

public transit investments, because those
investments are often not accompanied by
the rapid changes in land use required to
make public transit work more efficiently,
as dense housing near public transit can
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Artistic Representation of Future (2025) Ottawa LRT Jeanne D’Arc Station, situated in a highway median.

significantly improve ridership outcomes.
Moreover, the lack of forward-thinking
planning can lead to ‘transit-oriented
displacement’,°> where high land acquisition
costs near public transit stations encourages
housing developers to focus on relatively
expensive housing, which means that those
who are most dependent on public transit
service - those with low incomes, often can’t

actually afford to live near it."0¢

In Toronto for example, there is plenty of
low density housing near rapid public transit
stations where new homes could be built.
There are also significant numbers of people
living in low density, older dwellings near

rapid public transit that are typically lower-
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priced and who are important to protect
from the erosion of affordability. In tandem
with adding market housing supply more
broadly near public transit, it is also crucial
that specific policy tools be employed

to prevent displacement from existing
affordable housing stock such as non-
market housing investments, rent controls,
mandating the provision of replacement
units (with a right to return at the same
rent), and tenant relocation requirements
with financial assistance to find interim
accommodations as well as cover moving

expenses.

Cities hold the keys to housing development

via land-use zoning regulation. However,



“THE SOLUTION TO THE HOUSING,
AFFORDABILITY, AND GLIMATE CRISESISTO
CONNECT OUR GROWING POPULATIONTO

AFFORDABLE, EFFICIENT HOMES NEAR HIGH-
QUALITY, FREQUENT PUBLIC TRANSIT.""

- Canadian Urban Transit Association, Housing is On The Line Report

efforts to increase density and housing

are often frustrated by local opposition

on the grounds that it will bring too much
additional traffic or the loss of parking
availability. It is inconceivable for many
people that new people in a neighborhood
can live without owning a car, and some

of this belief is rooted in the chronic
unreliability of existing public transit
services. For cities to overcome this virulent
NIMBYism (‘Not In My Backyard’), one of
the clear solutions is providing excellent
public transportation services in order to
cut the link between increased housing in a
neighbourhood and increased traffic.

But cities do not have the fiscal capacity
to finance the construction of major capital
projects and lack the revenue tools to
support the high public transit service

levels needed to drive significant changes

in travel patterns. For decades, successive
federal and provincial governments

have ‘downloaded’ their responsibilities
onto municipalities without giving local
governments the fiscal resources to handle
them. This has left municipalities to be
primarily policy-takers rather than policy-
makers in the realm of transport emissions
reduction.

In the absence of strong legislative
requirements or funding criteria from the
federal and provincial levels of government,
local policymakers are unlikely to change
their approach to transportation and urban
planning at the scale and pace required

to meet national climate objectives.’©®
Literature from the world of transport
economics indicates that because local
governments only consider the benefits
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to their own residents and not spillover
externalities that affect other regions (like
pollution), they will never set public transit
fares and service frequency at optimal
levels.”®® Only higher orders of government
can internalize the costs of spillover effects
like pollution and deliver the subsidies
necessary for welfare-maximizing public
transit (low fares, high service levels).

The solution to this problem is to place
conditions on federal public transit
infrastructure investment by tying funds

to land use standards, paired with an
affordable housing investment strategy near
public transit, while delivering performance-
based operating funding to public transit
systems in order to support the growth in
service levels to drive needed changes in
travel patterns.

Unless public transit service levels are
significantly improved, this will make shifts
in land use patterns aimed at increasing
housing density and housing supply very
difficult because these changes necessarily
require a reduction in the space devoted to
parking.
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Recommendation 1: Fund Public Transit
Operations to Enable Ridership Growth
To ensure that transit public investments
are delivering real gains in ridership growth
and improvements in the cost of living,
rather than inflating unutilized service
capacity - the forthcoming Permanent
Public Transit Fund must fund transit
operations and see it as a funding category
equally as important as public transit
capital.

Assuming the federal government takes a
40 per cent share in the operating funding
increase needed to double public transit
ridership by 2035, we estimate that this
would come at a fiscal cost of $35.4 billion
over the next 12 years (2024-2035) above
existing commitments, which averages

to approximately $3 billion per year. This
would mean roughly doubling the existing
$3 billion annual commitment to capital
funding contained in the permanent public
transit fund.

