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WHAT ARE CITY CHARTERS?
 
With the province’s stated plan to introduce ‘city charter’ 
legislation, Albertans should be aware what such charters could 
potentially mean for transparency, the power of politicians, and 
for taxpayers’ pocketbooks. Accordingly, this report outlines what 
city charters are, examines their potential impact on taxpayers, and 
discusses how a taxpayer-friendly charter could be designed.

City charters are, in essence, ‘city constitutions’ created by 
provinces, the level of government that is constitutionally 
responsible for cities in Canada. One author describes charters 
as institutional arrangements - a collection of rules that require, 
permit, or prohibit actions by city governments. 
 
A city charter allows for more powers to accrue to a city where 
existing powers are considered, by some, as limiting for the 
governance of a city. City charters are often sought for that reason. 
They are also often sought for the potential they bring to levy tax 
new taxes in addition to existing ones. In Alberta at present, for 
example, cities can levy property taxes but not a sales tax. 
 

THE ALBERTA CONTEXT 

Calls for new charter powers by municipal politicians, and others, 
are often based on only a partial look at civic finances that only 
considers the revenue side. This, however, omits the other critical 
part of civic budgets, expenditures, both operating and capital. As 
noted in a succession of recent reports, this one-sided focus has 
distorted the reality of municipal finances in Alberta: 

• In 2013, the Canadian Federation of Business (CFIB)    
 chronicled how if the City of Calgary had held increases   
 in operating spending between 2000-2011 to just population  
 growth and inflation it would have spent $1 billion less in   
 2011 than it actually did. Over the entire 11-year period, this   
 spending beyond population growth and inflation amounted  
 to an extra $5.4 billion, or $20,922 per Calgary family of four  
 (Gormanns, N. 2013).
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• As to where the increased tax dollars have gone, in 2015, the  
 CFIB found that municipal workers in Calgary earned    
 salaries that were 7.6% higher than privates sector equivalents,  
 and that once non-salary benefits were added to the    
 calculation, the premium for working in the municipal    
 government sector rose to 18.7% (CFIB 2015).

• In a 2013 study, this author and a pension actuary expert,   
 Gordon Lang, found unreformed government union pension  
 plans in the province had become increasingly costly for   
 taxpayers. In the case of the Local Authorities Pension    
 Plan (LAPP), into which cities in Alberta pay on behalf of   
 (and in addition to) local government employees, pension   
 contribution rates as a percentage of employee earnings1   
 more than doubled between 2000 and 2012 - with no    
 attention given to reforming the benefits side of the plan   
 (Milke, M., & Lang, G. 2013).

• In 2015, the Fraser Institute compared employees’     
 compensation premiums in the government and private   
 sectors. The think tank found an average 6.9% wage premium,  
 not including benefits, in public sector salaries at the    
 provincial and municipal level in Alberta (Clemens, J. et al.   
 2015). 

As the various reports indicate, there has been an absence of 
reform on the spending side of municipal finances, even as many 
city politicians and academics lobby for substantial city charters 
and the higher revenues (i.e. higher fees and taxes) they would 
bring.

CITY CHARTERS ARE NO PANACEA

The drive for increased city powers via city charters is not 
new. Many American cities have such charters, and this has not 
prevented financial troubles. Instead, the ability of American

1 Contribution rates are usually measured as a percentage of salary up to Yearly Maximum 
Pensionable Earnings (YMPE), and then as a separate percentage above that level.
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cities with charters to borrow and tax more has arguably led to a 
reduced focus on value-for-money budget reforms, eventually, to 
long-term fiscal problems. 
 
In 2012, the Manhattan Institute noted how this scenario unfolded 
in three California cities: San Bernardino, Stockton, and Vallejo. 
In those cities, poorly designed city charters led not only to 
political conflicts, but also poor fiscal outcomes, including “fiscal 
catastrophes” derived from high government union employees’ 
salaries and massive pensions based on those salaries. The three 
cities eventually declared bankruptcy.

The problem with the design of some city charters, therefore, is 
a self-enclosed loop where inflated costs drive up local taxes and 
local debt and thus prove unsustainable for local finances. More 
positive outcomes, however, can result from city charters, providing 
they place more power in the hands of voters, who can then 
control such charters, and their effects, more directly. 
 

TAXPAYER-FRIENDLY CITY CHARTERS: 
A DESIGN FOR ACCOUNTABILITY

In order to be truly ‘taxpayer friendly’, Alberta city charters would 
need to include voters as an integral part of both their initial design 
and any future reforms. In ‘broad strokes’, those constraints that 
exist for cities in provincial legislation should be replicated at the 
local level. Creating a city charter that eliminates restraints on city 
actions at the provincial level without including such constraints in 
charter cities would create an accountability gap.

The justification is straightforward: ‘constraint’ is simply another 
word for accountability, a necessary part of good governance. 
The potential for new or expanded local powers, such as taxation 
and financial powers, should thus be properly matched by local 
constraints on local government by local citizens.

Given the financial implications, potential Albertan city charters 
would be well advised to incorporate the following principles and 
practical policies:
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PRINCIPLE ONE: 
 

Voters have a right to informed consent
 

PRACTICAL POLICY ONE: 
 

A provincial referenda on proposed charter
 
 
Any provincial legislation that proposes introducing any city 
charter should first be subject to a referendum at the provincial 
level. This would be consistent with the spirit of the province’s 
existing Taxpayer Protection Act which requires a provincial 
referendum if a sales tax is to be introduced. Any additional powers 
given to cities that could lead to higher debt and additional taxing 
powers is a fundamental shift in the relationship between local 
voters and municipalities. If voters do indeed desire such powers 
for their cities, voters should be given the opportunity to support 
or, as the case may be, deny such new powers in a provincial 
referendum. 

