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Our Recommendations
1 Take the lead on a regulatory approach for the sharing economy
2 Continue to invest in infrastructure
3 Modernize and streamline regulation and provincial reporting
4 Invest in capacity building and succession planning in rural, remote
and northern municipalities
5 Give municipalities access to new revenue tools

Seeing the Big Picture: Local Government Priorities for the 2016 Budget

2

The Context of Local
Government in Ontario
The 2016 budget comes at an important time for Ontario’s
municipal sector. Across the province, local governments
are grappling with increasingly complex demands, from
budget shortfalls and an infrastructure deficit, to aging
populations and a looming social housing crisis. At the same
time, steady urbanization, rapid technological change,
demographic transformation, and globalization have all
dramatically transformed the makeup and expectations of
Ontarians. Many municipalities have worked hard to adapt
to these changes by moving to citizen-centred services,
regional cooperation agreements, enhanced consultation
and outreach, open data, and the adoption of digital
technology. Yet challenges remain.

Over the past 150 years municipal governments have grown
to become more sophisticated and deeply enmeshed in the
everyday lives of their citizens. Municipalities in Ontario are
now responsible for substantive and complex programs and
services, including economic development, infrastructure,
public health, housing, public safety, and a range of human
and social services. Yet despite the growth and maturity of
local governments, federal issues tend to dominate most
discussions about intergovernmental affairs. Equalization
and sovereignty are prioritized at the expense of the
services that are closer to home, like policing, planning,
social welfare, and transit.
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Policy Advice for a Stronger Ontario
As the province’s largest voluntary association of municipal
professionals, our members are on the front line of local
government policy and management across a range of
service areas. They are frequently called upon by councilors
and the community to provide advice and develop solutions
to some of this province’s most intractable problems.
Ontario’s municipalities are now confronted by grand
challenges, and solving them will require bold leadership
and thoughtful policy guidance. This submission provides
policy guidance from municipal professionals, and
it reflects the counsel that AMCTO members provide
everyday in almost every community in 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.

Figure 1: AMCTO Membership Breakdown
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Principles for an Effective Provincial-Municipal
Relationship
The relationship between the province and its municipalities
is especially important for local governments, who are subject
to provincial policies, laws, regulations and financial transfer
arrangements. Indeed, provincial laws and regulations impact

almost every area of municipal business. Therefore, any
discussion about improving governance at the local level must
begin with principles for improving and maintaining a strong
provincial-municipal relationship.

Respecting municipal diversity
Too often the province develops policy based on the assumption
that all municipalities are the same. Yet the challenges and
strengths of each local government is different, especially in
rural vs. urban, small vs. large, and north vs. south. The default
inclination to treat all municipalities as if they are same, ignores
the fact that some municipalities have fewer than 5 employees
who are deeply connected to the local community and some
are larger than provincial governments and have robust financial
controls, rigorous accountability regimes, and sophisticated
policy-making functions (Cote and Fenn, 2015, 25).

The “one size fits all” approach to provincial-municipal relations
often creates perverse outcomes that would not be tolerated
in other sectors. Policymakers at the federal and provincial
level, for instance, have worked hard to ensure that small
businesses are regulated differently from large corporations. Yet
in the municipal sector, the same measures are applied to the
Township of Cockburn Island and its two residents as to the City
of Toronto, and its 2,808,503.
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Figure 2: Percentage of Ontario Municipalities,
by Revenue Size

Figure 3: Percentage of Ontario Municipalities,
by Population Size
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Responsible orders of government
In addition to respecting diversity, another key to a strong
municipal sector, and strong provincial-municipal relations, is
treating municipalities like responsible orders of government.
Local governments in Ontario operate within a very restrictive
legislative and regulatory environment. They have often been
referred to as ‘creatures of the provinces’ because Canada’s
Constitution assigns the provinces responsibility for local
institutions, and all of the provinces in Canada have some
legislation governing their municipalities (Slack et al., 2013,
2). Yet the province has repeatedly declared that Ontario’s
municipalities are responsible orders of government in
their own right (Slack et al., 2013, 2), and that they should

be treated as independent governments and given the
autonomy to deal with local issues (LeBlanc, 2014, 60). If the
province views municipalities as responsible governments
than it should treat them as such. To do so, is the best
opportunity for promoting effective governance and
management at the local level. Municipalities are responsible
for a substantial range of public services (see table 1), and if
they are driven strictly by compliance and rote functionality
they will never truly become modern, fiscally sustainable
agents of good governance, who promote professionalism,
ethics, and accountability.
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Table 1: Federal-Provincial-Municipal Division of Responsibilities