To place this fiscal cost in context, this
could be paid for entirely by increasing

DETAILED POLICY
RECOMMENDATIONS

the general federal tax rate on corporate
profits by a single percentage point."® $3
billion would be approximately 0.5 per cent
of total projected federal expenditures

in 2024.™M In the context of other federal
spending, it is less than the projected cost
of battery plant subsidies to automakers
Northvolt, Volkswagen and Stellantis-LGES
($43.6 billion)."™ It is near the projected
cost of building the Trans-Mountain pipeline
($30.9 billion),™ transportation project
designed to move oil instead of people.

Provinces also have a strong role to play;
they must provide cities with new revenue
tools (such as access to revenues from
income, sales or payroll taxes) to support
the operating costs of city services like
public transit, expand programs which
deliver public transit operating funding or
create new ones based on best practices.
The remaining cost estimated for increasing
transit service for provinces based on
shares of national public transit ridership
over twelve years (2024-2035) include
$21.9 billion for Ontario (approx. $1.8 billion
per year), $14.6 billion for Quebec (approx.
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$1.2 billion per year) and $7.6 billion for
British Columbia (approx. $640 million per

year).

A full estimate table of the fiscal cost by
province and region divided by share of
national ridership is found in Addendum 1.

The objective of this federal program
should be to ensure that the capital assets
funded by the federal government are
being efficiently utilized with high levels of
service, reduce significant regional inequities
in public transit service supply, deliver the
appropriate incentives for public transit
systems to adapt to new travel patterns and
achieve cost-efficient long term growth at
the pace required by a new, national target
to double public transit ridership from

2023 levels and reduce vehicle kilometres
traveled by 35 per cent by 2035.

This program can achieve this by providing
a base funding amount distributed to every
community with a public transit system
proportionally determined by their share of
national ridership. Cost-sharing and funding
agreements can be negotiated with federal-
provincial-municipal trilateral agreements,
similar to those used with the /nvesting in
Canada Infrastructure Program and Canada
Community-Building Fund.

As part of this operating funding stream,
the federal government should include an
incentive component to encourage transit
operational efficiency.™ For example, this
could mean providing an additional $1 per
rider operating subsidy amount (pegged to
inflation) for each rider above 2019 levels of
public transit ridership, and bonus payments
for the number of kilometres of dedicated

transit rights-of-way.




This would encourage efficient allocation
of service improvements to areas with

the most latent demand, incentivize
systems to implement ridership enhancing
improvements such as bus lanes and
establish a strong incentive for using a base
funding amount to quickly recover to pre-
pandemic ridership levels.

Recommendation 2: Link Housing
Outcomes to Public Transit Investments
Higher orders of Government which invest
billions of dollars in major public transit
capital projects have a right to ask that
municipalities fulfill conditions and follow
through with supportive policies under their
control to ensure a project succeeds and
delivers social, economic and environmental
value for money.

All major capital projects funded by the
major projects stream should be required

to include ‘supportive policies agreements’
that align with federal land-use guidelines.
Supportive Policies Agreements (SPA’s)

are required as part of business cases for
every major public transit capital project in
British Columbia, and the Surrey-Langley
Skytrain and the Broadway Subway projects
in Vancouver currently have one. These
agreements acknowledge that municipalities
have jurisdiction over land use policy, but
also indicate that for a public transit project
to be successful, it takes supportive policies
like increasing housing density, improving
bus, pedestrian and cycling connections,

and building ‘complete communities’ with
commercial and public service amenities
that support higher density near public

transit.

The federal government should set clear
standards for what needs to be in these
‘Supportive Policies Agreements’ to achieve
the green light for federal funds. All public
transit stations funded by the federal
government should have required pre-
zoned housing density minimums, and the
complete elimination of minimum parking
requirements for all housing developments
within 800 metres of the public transit

station.

Transit systems should also be encouraged
to redevelop transit-owned parking lots
such as ‘park and rides’ into housing and
amenities. But getting public transit systems
out of the parking business will require
getting public transit systems into the
business of providing ‘first-and-last-mile’
transportation solutions. This can ensure
that people can easily get to and from major
public transit stations from bus network
transfers, on foot, wheelchair or by bike

instead of their car.

SPA’s should require that projects are well
integrated with the bus network, have
safe active transportation connections
and are fully accessible. The federal
government should also ensure that this

requirement is assisted by the federal Active
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“BUT GETTING
PUBLIC TRANSIT
SYSTEMS

WILL
REQUIRE GETTING
PUBLIC TRANSIT
SYSTEMSINTO
THE BUSINESS OF
PROVIDING

TRANSPORTATION
SOLUTIONS.”

