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Recommendations
1 Give municipalities more financial flexibility and access to a
broader range of revenue sources
2 Introduce reforms that will help mitigate the impact of the growing
costs of emergency services
3 Reform the province’s Joint and Several Liability tort system
4 Continue to invest in infrastructure, ensuring that investments are
delivered as long-term and predictable allocations
5 Negotiate a Phase 2 infrastructure deal with the federal
government that maintains the provincial 1/3 contribution for costshared infrastructure funding and explore potential application of
the FCM funding model
6 Reduce the reporting burden for municipalities
7 Partner with municipalities to invest in succession planning and
capacity building initiatives
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Introduction
Every day in communities across Ontario local governments
work hard to deliver crucial services to their citizens;
garbage trucks collect trash, police officers patrol the
streets, and road crews fix potholes. Across the province,
however, the demands that local governments face are
becoming increasingly complex. From budget shortfalls, to
an infrastructure deficit, aging populations, and a looming
social housing crisis, the list of challenges facing the
municipal sector continues to grow. At the same time, steady
urbanization, rapid technological change, demographic
transformation, and globalization have all dramatically
transformed the makeup and expectations of Ontarians.

Solving the challenges facing Ontario’s 444 local
governments will require bold leadership and thoughtful
policy guidance. This submission is intended as policy advice
from professional public servants, and it reflects the advice
that AMCTO members provide to councils and councillors
every day in each community across this province. Its
recommendations are designed to give municipal politicians
and public servants the tools that they need to make their
communities safer, stronger, and more vibrant.
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Fiscal Sustainability
Local governments in Ontario are confronted by a troubling
fiscal situation. The services they are offer are becoming
more complex, expansive and expensive to administer.
Across the province many municipalities are concerned that
they will no longer be able to deliver high quality services for
their citizens within existing sources of revenue. The range
of services that municipalities are responsible for delivering,
from wastewater, to roads, transit, social services, and
public safety, has led many to argue that the current
sources of revenue that municipalities have access to are
not sufficient or appropriate for funding municipal business
(Kitchen and Slack, 2016, 1).

Figure 1: Sources of Municipal Revenue (2014)
15%

41%

Other
Revenues

Property Taxes

3%

Licenses and
Permits

21%

Transfers

20%

User Fees
Source: Ministry of Municipal Affairs and
Housing, Financial Information Returns, 2015

Figure 2: Municipal Spending on Fire and Police (in millions)
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Most local governments have limited sources of revenue
(Figure 1), and still fund the majority of their operations and
services using property taxes (Slack et al., 2013, 3), which
are subject to shifting political pressures and unpopular

amongst residents. The use of conditional transfers are an
important stopgap, but they often come with mandated
service standards, cumbersome reporting requirements and
lack predictability.

Figure 3: Emergency Services Salary Costs (in millions)
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One of the biggest expenditures for municipalities is around
emergency services. Spending on fire and police services
continues to increase at an alarming rate (Figure 2). The
costs of emergency services continues to rise at a higher
rate than other public services. Municipal councils have little

control over those costs, because while they are responsible
for funding police services, they have few legislative or
administrative levers to control the activities or decisions of
police services or their boards.
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Wages and benefits are one of the largest drivers of
expenditure (Figure 3). The province’s interest arbitration
system continues to erode the power of municipalities
to negotiate wage increases with fire and police workers.
Police, fire and paramedics are not permitted to strike,
which leaves municipalities with little control over costs.
The province’s interest arbitration system has resulted in
arbitrators replicating agreements in different municipalities
with little regard for local economic conditions or ability

to pay (Cote and Fenn, 2014, 6). As a result, over the past 10
years, base wages for police officers and firefighters have
grown at an average of 3.3 percent per year, compared to
2.7 for other unionized municipal workers and 2.2 for those
in the private sector (Cote and Fenn, 2014, 6). As a result,
Ontarians now pay the highest policing costs in the country,
of which upwards of 80% in any given year may go to salary
costs (AMO, 2015), as seen in Figure 4.

Figure 4: Emergency Services Salaries, as a share of expenditures (in millions)
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An additional hurdle to fiscal sustainability in the municipal
sector is the province’s Joint and Several Liability tort
system. It requires that even defendants in a civil suit who
are found as little as 1 per cent at fault can still be made to
pay 100 per cent of the damages. Joint and Several Liability
has often resulted in local governments, who are presumed
to have access to vast and unending financial resources,
becoming the targets of litigation and inevitably covering
the costs of other defendants, who do not have the means
to pay higher damages, but may ultimately bear a greater
proportion of the liability. Joint and Several Liability not
only places disproportionate liability on municipalities,
it has also created a context where municipalities are
forced to offer generous out of court settlements to avoid
protracted and expensive litigation (AMO, 2010).

