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Ontario 360’s purpose is to scan Ontario’s challenges and oppor-
tunities and develop evidence-based public policy ideas to inform 
and shape the Ontario government’s own policy planning and 
development. Ontario 360 is independent, non-partisan, and 
fact-based. It provides a neutral platform for policy experts to put 
forward clear, actionable policy recommendations to promote a 
growth and opportunity agenda for Ontario.

The Ontario 360 project is grateful for financial support from 
the W. Garfield Weston Foundation and The Donner Canadian 
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Policy as the Ontario 360 project’s intellectual and administrative 
home. The support of  these partners enables us to commission 
evidence-based research and facilitate dialogue between policy 
experts and policymakers in the Province of  Ontario. Our advi-
sory council, authors, and Munk School faculty, students, alumni, 
and supporters do not necessarily endorse or affirm the policy 
recommendations advanced by the different contributors.
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The Province of Ontario and its municipalities should 
review the current division of responsibilities for 
planning, regulating, funding, and delivering key 
services to Ontarians. Such a review should focus 
on safeguarding accountability, sharing costs fairly, 
enhancing quality of service, and ensuring effective 
and efficient service delivery. The following six 
recommendations should guide the review:

1.	 Take a collaborative approach: A top-down 
approach will not produce the best results for 
Ontarians. Instead, the provincial government 
should take a collaborative approach, engaging 
municipalities, Indigenous communities, the 
business community, and service providers 
as partners in the process to promote service 
innovation and ensure greater buy-in.

2.	 Follow the pay-for-say principle and avoid 
unfunded mandates: A government’s input into 
how a service functions should be matched with 
a corresponding responsibility to pay for that 
service. Unfunded mandates, whereby provincial 
regulations require local government to perform 
certain actions without providing money to meet 
those requirements, should be avoided. In cases 
where shared funding or responsibility is deemed 
the best option, agreements with clear and 
distinct responsibilities, as well as procedures for 
resolving conflicts, are essential. 

3.	 Consider local revenue capacity: Any proposal 
to increase municipal service responsibilities 
should consider whether local governments have 
the necessary and appropriate resources to meet 
these responsibilities. A review should look at 
municipalities’ ability to pay and whether they 
have the right sources of revenue to pay for the 
new municipal responsibilities.

Summary Of Recommendations
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4.	 Respect local and regional differences: The 
costs of delivering services are not the same 
across the province. A review should analyze costs 
on a per-capita basis and take into consideration 
differences between regions. Asymmetrical 
arrangements may be required.

5.	 Look forward, not backward: A review of 
provincial-municipal responsibilities should look 
ahead to future challenges, such as how Ontario’s 
aging population might affect local service costs. 

6.	 Start with health and social services: Instead of 
a comprehensive approach, a review should begin 
with a focus on public health, ambulance services, 
long-term care, social housing, social assistance, 
and child care. Cost-sharing is prevalent for these 
services, and therefore lines of accountability are 
most opaque and questions about local input and 
autonomy most pronounced.
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Introduction

From the moment they wake up to the moment they go to bed, Ontarians 
interact with municipal services. The water they use to shower, the garbage 
they roll out to the curb, the roads they drive on to work, the transit on 
which they ride, and the streetlights that light up their street – all are 
services delivered to residents by municipal governments. 

And yet, as is often the case, the story is 
more complicated than it appears. 

In addition to the local services described 
above, municipalities deliver social hous-
ing and social assistance to those in need. 
They are responsible for long-term care 
homes, ambulance services, and public 
health programs. They are in charge 
of  fire and policing. They run libraries, 
community centres, child care services, 
and more. 

Furthermore, municipalities do little of  
this alone. The provincial government is 
involved in every aspect of  local service 
delivery, through cost-sharing, policy 
setting, regulation, or other forms of  en-
tanglement. No fewer than 280 provincial 
statutes, and countless provincial regula-
tions, policy frameworks, and service stan-
dards affect how municipalities in Ontario 
deliver services.1

This policy brief  explores the complex 
relationship between the Province and 
Ontario’s 444 municipalities – how it has 
become so intertwined and why the time 
has come for a reassessment that ensures 
Ontarians receive the most effective, 

efficient, and highest level of  services 
from their governments. 

We have been here before. The Ontario 
government carried out the Local 
Services Realignment in the late 1990s 
and the Provincial-Municipal Fiscal and 
Service Delivery Review (PMFSDR) in 
the mid-2000s, both of  which examined 
the division of  roles, responsibilities, 
and funding arrangements between the 
Province and municipalities. Why go 
down this road again? 

First, both the provincial government 
and municipal governments are facing 
mounting fiscal and service pressures 
due to an aging population, urban/rural 
population changes, a more competi-
tive global economic environment, and 
climate change, among other challenges. 
It is always prudent to periodically ensure 
that the distribution of  responsibilities 
between the Province and municipalities 
is as appropriate and effective as possible.

Second, the Province has expressed 
interest in modernizing and streamlin-
ing services.2 This requires examining 
how responsibilities are currently shared 

1Matthew Wilson, “Municipal Money Matters: Our Fiscal Future,” presentation to AMO Annual Conference, August 19, 
2019. http://www.amo.on.ca/AMO-PDFs/Events/19/Monday/MoneyMatters-Conference-fiscal-issues-session.aspx

2 Ministry of  Finance, 2019 Ontario Economic Outlook and Fiscal Review: A Plan to Build Ontario Together. https://budget.ontario.
ca/2019/fallstatement/pdf/2019-fallstatement.pdf

 http://www.amo.on.ca/AMO-PDFs/Events/19/Monday/MoneyMatters-Conference-fiscal-issues-session.aspx
https://budget.ontario.ca/2019/fallstatement/pdf/2019-fallstatement.pdf
https://budget.ontario.ca/2019/fallstatement/pdf/2019-fallstatement.pdf
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between the Province and municipali-
ties, and whether changes could improve 
service and ensure greater accountability 
for tax dollars. 

Finally, unilateral changes to provincial 
funding for services usually force other 
governments to fill in the gaps. When that 
happens, service quality may deteriorate 
due to a lack of  resources. It is imperative 
that the Province and municipalities work 
together to ensure services are effectively 
funded and delivered.

Previous work by Ontario 360 called for 
an independent review of  provincial-mu-
nicipal responsibilities in Ontario.3 This 
paper lays the groundwork for such a 
principles-based review. It draws on pub-
lished research, an analysis of  municipal 
financial data, and insights from a round-
table of  experts convened by the Institute 
on Municipal Finance and Governance 
(IMFG) that included academics and for-
mer municipal and provincial officials.4

Section 1 examines the current state of  
cost-sharing between the Province and 
municipalities across 15 service areas, 
and explains how the current situation 
came about. Section 2 sets out goals that 
should guide a review of  provincial-mu-
nicipal responsibilities, and compares the 
advantages and disadvantages of  central-
izing responsibilities to the Province or 
decentralizing to municipalities. Section 3 
contains six recommendations for how to 
undertake a review of  provincial-munici-
pal service delivery and funding. 

