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Executive Summary 
 
For almost 20 years, TEA has been fighting for waste diversion and reduction across 
Toronto. Today, Toronto has some of the most advanced waste diversion programs in 
the country.  
 
Currently, City Hall is debating whether to privatize waste collection services west of 
Yonge Street. TEA has spent the last few months researching the issue of waste diver-
sion services and diversion rates, and how Toronto’s waste diversion goals might be 
impacted by contracting out waste collection for a significant portion of the City.  
 
Our research has led to the following key findings:  

• No applicable studies have examined whether privatization has a negative or 
positive impact on waste diversion rates; 

• Significant evidence exists that waste diversion has been jeopardized by private 
waste collectors; it is unclear if this a consequence of privatization, bad contract 
language, and/or insufficient monitoring; 

• Studies have shown that proper monitoring costs about 20% of the contract value 
to ensure cities get what they paid for; 

• City staff have seriously over-estimated the potential savings from privatizing 
waste collection west of Yonge Street because they have under-estimated moni-
toring costs.  

 
On May 17th 2011, City Council will be considering a staff report from the Public Works 
and Infrastructure Committee. It recommends that Council immediately proceed with 
privatizing waste collection services and give staff authority on the final contract lan-
guage and award. This would exclude Council from having direct oversight over con-
tract language or the opportunity to review the final contract ($250 million and lasting 
7+ years) before it is signed. The staff report provides no information about whether 
waste diversion is affected by privatization. It also under-estimates the monitoring costs 
for the contract, meaning the potential savings have been over-estimated by at least $4 
million per year.  
 
Based on our findings, TEA recommends City Council reject the staff recommen-
dations and instead direct staff to: 

• Get the facts about what impact privatizing collection could have on waste        
diversion rates by looking to other cities. 

• Develop contract language that ensures the City is not penalized for making im-
provements to our diversion services or programs. This includes avoiding any 
‘put-or-pay’ provisions for waste disposal that penalize us for reducing waste. 

• Find the true cost to the City of properly monitoring private collection contracts.  
• Propose a process that ensures City Council has direct oversight over contract 
language development and signs off on any contract before it is signed. 

• Report back the above findings to the Public Works and Infrastructure Committee.  
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Introduction 
 
Toronto enjoys a range of waste diversion services and programs, at the single family 
residential, high rise, commercial and institutional level, that make the city a leader in 
waste diversion. These programs all work towards the City’s goal of 70% waste diver-
sion from landfill. These programs include education, re-use centres, an increasing 
range of materials picked up from residents, Community Environment Days, compost-
ing, household hazardous waste collection, and curbside waste collection. Toronto-
nians are enthusiastic about their waste diversion programs and don’t want them com-
promised.  
 
Currently, there is a debate about  
privatizing waste collection ser-
vices in Toronto. The impetus for 
this debate comes from two 
sources: public resentment over 
the 2009 garbage strike and 
claims by Mayor Ford that privat-
izing waste collection will save 
taxpayers significant money every 
year.  
 
An April 2011 staff report proposes to privatize residential waste collection for residents 
living west of Yonge Street. The report seeks authority for staff to sign a 7+ year con-
tract that is valued at around $250 million and excludes any opportunity for City Council 
to review any potential contract prior to it being signed. The report estimates privatiza-
tion will save the City about $6 million annually.  
 
The staff report does not address the impact privatizing waste collection could have on 
existing and future waste diversion services in Toronto. It assumes, without firm evi-
dence, that the excellent waste diversion services Torontonians have come to depend 
on will not be harmed. The report also makes claims about potential savings without 
providing the evidence to back up these claims. 
 
TEA has spent the last few months researching the issues of waste diversion services 
and diversion rates, and how Toronto’s waste diversion goals might be impacted by 
contracting out waste collection for a significant portion of the City. We asked: Will di-
version rates increase? Decrease? Will the City be able to innovate and add new pro-
grams? What is at risk? What does the City lose control over?  Below are the key find-
ings of our report.  
 
In the course of this research we have also found some very interesting evidence that 
suggests the potential savings to the City may have been seriously over-estimated. We 
present this because the issue of savings has become the major rationale for privatiz-
ing collection.  