Transportation Fund by better considering
how that program can fund projects that
better integrate active transportation with
public transit networks. This should include
funding the full range of costs related to
bike-share programs managed by public
transit agencies and the installment of
secure bike parking facilities at public transit
hubs.
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Recommendation 3: Advance Equity Goals
With Public Transit

If made available, cities should use public
transit operating funding to adapt to post-
pandemic travel patterns by improving
travel options for non-commute trips, such
as shopping, visiting friends, accessing social
services or getting groceries. This will help
transit systems achieve greater financial
stability by reducing reliance on revenues
from one singular trip type: commuting to

9 to 5 jobs, while also benefiting the travel
patterns of equity-seeking groups at the
same time. Equity seeking groups tend to
make more non-work trips and trips outside
rush-hour peak periods when there is
currently the least amount of transit service
provided.

Existing public transit funding structures
have led to transit fare increases
consistently outpacing inflation, which works
against measures intended to encourage
sustainable travel behaviour through price
signals, like the tax on carbon. Cities should
be allowed to utilize operational funding

to reduce the fare cost burden on public
transit riders, and in particular, establish
discounted fares for those with low incomes.
This will help to send the right price signal
encouraging public transit use while making

transit more socially inclusive.

Federal operations funding can also address
significant regional inequities. Manitoba,
Saskatchewan and the Atlantic provinces



all have bus-based public transit systems
and per-capita transit service levels that

are far below the national average. Many
towns and cities in these regions have public
transit networks characterized by long and
meandering routes, extremely infrequent
service and short operating hours that might
not run past 10pm or at all on Sundays.
These regions would disproportionately
benefit from operations funding to add
more bus service and are currently hurt the
most by the federal government’s capital
bias.

People who are the most likely to use
public transit (disproportionately equity
seeking groups) must be able to afford to
live near it. To prevent ‘transit-oriented
displacement’, SPA’s should require
municipalities to have rent stabilization
and anti-displacement strategies such as
mandating the provision of replacement
units (with a right to return at the same
rent) and tenant relocation requirements
with financial assistance to find interim
accommodations and cover moving

expenses.

One of the primary barriers to building
public transit projects near dense areas
where it will be most productive are

land acquisition costs. This is why land
acquisition should be considered eligible for
federal capital funding, in particular if that
land is used for the development of non-
market housing near transit hubs. However,

to prevent this measure from inflating

land prices, this should be conditional

on a municipal strategy to mitigate land
speculation by proactively assembling
parcels of land for expropriation before the
public transit project is made public."™ This
may require changes in provincial legislation
to enable this.

Recommendation 4: Establish Zero
Emission Bus and Rolling Stock
Procurement Requirements

Federal capital funding should support

the transition to zero-emission public
transit vehicles, including buses and rail.
The federal government should shift from
funding one-off electrification projects and
procurements to making zero-emissions
public transit a core feature and requirement
of ongoing, permanent capital funding.
The federal government should establish
phased-in procurement requirements for

“THE FEDERAL
GOVERNMENT
SHOULD ESTABLISH

PROCUREMENT
REQUIREMENTS.”
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zero-emission public transit vehicles as
a condition for federal funding, similar
to Quebec’s requirement for only zero-
emission buses 2026 onwards.

This requirement should be flexible and
calibrated to the size of the community and
public transit system. It is highly important
that public transit systems do not receive
an ‘unfunded mandate’, and it is recognized
that zero-emissions public transit vehicles
cost more than diesel counterparts, and an
appropriate scaling up of funding will need
to accompany this policy. This is crucial,
because service expansion should not be in
competition with fleet electrification over
limited funds.

Modelling by Dunsky Energy + Climate
Advisors estimates that the cumulative
additional procurement costs associated
with phased-in Zero-Emission Bus
procurement requirements by 2035 would
be an additional $4.53 billion over and
above existing funding and financing
available under the Zero-Emission Transit
Fund (ZETF) and the Canada Infrastructure
Bank.

This does not include the costs associated
with zero-emission bus charging
infrastructure or potential garage space
expansions to accommodate the charging
infrastructure. This was not estimated as it is
highly local context dependent for individual
transit systems.
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Recommendation 5: Set Clear Mode Shift
and Vehicle Kilometres Travelled (VKT)
Reduction Targets

According to modelling conducted by
Dunsky Energy + Climate Advisors,
commissioned by Environmental Defence
and Equiterre, Canada can achieve a
doubling of public transit ridership from
2023 levels through the targeted policy
interventions outlined in this report. This
doubling includes a 91 per cent increase in
ridership induced by policy interventions
and includes projected baseline growth from
increasing population.