PRINCIPLE TWO: 
 

Transparency and accountability are positive and useful ‘goods’ 
 
 

PRACTICAL POLICY TWO: 
 

Constraints on cities in existing provincial 
legislation should be replicated in any charter design

 
 
Any existing ‘constraints’, including requirements for transparency, 
should be duplicated at the local level and explicit in any charter 
legislation. For example, existing requirements for financial 
disclosure should be replicated in city charters. These requirements 
might appear self-evident, but they should be made explicit given 
how much of the academic literature proposes otherwise.
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PRINCIPLE THREE: 
 

Increased local political powers should 
be matched by increased local voter control 

 

PRACTICAL POLICY THREE: 
 

Local citizen-initiated referenda powers on any charter matter

 
Existing referendum and plebiscite requirements in the Alberta 
Municipal Act - that 10% of the current voters’ list be able to 
petition for a referendum - should be replicated in charter 
legislation. The reason for this is straightforward: properly 
designed, the right to citizen-initiated referenda is the tool that 
unlocks the toolbox for all other reforms, reforms that will be 
necessary on an ongoing basis given the dynamic nature of cities. 
In addition, these citizen-initiated referenda must be binding 
referenda, as opposed to non-binding plebiscites, if local voter 
control is to have any real-world effect. 
 
With the understanding of the need to match any increase in city 
powers via city charters with concurrent enhanced accountability, 
it should be noted that Alberta’s existing Municipal Government 
Act is fully capable of amendment by the province. Amendments 
to that Act could provide maximum local flexibility for matters 
such as bylaw creation and enhanced democratic accountability. 
Nonetheless, should the province introduce charters for cities, 
as it indeed plans to do, the principles of informed consent, 
transparency, and accountability, not to mention matching any 
increased political powers with increased local voter control, are 
paramount to any citizen-friendly city charter design.
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CONCLUSION
 
In summary, the problem with the design of many city charters 
is that they tend to create a self-enclosed loop where municipal 
spending is not restrained in any meaningful way. What follows 
are ever-higher debt and newer and higher local taxes, which can 
result in unaffordable burdens on local taxpayers and unsustainable 
municipal finances. However, more positive outcomes can result 
from city charters, providing they place more power in the hands 
of voters, who then can control such charters and their possible 
outcomes more directly.

If the province of Alberta decides to create legislation for city 
charters with new city powers, citizen involvement in lawmaking 
is essential. Citizen-initiated referenda, that have the potential 
to counter new city powers, are thus advisable as a necessary 
part of any solidly designed city charter. It would be a minimum 
requirement to ensure a civic government that is accountable and 
affordable for all.
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“MORE POSITIVE 
OUTCOMES CAN RESULT 
FROM CITY CHARTERS, 
PROVIDING THEY 
PLACE MORE POWER 
IN THE HANDS 
OF VOTERS”
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II. INTRODUCTION
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THE PURPOSE OF THIS STUDY: 
CITIES AND CITY CHARTERS

Ever since the Industrial Revolution allowed for the mechanization 
of much farm work and the concurrent entrepreneurialism and 
revolution in goods and services that could be produced elsewhere 
(i.e. in urban areas), the proportion of the general population that 
lives in cities has increased dramatically. 
 
Canada, in various pre-and post-Confederation incarnations, has 
been no exception to this two-century, worldwide trend. In 1851, just 
13%, or 318,079 of the country’s population of 2.4 million, lived in 
cities; as of 2011, out of 33.5 million people, over 27.1 million, or 81% 
of the population, lived in an urban centre (Statistics Canada 2011/
Figure 1). 
 

FIGURE 1 
CANADA: RURAL-URBAN POPULATION - 1851 TO 2011 - IN %

1851: 13%

2011: 81%
1851: 87%

2011: 19%
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Even after Confederation in 1867, just 19% of the population, in 
the nearest census year (1871), lived in a town or city. With most 
Canadians living in rural areas, little attention was given to cities, 
including, unsurprisingly, constitutional possibilities. 
 
This report then will analyze city charters in the following manner: 
 
•  What is the constitutional basis in Canada (including Alberta)  
 for cities? 

• A description of city charters and the origins of, and advocacy  
 for, the same; 

• The question of self-interest in those who advocate for such  
 charters (i.e. local politicians, civil servants, and government  
 employees’ unions); 

• City charters as ‘revenue raising’ tools; 

• The complaint from some in the literature, and in local    
 government, about the unfair ‘constraints’ they face in the   
 current system; 

• A specific look at the Alberta drive for charters; 

• City charters in the context of local accountability and citizen  
 participation, as those most affected by city charters are local  
 taxpayers; and 

• What it would take to make a city charter taxpayer-friendly?
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“WHAT WOULD IT TAKE 
TO MAKE A CITY 
CHARTER TAX-PAYER 
FRIENDLY?”
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III. TAXPAYER-FRIENDLY
CITY CHARTERS
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CANADA: 
A BRIEF REVIEW OF CONSTITUTIONAL JURISDICTIONS

 
In Canada, villages, towns, and cities - any municipality - are the 
creation of provincial governments. This is due to the Constitution 
Act 1867 which reserves legislative powers exclusively to the federal 
government and to the provinces (Canada 2013, Sections 91 & 92). 
In Alberta then, as in every other province, municipalities have 
no constitutional standing. They are the creation of the province 
and thus their power to tax, expend public monies, and perform 
other duties that citizens associate with municipalities are derived 
from relevant provincial legislation. In Alberta’s case, the relevant 
legislation is the Municipal Government Act (Alberta 2015).

A provincial government can thus ‘design’ cities in any number 
of ways. For example, a province can force amalgamation on 
cities as happened in British Columbia in the early 1970s and 
in Ontario in the late 1990s; a province can also create another 
layer of governance that allows/requires cities to cooperate in 
some fashion. Metro Vancouver is an example of such a body 
where cross-boundary matters such as transportation and others 
are dealt with by a cooperative/supra-city body that allows for 
coordination among municipalities.