MUNICIPAL GOVERNMENT

PROVINCIAL GOVERNMENT

FEDERAL GOVERNMENT

•

Airports

•

Administration of Justice

•

Citizenship

•

Ambulance

•

Education

•

Criminal Law

•

Animal Control

•

Hospitals

•

Copyright

•

By-law Enforcement

•

•

Employment Insurance

•

Arts and Culture

Natural Resources and the
Environment

•

Foreign Policy

•

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

•

Property and Civil Rights

•

•

Social Services

Money and Banking

•

•

Provincial Highways

National Defence

•

•

Culture and Tourism

Trade and Commerce

•

•

Prisons

Post Office

•

Post-Secondary Education

Legislating Outcomes, and Not Behaviours
Nevertheless, the province is the regulator of local
government and there is a role for it to play in guiding policy
and practice within the sector. However, regulation should
focus on outcomes and not behaviours. There is space
for the province to provide broad guidance and direction,
but not to impose overly proscriptive requirements, such
as the specific wording of council resolutions, or when
and what documents to send via official mail. Yet far too
often, policy from the province is far too proscriptive and
developed without a concrete understanding of the factors
that affect its implementation. Local governments have the
best access to local information, and are better positioned
to respond to local needs than the provincial or federal
government (Cote and Fenn, 2014, 20).
The use of overly proscriptive provincial policy is also
now increasingly out-of-step with the ‘silent revolution’ of
decentralization that has been taking place in municipalities
across the world since the 1980s. More and more countries

have recognized that allowing decisions to be made by
the level of government that is closest to the people leads
to greater fairness, accountability and responsiveness.
In the United Kingdom, for instance, decision-makers
have identified the central state is a barrier to good local
governance, and have been transitioning from highly
proscriptive legislative direction towards local control over
governance, planning, and finance (Cote and Fenn, 2014, 21).
Unnecessarily prescriptive, command-and-control, policymaking from the province also limits the ability of local
governments to experiment, innovate, and ultimately
improve program and service delivery. Less prescriptive,
more collaborative and outcome-oriented policy from
the province, would give municipalities the ability to meet
provincially-set targets in the way that is the most effective
and appropriate for them, without being forced to replicate
a process mapped out by the province.
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Recommendations
1

Take the lead on a regulatory approach for the
sharing economy

In the past five years, Ontario’s consumer economy has
undergone a rapid transformation. The emergence of
the “Sharing Economy,” has introduced new models for
consuming and selling services, and shifted the traditional
focus of market activity from private ownership to shared
production and consumption. Once peripheral, sharing
economy services like Uber and AirBnB are growing rapidly
and have become dominant players in the economy.

According to public opinion research conducted by Forum,
28 per cent of Toronto residents used Uber in 2015, up from
just 12 percent a year earlier (Figure 4). Similar research
done by the Ontario Chamber of Commerce and PwC
found that 45 per cent of Canadians are willing to rent their
belongings to others, and 42 percent are will to rent from
others (Holmes and McGuinty, 2015, 4).

Figure 4: Uber Usage in Toronto November 2014 – December 2015 (Have you used the Uber ride sharing mobile app?)
fig 4
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Source: Forum Research Inc., “Uber use continues to climb; satisfaction high,” December 29, 2015
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As sharing economy companies have expanded, their growth
has raised novel questions for regulators. Municipalities across
the world have struggled to identify an appropriate response
to these new actors, reacting with a mix of fines, by-laws,

subpoenas, enforcement campaigns, and cease-and-desist
orders. At this point, all attempts to slow the growth of the
sharing economy and force companies to comply with existing
regulations have been ineffective.

Figure 5: Public Preferences on How to Regulate Uber (Which of the following is the best solution to this dispute?)
fig 5
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Source: Forum Research Inc., “Uber use continues to climb; satisfaction high,” December 29, 2015

One of the main challenges facing municipalities is the mismatch
between their jurisdiction and authority and the scale and scope
of sharing economy companies. Uber, for instance, now exists in 67
countries and over 371 cities, (Uber, 2016) while AirBnB has more
than 2 million listings in 34,000 cities, and 190 countries (AirBnB,
2016). The largest companies in the sharing economy dwarf their
traditional market competitors.
The growth of the sharing economy has quickly exposed the limits
of our current approach to regulating new economic activity (Johal
and Zon, 2015, 4). At the end of September 2015, the City of Toronto
became the first municipality in Canada to decide in favour of
incorporating ride-sharing service Uber into its taxi regulations.
More and more municipalities will begin to follow suit in the coming
months. However, the result will be a fragmented, ad-hoc patchwork
of by-laws attempting to limit activities that are not local in scope,
but exist at the sub-national, national and international level.