Achieving this would result in more than
doubling the percentage of trips taken by
transit Canada-wide from of 10 per cent

in 2019 to 22 per cent in 2035, with this
number growing to 47 percent of all trips
in the largest cities (Toronto, Montreal,
Vancouver) and 20 percent of all trips in
mid-sized cities like Winnipeg, Edmonton,
Quebec City, and Ottawa. Averaged across
these major cities, we see a transit mode
share of 33 per cent in 2035. Overall, this
also results in a 35 per cent reduction in
vehicle kilometres travelled when factoring

in benefits from increased housing density.

Based on this, we recommend that the
federal government adopt the target of
doubling public transit ridership from 2023
levels by 2035 and adopt a target to reduce
vehicle kilometres travelled by 35 per cent
by 2035 at the national level.



The federal government can accomplish this
by making transit funding agreements with
large cities conditional on municipalities
developing Sustainable Urban Mobility Plans
(SUMPs). Sustainable Urban Mobility Plans
(SUMPs) are the cornerstone of European
urban mobility policy.™ The European
Commission strongly recommends that
European towns and cities of all sizes
embrace the concept of SUMPs, and has
EU-funded resources, tools and guides for
their development and implementation that
Canada should adopt.”

The federal government can meet these
national targets by any number of
combinations of shifts in mode share within
cities across the country, depending on
how ridership growth is distributed. The
federal government should set minimum
expected mode shift targets in transit
funding agreements with large cities that
collectively add up to meeting the Canada-
wide target. As highlighted by the mode
share distributions in our model, this will
likely lean more heavily on large cities.
Growing ridership in the largest cities
comes at the lowest cost given that large
city public transit systems have the lowest
marginal operating cost per passenger due
to economies of scale and higher population
densities.™

Canada should also task Statistics Canada
with collecting an annual national household
travel survey to better track mode shares,

“ACCELERATE

10
BEGIN IN 2024."

in particular outside of major cities where
there are no local travel surveys that
currently exist and the only mode share
data that exists is for commuting. National
household travel surveys are currently
conducted by many of Canada’s peer
countries, including the United States, the
United Kingdom, New Zealand, France,
Germany, Spain, the Netherlands, Belgium,
Switzerland, Italy, Denmark, Sweden,
Norway, Finland and Israel. City-specific
targets should be monitored by more data-
rich local household travel surveys and
Infrastructure Canada should be willing to
fund the creation of local household travel
surveys in major cities where they do not
already exist.

Given pressing capital expansion needs,

we also recommend accelerating the start
date of the permanent public transit funding
program from 2026 to 2024.
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CONGLUSION:

BUILDING THE

COUNTRY WE DESERVE

Existing travel patterns are not the result of individual consumer
choices operating in a free market. It is not inherent to a
country’s culture. Rather, it is the outcome of a wide range of
mutually-reinforcing public policies.

People naturally gravitate towards what

is most convenient to them for meeting
their daily needs. Everything from what
travel modes the government chooses to
subsidize, to land use regulations covering
parking and housing density all matter in
how people make that final determination in

their travel choices. 120121122

These policy choices explain how many of
Canada’s peer countries have achieved far
better transportation outcomes, with far
higher shares of travel by walking, cycling or
public transit (sustainable mode share) than
Canada. Canada can learn from them, and
by changing our approach to public transit
policy we can achieve better outcomes for

our economy, improve social equity and
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deliver tangible results for the climate.

The Netherlands, lauded for its cycling
culture, did not achieve nearly one third of
all travel in the country being made by bike
because there is ‘'something in their water.’