“MUNICIPALITIES HAVE 
NO CONSTITUTIONAL 
STANDING. THEY ARE 
THE CREATION 
OF THE PROVINCE”
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THE CITY CHARTER: 
WHAT IS IT?

 
Another way the ‘design’ of a city can vary is in the powers 
allotted to it. This can be in isolation where a city-state exists, e.g. 
Singapore, or where another level of government is responsible for 
city powers. Such designs can therefore be as restrictive, or provide 
as much latitude, to lower levels of government as desired.

The literature on city charters is extensive and will not be reviewed 
in full here as the concept is mostly straightforward: a city charter 
allows for more powers to accrue to a city where existing powers 
are considered (by some) as limiting for the governance of a city. 
City charters are often sought for that reason and also for the 
potential they bring to levy tax new taxes in addition to existing 
ones.2

Beyond that very general description, some elucidation is 
helpful to understand the possibilities and perils of city charters 
for Canadians. City charters are in essence city ‘constitutions’ 
(Ostrom, V. 1976, 1982, 1991; Maser, S.M. 1998; Oakerson, R.J & 
Parks, R.B. 1989). While the reference to a constitution does not 
imply constitutional powers for reasons noted in the previous 
constitutional elaboration, the powers granted to a city by higher 
levels of government are framed in such a manner as to give 
citizens some sense of what charters are all about. Elinor Ostrom 
also describes charters as institutional arrangements, i.e., a 
collection of rules that require, permit, or prohibit actions by city 
governments (Ostrom, E. 1986).
 
Thus the word ‘constitution’ gives the public a sense of what 
those who use the language vis-à-vis cities mean: a document 
that, regardless of its actual constitutional power, at a minimum 
describes the actual delegated and functional powers granted by 
the province. Although no municipality in Alberta currently has a 
city charter, the Municipal Government Act does provide for their 
creation (Alberta 2000).

2 For example, in Alberta at present, cities can levy property taxes but not a sales tax.
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CITY CHARTERS: 
THEIR ORIGINS, ADVOCATES, AND ARGUMENTS

Advocates for city charters in Canada point to a number of reasons 
why city charters are increasingly sought. Joseph Garcea points 
to the ‘new localism’ movement which “values and advocates the 
enhancement of local control in matters related to governance and 
management” (Garcea, J. 2014, 83). The thinking here is that local 
residents, agencies, and governments should have more control 
over matters, in effect a normative claim that such people and 
institutions deserve more power (Corry, D. et al. 2004; Corry, D., & 
Stoker, G. 2002).

A second impetus for charters is the ‘global cities’ movement, 
whereby cities (and those who lead them obviously) should be 
seen as ‘players’ akin to federal and provincial/state governments 
(Bell, D. & de Shalit, A. 2011; Broadbent, A. 2008). Alison Smith and 
Zachary Spicer touch on this justification when they argue in their 
survey of the academic literature that “most agree that our largest 
cities operate within a very restrictive legislative frameworks” 
(Smith, A., & Spicer, Z. 2015, 2) - by which they mean a limit on 
various powers such as additional powers to tax, among others, 
with the assumption being, of course, that such restrictions are ipso 
facto undesirable.

The third impetus is what Garcea characterizes, somewhat 
sloppily, as the ostensible “neo-conservative/neo-liberal drive for 
hollowing out the national and provincial states by any means, 
including by delegating governance and management functions 
to local governments” (Garcea, J. 2014, 83; Brouillet, E. 2011).3 More 
sympathetically though, and without the characterization provided 
by Garcea, this promotion of subsidiarity and decentralization was 
based on the notion that local policy and local decision-making 
simply makes more sense when designed locally than when done 
so by a more distant government.

3 The sloppiness exists because the choice of language reflects a caricature of the limited 
government position, a caricature which often emanates from academics who do not 
study taxation policy and the effect on private sector incentives.
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SELF-INTEREST AND CITY CHARTERS
 
Another reason why city charters have arisen in public policy 
discussions is straightforward enough and will be recognized by 
those with a background in political science and/or a rudimentary 
understanding of politics and political motivations. That is, the 
existence of individuals and groups that stand to benefit from the 
potential financial aspect of city charters. The list includes local 
politicians who believe existing tax revenues (including transfers of 
tax dollars from senior levels of government) are inadequate, civic 
unions who assert the same, and associations that more formally 
represent the previous two cohorts (i.e. provincial and federal 
municipal organizations composed of representatives from city 
councils and city civil service staff, as well as provincial and national 
union organizations that have a stake in municipal employment).

Examples of such self-interest are not difficult to find. As Garcea 
notes: 

The genesis of the cities empowerment movement in Canada 
is evident in several policy papers, resolutions and statutes 
produced in the 1980s and 1990s. Many of those initiatives 
were rooted in concerns among city officials that they did not 
have sufficient authority and autonomy to govern efficiently 
and effectively….The calls from municipal associations and 
empowering and increasing the financial capacity of cities and 
other municipalities started in the early 1980s and intensified in 
subsequent decades (emphasis added) (Garcea, J. 2014, 84).

 

The author then points out:
 

The Federation of Canadian Municipalities (FCM) and the 
provincial municipal associations have been very instrumental 
in calling for key reforms [producing] a plethora of reports and 
position papers and engaged in extensive lobbying efforts in 
advancing those goals during that period [and] a substantial 
number since then, all calling for reforms not only to the

“

“

”
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powers and finances of cities, but also to their constitutional 
status... (Garcea, J. 2014, 84).