3 Gabriel Eidelman and Zack Taylor, “Municipal Affairs – Transition Briefing: A ‘Who Does What’ Panel 2.0 to Clarify Po-
litical Accountability and Improve Local Public Services,” Ontario 360 report series (Toronto: School of  Public Policy and 
Governance, University of  Toronto, 2018), https://on360.ca/30-30/municipal-affairs-transition-briefing/

4 The roundtable, held October 16, 2019, at the Munk School of  Global Affairs and Public Policy, included discussions on 
what principles should inform a realignment of  provincial-municipal responsibilities, and whether one size fits all when it 
comes to provincial-municipal responsibilities. 

https://on360.ca/30-30/municipal-affairs-transition-briefing/
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1. The State of Provincial-
Municipal Responsibilities

Most Ontarians would be surprised to learn that local governments across 
the province collectively spend more than $64 billion every year on public 
services.5 This money pays for everything from traditional “hard” services, 
such as roads and sewers, to so-called “soft” services, such as community 
programs and child care subsidies.

Spending on Local Services

To understand how local services are 
funded, including what expenditures 
are shared by local, provincial, and 
federal governments, we analyzed 
the most up-to-date municipal 
financial data collected by the 
Ontario Ministry of  Municipal 
Affairs and Housing, known as the 
Financial Information Return (FIR) 
database.6 

We analyzed municipal expendi-
tures for 15 key services: fire; police; 
roads; transit; wastewater; water; 
solid waste; public health; ambu-
lance; social assistance; long-term 
care; child care; social housing; 
parks and recreation; and librar-
ies and culture (see Appendix for 
details on the method).7 Together, 
these services account for 85 percent 
of  all local spending, or $55 billion 
(see Figure 1).

5 Includes both annual operating and capital expenditures. 
6 See https://efis.fma.csc.gov.on.ca/fir/
7  We excluded categories in which the nature of  municipal spending would not be obvious to most readers, including general 

government administration, catch-all categories such as “other protection,” and debt charges. Other functions such as 
land-use regulation, business licensing, and economic development promotion have important economic and social im-
pacts, but do not register as major municipal expenditures.

Source: Compiled from Ontario Ministry of  Municipal Affairs, Financial Information Return.
Note: Figures include data for 427 out of  444 municipalities. See appendix for details.

Figure 1:  SPENDING ON SELECT LOCAL SERVICES

https://efis.fma.csc.gov.on.ca/fir/
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Nearly $26 billion, or roughly 40 percent 
of  all municipal spending in Ontario 
(combined operating and capital) goes 
to capital-heavy services: roads, transit, 
water, and wastewater treatment. About 
$11 billion, or nearly one-fifth of  all 
local spending, goes to social services, 
such as social assistance, long-term care, 
child care, and social housing. Another 
$9 billion, or close to 15 percent of  total 
spending, goes to emergency services, 

such as fire, police, and ambulance. 

Totals and per-capita spending vary from 
one municipality to the other. Toronto, 
for example, spends more on public 
transit ($4.2 billion, or $1,434 per capita) 
than all 443 other Ontario municipalities 
combined ($3.2 billion, $305 per capita). 
Conversely, Ontario municipalities other 
than Toronto spend nearly three times 
more on roads ($675 per capita) than 
Toronto ($262 per capita). 

Who Pays for Local Services?

Just as important as how much municipal-
ities spend on local services is who pays 
for these services. Not every 
dollar spent by municipal-
ities is raised by munici-
palities themselves. The 
Province provides $9.4 
billion in funding for local 
services, almost exclusively 
through conditional trans-
fers.8 Figure 2 presents the 
respective share of  services 
funded by municipalities, 
through property taxes, 
user fees, and other own-
source revenues, versus 
provincial or federal trans-
fers. Overall, nearly 80 
percent of  local services 
selected for analysis are 
paid for through munici-
pal own-source revenues, 
compared to 17 percent 
from provincial transfers, 
and 4 percent from federal 
transfers.9

8 The unconditional transfers are made up of  the Ontario Municipal Partnership Fund ($510 million), which is provided to 
rural and northern communities.

9 These numbers include both conditional and unconditional transfers.

Source: Compiled from Ontario Ministry of  Municipal Affairs, Financial Information Return. 
Note: Excludes unconditional transfers.

Figure 2: SPENDING ON SELECT LOCAL SERVICES
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Sorting local expenditures by municipal, 
provincial, and federal contributions 
exposes two important findings. 

First, the share of  funding by each order 
of  government, especially between mu-
nicipal and provincial governments, varies 
widely by service. Municipal contributions 
range from a low of  12 percent for child 
care services, to a high of  99.8 percent for 
fire services; conversely, provincial shares 
range from zero to 86 percent. 

Second, these dramatic differences in 
funding shares by service area highlight 
the danger of  making sweeping gener-
alizations about how responsibilities are 
divided between the Province and munic-
ipalities. The fiscal equation changes from 
issue to issue, municipality to municipality. 

The lack of  uniform cost-sharing ar-
rangements raises questions about the 
extent of  provincial-municipal “entan-
glement” – the degree to which service 
delivery is complicated by shared financial 
responsibilities. To isolate these dynamics, 
we further divided financial data into two 
categories: services that are largely munic-
ipal, in which the provincial government 
contributes less than 10 percent of  total 
service funding; and services that are 
highly intertwined, in which the provin-
cial government contributes anywhere 
between 10 and 90 percent of  overall 
funding.

Largely municipal services: includes 
“traditional” municipal responsibilities, 
such as fire, police, wastewater treatment, 

water, solid waste collection and dispos-
al, parks and recreation, local libraries 
and cultural facilities, roads, and public 
transit.

Intertwined services: includes health 
and social services, such as child care, 
social assistance, public health, long-term 
care, ambulance, and social housing.

The most striking feature of  the “inter-
twined” services is that each associated 
cost-sharing ratio follows, at best, an 
ill-defined rationale, or at worst, appears 
completely arbitrary. Most public ser-
vices in this category are funded through 
complex cost-sharing arrangements that 
rarely follow any clear, principled crite-
ria, whether based on population, fiscal 
capacity, or need.10

Funding arrangements are more often the 
product of  political negotiations between 
provincial and municipal officials, or dis-
cretionary decisions taken by specific mu-
nicipalities to address particular service 
priorities, or the unintended consequence 
of  past attempts to rationalize provin-
cial-municipal responsibilities.

The current funding mix for social assis-
tance, for example, was negotiated be-
tween the Province, the City of  Toronto, 
and the Association of  Municipalities 
of  Ontario in 2008, when the Province 
agreed to pay for 100 percent of  Ontario 
Works and Ontario Disability Support 
Program benefits, and 50 percent of  the 
programs’ administrative costs, which 
are implemented by municipalities.11 The 

10  This is hardly unusual. Many intergovernmental cost-sharing arrangements, including those between federal and provincial 
governments, fail to follow a principled allocation. See Erich Hartmann, Jordann Thirgood, and Andrew Thies, A Fair Fiscal 
Deal: Towards a More Principled Allocation of  Federal Transfers (Toronto: Mowat Centre, 2018). 

11 Government of  Ontario, Association of  Municipalities of  Ontario, and City of  Toronto, Provincial-Municipal Fiscal and Service 
Delivery Review: Facing the Future Together, 2008, http://www.mah.gov.on.ca/AssetFactory.aspx?did=6050 

http://www.mah.gov.on.ca/AssetFactory.aspx?did=6050 
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precise 50:50 split for administration 
costs is nothing more than a rudimentary 
compromise – the two sides simply met 
halfway.

