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Arbitration aw ards bind municipalities w hen it comes to paying salaries for

providers of emergency services, such as f irefighters. (Feb. 20, 2011)

RICHARD LAUTENS/TORONTO STAR

Back to Ontario municipalities struggle with cost of essential services

This month millions of Ontario homeowners and businesses are opening their

2012 municipal tax bills with trepidation. Many of those on fixed incomes fear

being taxed out of their homes. Companies in a stagnant economy are

struggling to cope with rising property taxes.

Why do so many municipalities consistently increase property taxes beyond the

cost of living and the rate of inflation? And why are their levies too often

accompanied by service reductions and increased user fees?

One of the reasons ratepayers are caught in this depressing tax-hike, service-

reduction cycle is the escalating cost of essential services provided by police

and firefighters (and more recently transit workers in Toronto).

According to the Association of Municipalities of Ontario (AMO), these

emergency services are the fastest growing segment of municipal operating

budgets. In smaller communities the cost can exceed 40 per cent. In Toronto,

one-third of the city’s $9.4 billion operating budget is needed to deliver services

that the province considers essential to its residents.

Unfortunately, the affordability criteria that form part of the legislation governing essential service labour disputes have been ignored by

arbitrators for years. As a result, their awards have elevated thousands of firefighters and police officers onto the province’s “Sunshine List” of

those earning more than $100,000 in salaries annually.

Arbitration awards bind municipalities. There is no appeal. Cities are left to cope with the fiscal impact. Their options are limited to raising taxes,

cutting essential staffing levels or other vital services.

Meaningful collective bargaining no longer exists in these fields. Unless municipalities capitulate during negotiations, the unions representing

essential employees force outstanding issues to arbitration. Once that happens they are assured of rich awards.

As a result, their wages and fringe benefits have been driven to indefensible and unsustainable heights. This has led to an unfair two-tier public

service: those who enjoy the largesse of this arbitration system, and those who don’t.

Last April, the Emergency Services Steering Committee (ESSC), which represents large urban mayors, regional chairs and police service

boards made one of the many compelling cases for rebalancing this flawed process.

It found that over the last 15 years emergency employees (including paramedics) in Ontario have received cumulative wage increases which

have exceeded the cost of living (CPI) by a staggering 50 to 80 per cent. By 2010, their wage increases had exceed those of the private sector

by over 20 per cent.

From 2005 to 2010 the wages of police, fire and ambulance workers outstripped all other comparators by huge margins. They exceeded the CPI

by 77 to 110 per cent, average public sector wages by 19 to 41 per cent, teacher’s salaries by approximately 33 per cent and Ontario Public

Service wages by 43 to 70 per cent.

These excesses represent increases to salaries only. They don’t include hundreds of millions in tax dollars for questionable “retention bonuses,”

paid to keep these employees in cities where they are already working. Nor do they include generous pension and medical benefits that most
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ratepayers will never enjoy.

This outcome was never intended.

In 1972, as Ontario’s deputy solicitor general, I negotiated the amendments to the Police Services Act that made police services essential. The

police gave up their right to strike in exchange for compulsory binding arbitration.

The amendments were intended to ensure that police compensation was fair, although not better, than that of other employees, public and

private, who retained their right to strike. Fair compensation was to be balanced with affordability.

Today there are five basic criteria that arbitrators are supposed to take into consideration when making essential worker awards:

 • Compensation and workplace comparisons with comparable employees in the public and private sectors.

 • The employer’s ability to attract and retain qualified essential employees.

 • The employer’s ability to pay in the light of its fiscal situation.

 • The extent to which the decision would impact local services and taxes.

 • The economic situation in Ontario and the municipality.

For decades, provincial governments have failed to require arbitrators to consider the last three criteria in their decisions. The ability to pay,

service and tax implications and local and provincial economic conditions have been largely ignored.

Instead, arbitrators have been allowed to focus their award rationale on comparisons with essential employees across the province, instead of

on comparable communities. And the compensation of similar non-essential workers in the local community is rarely considered.

A November 2010 editorial in this newspaper summed up the reason for this costly trend, “Arbitrators are fiercely independent, so in the Mike

Harris years the government tried to tie their hands with legislation requiring them to take into account the employer’s ‘ability to pay.’ Arbitrators

effectively circumvented that legislation by finding that governments have an infinite ability to pay by raising taxes or running deficits.”

The recent Drummond Report assessment of Ontario’s dire fiscal situation is clear evidence of how profoundly wrong-headed that finding was

— and still is. The report calls for the government to establish an “independent working group to determine which services are essential and

how disputes should be resolved.”

The government should take this sensible way forward without delay.

Police, firefighters and paramedics are valued employees who help to ensure the safety and health of our communities. They deserve our

respect. But they don’t deserve to be compensated well beyond that of other comparable public and private sector employees by financially

fatigued municipal taxpayers.
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