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Statement of Motivation

Canadian governments are about to embark on major transportation investments. How should policymakers 
decide how to allocate these staggering amounts of money? There is much talk that governments should 
invest in infrastructure as an economic stimulus. However, governments should ensure they are investing 
in the right projects with highest long-run returns, not necessarily the shovel-ready ones. The C.D. Howe 
Institute’s policy conference “Building the Future of Canada’s Transportation Infrastructure” looked at 
what process governments should undertake to determine their investment priorities.

The goal of the conference was to raise the level of debate, offer concrete policy recommendations to 
senior decision-makers, and ultimately light the way for positive policy impact on Canada’s transportation 
infrastructure investment decisions. The discussion, which focused on investment practices for both 
large and small projects, was held under the Chatham House Rule. The event was meant to spur further 
collaboration by identifying fundamental questions and facilitating discussion between parties and sectors 
who would otherwise not engage with each other. 

This report summarises the content of the discussions at the conference. As Canada embarks on a 
major infrastructure spending program, it is critical to get the business case process and design right. But 
policymakers must use them to ensure that the best projects go ahead - not to justify decisions they have 
already made. 

Governments at all levels should judiciously apply a business case to all major investments. Those 
business cases should first clearly define the strategic case that lays out a broad vision of the objectives 
the investment will address. The projects must also have the proper economic and financial foundations 
that account for all the benefits – and costs – of an investment. Governments need to have in place 
clearly defined decision-making rules as well as  consistent, government-wide assessment parameters for 
infrastructure proposals. 

The key takeaways from the C.D. Howe Institute’s Policy Conference for policymakers are: 
1. There needs to be a publicly available business case for all major investment projects;
2. Elected officials should still make the final decisions on infrastructure projects, but engage citizens from start 

to finish;
3. The business case should be reflected in the final project being built;
4. These business cases should take into account all potential major economic effects; and
5. Policymakers should have – and use – a government-wide business case methodology in place, for example, at 

the federal Treasury Board, and its provincial counterparts.
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Conference Summ ary

Government decisions in 2016 will determine how 
over tens – perhaps hundreds – of billions of dollars 
will be committed to infrastructure spending in the 
coming years. By 2025-26, the federal government 
proposes that federal infrastructure spending 
will reach about $16 billion per year. Provincially, 
Ontario, for example, is planning to spend $130 
billion on infrastructure in the next 10 years. Of 
that amount, Ontario is planning to spend $16 
billion on public transit for the Greater Toronto 
and Hamilton Area and $15 billion for road 
projects elsewhere (Ontario 2015). The province of 
Alberta plans to spend $34 billion on infrastructure 
in the next five years. Of that, the province plans to 
directly spend nearly $7 billion on road and bridge 
infrastructure (Alberta 2015). 

How should policymakers decide how to allocate 
these staggering amounts of money? There is 
much talk about how governments should invest 
in infrastructure as an economic stimulus (Curry 
2016). However, governments should ensure they are 
investing in the right projects with highest long-run 
returns, not necessarily the shovel-ready ones. The 
C.D. Howe Institute’s policy conference “Building 
the Future of Canada’s Transportation Infrastructure” 
looked at what process governments should 
undertake to determine their investment priorities.

The potential economic returns from 
infrastructure can be substantial. However, the rates 
of return across projects also differ dramatically. 
Governments are missing a large portion of the 
economic benefits of infrastructure when they 
do not estimate them fully. In particular, analyses 
should take into account economic externalities 
– which arise when an individual’s use of 
infrastructure affects someone else – can be large. 
For example, a 2013 C.D. Howe Institute study 
(Dachis 2013) argued that governments should 

select transportation projects and prioritize them 
by taking into account which of them would be 
most effective at connecting the most people. But 
policymakers will only know which projects are 
most effective at enabling those connections if they 
conduct a thorough cost-benefit analysis. 

Why Use Business Cases? 

Business cases should not be treated as rubber-
stamps that come after governments have already 
committed to building projects. Indeed, the 
economic benefits, or low costs, that policymakers 
initially attribute to a project often do not hold up 
under the scrutiny of preparing a business case. 

A comprehensive analysis of Swedish 
infrastructure business cases for transportation 
projects (Eliasson and Lundberg 2012) showed that 
the initial list of projects under consideration had 
many projects in which the costs were higher than 
the benefits, or a benefits-to-costs ratio of less than 
one (Figure 1). Indeed, there were a large number 
of projects that – even disregarding the investment 
costs – harmed society as a whole and had a 
negative benefits-to-costs ratios (Figure 1). 