Yonge St. could become the border between  
private (West) and public (East) waste collection. 
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The Key Findings 

 

 
After an extensive literature review, we could not 
find any reports that compared waste diversion 
rates in jurisdictions, similar to Toronto, that had 
private and public waste collection. Put simply, no 
one knows whether privatization has a negative, 
positive or no impact on waste diversion rates. 
 
Some have argued that Etobicoke, which has private waste collection, has similar 
waste diversion levels to the rest of the City. This, they suggest, means that Toronto’s 
waste diversion is not affected by privatizing waste collection. Unfortunately, as the de-
tails about the Etobicoke contract - including monitoring details, contract disputes and 
performance levels - is not made public, there is no way to independently assess the 
facts on this position. Moreover, each contract and situation needs to be assessed in-
dependently based on its own merits and risks; this proposal is for a larger sum of 
money, in a much larger and more diverse area of the city, including the downtown 
core with its unique collection challenges.  
 
A relevant example is with collection in the former City of York, which had privatized 
collection in the past, with the same contractor serving Etobicoke and the same collec-
tion services. When asked to include green bin pick up in 2003, the contractor re-

quested a 78% fee increase, double what 
was requested for the same service change 
in Etobicoke (a 36% increase).     

This example demonstrates that past or con-
current   experience with a contractor or a 
service delivery model is not a guarantee 
about future performance and experience.  
 
Below are additional examples of Toronto 
waste service contracts that have encoun-
tered problems in the past. These examples 
highlight some potential problems, and con-
firm that each contract needs to be assessed 
on its own merits and potential risks.  

 
In short, there simply is not enough solid information to make any definitive statements 
about the impact privatization has or may have on Toronto’s waste diversion services. 

There are no applicable studies which examine whether privatization has a  
negative or positive impact on waste diversion rates. 

Finding #1 

” 

 

 Put simply, no one knows 
whether privatization has a 
negative, positive or no  

impact on waste  
diversion rates.     

“ 
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There are many incidents where private contracts have hindered municipal diversion 
programs, or created a financial penalty for municipalities that want to increase waste 
diversion or improve diversion programs. 

Because of the complexity of waste collection programs, and the secretive nature of 
contracts, it is difficult to know if these incidents are the exception or the rule. 
 
Our research notes that diversion may be affected by a number of factors, primarily:  

a) Financial penalties for waste program improvements or waste reduction 
b) Private contractors who don’t make waste diversion a priority 

 
a. Contracts contain financial penalties for improving waste programs 
 
Municipalities have a responsibility to decrease the amount of waste generated, to han-
dle materials safely, and to divert as much waste as possible from landfill and final dis-
posal. This requires setting targets and policies, monitoring and re-evaluating pro-
grams, and constantly improving services. As a consequence, there is a degree of un-
certainty regarding how much waste will be created and collected and how many ton-
nes of organics and recycling will end up at the curbside. 
 
In contrast, private companies bidding on contracts need certainty and guarantees in 
order to make their bids and ensure a profit for their shareholders. This means that de-
tails are written into contracts such as waste types, expected tonnage, services offered, 
and materials to pick up. To guarantee certainty, so-called “put or pay” provisions are 
common in contracts1 - guaranteeing a set tonnage of waste or recyclables to the col-
lector. If the tonnage isn’t met, the municipality pays a financial penalty.  
 
As well, contracts include provisions for amending the contract when circumstances 
change. For example, if a municipality wants to re-visit a contract to add new pick up 
services, add new materials to the Blue Box, or if the amount of material collected de-
creases, extra fees are charged by the contractor and there are legal costs for revising 
the contract. Contract amendments and changes can occur for other reasons as well, 
including issues beyond the City’s control such as resident recycling habits or provincial 
legislation changes. 
 
One of the most significant changes expected within the next 4 years are new regula-
tions changing waste materials and costs across the province. The Ministry of the Envi-
ronment has been working on Extended Producer Responsibility (EPR) regulations for 
the past few years. EPR laws ensure that manufacturers and retailers - who design and 

There is significant evidence that waste diversion has been jeopardized by pri-
vate waste collectors. It is unclear if this a consequence of privatization, bad 
contract language, and/or insufficient monitoring. 

