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FISCAL SUSTAINABILITY
Municipalities of all sizes in Ontario are facing a
challenging fiscal situation. While the services
that they offer expand and become more
complex, their sources of revenue remain largely
unchanged (Chart 1). There is a growing
consensus that the current fiscal situation for
municipalities is unsustainable.

upload agreement, the sources of municipal
revenue have remained largely unchanged in the
past 15 years. Property taxes continue to fund
the majority of municipal operations, with grants
and user fees making up the difference. However,
there are significant limitations to this structure.
Property taxes are unpopular with residents and
politicians, subject to shifting political pressures,
and do not grow with the economy (Slack et al.,
2013, 3). Transfers can serve as an important
supplement to more stable sources of revenue
but they lack predictability and often come with
mandated service standards and cumbersome
reporting requirements. Moreover, we know from

According to the Association of Municipalities of
Ontario (AMO), in order to maintain current
service levels municipalities will have to increase
property taxes by 4.51% every year for the next
ten years just to preserve the status quo.

89%

70%

of municipal public servants agree
that municipalities need access to
new revenue tools

of municipal public servants
disagree that municipalities are
fiscally sustainable

But the status quo is no longer good enough.
From poverty reduction, to public safety, housing,
and infrastructure, there is more that
municipalities can and should do (see Table 3).
Take infrastructure for example. Despite the
historic investments of the federal and provincial
governments in the past two budgets, the
infrastructure gap in Ontario remains vast. AMO
calculates that for municipalities to tackle the $60
billion-dollar infrastructure gap while maintaining
current service levels, they would have to
increase property taxes by 8.35% every year for
the next ten years.

international experience that the best governed,
most accountable local governments are those
that have the have the ability to set their own tax
rates and raise their own revenue (Slack, 2017,
3).
The fiscal challenges faced by the province’s
local governments are complex, and there is no
single solution. The challenges faced by large
cities are not the same as those that are faced by
small communities. However, the shared
challenge is that both need greater flexibility
to generate revenue. Rather than imposing a
blanket solution to the fiscal challenges faced by
municipalities, the government should remove
harmful provincial constraints on municipal

As seen in Table 1, aside from the growth of
municipal investment income and the 2008
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autonomy and look at giving municipalities
access to a range of new sources of revenue,

allowing each community to decide what’s right
for them.

Chart 1: Sources of Municipal Revenue, 2001 - 2016
Propery Taxes
Fines and penalites

Uncondtional grants
Other revenue

Conditional Grants

User fees

Licences and permits

2016
2015
2014
2013
2012
2011
2010
2009
2008
2007
2006
2005
2004
2003
2002
2001
0%

25%

50%

Source: Ministry of Municipal Affairs, Financial Information Returns
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75%

100%

BUDGET 2018 RECOMMENDATIONS
Reform the Joint and Several Liability. Often
referred to as the 1 per cent rule, Ontario’s joint
and several liability tort system requires that
defendants in civil suits who are found as little as
1 per cent at fault can still be required to pay one
hundred percent of the damages. Joint and
several liability has often resulted in local
governments who are presumed to have vast
financial resources becoming the targets of
litigation and being forced to offer generous out
of court settlements to avoid protracted and
expensive litigation. According to AMO reforming
joint and several liability could save the municipal
sector $27 million in insurance costs.

Ontario’s interest arbitration system continues to
erode the power of municipalities to negotiate
wage increases with fire and police workers.
Arbitrators replicate agreements in different
municipalities with little regard for local economic
conditions or ability to pay. As a result, over the
past 10 years, base wages for police officers and
firefighters have grown at an average of 3.3 per
cent per year, compared to 2.7 per cent for other
unionized municipal workers and 2.2 for those in
the private sector. (See Charts 7, 8, or 9 for
more).
Continue to implement reforms that help
municipalities collect unpaid Provincial
Offences Act (POA) fines. Since 1997
municipalities have had responsibility for
administering courts and collecting fines for
offences under the Provincial Offences Act. Yet
AMO estimates that municipalities are still trying
to collect approximately $1.4 billion in unpaid
POA fines.