What explains why projects with poor business 
cases went ahead in the Swedish case? Projects that 
politicians deemed “shovel-ready” and pushed ahead 
in an economic downturn were immune to being 
weeded out during a comparison of business cases. 
The existence of comparable business cases across 
projects revealed when decisions were made to 
pursue non-economic projects. Nonetheless, projects 
with the highest benefit-cost ratio were still the 
most likely to go ahead. The simple requirement that 
projects undergo a business case led the government 
to reduce the investment costs while not reducing 
benefits (Eliasson and Lundberg 2012).

Building the Future of Canada’s Transportation Infrastructure
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As Canada embarks on a major infrastructure 
spending program, it is critical to get the business 
case process and design right. But policymakers 
must use them to ensure that the best projects  
go ahead – not to justify decisions they have  
already made. 

Summ ary of Conference 
Discussion and 
Presentations

Business cases should be a key part of the decision-
making process for infrastructure investment. A 
strong business case builds public confidence that 
governments are dedicating tax dollars to the right 

projects at the right time and in the right sequence. 
Metrolinx, a provincial crown agency responsible 
for many public transportation infrastructure 
investments in the Greater Toronto and Hamilton 
Area, undertakes a business case on some major 
transit infrastructure. The question remains as 
to whether these business cases are properly 
formulated and how policymakers should be using 
them in selecting projects. 

Session I: What is the Region of the Future? 

This session explored the strategic case for 
transportation investment. Panelists argued that the 
key to a successful strategic case is to define specific 

Figure 1: Benefit-Cost Ratio of Swedish Infrastructure Proposals, 2010

Source: Adapted from Eliasson and Lundberg (2012).
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problems and objectives. However, the discussion 
made clear that it was important for policymakers 
to articulate only a broad vision, and leave experts 
to work on policy implementation without elected 
officials specifying methods for meeting the objectives. 

Creating a broad vision that the public trusts 
requires a specific process. One panelist suggested a 
process of:

(1) Understand the needs, not just wants, of voters: 
For example, this requires an understanding of 
the aspirations of those living in an urban area. 
Transportation plans can follow from that initial 
broad vision.

(2) Work with experts on plans – and listen to them: 
Plans are living documents, and plans from 
different parts of a government’s operations 
interact with one another. For example, transit 
plans will result in necessary changes in height 
restrictions in zoning plans. If a city needs to 
have more intensified growth then that needs to 
be part of a modelling exercise in a transportation 
plan. There are important pools of expertise in 
land use planning and transportation that should 
work together.

(3) Constantly engage citizens: Governments can 
bring the public into the transportation planning 
process, such as through city-wide initiatives on 
transit planning or pre-budget consultations.1 
Policymakers have learned that when citizens 
have buy-in to projects, those projects tend to  
get built. 

The consensus in the discussion was that elected 
officials, as representatives of the people, still 
need to be the decision-makers on large-scale 
infrastructure investments. The final decisions must 
come from organizations that are accountable to 
citizens. Elected officials need the best possible 
data to make decisions. They can apply their 

own lenses regarding non-economic as well as 
economic priorities to the information given to 
them. However, participants felt that the political 
process will be doomed from the start if there are 
competing data sources that emerge in the final 
business cases. 

There also needs to be greater clarity as to 
which level of government does what as part of an 
infrastructure investment. A transportation project 
can involve numerous levels of governments and 
agencies. When provincial and federal governments 
give grants to lower-level governments, they should 
remove any conditions regarding how the money 
is deployed. Otherwise, higher-order governments 
will tend towards supporting large, highly visible 
capital projects – which typically create long-term 
operating expenses for lower-tier governments 
– without supporting critically important 
maintenance or operation needs. 

Clarity of responsibility is also a relevant issue 
in the governance of regional transit. There are 
multiple agencies and commissions operating in our 
urban areas. The discussion landed on the view that 
the future of fare integration will be the first true 
test of regional transportation agency governance. 

Likewise, the public needs to be better educated 
about transit. For example, governments need to 
do more to educate the public about the services 
offered by various modes of travel. Transit needs 
to be viewed as a mobility service, independent of 
whether people travel by bus, train or other means. 

Session II: Transportation in Context: 
What are the Broader Economic Impacts of 
Transportation Infrastructure? 

The second session of the day tackled the question 
of the economic benefits that should make 
up a cost-benefit analysis. Having the correct 

1 For municipality-led initiatives, see http://reliefline.ca/ and http://mississaugamoves2015.ca/.
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information in a business case will help make sure 
governments are building the right projects in 
the right places. The traditional scope of analysis 
has significantly underestimated the cost of 
congestion by undervaluing the economic benefits 
of transportation improvements.