It happened because of policy changes as a
result of a politically active social movement.
Following the second world war, like many
Western countries, the Netherlands was
rapidly motorizing and greater numbers
began adopting the car. From 1950 to 1970,
the share of travel by bike dropped from
80 per cent to 20 per cent. Streets were
choked with traffic, and that traffic led

to unprecedented numbers of pedestrian
deaths, including of children. Thus began

a movement with a simple slogan: Stop de



Kindermoord (“stop the child murder”).’??
The Dutch Cyclist’s Union was formed,

and organized rallies where large numbers
of cyclists would take over particularly
dangerous streets, or engage in direct
action by illegally painting bike lanes under
cover of night. Over time, this influenced
significant policy changes over the 1980s
that led to the Netherlands becoming the
cycling nation that we know today - and has
cut traffic fatalities by 90 per cent.’**

Lo,

Typically, shifting travel behaviour simply
comes down to making public transit
affordable, reliable and convenient, ensuring
it well serves places where people live

and destinations people want to go, while
making car travel less convenient and more
expensive.” This has been a successful
formula everywhere it has been applied,
including in developed, wealthy countries
with high per-capita incomes.

Stop de Kindermoord campaigners visit Amsterdam’s House of Representatives in 1972, a year after more

than 400 children were killed in traffic accidents.

Photograph: Fotocollectie Anefo/Society for the Nationaal Archief

63



Since 1990, the share of trips made within
the city of Paris by car has fallen by 45 per
cent, the share of trips by public transit
has increased by 30 per cent and the share
of trips made by cycling has increased
tenfold. At the same time, Paris has seen

a significant decline in traffic fatalities -
roughly a 40 per cent drop since 2010.%¢
This has been made possible by a concerted
effort by successive local governments
working to expand public transit while
reallocating city space away from cars and

towards places for people.’?”

The city of Tokyo, Japan has managed to
reduce its mode share of car trips down to a
stunningly low 12 per cent. Instead, the city’s
metro system carries 3.9 billion passenger
trips every year, the highest in the world."?®
In Japan, highway tolls are the highest in
the world (22 USD for every 100 kilometers
on average), and in urban areas, residents
cannot own a car unless they can obtain

a Shako Shomeisho,”® a special certificate
proving that they own a dedicated parking
space. In Japan, overnight parking on the
street has been illegal since 1957.

The city of Madrid, Spain has one of the
most extensive public transit rail networks
in the world, with 242 stations and 179 miles
of track. Between 1995 and 2003, a short

8 year period - there was a massive boom
in the pace of subway construction - 90.5
miles of heavy rail infrastructure within the
span of two election cycles. For reference,

6L

the current size of the entire Toronto
subway network (lines 1-4), built between
1954 and 2002 is only 47.8 miles. Observers
have since called this rail transit building
program of unprecedented size, scope and
speed the ‘Madrid Miracle’.’®¢

It is possible to shift travel patterns in
wealthy developed countries like Canada
through policy choices, and it can be done
with urgency. Whether we approach it
from the angle of the climate crisis, from
the angle of the housing crisis, or from the
perspective of urban well-being, public
transit should no longer have to justify its
importance within communities across
the country. A major effort is necessary

to quickly build-up public transit systems
across the country so they can be a real
alternative to the car. This must be done
quickly, due to the urgency of the climate
crisis, but also to ensure the financial
sustainability and continued resilience of
public transit systems.

This necessarily means adopting a ‘decide
and provide’ approach that both can make a
real tangible difference in local communities
across the country in the level and quality
of service provided, but also enable public
transit systems to adapt to new travel
patterns while delivering more equitable
service for everyone. This is the best path to
respond to the slump in ridership following
the pandemic and stop service cuts and the
ensuing ‘downward spiral’ in its tracks. As



this report outlines - we cannot make the
same mistakes from our own history and
the history of our peer countries and let this
happen again.

There is no reason why a rich and developed
country like Canada cannot provide such
fundamental service as fast, affordable,
convenient and reliable public transit to its
citizens. Canadians deserve no less than
what other rich and developed countries
have as basic ‘table stakes’ for participation
in society.

Examples from all over the world abound,
proving that it is possible to change the
face of mobility in our country. It will take
significant public investment, but we can
also learn from other countries to ensure
we can do it cost-effectively and deliver
real public value for money.”™ This report
aimed to provide governments (federal,
provincial and municipal) policy solutions to
make these changes. We hope they have the
courage to follow them.

Together, we can build the country we
deserve.

“ITISPOSSIBLE
10

LIKE
CANADA
THROUGH POLIGY
CHOICES, ANDIT
CAN BE DONE WITH
URGENCY.”