Allow municipalities to access new revenue
tools. Across the world there is a growing
recognition that local governments need to have
greater control over their financial destiny (see
Table 1, or Charts 2, 3, 4, 5, 6). We think that the
most effective way to achieve this is to unshackle
the revenue generating potential of local
governments, allowing them to take responsibility
for their own fiscal challenges and generate
revenue in a manner that is most appropriate for
their community. Both AMO and MFOA have
highlighted numerous options on this front.

Ensure that cannabis revenue is used to cover
local costs. One of the ways to ensure the
financial viability of municipalities going forward
is to ensure that new mandates are fully funded.
While the federal government and the province
have reached a deal to share the revenue
generated from the sale of recreational cannabis,
the outlook for local governments is less clear.

Bring an end to interest arbitration. As has
been highlighted for years by groups like the
Emergency Services Steering Committee (ESSC),
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REPORTING BURDEN
One of the most prominent features of the
municipal-provincial relationship is municipal
reporting to the province. Municipalities report to
the province on a range of programs and policy
initiatives. Reporting to the province is both
important and necessary. It helps provincial
decision-makers ensure accountability, monitor
performance, and ensure that transferred money
is being spent effectively and appropriately.
However, local governments in Ontario are
straining under their reporting requirements,
which have become unwieldy over time. New
regulations, funding agreements and programs
have made municipal-provincial relations more
complex, and as new requirements were added
too few were taken away. Steadily municipalities
have become over regulated and deeply
burdened with requirements to report to the
province on hundreds of programs and services.

municipalities every year. The amount of
reporting that a municipality completes generally
depends on the set of services they are
responsible for. Some are required to complete
fewer than 90 reports, while others may be
responsible for more than 200. For instance, in
2012 the City of Toronto documented that they
submitted about 270 reports to 11 separate
provincial ministries or agencies, not including
grant-based reporting or audits.
For municipalities, the current provincialmunicipal reporting relationships is a substantial
drain on resources. While there is no doubt that
reporting is important, it is also onerous,
excessive, and fragmented. From the municipal
perspective the purpose of reporting is often
unclear. Most alarmingly, our research indicates
that reporting to the province is negatively
impacting the ability of municipalities to
effectively deliver services to the citizens of their
community, or to plan, prepare and innovate for
the future.

In February of 2017 AMCTO published Bearing
the Burden: An Overview of Municipal Reporting
to the Province. The report found that the
province collects hundreds of reports from

75%

73%

of municipal public servants agree
that provincial reporting is too time
consuming

of municipal public servants agree
that complying with provincial
reporting requirements is onerous
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BUDGET 2018 RECOMMENDATIONS
Pilot new, innovative and more effective forms
of reporting. There are a number of ways that
the government could ensure that it is
accomplishing its goals of monitoring policy
progress, compliance and accountability at the
local level, while not requiring municipalities to fill
out an endless number of reports. In other
jurisdictions central governments have replaced
traditional reporting with lists of priority indicators
that municipalities track and provide data for.
This type of system allows multiple ministries and
external stakeholders to easily access data, and
removes the requirement for municipalities to
report the same data multiple times to multiple
ministries. In other jurisdictions, governments
have created a central data portal where
municipalities report important data that can be
access by multiple provincial ministries.