The growth of the sharing economy is emblematic of our
increasingly globalized world, and the way that many services and
sectors are no longer constrained to traditional legal boundaries or
borders. The province should recognize that this is not an isolated
event, rather a tectonic shift in the market economy, and take the
lead on a proactive and progressive set of regulations. This means
taking a holistic approach, and not leaving it to the provinces 444
municipalities to attempt a patchwork of piecemeal solutions
to what is a provincial, or even national problem. There are
precedents from other jurisdictions, such as the United Kingdom,
where higher orders of government have taken the lead, and we
believe the government of Ontario should do the same. This is not
a call for more regulation, it is a call for smarter regulation. In this
case, smart regulation means replacing 400 fragmented responses
with a provincial phenomenon to one consistent approach.
Regulators in Ontario, Canada, and around the world have been
slow to respond to the sharing economy. Now is the time for action.
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2

Continue to invest in infrastructure

Perhaps the most significant fiscal pressure facing
municipalities in Ontario is the infrastructure deficit.
Approximately 40 per cent of 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 Fiscal and 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 19 percent from 2009 to
2020 (AMO, 2015, 11).

Figure 6: Federal, Provincial, and Municipal Asset Ownership, 1961 – 2005 (excluding provincially-owned
infrastructure dedicated to education and healthcare)
6fig 6
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Source: Association of Municipalities Ontario (AMO), What’s Next Ontario? Imagining a prosperous future for our communities, 2015, 23

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). The introduction of
the gas tax in 2004 as a dedicated source of predictable
long-term infrastructure funding has helped, but it has not
been enough to fill the gap. According to the Association of
Municipalities 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. Take the GTHA for
example, where population growth and increased density
are projected to increase the regional population to 8.6

million people by 2021, and where traffic congestion is said
to already cost the economy $11 billion in lost productivity a
year (AMO, 2015, 10; Government of Ontario, 2015).
Investments in infrastructure support Ontario’s
municipalities and the province’s economic growth.
Public infrastructure creates jobs and provides long-term
benefits for citizens and key sectors of the economy. In
the 2015 provincial budget, the government committed
to $130 billion of dedicated infrastructure spending over
the next ten years. We would encourage the government
to continue its investments in infrastructure, and to work
with its municipal partners to identify areas where crucial
investment is needed.
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3

Modernize and streamline regulation and
provincial reporting

Ontario’s municipalities are drowning in regulation
and unnecessary reporting. The provincial-municipal
relationship is a tangled web of redundant and ineffective
interactions. 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, the Technical Safety Standards Association,
conservation authorities, school boards, and local health
integration networks (LHINs), to name but a few.
Many of these complicated intergovernmental
arrangements carry burdensome and rigorous reporting
requirements. These requirements 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. While there are no exact
figures, some estimates indicate that municipalities are
required to submit more than 250 separate reports to the
province each year (Cote and Fenn, 2014).
For municipalities, the current provincial-municipal
reporting and regulatory requirements are a substantial
drain on resources. There is no doubt that reporting is
necessary and important, but there is also no doubt that the
fragmented nature of these reporting requirements leads to
unnecessary duplication and inefficiency.

“Is there really a provincial interest
in the wording of municipal public
notices, the physical design of
municipal child care centres, or
restricting public access to municipal
property assessment data?”
– Michael Fenn and Andre Cote

Over the past several decades the boom in electronic and
digital technology has radically transformed Ontario and
presented governments with new challenges and new
opportunities. Organizations all across the public sector
have begun to integrate technology into their operations,
processes and services. Some sectors, such as healthcare,
have firmly embraced the transformational power of
technology, and are using it to introduce new service-level
improvements (ITAC, 2014). These changes represent what
some are calling the “first wave of digitization”—taking
simple, transactional services and moving them online
(Johal, 2014). Future changes must look at more advanced
functions like the current open data / open government
movement, and the opportunities that they present.
Currently, there are simply too many touch-points between
municipalities and the province, too many indicators, too
many regulations and reports being submitted. The sheer
complexity of the regulatory and reporting relationship
makes it an almost certainty that no one person or
organization has a comprehensive picture of what’s
happening. The province needs to conduct a wholesale
review of its regulations and reporting requirements in
the municipal sector, and look for ways to modernize and
streamline these requirements. Technological innovation has
made much of this reporting unnecessary and redundant.
There is no doubt that staff time—currently devoted to
reporting, complying with countless regulations and filling
out reports—could be better spent looking for new ways to
provide better service to citizens.
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4

Invest in capacity building and succession planning
in rural, remote and northern municipalities

Many of the challenges faced by Ontario’s municipalities
are especially dire in rural, remote and northern
municipalities. However, these communities also face the
additional challenge of attracting and maintaining talented,
knowledgeable and experienced municipal staff. As the
current generation of municipal professionals prepares to
retire, these municipalities are also staring down a deficit of
critical human infrastructure.