 
Further, in his review of existing city charters and separate city acts 
across Canada,4 Garcea finds that regardless of the exact format 
of a charter, a combination of symbolic and substantive powers 
usually results, including “enhanced roles and responsibilities and 
more authority and more autonomy” relative to other, usually 
smaller, municipalities. He notes reforms of the past two decades 
“focused primarily on expanding their roles and responsibilities as 
well as their authority and autonomy” (Garcia, J. 2014, 87 and 89). 
 
Smith and Spicer reviewed local autonomy across Canada in an 
attempt to account for it and quantify the concept. The authors 
define local autonomy as “the relationship between a city and other 
orders of government (and sometimes other sectors of society, 
such as a local economic or social groups as well).” Such entities 
then constitute “patterns of constraint” on cities and the ability of a 
city to govern itself (Smith, A., & Spicer, Z. 2015, 3).

The constraints imposed by provincial governments on cities are 
obvious and are derived from the already-noted constitutional 
reality that cities are the ‘creations’ of provincial governments and 
provincial legislation that circumscribes what city governments 
can, cannot, or must do. The more interesting and telling discussion 
occurs with the notion of constraints imposed by so-called 
economic or social groups. Ted Gurr and Desmond King note that 
local autonomy from economic and social groups can be limited 
by three conditions: first, “limits on the revenues which can be 
extracted from the local economy”; second, “resistance of local 
interests to the policies of the local state”; and third, the activities 
of locally based (or focused) political organizations and social 
movements which aim at reshaping the content of local policy or at 
thwarting its implementation” (Gurr, T., & King, D. 1987, 63-65).

4 Vancouver, Winnipeg, Toronto, Laval, Sherbrooke, Montreal, Quebec, Longueil, Gatineau, 
Ville de Levis, Halifax, Cape Breton, Queens, Charlottetown, Summerside, St. John’s, Mount 
Pearl, Cornerbook, (New Brunswick), and Saint John.

”
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THE TELL: 
CITY CHARTERS AND ‘REVENUE-RAISING’ TOOLS

 
The ‘constraints’ argument is worth noting as it contains a number 
of assumptions, the most revealing of which is that municipalities 
are unduly constrained in their present ability to raise revenues 
and finance debt. This explains the financial appeal of city charters 
to the civic politicians, local government, employees’ unions, and 
others who argue that cities are currently underfunded and need 
additional revenue (tax)-raising tools. 

Smith and Spicer are clear that in their quantitative measurements, 
higher civic spending and higher taxation will allow for a city to be 
ranked more ‘autonomous’. As they write, “Much like our indicator 
for expenditures, we consider higher local tax revenues in relation 
to provincial tax revenues as an indicator of increased autonomy.” 
The authors likewise categorize any limits and/or provincial and/or 
public approval for more borrowing as ‘negative’ for autonomy: 
 

Provincial capital borrowing approval, required public input 
prior to borrowing, limits placed upon capital borrowing, 
required advertisement prior to capital borrowing and a 
provincially-mandated capital plan… In total we consider fewer 
restrictions placed upon borrowing as an indicator of greater 
fiscal autonomy (Smith, A., & Spicer, Z. 2015, 9). 

 
Thus, unsurprisingly, proponents of city charters cite the British 
Columbia Municipal Charter, which gives wide-ranging powers 
to cities in that province, as one which contains such significant 
‘rights’ vis-à-vis the province, but which also contains a provision 
that emphasizes the need for cities to possess “adequate financial 
resources” (Smith, P., & Stewart, K. 2005).
 
Tellingly, where city charters/separate city acts were introduced 
or amended in the last few decades, civic officials did not feel 
the reforms went far enough, specifically in the area of granting 
additional taxation powers. As Garcea notes, “The prevailing view 
among interviewees, especially city officials, was that the scope of

“

”
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reforms was relatively limited or modest in providing cities with 
either increased authority and autonomy or increased protection 
against provincial fettering in exercising their powers…” (Garcea, J. 
2014, 90, 92). 
 
Perhaps expectedly, Garcea identifies the “shared view” among 
interviewees that further reform was needed in three additional 
areas: the configuration of statutory frameworks, the content of 
those frameworks, and the financial frameworks. In those statutory 
frameworks, Garcea notes how interviewees in Alberta and 
Manitoba in particular desired “more authority and more autonomy 
in taxation (e.g., hotel taxes for visitors), user fees, licensing fees, 
and property assessment” (Garcea, J. 2014, 95, 97).

The city officials interviewed also preferred fewer ‘fetters’ and 
wanted to reduce provincially imposed regulatory requirements 
in the following areas: approval of (city) utilities rate increases 
by provincial utilities boards, public information and public 
consultation sessions for development plans and financing plans 
for capital projects [emphasis added] and provincial approval 
related to the development and financing plans for capital 
projects. In addition, Garcea found that the “prevailing view among 
interviewees was that the most significant reforms still needed 
within and beyond the statutory framework are related to municipal 
financing rather than municipal bylaw-making or regulatory and 
enforcement powers” (Garcea, J. 2014, 97-98). 
 

CITIES IN PURSUIT OF CHARTERS - 
AND MORE TAXING POWERS

 
Garcea also found that interviewees noted how cities and other 
municipalities seek “more powers not only in tax fields occupied 
by federal and provincial governments,” including sales taxes, 
gasoline taxes, and resource royalties, “but potentially in tax fields 
not occupied by those governments,” including development and 
services fees (beyond existing norms), visitor taxes on hotels, and 
additional user fees for recreational facilities. 
 
The cities’ respondents also hope senior levels of government
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would share revenues, taxes, and cost-share in more areas. He 
writes that “interviewees also noted the widespread support 
among cities and other municipalities for increased revenue-
generating capacity through three means.” They are: 

• Reforms to existing revenue-sharing practices, e.g., provincial  
 and federal transferring of more or new money from gas   
 taxes, sales taxes, resource royalties, and other tax and   
 royalty streams that now accrue usually only to senior levels of  
 government; 

• Generation of revenues whereby individual municipalities   
 would impose their own level of taxation within their own   
 boundaries; and 

• Cost-sharing through block funding. 