2018 Pre-Budget Submission

Establish and maintain a comprehensive list
of provincially required reports. The key to
solving any problem is first to understand it. To
that end, the province should work toward
creating a cross-ministry list that catalogues all
the reports that provincial ministries require
municipalities to submit.
Streamline and reduce the regulatory and
reporting regime for Ontario’s municipalities.
The province needs to demonstrate that any
reporting requirements are necessary, and
recognize that reporting imposes a heavy burden
on municipalities.
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SUCCESSION PLANNING &
CAPACITY BUILDING
One of the greatest challenges facing local
governments in Ontario is the wave of
retirements taking place across the sector. As
the current generation of senior municipal staff
prepares to retire, some municipalities in Ontario
are staring down a deficit of critical human
infrastructure. While all sectors of the Canadian
economy are preparing for substantial turnover
as the baby boom generation begins to retire,
the public sector work force is generally older
than the private sector and thus more vulnerable
to the effects of demographic change (Munslow,
2010, 3).
As experienced municipal professionals leave,
they take significant accumulated knowledge,
expertise and experience with them. While this
provides exciting opportunities for new
professionals and new ideas to enter the sector
(see Chart 14), it also presents those same
individuals with a steep learning curve. While
some municipalities are working on strategies to
mitigate the effects of these demographic
changes, many others are not (Carson, 2009,
Chart 13). The rigorous service-delivery
standards that municipalities face make it
difficult for many of them to move beyond dayto-day operations and focus on planning for the
future.

31%

51%

of municipal public servants are
planning to retire within 5 years

of municipal public servants are
planning to retire within 10 years

* Based on AMCTO membership data collected in November 2017
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BUDGET 2018 RECOMMENDATIONS
Fund an internship program for aspiring local
government public servants. For many years
AMCTO and the Ministry of Municipal Affairs
partnered on an internship program that helped
municipalities to recruit talented young public
servants, aided in succession planning, and
increased the technical and management
capacity of local governments in Ontario. 72% of
interns were placed in rural and northern
locations and the majority of program interns
continued to work in the sector after their
placement ended. Many former interns now
occupy senior positions in municipalities across
the province.

However, small, remote and northern
communities also face the additional challenge of
attracting and maintaining talented,
knowledgeable and experienced municipal staff.

Create a pool of funding available for public
servants working in small, remote, and
northern municipalities to access professional
development, training and educational
opportunities. Many of the challenges faced by
Ontario’s municipalities are especially dire in
rural, remote and northern municipalities, where
levels of formal education amongst public
servants are lower than the provincial average
(see Chart 15). Staff in smaller municipalities are
also less closely connected to universities and
colleges and have fewer opportunities to
participate in professional development, which
often takes place in larger urban centres.
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CHARTS & TABLES
Division of Responsibilities
Table 1: Federal-Provincial-Municipal Division of Responsibilities
Municipal Government

Provincial Government

Federal Government

Airports, Ambulance,
Animal Control, By-law
Enforcement, Arts and
Culture, Child Care,
Economic Development,
Fire Services, Garbage
Collection and Recycling,
Electric Utilities, Library
Services, Long Term Care
and Senior Housing, Road
Maintenance, Parks and
Recreation, Public Transit,
Planning, Police Services,
Property Assessment,
Public Health, Social
Services, Water and
Sewage

Administration of Justice,
Education, Hospitals,
Natural Resources and the
Environment, Property and
Civil Rights, Social
Services, Provincial
Highways, Culture and
Tourism, Prisons, PostSecondary Education

Citizenship, Criminal Law,
Copyright, Employment
Insurance, Foreign Policy,
Money and Banking,
National Defence, Trade
and Commerce, Post
Office
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Sources of Municipal Revenue
Table 2: Sources of Municipal Revenue, 2001 - 2016
Property Unconditional Conditional
Taxes
grants
Grants