Funding for social housing is a mixed bag 
of  municipal (77 percent), provincial (14 
percent), and federal (9 percent) dollars. 
Unlike social assistance funding, this is not 
the result of  formal negotiations, but rath-
er unilateral decisions by different provin-
cial governments to invest or disinvest. 

In the early 2000s, provincial spending 
on social housing was effectively zero.12 

Recent housing plans and infrastructure 
investment strategies have brought the 
provincial share, on average, back up to 
15 percent of  total funding – but only in 

the aggregate. As we will see, different 
municipalities across the province pay for 
different shares of  social housing costs, 
without any direct tie to social or finan-
cial need, and with important impacts on 
some municipalities’ fiscal situation.

Even for services in which costs are shared 
based on clear criteria – such as child 
care, where provincial funding is allocat-
ed according to a strict, evidence-based 
Child Care Funding Formula – the 
underlying rationale for intergovernmen-
tal cost-sharing is not always clear.13 For 
example, observers would be right to ask 
why child care is not a wholly provincial 
funding responsibility, similar to full-day 
kindergarten. 

How Did We Get Here?

Many of  the most questionable elements 
of  the current system can be traced to 
policy decisions made in the 1990s. 

In 1996, the provincial government cre-
ated the Who Does What Panel. Chaired 
by David Crombie, the panel comprised 
16 current and former municipal politi-
cians and public servants with experience 
in both provincial and local government, 
as well as several independent scholars.14

The original mandate of  the Who Does 
What Panel was to “disentangle” public 
service delivery across the province by 
reducing duplication and inefficiencies, 
and, where appropriate, enabling munici-
palities to manage their own affairs. 

Rather than compile its recommendations 

into a comprehensive report, the group 
presented its findings in a series of  
19 letters addressed to the Minister 
of  Municipal Affairs and Housing. 
Altogether, the panel proposed more than 
200 reforms to the education system and 
the delivery of  social services, transporta-
tion and utilities, emergency services, as-
sessment and property taxes, and general 
municipal administration.

A central principle guiding the panel’s 
work was that, “where possible, only one 
level of  government should be responsi-
ble for spending decisions.”15 Municipal 
governments, for example, should be 
solely responsible for “hard” services, 
such as services to property (e.g., police, 
fire), roads, transit, and utilities; and the 

12 See Greg Suttor, Still Renovating: A History of  Canadian Social Housing Policy (Kingston: McGill-Queen’s University Press, 2016).
13 Ontario Ministry of  Education, “Care funding formula: Technical paper,” 2017, https://efis.fma.csc.gov.on.ca/faab/

Memos/CC2017/EYCC3_attach4_EN.PDF
14 Including one of  the co-authors of  this paper, Dr. Enid Slack. 
15 David Crombie, Letters and Recommendations: Who Does What Panel, 1996.

https://efis.fma.csc.gov.on.ca/faab/Memos/CC2017/EYCC3_attach4_EN.PDF 
https://efis.fma.csc.gov.on.ca/faab/Memos/CC2017/EYCC3_attach4_EN.PDF 
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provincial government should be solely 
responsible for “soft” services and redis-
tributive programs, such as public health 
and social assistance programs.16

Only some of  these recommendations 
were implemented. Even before the panel 
had completed its work, the Province ini-
tiated a process known as Local Services 
Realignment, which “uploaded” the full 
cost of  public education to the Province, 
and “downloaded” services such as 
transit, roads, and property assessment to 
municipalities. The panel had suggested 
these changes, but the realignment did 
not stop there. 

Most of  the health and social services that 
the panel had recommended be solely 
funded by the Province, such as ambu-
lances, public health, and child care, were 
instead either fully downloaded to mu-
nicipalities, or realigned so that a larger 
share of  costs were shifted to municipal-
ities, which were ill-equipped to take on 
the extra financial burden. 

In 2003, the Association of  Municipalities 
of  Ontario (AMO) and the City of  
Toronto began negotiations with the 
new Liberal provincial government to 
rectify the fiscal imbalance. In 2004, the 
Province announced it would restore its 
share of  public health funding from 50 
percent to 75 percent by 2007.17 The next 
year, it created the Ontario Municipal 
Partnership Fund (OMPF), a targeted, 

unconditional transfer and equalization 
program for northern and rural munic-
ipalities, which today totals about $500 
million.18 And in 2006, it contributed an 
additional $300 million over three years 
for ambulance services.19

The culmination of  these efforts was the 
Provincial Municipal Fiscal and Service 
Delivery Review, a formal upload agree-
ment signed by the Province, AMO, and 
the City of  Toronto in 2008, which com-
mitted the Province to assume the full cost 
of  the Ontario Drug Benefit, the Ontario 
Disability Support Program, and Ontario 
Works benefits by 2018.20

Together, these reforms eliminated bil-
lions of  dollars of  financial obligations 
from municipal balance sheets. But they 
also added a new layer of  conditions and 
constraints that has made the relationship 
between the Province and municipalities 
even more opaque.

Since coming into office in 2018, the 
Progressive Conservative government has 
focused on cost-sharing arrangements in 
three main areas: public health, ambu-
lance services, and child care. 

The 2019 provincial budget included 
plans to restructure public health funding 
over the following three years. Currently, 
costs are roughly split 60:40 (provin-
cial-municipal) for Toronto and 70:30 for 
all other public health units. By 2022, the 

16 With the exception of  capital funding for subways, which the panel concluded should be funded entirely by the Province.
17 Government of  Ontario, “McGuinty government launches ‘Operation Health Protection,’“ news release, June 22, 2004, 

https://news.ontario.ca/archive/en/2004/06/22/McGuinty-government-launches-039Operation-Health-Protection039.
html

18 Government of  Ontario, “McGuinty government introduces fairer municipal investment program,” news release, March 
31, 2005, https://news.ontario.ca/archive/en/2005/03/31/McGuinty-Government-introduces-fairer-municipal-invest-
ment-program.html

19 Government of  Ontario, “Strengthening rural communities for a stronger Ontario,” news release, February 21, 2006, 
https://news.ontario.ca/opo/en/2006/02/strengthening-rural-communities-for-a-stronger-ontario.html

20 Government of  Ontario et al., Provincial-Municipal Fiscal and Service Delivery Review: Facing the Future Together, 2008, 
http://www.mah.gov.on.ca/AssetFactory.aspx?did=6050

https://news.ontario.ca/archive/en/2004/06/22/McGuinty-government-launches-039Operation-Health-Protection039.html
https://news.ontario.ca/archive/en/2004/06/22/McGuinty-government-launches-039Operation-Health-Protection039.html
 https://news.ontario.ca/archive/en/2005/03/31/McGuinty-Government-introduces-fairer-municipal-investment-program.html
 https://news.ontario.ca/archive/en/2005/03/31/McGuinty-Government-introduces-fairer-municipal-investment-program.html
https://news.ontario.ca/opo/en/2006/02/strengthening-rural-communities-for-a-stronger-ontario.html
http://www.mah.gov.on.ca/AssetFactory.aspx?did=6050
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Province intends to revise these ratios to 
50:50 for Toronto, 60:40 for six regions 
with a population over 1 million, and 
70:30 for three regions with a population 
under 1 million.21

Ambulance services are expected to be 
restructured by consolidating 52 ambu-
lance units to just 10 regional entities, and 
freezing funding contributions at 2017 
levels – well below the 50:50 split envi-
sioned in 2006.22 