In addition to what the above responses reveal about civic 
political and civil servant priorities, consider Garcea’s summary. It 
provides one indication of the preferences such officials possess 
for hoped-for city charters and should be viewed in the light of 
potential tax powers and increases for cities: 
 

Interviewees made it clear that while municipal officials remain 
open to all of these types of regimes for increasing their fiscal 
capacity, their preference continues to be for regimes that 
maximize the amount, predictability, and stability of funds and 
that minimize the number of provincial and federal conditions 
and discretion in determining the purpose and level of funding 
(emphasis added) (Garcea, J. 2014, 98). 
 

The cities’ respondents to Garcea’s work leave little doubt that 
many of those currently managing cities feel there are unfair 
constraints on their freedom to implement additional taxation 
at the local level. In plain language, for the academics, local 
politicians,and local government employees’ unions who favour city 
charters, the desire to more easily incur civic debt and to institute 
new taxes is a significant reason for their pursuit of the charter

“

”
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model. The city officials interviewed by Garcea felt it unreasonable 
to have any fetters applied to their ability to implement new modes 
of taxation, raise more debt, and expend more; indeed, it is this 
constraint from which they seek to be freed. 
 

CONSTRAINTS: 
THEIR VALUE IS IN THE EYE OF THE SPECIFIC BEHOLDER

 
Such complaints can thus be viewed from that one perspective 
- that of a city politician, city manager, other civil servants, and 
academics sympathetic to the notion that cities are ‘constrained’. 
A useful example of the dislike of constraints, by any entity, is 
found in Smith and Spicer who lament how even cities with 
quasi-strong city charters with a cornucopia of new tax possibilities 
do not always take advantage of the opportunity. They note the 
2006 City of Toronto Act as an example: 

Thinking only of the increased fiscal powers, the Act grants 
the city additional revenue raising tools, only some of which 
have been implemented, namely the land transfer tax and the 
vehicle registration tax. Some have been ended…and a variety 
of others, such as local alcohol and tobacco tax, have not been 
utilized. At least in this case, we can conclude that measures 
designed to increase local autonomy requires initiative on 
two parts: provincial initiative to grant increased municipal 
autonomy and municipal initiative to utilize it (Smith, A., & 
Spicer, Z. 2015, 15).

 
Thus the dominant view expressed in the academic literature, from 
city and provincial officials in the case of the Garcea survey, is 
that city charters are: first, ipso facto desirable; second, desirable 
with as little constraint (if any) from senior levels of government; 
third, a lack of constraint is further desirable vis-à-vis the public on 
finances - at least as expressed by Smith and Spicer; and fourth, 
that the main hope of city charters is for cities to be freed from 
existing budget constraints as they relate to taxation and debt 
financing.

“
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TWO TAXPAYER PROBLEMS WITH CITY CHARTERS: 
A LACK OF ACCOUNTABILITY AND POOR FISCAL OUTCOMES

 
The drive for increased city powers via city charters is not 
new. Many American cities have such charters and this has not 
prevented financial troubles. Arguably, the ability of American cities 
with charters to borrow and tax more has led to a reduced focus 
on value-for-money budget reform and, eventually, fiscal problems.

The academic and political advocates for city charters overlook the 
real-world temptations that accompany city charters - how local 
officials will face even fewer, if any, constraints on spending due 
to an increased ability to tax and borrow, and how that can make 
city services burdensome and unaffordable for taxpayers and, in 
the worst-case scenario, lead to heavily indebted cities that later 
default on their fiscal obligations. 

New York City’s Manhattan Institute has noted how this scenario 
unfolded in three California cities: San Bernardino, Stockton, 
and Vallejo. The study’s author recounts how a poorly designed, 
dysfunctional city charter in San Bernardino led not only to political 
conflicts, but also poor fiscal outcomes: 

 
The charter is also to blame for San Bernardino’s fiscal 
catastrophe. The primary drivers of the city’s bankruptcy 
are the high salaries, and massive pensions based on those 
salaries, that the city pays its public employees. And the 
charter contains a provision that ties police and firefighter 
salaries to salaries offered by wealthier cities like Huntington 
Beach and Thousand Oaks.

San Bernardino is not the first California city to declare 
bankruptcy, of course; Stockton and Vallejo preceded it. All 
three are charter cities, rather than general-law cities. The 
distinction is important. General-law cities are governed 
according to guidelines established by the state government, 
including restrictions on mayoral discretion and limits to city 
workers’ salaries. Charter cities, by contrast, are governed 
according to their own charters - a system that carries with it

“
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some drawbacks, notably in the realm of public salaries 
of public salaries (Rozansky, J. 2012). 

The author of the critique offers up the possibility that just as a 
city charter can lead to this outcome - a self-enclosed loop where 
inflated costs drive up local taxes and local debt and eventually 
to a default in the case of those three cities - so too can it result 
in a more positive outcome, providing it places more power in the 
hands of voters. 
 
With just a little intellectual imagination, however, these constraints 
that are complained about in the academic literature and by local 
politicians can be seen as positive ‘fetters’, especially if tied to 
public approval. Constraints on the ability of a local government 
to impose and raise taxes, or a requirement that a city advertise 
additional proposed borrowing to the public, or a requirement that 
a city place new taxing powers/higher tax rates to a referendum or 
a plebiscite are all reasonable constraints on local government that 
protect the public who must pay not only for local spending but 
also at the provincial and federal levels.
 