AMCTO has raised its concerns about Joint and Several
Liability in the past, and before suddenly reversing course
in 2014, the province had demonstrated some interest
in exploring meaningful reforms. There are a range of
options for reforming the system. Alternatives have been
successfully introduced in a number of other jurisdictions,
where both plaintiffs and defendants are now provided
reasonable protection. In California, New York, Mississippi
Nevada, and Nebraska state governments have transitioned
to a specific type of Joint and Several Liability that is based
on the type of damage. Other jurisdictions use alternative
models, including proportionate liability, a reallocation
mode, or a percentage threshold (AMO, 2010, 27-28).
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Across the world there is a growing recognition that local
government’s need to have greater control over their
financial destiny. For instance, countries such as France,
Ireland, and the Slovak Republic are all reforming their local
government taxation systems to give municipalities’ greater
fiscal responsibility and stronger, more predictable streams
of revenue (Cote and Fenn, 2014, 20). As seen in Figure 5,
most municipal public servants surveyed by AMCTO do not
believe that municipalities are fiscally sustainable, while
close to 90% believe that municipalities need access to new
revenue tools (Figure 6).

Figure 6: Municipalities in Ontario Need New
Revenue Tools
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Figure 5: Municipalities are Fiscally Sustainable
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The fiscal challenges faced by the province’s local
government 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 look at giving access to a range of new
sources of revenue, and allow each community to decide
what’s right for them.

Recommendations
Give municipalities more financial flexibility and access to a broader range of
revenue sources
Introduce reforms that will help mitigate the impact of the growing costs of
emergency services
Reform the province’s Joint and Several Liability tort system
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Infrastructure
Perhaps the most significant fiscal pressure facing
municipalities in Ontario is the infrastructure deficit.
Approximately 40 per cent of the public infrastructure in
Ontario is owned by municipalities, including water and
wastewater facilities, transit systems, social housing, and
government buildings. For instance, municipalities in Ontario

are responsible for over 140,000 kilometers of roads and
15,000 bridges and large culverts. The Provincial-Municipal
Service Delivery Review in 2008 estimated that roads and
bridges account for $2.8 billion, or approximately half of
the infrastructure gap. These costs are expected to grow
approximately 19% from 2009 to 2020 (AMO, 2015, 11).

Figure 7: Federal, Provincial, and Municipal Asset Ownership, 1961 - 2005
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In 2008, the infrastructure deficit was estimated to be
approximately $60 billion, not including tourism-related
cultural assets, parks and recreation facilities, or the costs
for social housing units, which are valued at an additional
$40 billion (Cote and Fenn, 2014, 6). According to the
Association of Municipalities of Ontario (AMO), Ontario’s local
governments would have to substantially raise property
taxes over the next ten years to meet their infrastructure
commitments (AMO, 2015, 4). The current infrastructure
deficit is too vast to be covered by municipalities on their
own. Consider the GTHA, where population growth and
increased density are projected to increase the regional
population to 8.6 million people by 2020, and where traffic

congestion is said to cost the economy $11 billion in lost
productivity every year (AMO, 2015, 10; Government of
Ontario 2015).
Recent commitments made by both the federal and
provincial governments are helping municipalities to confront
this challenge. The introduction of the gas tax in 2004 as a
dedicated source of predictable long-term infrastructure
funding has helped. Recent commitments made by the
province in its last two budgets, and those made by the
federal government have been warmly welcomed by the
municipal sector. Nevertheless, a substantial gap remains,
and further investments are needed.
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Figure 8: In its last two budgets, the province of Ontario committed more than $137 billion for investments in
infrastructure. Were these investments sufficient?
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We would recommend that both the province and the federal
government continue to expand and roll-out these pledged
investments. Specifically, as the federal government begins
to work on Phase 2 infrastructure agreements with the
provinces, the FCM funding model appears to have merit
and we would encourage the province to continue to explore

its application in Ontario; whereby the federal government
maintains its Phase 1 commitment to cover 50 per cent of
capital costs, with the provinces maintaining their traditional
one-third share. While this will come at no additional cost to
the province, it will ensure that municipalities’ limited fiscal
capacity doesn’t freeze progress.