fig 7

Figure 7: Projected Municipal Staff Retirements (How
long do you have until your anticipated retirement date?)
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Figure 8: Projected Municipal Staff Retirements,
Northern Ontario
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All sectors of the Canadian economy are preparing for
substantial turnover 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).
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More than 20 years
Source: AMCTO, State of the Membership Survey, December 2015

As seen in figure 7, a recent survey of AMCTO’s membership
shows that within the next five years 29 percent of AMCTO
members are preparing to retire. That number jumps to 48
percent within ten years. This problem is especially acute
in Northern communities, where the level of expected
retirements is higher than the provincial average (Figure 8).
As these 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. Many municipalities are working on
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fig 8
Source: AMCTO, State of the Membership Survey, December 2015

strategies to mitigate the effects of these demographic
changes that are likely to cause serious turnover in the
municipal sector. Many municipalities are not (Carson, 2009).
In addition to pending retirements, municipal staff in smaller
municipalities are also faced with the challenge of trying
to do more with less. They have the same requirements
for service-delivery as their larger counterparts, but are
often stretched across a higher number of job functions.
Staff in smaller municipalities are less closely connected to
universities and Colleges and have fewer opportunities to
participate in professional development, which more often
takes place in larger urban centres.
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The challenge of succession planning in rural, remote, and
northern municipalities is a systemic concern. While each
municipality bears responsibility for its own succession
planning, there is a role for the province to play in helping to
address it at a sector-wide level. AMCTO has worked hard to
prioritize succession planning and capacity building through
the Municipal Management Internship Program and the
ONWARD initiative. However, we believe that there is a seat
at the table reserved for the province, and would encourage
the government to increase its investments in capacity
building and succession planning in these areas.

Figure 9: Municipal Staff Educational Attainment, Small
Municipalities
fig 9
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5

Give municipalities access to new revenue tools

Local governments in Ontario are also facing a fiscal
squeeze as the services they offer are becoming more
expansive, expensive and complex to administer. Many
municipalities are concerned about their ability to maintain
high quality services for their citizens with existing sources
of revenue, and the probable growth of complexity and
demand in the future (Slack et al., 2013, 3). Most projections
expect that municipal operating expenditures will continue
to grow significantly over the next decade (AMO, 2015, 4).

Figure 10: Projected Ontario Municipal Operating Costs
to 2020 (in millions)
$45,318

$40,329
$33,968

2020
(Projected)
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(Projected)

2009
(Projected)

Source: Association of Municipalities Ontario (AMO), What’s Next Ontario? Imagining a
prosperous future for our communities, 2015, 4

“Property taxes don’t grow with the economy in the way sales or income taxes do.
Politicians at other levels of government do not have to adjust tax rates every year to
keep up with inflation, but municipal politicians do.”
– Sheila Block and Alexandra Weiss
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The largest area of expenditure for municipalities is
salaries, wages and employee benefits. In 2011 these
costs represented approximately 43 percent of municipal
operating spending, which was a 37 percent increase from
2001. Most municipal workers are unionized, which in
combination with the highly fragmented environment for
collective bargaining makes it difficult to control costs, as
high agreements or settlements in one municipality act as
precedents for all of the others. This problem is especially
acute when it comes to emergency services. Police, fire,
and paramedics are not permitted to strike, which leaves

Figure 11: Sources of Municipal Revenue, 2013

municipalities with little control over costs, as arbitrators
replicate 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). Ontarians now pay the
highest policing costs in the country, of which 86 percent
goes to staffing (AMO, 2015, 13).

Figure 12: Ontario Municipal Expenses, by Service Area 2014
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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
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Yet, despite these pressures municipalities still have
relatively limited sources of revenue. Within their current
powers, the majority of municipal revenues still come
from property taxes (Slack et al., 2013, 3), which are both
stretched and widely unpopular amongst residents.
The use of conditional transfers from senior orders of
government are an important stopgap but they often come
with mandated service standards, cumbersome reporting
requirements and a lack of ongoing certainty.
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local government taxation systems to give municipalities
more fiscal responsibility and predictable revenue. The
Czech Republic, meanwhile, is increasing equalization
payments and bringing them more in line with delegated
responsibilities and local needs (Cote and Fenn, 2014, 20).
The fiscal challenges faced by the province’s local
governments are complex, and there is no single solution.
Each municipality faces its own unique set of challenges,
and has unique needs. Rather than imposing a blanket
solution to the fiscal challenges faced by municipalities, the
government should look at giving municipal government
access to new revenue tools, and allowing them to decide
what’s right for them.
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