Finally, the Province has proposed a for-
mal 80:20 provincial-municipal cost-shar-
ing arrangement for its child care expan-
sion plan, which is still in development. At 
the time of  writing, the Province had not 
clarified whether existing subsidies will be 
affected.23

21 Michael Jacek, “Public Health: Proposed funding reductions and re-structuring,” Association of  Municipalities Ontario, 
2019, https://www.amo.on.ca/AMO-Content/Backgrounders/2019/PublicHealthProposedFundingReductionsandRe-
Structur

22 Monika Turner, “The future of  the municipal role in paramedics services,” Association of  Municipalities Ontario, 2019, 
http://www.amo.on.ca/AMO-Content/Backgrounders/2019/TheFutureoftheMunicipalRoleinParamedicServices.aspx

23 Michael Jacek, “Changes to child care and early years programming in Ontario,” Association of  Municipalities Ontario, 
2019, https://www.amo.on.ca/AMO-Content/Backgrounders/2019/ChangestoChildCareandEarlyYearsProgramming-
inOntari

https://www.amo.on.ca/AMO-Content/Backgrounders/2019/PublicHealthProposedFundingReductionsandReStructur
https://www.amo.on.ca/AMO-Content/Backgrounders/2019/PublicHealthProposedFundingReductionsandReStructur
http://www.amo.on.ca/AMO-Content/Backgrounders/2019/TheFutureoftheMunicipalRoleinParamedicServices.aspx
https://www.amo.on.ca/AMO-Content/Backgrounders/2019/ChangestoChildCareandEarlyYearsProgramminginOntari 
https://www.amo.on.ca/AMO-Content/Backgrounders/2019/ChangestoChildCareandEarlyYearsProgramminginOntari 
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Nearly 25 years after the Who Does What Panel stressed the importance 
of  clarifying lines of  accountability, current cost-sharing arrangements 
between the Province and municipalities remain a “tangled web” of  
overlapping obligations.24 

Is there a better way to assign functions 
between governments? What goals should 
underlie a review of  provincial-municipal 
responsibilities? 

The answer to these questions rests partly 

on determining the costs and benefits of  
planning, funding, and delivering services 
at the provincial versus municipal level – 
that is, whether to centralize or decentral-
ize responsibilities. 

Centralization vs. Decentralization

Some experts argue that as a general rule, 
services should be assigned to the lowest 
level of  government where efficiency and 
equity can be achieved.25 This is known as 
the principle of  subsidiarity. As Bahl and 
Bird have written, “people are more likely 
to get the package of  public services they 
want, if  not necessarily what others think 
they should want, under a decentralized 
system than under a centralized system.”26

Some studies have found that decen-
tralization to local governments fosters 
the involvement of  local organizations 
in policy-making, including businesses, 
residents’ groups, arts organizations, and 

environmental groups. These organiza-
tions, the argument goes, are more likely 
to have access to local governments than 
to higher levels of  government. Removing 
local governments from policy-making 
and decision-making can thus reduce the 
voice of  these organizations.27

Local governments are also sites for inno-
vation. Emerging policy solutions can be 
more easily tested at a small scale before 
adoption by others. A successful training 
model for long-term care workers in Peel 
Region, for example, has been adapted 
and adopted by the City of  Toronto.28 
Decentralization can feed this innovative 

24 André Côté and Michael Fenn, Provincial-Municipal Relations in Ontario: Approaching an Inflection Point. IMFG Papers No. 17 
(Toronto: Institute on Municipal Finance and Governance, 2014), https://munkschool.utoronto.ca/imfg/uploads/274/
imfg_perspectives_6___cote_fenn.pdf

25 Roy Bahl and Richard M. Bird, Fiscal Decentralization and Local Finance in Developing Countries (Cheltenham: Edward Elgar, 
2018); Robin Boadway and Anwar Shah, Fiscal Federalism: Principles and Practices of  Multiorder Governance (Cambridge: Cam-
bridge University Press, 2009).

26 Bahl and Bird, Fiscal Decentralization and Local Finance in Developing Countries, 9.
27 Martin Horak, “Conclusion: Understanding multilevel governance in Canada’s cities,” in Robert Young and Martin 

Horak (eds.), Sites of  Governance: Multilevel Governance and Policy Making in Canada’s Big Cities, 349–370 (Montreal & Kingston: 
McGill-Queen’s University Press, 2012).

28 City of  Toronto, “City Council approves new approach to care for long-term care homes,” 2019. https://www.toronto.ca/
home/media-room/news-releases-media-advisories/?nrkey=B83F352A415528D9852584D40057BD48; Moira Welsh, 
“Toronto unveils plans to revamp long term care homes,” Toronto Star, November 27, 2019,

https://www.thestar.com/news/gta/2019/11/27/city-unveils-plans-to-revamp-long-term-care-homes.html

2. Setting up the Goals of a Review

https://munkschool.utoronto.ca/imfg/uploads/274/imfg_perspectives_6___cote_fenn.pdf
https://munkschool.utoronto.ca/imfg/uploads/274/imfg_perspectives_6___cote_fenn.pdf
 https://www.toronto.ca/home/media-room/news-releases-media-advisories/?nrkey=B83F352A415528D9852584D40057BD48
 https://www.toronto.ca/home/media-room/news-releases-media-advisories/?nrkey=B83F352A415528D9852584D40057BD48
https://www.thestar.com/news/gta/2019/11/27/city-unveils-plans-to-revamp-long-term-care-homes.html
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capacity by creating more room for 
experimentation. 

Despite these arguments, centralizing 
functions (to the provincial level) is war-
ranted and desirable in many situations. 

Centralization is often required to ensure 
common service standards, such as in 
health care and education. Centralization 
can also result in economies of  scale 
(where the cost per unit of  output falls with 
increasing scale), and help ensure fairness.
Some services, such as social services, are 
redistributive in nature, meaning that they 
benefit low-income households relatively 

more than high-income households. The 
most effective and equitable way to fund 
redistributive services is through a progres-
sive tax, such as an income tax, which is 
currently levied only at the provincial and 
federal levels.29

Finally, centralization can address spillover 
effects. A highway, for instance, can cross 
municipal boundaries. Centralizing respon-
sibility, or at least leaving some oversight 
at a higher level of  government, ensures 
the optimal level of  service for the region; 
decentralization, meanwhile, can lead to 
municipalities making service decisions 
based on the needs of  local residents only.30

There Is No Golden Rule

The arguments for centralization versus 
decentralization – for increased provincial 
versus municipal funding and responsibil-
ity – do not provide a definitive answer on 
which is best. 

Deciding who does what is a matter of  
balancing the need for uniform standards 
and the desire for local input and inno-
vation. It is also a matter of  balancing 
competing priorities and adapting to the 
particular context of  a region, or the de-
mands of  delivering a particular service. 

Past studies have highlighted the importance 
of  distinguishing between the needs of  large 
cities, rural municipalities, and northern 
communities; emphasizing accountability; 
and focusing on improving service quality 
rather than ensuring a revenue-neutral 

outcome when realigning responsibilities.31

These considerations and past recom-
mendations point to a set of  goals for 
any review of  provincial-municipal 
responsibilities: 
•	 enhancing quality of  service;
•	 ensuring effective and efficient service 

delivery; 
•	 safeguarding accountability; 
•	 sharing costs fairly.