Finding #2 
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sell the packaging and products we consume - take full environmental responsibility of 
their products and packaging at every stage of its life-cycle. Currently 50% of the cost 
of Blue Box recycling is paid for by producers and the Province is on the way to making 
them responsible for 100% of the costs. 
 
There are many examples of contracts with private waste collectors where municipali-
ties have had to pay more for new waste diversion services:  
 
• When the LCBO bottle deposit return program was introduced in 2008, the volume 
of glass in the Blue Box decreased significantly. As the volume of glass decreased, the 
City had to renegotiate contracts with recycling processing facilities and pay almost $5 
more per tonne.2 
 

• When Toronto sought to added Green Bin pickup in the former City of York in 2003, 
the waste collection contractor asked for almost $7 million in extra fees; both for the or-
ganics collection service and compensation for the waste diverted to the Green Bin (the 
garbage they wouldn’t be collecting). The increase was equal to a 78% increase in the 
contract cost. For comparison, the same contractor added the same service in Etobi-
coke under a different contract, and requested an increase of only 36%, half that asked 
for in York.3 In 2007, when the contract ended, the City voted to bring the service back 
in-house and save over $4 million per year.4 
 

• The City of Ottawa recently introduced an organics collection program and signed a 
20-year contract with Orgaworld to collect 80,000 tonnes per year at $100/tonne. The 
contract includes a ‘put or pay’ provision, so the City is obliged to pay for 80,000 tonnes 
each year even though Orgaworld only collected approximately 53,000 tonnes in 2010. 
This means that last year, they paid nearly $2.5 million dollars for waste that was not 
collected.5,6 
 
b. Private contractors don’t make waste  
diversion a priority  
 
Private contractors have profit-making as a top prior-
ity (that is their responsibility to their shareholders), 
not meeting the City’s environmental or public policy 
goals. It is the role of City Council and staff to en-
sure that the public is properly served, and our 
waste diversion goals are met. This requires contract  
monitoring and enforcement. 
 
In 2009, York Region sent 4,000 tonnes of recyclable material to landfill because it was 
over-compacted by a contracted collector and could not be sorted, costing the Region 
extra fees and a percentage point in its diversion rate.7,8  The problem is ongoing and 
despite a number of meetings, has yet to be resolved.  
 
The contract outlines the maximum compaction level and the Region has sent regular 

York Region lost 1% of 
its diversion rate and 
faced extra costs after a 
private collector over-
compacted 4,000 tonnes 
of recyclables that had 
to be landfilled [2009]. 
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reports to the contractor.  However, since 2007, loads have continually arrived at the 
Materials Recycling Facility (MRF) at a level too compacted for machine sorting.  
 
From 2009-2010, over 46% of the loads of recyclables arriving at the MRF were over-
compacted and required manual sorting; 2.5% of the loads were too compacted for 
even manual sorting so the recycling was sent to landfill. The MRF operator has hired 8 
additional staff and is charging the Region up to $150 per load for manual sorting of 
over-compacted recyclables.9  
 
In conclusion, there is plenty of anecdotal evidence that waste diversion has been jeop-
ardized by private waste contractors either by a decrease in waste diversion rates or 
higher costs to the municipality. It is important to determine whether these are excep-
tions or the rule. If they are the rule, policy makers need to have a better idea of the 
causes and how to mitigate them.  

 
 

 
The details of a contract are key to whether the services are provided as promised and 
with the expected savings. However, once the contract terms are complete and signed 
they require consistent monitoring and enforcement, and may still encounter disputes 
over the interpretation and application of the contract terms. As noted in the 2010 CD 
Howe Institute report “A principal difficulty with contracting is to ensure that the contrac-
tor complies with the terms of the contract.” 10 
 
Safeguarding Toronto’s waste diversion and collection 
programs, and meeting the needs of residents will re-
quire regular monitoring and enforcement. This costs 
money. If too little money is set aside, problems will 
result. Unfortunately, Toronto has a history of not  
properly monitoring private waste contracts. 
 