BACK TO THE ALBERTA DRIVE FOR CHARTERS: 
AUMA AND ALBERTA’S MAYORS 

 
Past and present mayors in Calgary and Edmonton have expressed 
support for city charters. In 2007, the mayors of Calgary and 
Edmonton and the heads of Alberta Urban Municipalities 
Association (AUMA) and the Alberta Association of Municipal 
Districts and Counties (AAMD&C) requested additional taxation 
powers, amongst other items (Alberta 2007, 13-14). 
 
More recently the current Mayors of Alberta’s largest cities, Naheed 
Nenshi and Don Iveson, have remarked on the desirability of such 
charters, and the Alberta Urban Municipalities Association (AUMA) 
has also been supportive of the concept.

”
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“WITH JUST A 
LITTLE INTELLECTUAL 
IMAGINATION, 
HOWEVER, THESE 
CONSTRAINTS ... CAN 
BE SEEN AS POSITIVE”
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FIRST THINGS FIRST: 
THE NEED FOR SPENDING REFORM

 
One way to measure whether city politicians and the AUMA have 
considered spending reform before advocating for city charters 
and the possible new tax powers that such provincial charter 
legislation may bring, is to consider the expenditure aspect of 
municipal finances and possibilities for reform. This is critical given 
that compensation and benefit costs can constitute a significant 
portion of municipal expenses. In Calgary, for example, they 
account for 55.7% of municipal operating expenses (Walters and 
Dunfield 2010, 3-4). Alas, there appears to be little progress or 
appetite for reforming expenditures in Alberta.

Calls for new charter powers by municipal politicians, and others, 
are often based on only a partial look at civic finances that only 
considers the revenue side. This, however, omits the other critical 
part of civic budgets, expenditures, both operating and capital. As 
noted in a succession of recent reports, this one-sided focus has 
distorted the reality of municipal finances in Alberta: 

• In 2013, the Canadian Federation of Business (CFIB)    
 chronicled how if the City of Calgary had held increases   
 in operating spending between 2000-2011 to just population  
 growth and inflation it would have spent $1 billion less in   
 2011 than it actually did. Over the entire 11-year period, this   
 spending beyond population growth and inflation amounted  
 to an extra $5.4 billion, or $20,922 per Calgary family of four  
 (Gormanns, N. 2013). 
 
• As to where the increased tax dollars have gone, in 2015, the  
 CFIB found that municipal workers in Calgary earned    
 salaries that were 7.6% higher than privates sector equivalents,  
 and that once non-salary benefits were added to the    
 calculation, the premium for working in the municipal    
 government sector rose to 18.7% (CFIB 2015).

• In a 2013 study, this author and a pension actuary expert,   
 Gordon Lang, found unreformed government union pension  
 plans in the province had become increasingly costly for
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 taxpayers. In the case of the Local Authorities Pension    
 Plan (LAPP), into which cities in Alberta pay on behalf of   
 (and in addition to) local government employees, pension   
 contribution rates as a percentage of employee earnings5 more  
 than doubled between 2000 and 2012 - with no attention   
 given to reforming the benefits side of the plan (Milke, M., &  
 Lang, G. 2013).

• In 2015, the Fraser Institute compared employees’     
 compensation premiums in the government and private   
 sectors. The think tank found an average 6.9% wage premium,  
 not including benefits, in public sector salaries at the    
 provincial and municipal level in Alberta (Clemens, J. et al.   
 2015). 
 
Moreover, reform of government sector compensation and 
pensions seems to be little considered. For example, Calgary’s 
Mayor Naheed Nenshi has resisted any substantive reform of civic 
spending. In May 2014, when the then provincial government was 
attempting to reform provincial government sector pension plans, 
including the Local Authority Pension Plan into which the City of 
Calgary pays as an employer, Mayor Nenshi wrote an open letter 
to Premier Dave Hancock complaining that the city had not been 
adequately consulted. The mayor thus opposed proposed pension 
reform. While careful to state that “we are not opposed to public 
sector pension reform,” (Nenshi, N. 2014), the mayor and Calgary 
City Council have never since offered an alternative reform plan.

The absence of any such reform does not bolster the rhetorical 
claim by the mayor. Instead, the reports on municipal expenditures 
by various organizations demonstrate that in the absence of 
reform on the spending side of municipal finances, unfocused and 
unreformed spending leads straight to municipal political advocacy 
for city charters with potentially new taxing powers.

5 Contribution rates are usually measured as a percentage of salary up to Yearly Maximum 
Pensionable Earnings (YMPE), and then as a separate percentage above that level.
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CHARTERS, LOCAL ACCOUNTABILITY 
AND CITIZEN PARTICIPATION

 
Clearly, the question of city charters cannot be separated from 
the larger questions of taxation matters and of accountability of 
governments to the voting public. 

This accountability, and assumptions about the necessity for 
transparency, accountability and the practical, institutional checks 
and balances in law and in the creation of constitutions, laws and 
processes that accomplish such ends, is deeply embedded in 
Canadian history. 
 
For example, divisions between political bodies and legal bodies 
(i.e., legislatures and courts), between levels of government, and in 
assigning and dividing responsibilities between them is encouraged 
in Canadian law. The Constitution Act 1867, for example, assigns 
certain rights and responsibilities to the provinces and others to the 
federal government. Governments themselves also recognize the 
need for checks and balances even within their own sphere, which 
is why independent bodies are accountable not to the government 
of the day, but to the entire Parliament or to the legislature. 
Auditors general are one example; they exist to guard against even 
the problems of concentrated power in democratically elected 
majority governments. 
 
Beyond such sensible and time-honoured responses to the 
temptations of concentrated power exists another option, one 
which enlists citizens directly in policymaking: referenda and 
plebiscites - the first usually being binding and the second 
advisory. 