User
fees

Licences
Fines &
Other
&
penalties revenue
permits

2016

42%

1%

20%

21%

3%

1%

12%

2015

42%

1%

20%

20%

3%

1%

13%

2014

43%

1%

20%

21%

3%

1%

12%

2013

42%

1%

20%

20%

3%

3%

11%

2012

42%

1%

20%

21%

3%

1%

12%

2011

41%

2%

22%

20%

3%

1%

12%

2010

39%

2%

25%

19%

2%

1%

12%

2009

42%

2%

21%

19%

3%

2%

12%

2008

47%

3%

19%

22%

3%

2%

4%

2007

68%

2%

11%

14%

2%

1%

2%

2006

48%

3%

19%

21%

3%

2%

4%

2005

49%

3%

18%

21%

3%

2%

4%

2004

50%

3%

18%

21%

3%

2%

4%

2003

50%

3%

18%

21%

3%

2%

4%

2002

50%

3%

18%

22%

3%

2%

3%

2001

50%

3%

18%

21%

2%

2%

5%

Source: Ministry of Municipal Affairs, Financial Information Returns 2001 - 2016
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Policy Priorities for Local Government—Citizens
Table 3: What is the biggest problem facing your municipality? (Open-ended)
2014

2016

2017

Infrastructure/Transportation

25.30%

26.70%

26.70%

Budget/Funding/Economy

5.70%

9.50%

13.6%

Taxes

8.10%

7.70%

7.1%

Finding jobs/Unemployment

16.70%

7.30%

3.9%

-

5.80%

5.8%

Healthcare

5.40%

4.50%

2.2%

Politics/Council/Mayor

5.30%

3.50%

4.9%

Housing

1.80%

2.90%

4.9%

Other services

2.70%

2.20%

2%

Electricity rates/ Gas prices

0.60%

1.90%

-

-

1.80%

-

Electricity/environmental issues

4.70%

1.20%

-

Education

1.30%

0.80%

-

Other

6.50%

3.40%

3%

-

-

2.8%

15.80%

17.70%

14.9%

Construction/growth

Safety & Cleanliness

Lack of support from provincial/federal government
I don't know

Source: Nanos Research, Opinions of Ontario’s on municipal infrastructure and services, 2016 and Nanos Research,
Perceptions of Ontarians on municipal issues, 2017

2018 Pre-Budget Submission

12

Chart 2: Would you support, somewhat support, somewhat oppose or oppose
your municipal government cutting services to freeze property taxes?

50%

18%

15%

13%
5%

Support

Somewhat Support Somewhat Oppose

Oppose

Unsure

Source: Nanos Research, Perceptions of Ontarians on municipal issues, 2017

Chart 3: Are you concerned, somewhat concerned, somewhat not concerned
or not concerned about the rate of future increases to property taxes?

57%

28%

5%
Concerned

Somewhat concerned

Somewhat not concerned

Source: Nanos Research, Perceptions of Ontarians on municipal issues, 2017
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10%
Not concerned

Policy Priorities for Local Government—Public Servants
Chart 4: What are the most important challenges facing your municipality?

82%

Infrastructure

69%

Fiscal Issues

45%

Economic Development

25%

Succession Planning
Reporting

23%

Emergency Services

23%
17%

Managing Growth

14%

Housing
Transit

9%

Climate Change

6%

Poverty

4%

Social Service Gaps

4%

Emergency Preparedness

3%

Community Safety

2%

Source: AMCTO Pre-budget Survey, November 2016
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Chart 5: Do you agree that municipalities are fiscally sustainable?

48%

23%

22%

5%
Strongly disagree

Disagree

Don't know

1%
Agree

Strongly agree

Source: AMCTO Pre-budget Survey, November 2016

Chart 6: Do you agree that municipalities in Ontario need new revenue tools?
49%
40%

1%
Strongly disagree

8%
Disagree

2%
Don't know

Source: AMCTO Pre-budget Survey, November 2016
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Agree

Strongly agree

Emergency Services Costs
Chart 7: Municipal Spending on Fire and Police (in millions)
Police

Fire

$3,777

$3,889

$4,052

$3,340

$3,560

$3,699

$1,726

$1,893

$1,900

$2,017

$2,182

$1,699

2009

2010

2011

2012

2013

2014

Source: Ministry of Municipal Affairs, Financial Information Returns

Chart 8: Emergency Services Salary Costs (in millions)
Police

$2,585

$2,689

Fire

$2,689

$1,360

$1,364

$1,364

2009

2010

2011

$2,890

$2,992

$1,477

$1,601

2012

Source: Ministry of Municipal Affairs, Financial Information Returns
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2013