The additional benefits of transportation are 
known as “urban agglomeration.” These range from 
accessing jobs that better match peoples’ skills, and 
sharing knowledge face-to-face, to creating demand 
for more business, entertainment and cultural 
opportunities which, in turn, benefit other people. 
When congestion and a lack of infrastructure 
make urban interactions too costly to pursue, these 
benefits are forgone, adding significantly to the net 
costs of congestion (see Dachis 2013 and Dachis 
2015 for details of these economic costs in Toronto 
and Metro Vancouver). 

Urban agglomeration facilitated by transit comes 
in two forms. First, public transport enables people 
to travel further. Second, it also allows people to 
live in denser communities. But zoning restrictions 
that forbid denser new development curtail these 
agglomeration benefits.

Urban agglomeration presents a new way 
of thinking about how innovation affects 
transportation. Cities used to be organized around 
a single industry – such as vehicle manufacturing or 
computer and information technology, in the cases 
of Detroit and Silicon Valley, respectively. This was 
the concept of economic clusters (see Porter 2000). 
Modern economic growth theory sees technology 
as more likely to be deployed in unpredictable parts 
of the economy (see Jacobs 1969 and Howitt 2015). 
Indeed, technology applications are blurring across 
industries. The mobility of ideas has changed the 
economics of cities. The economically strong cities 

of the future will be those that best enable the 
transmission of knowledge.

What does this mean for transportation? The 
transmission of ideas happens best when people are 
in close proximity. Workers from various sectors are 
locating in the same places in order to benefit from 
the ideas from other sectors of the economy. That 
requires a transportation system that is able to bring 
people from a wide area to single points, such as 
central business districts. Transportation can enable 
connections and boost economic growth. 

Other governments around the world now 
include agglomeration benefits in transportation 
business cases. Including these wider economic 
benefits can increase the benefit side of the ledger 
of a business case by nearly 50 percent, as was the 
case for Crossrail, a major transit investment in 
London, England (Mayor of London 2010).2

But Canadian governments are not consistently 
taking these potential benefits of transportation 
into account when assessing investment projects. A 
pre-feasibility study of a high speed rail line from 
Toronto to Southwestern Ontario simply assumed 
that wider economic benefits were double the other 
benefits (FCP 2014). That assumption is what 
moved the ledger of the Southwestern Ontario 
high speed rail project from being poor, to at best, 
medium value for money, to high value for money. 
Including wider economic benefits is a new field, but 
the discussion made clear that transportation policy 
needs to make efforts to get these numbers right. 

The future of transportation also requires that 
policymakers account for the innovation that is 
changing not just where people are going, but 
how they are getting there. New technologies 
are resulting in people taking new modes of 
transportation. Autonomous vehicles have arrived 

2 In the Crossrail business case, including wider economic benefits increased the benefits there from 15 billion British pounds 
($31 billion Canadian at January 2016 exchange rates) to 23 British pounds ($48 billion Canadian).
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and car-sharing services are booming. However, 
people often take these services to more traditional 
transit hubs. Policymakers also need to account 
for the role of transportation and housing costs 
together – not separately as they often do in 
business cases – in how people make decisions. 

Session III: Business Cases: Trust and 
Transparency in Decision-making 

How can business cases introduce trust and 
transparency into the decision-making process for 
transportation infrastructure? This session discussed 
how Canadian practitioners and policymakers 
use cost-benefit analyses to make choices for 
infrastructure projects. A critical component of that 
analysis is first laying out the strategic case and 
the problem to be addressed for each project under 
consideration. It is crucial that policymakers lay out 
only a broad vision, then decide later what to build 
to fit that need. What ends up being built must 
match up with the project plan used in the business 
case. Panelists argued that too often, the business 
case presented is for a different version of a project 
than what ends up being built. Business cases 
should be an iterative process that governments 
update to reflect changing conditions, and also 
serve as a reference point to ensure that government 
investments follow the agreed plan.

The discussion pointed to the new Ontario 
government-wide standard that Metrolinx is 
setting by creating a business case for major 
investment projects. It is critical now that other 
parts of government take on a similar task. For 
example, Infrastructure Ontario could take on 

similar analyses for the projects it supports. 
Likewise, the federal Treasury Board could do so 
in its government-wide assessment of the spending 
priorities of government.3 Another option is to 
have a provincial capital financing authority select 
projects from among municipal loan applications 
based on the kinds of projects that are the best use 
of public funds (see Bazel and Mintz 2015). It is 
also important to do these business case analyses in 
areas outside of major capital projects, such as for 
road safety and maintenance. 