Referenda are not foreign to Canada’s process of democratic 
accountability. In 1866, debates over the wisdom of the proposed 
amalgamation of British provinces into one country, Nova Scotia 
legislators parried arguments over the wisdom of such a grand 
change in governance. One member of the House of Assembly, 
Stewart Campbell, an opponent of the planned confederation, 
proposed a novel and, to some, radical idea to help settle the issue: 
let the people decide.
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In arguing for a referendum on Nova Scotia’s entry into 
Confederation, Campbell made an oft-overlooked point about the 
usefulness of referenda in helping to decide at least major matters 
of concern: they are meant to solicit the input of the very people 
who send legislators to their offices in the first place. Campbell 
chastised his fellow representatives for a lack of trust, faith, and 
respect in the very voters who sent the politicians, then debating, 
to that Assembly. Campbell was annoyed by the argument that the 
people’s opinions should not be sought and could not be trusted: 
 

Does it not come from those who ought to use language 
more respectful - language precisely the reverse - from the 
administration which the breath of the people has created? It 
comes from gentlemen who hold their offices by virtue of the 
popular voice, and yet the inhabitants of this country are to be 
told that they are incapable of pronouncing a judgment on this 
particular question (Ajzenstat, J. et al., 1999, 373-374). 

 
As Campbell asserted, and as citizens regularly discover, some 
politicians are not always enamoured of democracy even though it 
is the means by which they obtained their employment. 
 
Campbell spoke of what most people in liberal democracies assert 
they believe: the value of the individual as the necessary heart of a 
desirable, functioning democracy: “This is the people’s house; their 
interests must be the polar-star of every man’s actions here…” he 
said in response to those who opposed his call for a referendum. 
 
Campbell’s foundational point about the need to consult citizens 
on the major issues of the day was informed by a tradition that 
recognized the important principle of seeking public input and 
approval for major policy changes. 
 
Ironically, for the purpose of this paper, which is to analyze city 
charters, Campbell also responded to the notion that referenda 
were not “British practice.” He noted that there was already a 
precedent, a municipal corporation bill before the assembly and 
on which it was to be submitted “to every man to vote upon,

“
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favourably or otherwise” (Ajzenstat, J. et al., 1999, 374). 
 
Thus, if citizens in 1866 in Nova Scotia were thought wise enough 
to vote on a municipal bill that would affect city government, 
one might assume voters in Alberta today are competent as well. 
Likewise, it should be recalled that the very voters who place 
municipal politicians into office, and thus are assumed to display 
good judgment in selecting those who end up as mayor and 
councillors, should be assumed to have the same good judgment 
on questions in a civic referendum. It would be odd for such 
politicians to assume capability in the first instance and not in the 
second.

 
 

ALBERTANS AND REFERENDA
 
To find solutions to policy problems in any age, it is helpful to invite 
Albertans back into the policy and political process. One way to 
accomplish this is the resurrection of referenda legislation in any 
city charter. Referenda are not unknown in Alberta’s history, either. 
 
In March 1913, the Alberta legislature enacted the Direct Legislation 
Act. The Act stipulated that if 20% of voters signed a petition for an 
initiative to be implemented, the legislature was obligated to pass 
the petitioned measure or submit it to voters in the next general 
election. If voters passed the measure, it was to be enacted at the 
next sitting of the legislature (Boyer, P. 1992, 81-84). 
 
That resulted from a legal opinion proffered by the deputy attorney 
general. However, that opinion was based on a 1919 Privy Council 
decision as it concerned Manitoba’s legislation on direct democracy 
(that legislation attempted to bypass the legislature unlike Alberta’s 
1913 legislation). Among others, Boyer argues the 1958 action was 
constitutionally unnecessary. 
 
There are different opinions as to the constitutionality of the 1913 
law (amended three times). However, the Judicial Committee of the 
Privy Council ruled in 1922 on a related piece of legislation, the 
Liquor Act of 1916. The Liquor Act resulted from a 1915 vote which 
derived from an action of the legislature to solicit views from the
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public on prohibitions on alcohol, in line with Direct Legislation Act. 
 
Critically, the Privy Council upheld the 1916 Liquor Act as valid. 
Because the 1915 vote which led to the Liquor Act, and even 
those initiated under the 1913 law, did not directly pass a measure 
without the involvement of the legislature but instead obligated the 
legislature to pass a measure, constitutional lawyer Patrick Boyer 
notes that “In essence, the view of commentators is that the [Direct 
Legislation] Act was not unconstitutional because the expression 
of opinion by the voters did not alter the essential ingredients by 
which laws in Alberta were still enacted, namely, in the provincial 
legislature where they received three readings followed by royal 
assent” (Boyer, P. 1992, 81-84). 
 
In 1958, the Direct Legislation Act was repealed after a citizen 
inquired about the possibility of actually using it. 
 

SWISS-SENSIBLE REFERENDA
 
The critics and proponents of referenda would both be well advised 
to consider the example of Switzerland, where select cantons 
(provinces) experimented with referenda as early as the 1860s. In 
1869, citizens in Zurich created a new constitution based on direct 
democracy which, among other reforms, included the right to 
initiate referenda. In 1874, the revised Federal Constitution included 
the standardization of Swiss law and the nationwide introduction of 
the referendum as one tool of democratic discourse. 
 
At the federal level, As it applies to a federal law, the signatures 
of 50,000 Swiss are needed to guarantee a citizen-initiated 
referendum on an existing law or to propose a new law, while 
the signatures of 100,000 Swiss are needed to guarantee a 
citizen-initiated referendum to modify an existing constitutional 
amendment or propose a new constitutional amendment. A 
‘double majority’ is required for passage: the majority of Swiss 
voters and the majority of Switzerland’s 26 cantons must approve 
the proposed change and/or amendment for it to be successful. 
Referenda affecting only one canton require lower thresholds.
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Federally, the Swiss have voted on a wide variety of major issues 
including immigration levels, whether or not to join the United 
Nations, membership in the European Union, and whether or not to 
abolish the Swiss army. Thus Switzerland is a useful example of a 
decentralized, multicultural, multilingual federation (Italian, French, 
and German are the major Swiss ethnicities and languages) where 
citizens use referenda to settle minor and major policy questions or 
to “re-fight” them when desired. 