Recommendations
Continue to invest in infrastructure, ensuring that investments are delivered as
long-term and predictable allocations
Negotiate a Phase 2 infrastructure deal with the federal government that maintains
the provincial 1/3 contribution for cost-shared infrastructure funding and explore
potential application of the FCM funding model
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Reporting Burden
Local governments in Ontario are straining under a range
of reporting requirements. Reporting to the province
is both important and necessary. It helps the province
ensure accountability, monitor performance of funded
programs, and ensure that transferred money is being spent
appropriately. However, over time municipal reporting has
become unwieldy. New regulations, funding agreements and
programs have made municipal-provincial relations more
complex. As new requirements were added, too few were
taken away. Steadily municipalities became over regulated
and deeply burdened with requirements to report to the
province on hundreds of programs and services.

Most of these complicated intergovernmental arrangements
carry burdensome and rigorous reporting requirements.
They take a variety of forms including standardized financial
reporting, providing service-level performance data,
compliance reporting for fiscal transfers and conditional grants,
audits and evaluations of provincially mandated programs.
Research conducted for a forthcoming report on the
municipal reporting burden, to be released by AMCTO early
in 2017, found that the province collects hundreds of reports
Figure 10: Complying with provincial reporting
requirements is onerous
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Currently the province has a role in almost every area
of municipal business, from legislation to establishing
policy and regulatory frameworks, local mandates, and
imposing service standards. There are more than 70 pieces
of provincial legislation that carry implications for the
municipal sector, with an unknown number of associated
regulations. Local services like social assistance, childcare,
housing, water, long-term care, solid waste disposal, building
inspections and fire protection all carry provincial standards,
while municipalities are also linked to a range of additional
provincial institutions, including Infrastructure Ontario,
the Ontario Municipal Board, Technical Safety Standards
Association, conservation authorities, school boards, and
local health integration networks (LHINs), to name but a few.
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from municipalities every year, many of which are submitted
biannually, quarterly or even monthly. 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
considering grant-based reporting or audits.
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For municipalities, the current provincial-municipal
reporting relationships is a substantial drain on resources.
While there is no doubt that reporting is important, it is
also onerous, excessive, and fragmented (Figures 9 and 10).
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 (Figure 11).

Figure 11: Provincial reporting requirements are
impacting my ability to productively deliver services
48%
33%
19%

Agree

Neutral

Disagree

Source: AMCTO Reporting Burden Survey, June – July, 2016

Far from achieving the goals of good governance and accountability, municipal-provincial reporting in Ontario now hinders the
ability of municipalities to function like responsible orders of government. Reporting, in fact, threatens to weaken municipal
productivity at a time when municipalities need to modernize to face increasing demands. There are simply too many touchpoints between municipalities and the province, too many indicators, too many regulations and reports being submitted. The
sheer complexity of the reporting relationship between municipalities and the province makes it an almost certainty that no one
person or organization has a comprehensive picture of what’s happening.

Recommendations
Reduce the reporting burden for municipalities
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Succession Planning
as the baby boom generation prepares to retire. The public
sector work force, however, is generally older than the
private sector and thus more vulnerable to the effects of
demographic change (Munslow, 2010, 3).

As the current generation of senior municipal staff prepares
to retire, some municipalities in Ontario are staring down
a deficit of critical human infrastructure. All sectors of the
Canadian economy are preparing for substantial turnover
Figure 12: Projected Municipal Staff Retirements
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As seen in Figure 12, a recent survey of AMCTO’s membership shows that with the next 10 years of 50% of our membership will
retire; 30% will retire within the next five. This is a problem that affects all municipalities, regardless of their size (Figure 13).
Figure 13: Project Municipal Staff Retirements, by population size
2 years (or less)
Fewer than 10,000

7%

10,000 - 50,000

7%

50,000 - 100,000

12%

100,000 to 250,000

11%

250,000 (or more)

2-5 years

6-10 years

16%

20%

14%

27%

14%

17%
14%

9%
34%

5%
14%

19%

17%

14%

19%

33%

20 years (or more)
16%

19%

20%

22%

16-20 years
18%

21%

20%

8%

11-15 years

5%

27%

Source: AMCTO, State of the Membership Survey, December 2015

As experienced municipal professionals leave, they
will take significant accumulated knowledge, expertise
and experience with them. While this provides exciting
opportunities for new professionals and new ideas to enter
the sector, 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). The rigors and
service-delivery standards that municipalities face make
it difficult for many of them to move beyond day-to-day
operations and focus on planning for the future.

While each municipality bears ultimate responsibility for
its own succession planning, we believe that this is an area
where modest investments from the province could go
a long way. In the past, AMCTO has worked hard with its
members and municipalities across the province to prioritize
succession planning and capacity building through initiatives
such as the Municipal Management Internship Program and
the ONWARD initiative. We would urge the government to
meaningfully re-engage in this process.

Recommendations
Partner with municipalities to invest in succession planning and capacity building initiatives
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