Session IV: Thinking Ahead – Where Do We 
Go from Here and How Do We Do It?

This session closed the conference by consolidating 
the lessons of the day and focusing the discussion 
on practical solutions for Canada’s urban transit 
systems. 

The discussion reiterated the need for a 
consistent methodology in estimating the economic 
costs and benefits of infrastructure. This is true not 
just at the provincial level, but also at all levels of 
government. Institutions need to become more 
regional and there needs to be a convergence in 
methodology by all governments as the boundaries 
blur between municipalities and regional bodies 
in providing and planning transit. The process for 
business case development also should include 
oversight of those making the business case. That 
can include a mandatory peer review of business 
cases to challenge assumptions. The oversight 
can come from, for example, within government 
between ministries or from outside consultants 
engaged expressly for a peer review. Such 

3 Neither organization has a compressive business case methodology available to the public. As Mackie and Worsley (2013) 
argue: “To varying degrees, the appraisal guidelines are a transport sector application of broader policy guidance from the 
ministry of finance. This is particularly true in areas such as the choice of discount rate, numeraire and appraisal metrics 
where there is no good reason for the transport sector to be different from any other sector.”
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reviews allow for competition between ideas and 
assumptions and should lead to improvements in 
the final business cases.

Business cases are closely linked to governance, 
and formalizing a policy and process can help with 
building the regional capacity of transportation 
planners to create open government decision-
making based on transparent objectives. 

The business case is one part of building broader 
social licence, or social acceptance, of infrastructure 
projects. Panelists mentioned a number of models of 
additional community engagements. One example 
was the creation of “corridor” coalitions, which are 
made up of business and local stakeholders in an 
area affected by potential projects. Another example 
was the creation of multi-stakeholder groups: a 
regular meeting to secure mutual accommodation 
between the interests of a project developer and 
stakeholders throughout a project’s life cycle (see 
Hale and Belanger (2015) for a similar discussion 
related to energy infrastructure).

Panelists also agreed that it is important that 
the cost-benefit analysis not be part of a rubber-
stamping process. Policymakers must have the 
stomach to reject bad projects. For example, the 
government of Singapore rejects 35 percent of 
business cases, according to one panelist. One 
panelist discussed the four different stages the 
United Kingdom has at which it can either approve 
or reject projects based on value for money. 

Key Policy Recommendations 
from the Conference 

A clear business case for investment is critical for 
establishing public confidence that governments 

are selecting the right projects. As a recent 
transit panel argued “Decision-makers should 
not approve projects in the absence of full and 
published business cases.” (Transit Investment 
Strategy Advisory Panel 2013).4 The existence 
of a business case is a necessary, although not 
sufficient, condition for good decision-making on 
transportation infrastructure. A number of policy 
recommendations emerged from the conference 
discussion:

1. There needs to be a publicly available business 
case for all major investment projects. 
Policymakers must engage with the public using 
more than just business cases, however. They must 
constantly engage citizens in investment plans.

2. Elected officials still need to be the decision-
makers on large-scale infrastructure investments. 

3. There needs to be one, clear business case 
presented to the public for a major infrastructure 
investment. That business case needs to represent 
the final project selected and not present 
competing sets of information. 

4. These business cases should explicitly assess all 
potential major economic effects, such as wider 
economic benefits, when assessing transportation 
infrastructure. Although it is critical to 
harmonize business case methodology across 
government, different kinds of economic benefits 
may be more difficult to estimate than others. 
Other parts of government should similarly 
estimate wider economic benefits for other types 
of infrastructure and major spending.

5. To implement these policy recommendations, 
consistent business cases need to be in place 
across government for all major investments. 

4 Recommendation 18 of the report stated: “That all projects approved by Metrolinx and elected officials must have up-to-
date, publicly-available, business case analyses that validate the investment, taking into account life-cycle capital, operating, 
maintenance, and financing costs.”
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This should be done at a cross-governmental 
office, such as the federal Treasury Board 
or Infrastructure Ontario. Lower levels 
of government should also have a similar 
methodology.

Conclusion 

Governments across Canada – federal, provincial 
and municipal – are about to embark on a major 
transportation spending spree. This increase in 
spending makes it more crucial than ever that they 
pick the right projects to invest in. Governments 
should employ business case analyses and put the 
right information before the public in business plans. 
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Thank You

The C.D. Howe Institute wishes to thank its sponsors for their support for the conference. As a
charity, the Institute depends on member funding to allow it to convene important policy discussions,
mobilize outstanding scholars, push innovative ideas, and ultimately foster sound public policy.
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