It is important to avoid a one-size-fits-all 
approach. In some cases, it may be benefi-
cial to disentangle provincial and munici-
pal involvement by assigning responsibility 
to one government or the other. Some 
services, though, may benefit from greater 
coordination and cooperation between 
levels of  government.32

29 Boadway and Shah, Fiscal Federalism.
30 Other possibilities for addressing externalities include road tolls or amalgamation of  municipalities affected by the spillover. 

See Harry Kitchen and Enid Slack, More Tax Sources for Canada’s Largest Cities: Why, What, and How? IMFG Papers No. 27 
(Toronto: Institute on Municipal Finance and Governance, 2016), https://munkschool.utoronto.ca/imfg/uploads/348/
imfgpaper_no27_taxrevenues_slack_kitchen_june_27_2016_updated.pdf

31 Côté and Fenn, Provincial-Municipal Relations in Ontario; Eidelman and Taylor, Municipal Affairs – Transition Briefing.
32 Multi-level governance carries significant possible benefits, including the ability to profit from pooled resources while still creating 

opportunity for local input. However, risks of  sacrificing accountability and wasting resources also exist (see Horak, “Conclusion”).

https://munkschool.utoronto.ca/imfg/uploads/348/imfgpaper_no27_taxrevenues_slack_kitchen_june_27_2016_updated.pdf
https://munkschool.utoronto.ca/imfg/uploads/348/imfgpaper_no27_taxrevenues_slack_kitchen_june_27_2016_updated.pdf
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We offer six recommendations as a guiding framework for a productive 
review of  provincial and municipal responsibilities in Ontario:

1. Take a Collaborative Approach

Municipalities are often referred 
to as “creatures of  the provinces.” 
Unfortunately, too many changes to 
provincial-municipal responsibilities have 
been undertaken within the top-down 
spirit of  that phrase. 

That’s not to suggest that the Province 
has no role in municipal affairs. Provincial 
action has led to important achievements 
such as the creation of  regional govern-
ments and the Greenbelt.33 A top-down 
approach to a review of  provincial-mu-
nicipal responsibilities, however, will not 
produce the best results for Ontarians. 

Municipalities should be equal partners 
in any review and co-creators of  the 
ultimate policy decisions. A collaborative 
approach, while more time-consuming 

and more complex, allows for the consid-
eration of  local concerns and best practic-
es and ensures greater buy-in when a final 
agreement is reached.34

Special care should also be taken to en-
sure Indigenous communities have an ap-
propriate role in the review. Governments 
have a duty to consult and accommodate 
Indigenous communities on matters that 
impact Indigenous and treaty rights.35 
The Province would need to determine 
if  and to what extent this duty to consult 
is triggered by a review of  provincial-mu-
nicipal responsibilities. 

In any case, since 85 percent of  Indigenous 
people in Ontario live in urban areas, 
ensuring access to culturally appropriate 
services for Indigenous people in urban 

33   Zack Taylor, Shaping the Metropolis: Institutions and Urbanization in the United States and Canada, (Montreal & Kingston: Mc-
Gill-Queen’s University Press, 2019). 

34 A review would also be an opportune time to consider how to reduce unilateral provincial intervention in future. For instance, 
the Province could institute restrictions for how amendments are made to the Municipal Act or the City of  Toronto Act, including 
requiring consultation with municipalities. See Kristin Good, The Fallacy of  the “Creatures of  the Provinces” Doctrine: Recognizing and 
Protecting Municipalities’ Constitutional Status, IMFG Papers No. 46 (Toronto: Institute on Municipal Finance and Governance, 
2019), https://tspace.library.utoronto.ca/bitstream/1807/98264/1/imfgpaper_no46_recognizingandprotectingmunicipali-
ties_kristingood_nov_26_2019.pdf

35 Whether municipalities also have a duty to consult and accommodate is under debate. See Felix Hoehn and Michael Stevens, 
“Local Governments and the Crown’s Duty to Consult,” Alberta Law Review, 55(4), 2018, 971–1008; Association of  Municipalities 
of  Ontario, “Municipal governments and the Crown’s ‘duty to consult’: Towards a process that works for local communities,” 
2019, https://www.amo.on.ca/AMO-PDFs/Reports/2019/AMO-Discussion-Paper-Municipal-Governments-and-the.aspx

3. Recommendations for a Review of 
Provincial-Municipal Responsibilities

https://tspace.library.utoronto.ca/bitstream/1807/98264/1/imfgpaper_no46_recognizingandprotectingmunicipalities_kristingood_nov_26_2019.pdf
https://tspace.library.utoronto.ca/bitstream/1807/98264/1/imfgpaper_no46_recognizingandprotectingmunicipalities_kristingood_nov_26_2019.pdf
https://www.amo.on.ca/AMO-PDFs/Reports/2019/AMO-Discussion-Paper-Municipal-Governments-and-the.aspx
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areas should be a consideration in any 
discussions of  how services are planned, 
funded, and delivered.36 Any realignment 
of  responsibilities could impact existing 
governance arrangements between munici-
palities and Indigenous communities.

A robust collaborative approach should 
also include non-governmental actors, such 
as business groups and service providers. 
These groups are instrumental in shaping 
cities, and in many cases deliver local ser-
vices, and thus are central to the gover-
nance of  municipalities. Moreover, they 
have invaluable insight into what works 

and doesn’t work in the delivery of  services 
in Ontario. 

Collaboration need not be achieved all at 
once. One possibility raised at the expert 
roundtable is for the Province to run pilot 
projects to test the effects of  giving great-
er responsibility to municipalities. The 
Province could determine goals for service 
delivery in certain areas, provide a fixed 
budget, and let municipalities identify the 
best way to meet those goals. The results 
could be scaled up, whether through 
sharing best practices or by expanding the 
approach to other service areas.37

2. Follow the Pay-for-say Principle and Avoid Unfunded 
Mandates

Discussions about cost sharing cannot 
be separated from discussions about 
decision-making authority. The pay-for-
say principle is one way to ensure deci-
sion-making power and funding responsi-
bility are appropriately linked. 

The pay-for-say principle means that if  a 
government has input into how a service 
functions, it should also have a correspond-
ing responsibility to pay for the service. 
Decision-makers, in short, need to have 
“skin in the game” for the 
services they control. 

This principle suggests a 
useful initial criterion for 
allocating responsibilities 
between the Province and 
municipalities (see Figure 3): 
The more a service needs 

to be standardized and regulated at the 
provincial level, the more it should be 
funded at that level; the more local input 
and variation is desired, the more it should 
be funded by municipalities. 

For services that fall somewhere in the 
middle, cost-sharing arrangements may 
be desirable. In these cases, agreements 
with clear and distinct responsibilities, as 
well as procedures for resolving conflicts, 
are essential.38

36 Government of  Ontario, “The urban Indigenous action plan,” 2018, https://www.ontario.ca/page/urban-indigenous-ac-
tion-plan; Action Canada, “A wider circle: Aboriginal voices in Canadian cities,” 2018, https://indigenousto.ca/wp-content/
uploads/2018/10/Research_Governance_1b.pdf

37 An OECD study on reforming fiscal responsibilities notes that “pilot programmes can help prepare the way for compre-
hensive reforms,” and points to municipal reorganization in several Nordic countries as a potential model to follow. See 
“Reforming fiscal relations: Going beyond the zero-sum game,” in Hansjörg Blöchliger and Camila Vammalle (eds.), 
Reforming Fiscal Federalism and Local Government: Beyond the Zero-Sum Game, 11–25 (Paris: OECD, 2012).