The technical companion report by
Dunsky Energy + Climate Adyvisors
and Leading Mobility can be

found on Environmental Defence’s
Website:

https://environmentaldefence.

ca/report/putting-wheels-on-the-

bus-public-transit-policy-to-meet-

canada-climate-goals
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ADDENDUM 1: COST
TO GOVERNMENT
ESTIMATE

Modelled Policies, Fiscal Cost to Government Estimate Table

OPEX Net Cost to Bus Electrification Federal Share (40%)

Government (Procurement)

2024 $2,4245M $38.0 M $985.0 M

2025 $3,9351M $117.0 M $1,620.8 M
2026 $5,279.0 M $370.0 M $2,259.6 M
2027 $6,377.0 M $468.0 M $2,738.0 M
2028 $7,403.3 M $383.0 M $3,114.5 M

2029 $8,065.2 M $449.0 M $3,405.7 M
2030 $8,5745M $515.0 M $3,635.8 M
2031 $8,914.6 M $514.0 M $3,771.4 M
2032 $9,193.1M $513.0 M $3,882.4 M
2033 $9,423.6 M $513.0 M $3,974.6 M
2034 $9,490.8 M $327.0M $3,9271M
2035 $9,461.4 M $326.0 M $3,915.0 M
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British

Columbia

Quebec

Atlantic

2024 $2201M $184.8 M
2025 $362.3 M $3041M
2026 $505.0 M $424.0 M
2027 $611.9 M $513.8 M
2028 $696.1 M $584.4 M
2029 $761.2 M $639.1M
2030 $8126 M $682.3 M
2031 $8429 M $707.7 M
2032 $867.7 M $728.5 M
2033 $888.3 M $745.8 M
2034 $877.7 M $736.9 M
2035 $875.0 M $734.6 M

$630.9 M $4211M $19.2 M
$1,038.1M $692.9 M $31.6 M
$1,447.3 M $966.0 M $441M
$1,753.7 M $1,170.5 M $53.4 M
$1,994.8 M $1,331.5 M $60.7 M
$2,181.3 M $1,4559 M $66.4 M
$2,328.7 M $1,554.3 M $709 M
$2,415.6 M $1,612.3 M $73.5M
$2,486.7 M $1,659.7 M $75.7 M
$2,5458 M $1,699.2 M $77.5M
$2,515.3 M $1,678.8 M $76.6 M
$2,507.5M $1,673.6 M $76.3 M

Costing Note:

OPEX net cost to Government is calculated
by taking the total additional operating
expenditures calculated by Dunsky Energy
+ Climate Advisors, which does not account
for additional passenger revenues from
ridership growth, and subtracting the
passenger revenues expected from the
increase in ridership in the model scenario.
Expected passenger revenues are based on
the average fare revenue for each additional

passenger based on their segment,

multiplied by the additional ridership for
that segment. Average fares are based on
total passenger revenues divided by total
ridership, which accounts for discounted
fares for seniors, children, low income, etc
and represents the typical marginal revenue

increase from each additional rider.

The average fare in 2022 was $2.52 for
segment 1, $2.03 for segment 2, and $1.61
for segment 3. It is not adjusted annually for
inflation.
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The cost for bus electrification was
calculated by Dunsky Energy + Climate
Advisors and the methodology is covered
in the technical companion report. It only
includes additional procurement costs

and does not include the additional costs
associated with charging infrastructure or
garage expansions or upgrades associated
with bus fleet electrification projects.

Federal funding share is calculated by
taking 40% of the OPEX cost and bus
electrification cost, assuming the federal
government would take a 40% share of
spending similar to existing commitments
on capital funding. The remaining 60% is
assigned to provinces, who may or may
not require a municipal share. Ideally,
municipal cost share requirements should
come with new revenue tools to support it,
and may vary by province. This remaining
60% is divided by region based on 2019
share of national ridership, as reported to
the Canadian Urban Transit Association.
These shares are 42.7% in Ontario, 28.5%
in Quebec, 14.9% in British Columbia, 12.5%
among the Prairie provinces (Alberta,
Saskatchewan and Manitoba), and 1.3%
among the Atlantic provinces (New
Brunswick, Nova Scotia, Prince Edward
Island, Newfoundland and Labrador).

We assume that much of the service
expansion can be delivered with existing
capital assets by using excess spare
capacity and adding service during off-
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peak periods when existing capital assets
are not being utilized at full capacity. We
also assume that the existing $3 billion per
year permanent transit funding commitment
from the federal government (and matched
by provinces) is used towards capital
expansion necessary to deliver the added
operating service hours.

Given the high variability of specific capital
projects, there is no specific elasticity
between capital expenditure and service
output that could be used at a national level
for this study.
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