$3,125

$1,768

2014

Chart 9: Emergency Services Salaries, as a share of expenditures (in millions)

Fire

Police

81%
80%
79%

79%
78%

77%

77%

77%

77%

76%

73%
72%
2009

2010

2011

2012

Source: Ministry of Municipal Affairs, Financial Information Returns
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2013

2014

Municipal Infrastructure Ownership
Chart 10: Federal, Provincial, and Municipal Asset Ownership, 1961 - 2005

1961

2005

67%

38%
31%

31%
22%
10%

Local

Provincial

Federal

Source: Association of Municipalities Ontario (AMO), What’s Next Ontario? Imagining a prosperous future for our
communities, 2015, 23
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Succession Planning
Chart 11: Projected Municipal Staff Retirements, 2015, 2017*
2015

8%

Less than 2 years

2017

10%

2 - 5 years
6 - 10 years
11 - 15 years

15%
12%

16 - 20 years

22%
21%
20%
20%
19%

14%
20%
19%

More than 20 years

Source: AMCTO State of the Membership Surveys, 2015, 2017
*Based on projected AMCTO member retirements

Chart 12: View of new professionals working in the municipal sector on the most
significant challenge in the next 5 - 10 years

Changing public expectations

15%
38%

Retirements of senior staﬀ
Growth of technology

15%
26%

Fiscal pressures

60%

External influences

Source: AMCTO New Professionals Survey, 2017
*Question: What factor do you anticipate will bring about the most significant challenges and opportunities for your
municipal organization over the next 5 - 10 years?
2018 Pre-Budget Submission
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Chart 13: View of new professionals working in the municipal sector on
knowledge transfer occurring in the sector

61%

31%

8%
No

Somewhat, but more is needed

Yes

Source: AMCTO New Professionals Survey, 2017
*Question: Is there adequate knowledge transfer occurring within Ontario’s municipal organizations between soon to
be retiring senior management and those staff set to assume their roles?

Chart 14: Readiness of new professionals to assume senior management
positions

60%

Yes, I am ready

33%

Maybe
No, I am not ready
Unsure

5%
1%

Source: AMCTO New Professionals Survey, 2017
*Question: As a new professional, are you confident that you could assume a more senior role if required in the very
near future?
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Chart 15: Municipal Staff Educational Attainment

Small Municipalities

Provincial Average

46%
39%
33%
29%
18%
13%

13%
7%

Secondary School

Bachelor's Degree

Source: AMCTO State of the Membership Survey, 2015
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0%

2%

Doctoral Degree
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ABOUT AMCTO

About AMCTO:
AMCTO represents excellence in local government management and leadership. AMCTO has provided
education, accreditation, leadership and implementation expertise for Ontario’s municipal professionals
for over 75 years.
With approximately 2,200 members working in 98 per cent of municipalities across Ontario, AMCTO is
Canada’s largest voluntary association of local government professionals, and the leading professional
development organization for municipal administrative staff.
Our mission is to provide management and leadership service to municipal professionals through
continuous learning opportunities, member support, and legislative advocacy.
For more information about this submission, contact:
Rick Johal
Director, Member and Sector Relations
rjohal@amcto.com | 905.602.4294 ext. 232
Eric Muller
Policy Advisor
emuller@amcto.com | (905) 602-4294 x234

Contact us:
AMCTO | Association of Municipal Managers, Clerks and Treasurers of Ontario
2680 Skymark Avenue, Suite 610
Mississauga, Ontario L4W 5L6
Tel: (905) 602-4294 | Fax: (905) 602-4295
Web: www.amcto.com | @amcto_policy
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