38 Bahl and Bird, Fiscal Decentralization and Local Finance in Developing Countries.

Figure 3: PROVINCIAL STANDARDS-LOCAL SPECTRUM

https://indigenousto.ca/wp-content/uploads/2018/10/Research_Governance_1b.pdf 
https://indigenousto.ca/wp-content/uploads/2018/10/Research_Governance_1b.pdf 
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Deciding where a service falls along the 
spectrum in Figure 3 is only the begin-
ning of  the conversation. The pay-for-say 
principle refers only to a link between 
decision-making and funding. It does not 
determine whether or how governments 
should split responsibility for strategic and 
planning decisions about service stan-
dards, on the one hand, and delivery of  
the service, on the other. 

Such a split can be beneficial. It is often 
the case that local residents demand 
services beyond the provincial standard, 
and it is appropriate that it fall to munic-
ipalities to pay for these enhancements.39  
Some at the expert roundtable suggested 
that, in such cases, the base level of  ser-
vice mandated by the Province could be 
funded provincially, leaving municipalities 
the option to offer additional services at 
their own cost. 

Following the pay-for-say principle can 
also help avoid unfunded mandates – situ-
ations in which provincial policy decisions 
result in disproportionate costs for certain 
municipalities without commensurate 
funding to help meet those costs. For ex-
ample, fire protection is strictly regulated 
at the provincial level, meaning that the 
Province can unilaterally increase service 
standards without helping pay for the 
additional cost of  those changes.

To guard against unfunded mandates, 
it may be appropriate to establish a 
principle along the lines of  Denmark’s 
Extended Total Balance Principle. 
According to this principle, if  a decision 
by a higher order of  government leads 
to increased costs at the local level, the 
local municipality receives compensation 
from the higher order of  government. 
Similarly, any savings incurred at a local 
level due to a decision by a higher order 
of  government are returned to the higher 
order of  government.40

A review should also analyze less obvious 
forms of  downloading in which policy 
decisions at the provincial level create 
unexpected costs for local governments, 
and vice versa. Ambulance services, for 
example, are greatly affected by the wider 
health care system, which is provincially 
controlled. Ambulances cannot discharge 
a patient at a hospital until there is a bed 
available, which can take hours because 
of  long wait times at some hospitals.41 
Municipalities bear the cost of  these 
delays, even though the wait times are out 
of  their control. 

Other examples of  cross-subsidization 
between the healthcare system and the 
municipal sector include the Province 
requiring every upper or single-tier mu-
nicipality to maintain at least one long-
term care home, and expecting municipal 

39 Katherine A, Graham and Susan D. Phillips, “‘Who Does What’ in Ontario: The process of  provincial-municipal disentan-
glement,” Canadian Public Administration 41(2), 1998, 175–209.

40 Lotte Jensen and David Fjord, “Budget reforms in Denmark: Unheralded but nevertheless effective,” in John Wan-
na, Lotte Jensen, and Jouke de Vries (eds.), The Reality of  Budgetary Reform in OECD Nations: Trajectories and Consequences, 
193–220 (Cheltenham: Edward Elgar, 2010); Jorgen Lotz, You Get What You Pay For: How Nordic Cities are Financed, IMFG 
Papers No. 7 (Toronto: Institute on Municipal Finance and Governance, 2012), https://tspace.library.utoronto.ca/bit-
stream/1807/81270/1/imfg_no._7_lotz_2012-03-11.pdf  

41 Joanne Laucius, “Offload delay: Ottawa paramedics had no one free to transport patients for 7.5 hours in June,” Ottawa 
Citizen, October 9, 2019, https://ottawacitizen.com/news/local-news/offload-delay-ottawa-paramedics-had-no-one-free-
to-transport-patients-for-7-5-hours-in-june

https://tspace.library.utoronto.ca/bitstream/1807/81270/1/imfg_no._7_lotz_2012-03-11.pdf
https://tspace.library.utoronto.ca/bitstream/1807/81270/1/imfg_no._7_lotz_2012-03-11.pdf
https://ottawacitizen.com/news/local-news/offload-delay-ottawa-paramedics-had-no-one-free-to-transport-patients-for-7-5-hours-in-june
https://ottawacitizen.com/news/local-news/offload-delay-ottawa-paramedics-had-no-one-free-to-transport-patients-for-7-5-hours-in-june
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governments to incur significant and larg-
er long-term debt commitments for the 
refurbishment, expansion, and equipping 
of  local hospitals.42

 

A realignment of  responsibilities could re-
solve these issues. It is worth considering, 
for example, whether ambulance services 
or long-term care should be fully integrat-
ed with the broader health care system at 
the provincial level.43

3. Consider Local Revenue Capacity 

Any shift of  responsibility – whether it 
is down to municipalities or up to the 
Province – needs to take into account 
whether the government that will take 
on the responsibility has the necessary 
and appropriate revenues to meet that 
responsibility. 

Downloading raises the question – can 
a municipality raise sufficient revenues 
to deliver the service effectively? For 
fiscally weak municipalities, are there 
steps they can take to improve their 
fiscal capacity, such as sharing their tax 
at a “regional” level?

It is also important to consider whether 
municipal funding sources are appro-
priate for the services municipalities are 
asked to fund.44 Although the property 
tax is a good tax for funding local services 
such as local roads, parks, and recreation 
centres,45 it is not as effective at funding 

redistributive services, because it is less 
directly linked to the incomes of  those 
being taxed.46

For example, municipalities in Ontario 
currently pay three-quarters of  social 
housing costs. These costs put great pres-
sure on the property tax, which is not as 
progressive as an income tax, and there-
fore not the best way to pay for social 
housing. A review of  provincial-municipal 
responsibilities should examine whether 
some services should no longer be funded 
by property tax revenues.

The review should also consider funding 
inequities between different municipalities 
with respect to social housing. The City of  
Toronto spends $933 million, or $315 per 
person, on social housing. Of  this total, 
the provincial government contributes just 
$333,250, or $0.11 per person – a share 
of  just 0.04 percent. Compare this to 

42 AdvantAge Ontario, “Ontario’s Municipalities: Proud Partners in Long Term Care,” 2018.
43 In its annual Ontario Municipal Chief  Administrative Offer Survey, Strategy Corp. also heard concerns about ambulance 

and long-term care, as well as “considerable concern about how Ontario Health Teams would fit with municipal services 
and frustration over the lack of  engagement between the Ministry of  Health and the municipal world.” Strategy Corp., 
Ontario Municipal Chief  Administrative Officer Survey, 2019, 6, http://strategycorp.com/wp-content/uploads/2019/08/Strate-
gyCorp_CAO_Report_2019.pdf

44 Kitchen and Slack, More Tax Sources; Sunil Johal, Kiran Alwani, Jordann Thirgood, and Peter Spiro, Rethinking Municipal 
Finance for the New Economy, Paper No. 189 (Toronto: Mowat Centre, 2019), https://munkschool.utoronto.ca/mowatcentre/
wp-content/uploads/publications/189_rethinking_municipal_finance_for_the_new_economy.pdf  

45 Bev Dahlby and Melville McMillan, “What is the Role of  Property-Related Taxes? An Assessment of  Municipal Property 
Taxes, Land Transfer Taxes, and Tax Increment Financing,” in Enid Slack, Lisa Philipps, Lindsay M. Tedds, and Heather 
L. Evans (eds.), Funding the Canadian City, 45–73 (Toronto: Canadian Tax Foundation, 2019).