There is also one other advantage to referenda - they allow a 
jurisdiction to experiment with reforms. It is rare that entire systems 
of governing are wholly reformed in one attempt and it would likely 
not be wise for that to occur. Experimentation in careful steps - 
‘moderation in all things’ - is a preferable approach.
 

TAXPAYER-FRIENDLY CITY CHARTERS: 
A DESIGN FOR ACCOUNTABILITY

In order to be truly ‘taxpayer friendly’, Alberta city charters would 
need to include voters as an integral part of both their initial design 
and any future reforms. In ‘broad strokes’, those constraints that 
exist for cities in provincial legislation should be replicated at the 
local level. Creating a city charter that eliminates restraints on city 
actions at the provincial level without including such constraints in 
charter cities would create an accountability gap.

The justification is straightforward: ‘constraint’ is simply another 
word for accountability, a necessary part of good governance. 
The potential for new or expanded local powers, such as taxation 
and financial powers, should thus be properly matched by local 
constraints on local government by local citizens.

Given the financial implications, potential Albertan city charters 
would be well advised to incorporate the following principles and 
practical policies:
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PRINCIPLE ONE: 
 

Voters have a right to informed consent
 

PRACTICAL POLICY ONE: 
 

A provincial referenda on proposed charter
 
 
Any provincial legislation that proposes introducing any city 
charter should first be subject to a referendum at the provincial 
level. This would be consistent with the spirit of the province’s 
existing Taxpayer Protection Act which requires a provincial 
referendum if a sales tax is to be introduced. Any additional powers 
given to cities that could lead to higher debt and additional taxing 
powers is a fundamental shift in the relationship between local 
voters and municipalities. If voters do indeed desire such powers 
for their cities, voters should be given the opportunity to support 
or, as the case may be, deny such new powers in a provincial 
referendum. 

PRINCIPLE TWO: 
 

Transparency and accountability are positive and useful ‘goods’ 
 
 

PRACTICAL POLICY TWO: 
 

Constraints on cities in existing provincial 
legislation should be replicated in any charter design

 
 
Any existing ‘constraints’, including requirements for transparency, 
should be duplicated at the local level and explicit in any charter 
legislation. For example, existing requirements for financial 
disclosure should be replicated in city charters. These requirements 
might appear self-evident, but they should be made explicit given 
how much of the academic literature proposes otherwise.
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PRINCIPLE THREE: 
 

Increased local political powers should 
be matched by increased local voter control 

 

PRACTICAL POLICY THREE: 
 

Local citizen-initiated referenda powers on any charter matter

 
Existing referendum and plebiscite requirements in the Alberta 
Municipal Act - that 10% of the current voters’ list be able to 
petition for a referendum - should be replicated in charter 
legislation. The reason for this is straightforward: properly 
designed, the right to citizen-initiated referenda is the tool that 
unlocks the toolbox for all other reforms, reforms that will be 
necessary on an ongoing basis given the dynamic nature of cities. 
In addition, these citizen-initiated referenda must be binding 
referenda, as opposed to non-binding plebiscites, if local voter 
control is to have any real-world effect. 
 
With the understanding of the need to match any increase in city 
powers via city charters with concurrent enhanced accountability, 
it should be noted that Alberta’s existing Municipal Government 
Act is fully capable of amendment by the province. Amendments 
to that Act could provide maximum local flexibility for matters 
such as bylaw creation and enhanced democratic accountability. 
Nonetheless, should the province introduce charters for cities, 
as it indeed plans to do, the principles of informed consent, 
transparency, and accountability, not to mention matching any 
increased political powers with increased local voter control, are 
paramount to any citizen-friendly city charter design.
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IV. CONCLUSION
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Academic proponents and municipal politicians often assert that 
city charters have the theoretical potential to allow for some civic 
innovation by providing flexibility at the local level. However, much 
of the literature and much of the on-the-ground advocacy for city 
charters is clear in their end goal: enhancing the possibility for new 
revenues sources, i.e., new and higher taxes.

A call for new and higher taxes is not, by itself, inherently 
undesirable. If one was a resident of nineteenth century Great 
Britain and engaged in a war with France, or in modern-day 
Somalia with broken government services including a lack of 
security in the country, one might well make a wholly reasonable 
case for higher taxation - in the first case, the need to fight a war, 
and in the second, to rebuild basic services.

Nonetheless, modern-day Canadian cities fall neither into the 
category of wartime necessity nor of cities and states in relative 
chaos. In addition, there is little evidence that Alberta’s cities have 
demonstrated any great willingness to examine expenditures 
with a view to reform. They have instead allowed for growth in 
expenditures that often outpaces population growth and inflation.

In summary, the problem with the design of many city charters 
is that they tend to create a self-enclosed loop where municipal 
spending is not restrained in any meaningful way. What follows 
are ever-higher debt and newer and higher local taxes, which can 
result in unaffordable burdens on local taxpayers and unsustainable 
municipal finances. However, more positive outcomes can result 
from city charters, providing they place more power in the hands 
of voters, who then can control such charters and their possible 
outcomes more directly.

If the province of Alberta decides to create legislation for city 
charters with new city powers, citizen involvement in lawmaking 
is essential. Citizen-initiated referenda, that have the potential 
to counter new city powers, are thus advisable as a necessary 
part of any solidly designed city charter. It would be a minimum 
requirement to ensure a civic government that is accountable and 
affordable for all.
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