46 A low-income person may live in a house that has appreciated in value over several decades, while a high-income person 
may live in a modest house that does not reflect their wealth. The better way to redistribute from the rich to the poor is 
through a progressive income tax or a widely distributed (e.g., regional, provincial, or federal) wealth tax.

http://strategycorp.com/wp-content/uploads/2019/08/StrategyCorp_CAO_Report_2019.pdf
http://strategycorp.com/wp-content/uploads/2019/08/StrategyCorp_CAO_Report_2019.pdf
https://munkschool.utoronto.ca/mowatcentre/wp-content/uploads/publications/189_rethinking_municipal_finance_for_the_new_economy.pdf
https://munkschool.utoronto.ca/mowatcentre/wp-content/uploads/publications/189_rethinking_municipal_finance_for_the_new_economy.pdf
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municipalities in the rest of  the province, 
which together spend $1.9 billion on social 
housing, an average of  $182 per person. In 
these municipalities, the Province contrib-
utes a total $405 million, or an average of  
$38 per person – a 21 percent share of  all 
operating and capital costs.

There are two justifications for provin-
cial funding of  social housing: first, the 
Province has more appropriate revenues 
to undertake redistribution, and second, 
provincial funding reduces pressure on 
municipal property taxes, especially in 
cities that bear a disproportionate burden 
of  the cost. 

4. Respect Local and Regional Differences

Different municipalities in different 
regions have different service needs and 
incur different costs. Any review of  pro-
vincial-municipal responsibilities should 
analyze costs on a per-capita basis and 
take into consideration local and region-
al differences when determining fair 
cost-sharing arrangements. 

For example, fast-growing suburban 
municipalities, such as Milton, spend 19 
percent more than the provincial aver-
age building new roads ($693 vs. $584 
per capita). Large cities, such as Ottawa, 
spend twice as much on public transit 
($664 per capita) than all other munic-
ipalities excluding Toronto ($305 per 
capita). And northern municipalities, such 
as Timmins, spend 60 percent more on 
ambulance services ($146 per capita) than 
municipalities in the Greater Toronto and 
Hamilton Area ($91 per capita).

Furthermore, of  Ontario’s 444 munic-
ipalities, 267 have a population of  less 
than 10,000 and 192 have a population 

of  less than 5,000.47 The smallest mu-
nicipalities have relatively few employees 
and often a very small non-residential tax 
base, making them largely dependent on 
the Province for fiscal sustainability.

These differences may necessitate the 
creation or further development of  asym-
metrical cost-sharing arrangements that 
take into account the needs, costs, and 
fiscal capacity of  specific municipalities in 
different regions. At the very least, in the 
context of  a discussion of  regional and 
local differences, a review of  the Ontario 
Municipal Partnership Fund (OMPF), a 
transfer program which targets the prov-
ince’s 389 northern and rural municipali-
ties, is warranted.48

Finally, a review of  provincial-municipal 
responsibilities should consider how other 
governance institutions – existing or new 
– could help deliver services in Ontario.49 

For example, the Northern Policy Institute 
has published a report recommending the 
implementation of  regional governments 

47 Association of  Municipalities of  Ontario, “Number of  Municipalities by Population Range.” https://www.amo.on.ca/
AMO-Content/Municipal-101/Ontario-Municipalities.aspx

48 Ontario Ministry of  Finance, “Ontario Municipal Partnership Fund,” 2019, https://www.fin.gov.on.ca/en/budget/
ompf/2020/

49 In 2019, the Province commissioned a non-fiscal review of  governance, decision-making, and service delivery in 82 munici-
palities in nine “regions” across Central Ontario, but took no substantive action.

https://www.amo.on.ca/AMO-Content/Municipal-101/Ontario-Municipalities.aspx
https://www.amo.on.ca/AMO-Content/Municipal-101/Ontario-Municipalities.aspx
https://www.fin.gov.on.ca/en/budget/ompf/2020/ 
https://www.fin.gov.on.ca/en/budget/ompf/2020/ 


21

throughout Northern Ontario.50 In the 
GTHA, in the case of  services such as 
transit, standard-setting could be left to 
regional bodies, with local entities taking 
charge of  delivery.  

In general, any review should consider 
the question of  whether regional govern-
ments, counties, conservation authorities, 
Indigenous communities, the private sec-
tor, and other bodies could play new roles 
in service planning or delivery.51

5. Look Forward, Not Backward

Reviews of  provincial-municipal re-
sponsibilities are, by their nature, back-
ward-looking. They analyze past costs for 
services and are based on past demand. 
This approach can help correct for 
inefficiencies and inequities that reveal 
themselves over time. However, a review 
of  provincial-municipal responsibilities 
should also be forward-looking. What 
may seem like an appropriate way to 
divide responsibilities today may change 
drastically in a few years. 

Consider long-term care services for 
seniors. A recent survey by Strategy Corp. 
found that municipal CAOs expressed 
concern that costs for long-term care are 
mounting while funding is decreasing.52 

Moreover, the fiscal pressures differ by 
location; seniors make up a larger propor-
tion of  the population in rural communi-
ties versus urban areas.53 

Demographic trends in the GTHA differ 
from those in the rest of  the province. 
Thanks to strong international migration, 

the GTHA has a relatively young popu-
lation compared to Ontario’s rural and 
northern communities – a gap that will 
widen over the coming decades. 

Today, seniors make up roughly 13 per-
cent of  the population of  Peel Region, 
compared to 27 percent in the City of  
Kawartha Lakes. As a result, Peel spends 
just $68 per capita ($101 million) on long-
term care, one-third less than Kawartha 
Lakes, which spends $190 per capita 
($14 million). This financial burden will 
grow over time, as the projected share of  
seniors in Kawartha Lakes – similar to 
many other rural communities – increases 
to 37 percent by 2046.54 

A review of  provincial-municipal respon-
sibilities should look ahead to these com-
ing challenges, as well as those posed by 
artificial intelligence, changing municipal 
workforces and delivery models, and new 
economic and commercial realities that 
affect local tax bases.

50 David MacKinnon, A New Path for Northern Ontario: Governance and Economic Development Considerations for a Strong and Sustainable 
North (Thunder Bay: Northern Policy Institute, 2019). Governance questions are particularly salient in Northern Ontario 
because of  the weak fiscal position of  local municipalities and the lack of  multi-functional decision making bodies (e.g. 
counties or regional governments).

51 Institute on Municipal Finance and Governance, “Expert Advisory Panel on the Transit Responsibilities Review: Summary 
Report,” 2019, https://www.toronto.ca/legdocs/mmis/2019/ex/bgrd/backgroundfile-138952.pdf

52 Strategy Corp., Ontario Municipal Chief  Administrative Officer Survey, 22.
53 Claudia Dessanti, The Great Mosaic: Reviving Ontario’s Regional Economies (Toronto: Ontario Chamber of  Commerce, 2019).
54 Ontario Ministry of  Finance, 2019. “Ontario population projections, 2018–2046,” https://www.fin.gov.on.ca/en/econo-

my/demographics/projections/

https://www.toronto.ca/legdocs/mmis/2019/ex/bgrd/backgroundfile-138952.pdf
https://www.fin.gov.on.ca/en/economy/demographics/projections/ 
https://www.fin.gov.on.ca/en/economy/demographics/projections/ 
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6. Start with Health and Social Services

Rather than conduct a full-scale review 
of  all cost-sharing arrangements, a review 
of  provincial-municipal responsibilities 
should focus on health and social services, 
particularly public health, ambulance 
services, long-term care, social housing, 
social assistance, and child care. 

Health and social services raise the most 
questions, including whether the pay-for-
say principle is being respected, whether 
municipalities face unfunded mandates, 
and whether municipal revenue sources 
are sufficient and appropriate for funding 
these services. 

Other services, such as fire and trans-
portation, could benefit from a review to 
resolve issues of  unfunded mandates and 
the high cost of  roads and transit for rural 
areas and big cities.55 However, there is 
more to be gained from focusing on a 
smaller set of  service areas first, with les-
sons from the process taken into account 
for other reviews down the road. It would 
be better to take an iterative approach 
and not fix what is not broken.

55 For more on transit issues in the Toronto region specifically, see Matti Siemiatycki and Drew Fagan, Transit in the Greater 
Toronto Area: How to Get Back on the Rails, IMFG Perspectives No. 26 (Toronto: Institute on Municipal Finance and Gov-
ernance, 2019). https://tspace.library.utoronto.ca/bitstream/1807/96710/1/Perspectives-26-Siemiatycki-Fagan-Tran-
sit-GTA-October-2019.pdf; Institute on Municipal Finance and Governance, “Expert Advisory Panel on the Transit 
Responsibilities Review: Summary Report.”

https://tspace.library.utoronto.ca/bitstream/1807/96710/1/Perspectives-26-Siemiatycki-Fagan-Transit-GTA-October-2019.pdf
https://tspace.library.utoronto.ca/bitstream/1807/96710/1/Perspectives-26-Siemiatycki-Fagan-Transit-GTA-October-2019.pdf
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Conclusion

When it comes to service delivery in Ontario, the Province and 
municipalities are highly interdependent. Whether through regulations, 
planning, funding, or other arrangements, there is hardly any service area 
where the two levels of  government are not connected. 

To ensure the highest quality service 
for Ontarians, it is necessary to look at 
how responsibilities are split between 
the Province and municipalities, and to 
review whether new arrangements could 
produce more effective and efficient out-
comes. The Province is undertaking some 
of  these reviews already. This report of-
fers a principles-based approach to avoid 
some of  the ill-defined and arbitrary 
divisions that characterize key service 
areas today. 

This paper has put forward six recom-
mendations for undertaking precisely 
such a principles-based review in order to 
achieve a more effective and rational sys-
tem for delivering the services Ontarians 
rely upon every day. 
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Appendix – Methodology

At the time of  writing, 17 municipalities had not yet submitted their 2018 
Financial Information Returns to the Ministry of  Municipal Affairs and 
Housing. Therefore, any figures throughout this report that are based on 
FIR data correspond to spending totals for only 427 out of  444 Ontario 
municipalities. For example, references to long-term care spending totals in 
the Greater Toronto and Hamilton area exclude data for Richmond Hill, 
which has not yet submitted its 2018 datasheets.

Source data for 15 selected service areas:

 Operating Costs
Schedule 40

Capital Costs
Schedule 51A and 
51C

Service Line ID/calculation Line ID/calculation Corresponding 
Labels

Fire SLC 40 0410 11 SLC 51A 0410 03 
SLC 51C 0410 02

“Fire”

Police SLC 40 0420 11 SLC 51A 0420 03
SLC 51C 0420 02

“Police”

Roads SLC 40 0611 11
SLC 40 0612 11
SLC 40 0613 11
SLC 40 0614 11

SLC 51A 0611 03
SLC 51A 0612 03
SLC 51A 0613 03
SLC 51A 0614 03
SLC 51C 0611 02
SLC 51C 0612 02
SLC 51C 0613 02
SLC 51C 0614 02

“Roads–Paved”
“Roads–Unpaved”
“Roads–Bridges and 
Culverts”
“Roadways–Traffic 
Operations and 
Roadside”

Transit SLC 40 0631 11
SLC 40 0632 11 

SLC 51A 0631 03
SLC 51A 0632 03
SLC 51C 0631 02
SLC 51C 0632 02

“Transit–Conventional”
“Transit–Disabled & 
special needs”

Wastewater SLC 40 0811 11
SLC 40 0812 11
SLC 40 0821 11
SLC 40 0822 11

SLC 51A 0811 03
SLC 51A 0812 03
SLC 51A 0821 03
SLC 51A 0822 03
SLC 51C 0811 02
SLC 51C 0812 02
SLC 51C 0821 02
SLC 51C 0822 02

“Wastewater collection/
conveyance”
“Wastewater treatment 
& disposal”
“Urban storm sewer 
system”
“Rural storm sewer 
system”
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Water SLC 40 0831 11
SLC 40 0832 11

SLC 51A 0831 03
SLC 51A 0832 03
SLC 51C 0831 02
SLC 51C 0832 02

“Water treatment”
“Water distribution/
transmission”

Solid waste SLC 40 0840 11
SLC 40 0850 11
SLC 40 0860 11

SLC 51A 0840 03
SLC 51A 0850 03
SLC 51A 0860 03
SLC 51C 0840 02
SLC 51C 0850 02
SLC 51C 0860 02

“Solid waste collection”
“Solid waste disposal”
“Waste diversion”

Public health SLC 40 1010 11 SLC 51A 1010 03
SLC 51C 1010 02

“Public health services”

Ambulance SLC 40 1030 11
SLC 40 1035 11

SLC 51A 1030 03
SLC 51A 1035 03
SLC 51C 1030 02
SLC 51C 1035 02

“Ambulance services”
“Ambulance dispatch”

Social assistance SLC 40 1210 11 SLC 51A 1210 03 
SLC 51C 1210 02

“General Assistance”

Long-term care SLC 40 1220 11 SLC 51A 1220 03
SLC 51C 1220 02

“Assistance to aged 
persons”

Child care SLC 40 1230 11 SLC 51A 1230 03
SLC 51C 1230 02

“Child care”

Social housing SLC 40 1499 11 SLC 51A 1499 03
SLC 51C 1499 02

“Social Housing” 
(category)

Parks and 
recreation

SLC 40 1610 11
SLC 40 1620 11
SLC 40 1631 11
SLC 40 1634 11

SLC 51A 1610 03
SLC 51A 1620 03
SLC 51A 1631 03
SLC 51A 1634 03
SLC 51C 1610 02
SLC 51C 1620 02
SLC 51C 1631 02
SLC 51C 1634 02

“Parks”
“Recreation programs”
“Rec. Fac. – Golf  Crs, 
Marina, Ski Hill”
“Rec. Fac. - All Other”

Libraries and 
culture

SLC 40 1640 11
SLC 40 1645 11
SLC 40 1650 11

SLC 51A 1640 03
SLC 51A 1645 03
SLC 51A 1650 03 
SLC 51C 1640 02 
SLC 51C 1645 02 
SLC 51C 1650 02

“Libraries”
“Museums”
“Cultural services”
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