The City Auditor’s Report of 2007 reviewed the City’s  
major waste contracts and identified a lack of sufficient monitoring of contract compli-
ance and insufficient enforcement of penalties or rewards for meeting diversion targets. 
The Auditor noted that not enough monitoring occurred and as a result, penalties were 
not being enforced: 
 

“Divisional management has advised that they lack staff resources to 
monitor compliance with all contract specifications.” 11  
 

“To date, the City has not exercised its right and penalized the contractor 
for unsatisfactory service performance.” 12 

Where privatization has occurred, proper monitoring costs about 20% of the 
contract cost to ensure cities get what they paid for. Anything less will likely  
create problems and additional costs. 

Finding #3 

City Auditor identifies 
insufficient monitoring 
and enforcement of 
Toronto’s major waste 
contracts [2007]. 
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In 2009, the City of Toronto terminated a contract with Halton Recycling Ltd. after find-
ing out that multiple loads of collected organics were sent to landfill. The dumping was 
discovered not by City monitoring staff, but by an investigative reporter for the Star.  As 
Councillor Minnan-Wong states in the article: "I am disappointed that it took someone 
else to find out, other than the city." 13 

 
General Manager Geoff Rathbone noted that the con-
tract included random inspections and monitoring. In 
fact, the facility had been visited less than two weeks 
before the contract violation. In response to the prob-
lem, the City decided to review monitoring and en-
forcement mechanisms: 
 
 

“The City will now review its procedures and develop new measures to 
enhance oversight throughout the process and further ensure that  
contractual conditions are being fully met.” 14 

 
In another incident in the same year, Toronto’s  organics were dumped in a gravel pit 
outside London. Orgaworld (the contractor) could not explain why the organics were 
dumped. The violation of provincial regulations and Toronto’s contract terms was only 
discovered when the Ministry of Natural Resources 
received complaints from the neighbouring commu-
nity about odours.15 
 
As noted by the City Auditor in 2007, 
 
“In order to ensure that residents receive quality  
City services, divisional management must develop 
effective measures to ensure that services are  
delivered according to contract specifications.” 16 
 
Studies of municipal contracts across North America note that the average contract 
monitoring value is about 20% of the total contract value.17  The Ontario Municipal Ser-
vice Contract Administration Booklet notes that “Contract monitoring can be one of the 
most labour-intensive aspects of contract administration.”18  Another study concludes:  
 

“Monitoring is not cheap: it averages nearly 20 percent of contract costs. 
Yet, when governments fail to monitor performance of private contractors, 
they are much more likely to revert to in-house provision, presumably be-
cause service levels do not meet expectations” 19 

 
In conclusion, the evidence suggests privatizing waste collection requires adequate 
monitoring to ensure service levels and waste diversion are not compromised. This 
monitoring will cost about 20% of the contract cost. 
 

Two private collection 
contractors violate  
Toronto standards 
when organics are 
dumped in pits [2009]. 
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The staff proposal approved at Toronto’s Public Works 
and Infrastructure Committee meeting on April 26th  
included an annual budget of $1 million dollars for  
contract administration, monitoring and enforcement of  
residential waste collection, or 4.2% of the total contract 
value.  
 
Based on independent studies from other jurisdictions, this amount should be around 
$5 million or 20% of the annual contract cost. Making this change to safeguard To-
ronto’s services and ensure proper monitoring and enforcement alone would reduce 
the “potential” savings from privatization from $6 million to $2 million.  
 

 
 

 

TEA did not set out to research whether or not privatization would save money. How-
ever, much of the literature we reviewed included information on the costs and savings 
associated with privatization. Given the prominence the “savings” issue has received in 
the media and at City Hall, we have decided to share our findings.  
 
There is significant doubt about whether the city will actually save any money by privat-
izing waste collection. In addition to the costs identified in Finding 4, there are other po-
tential costs that City staff appear not to have factored into their potential savings calcu-
lation, in particular the costs to renegotiate the contract if the Province and/or City intro-
duce new waste diversion services.  

 
As noted in Finding 3, there are plenty of examples 
of contracts that penalize cities for improving waste 
diversion. There is no evidence the City has in-
cluded such potential costs in their calculations. 
This raises further doubt that the numbers pre-
sented in the staff report reflect reality.   
 
More generally, studies and research from across 
Canada and the U.S. have contradicting claims 
about the potential cost savings from contracting  

out waste and recycling services. Most reports conclude that savings are dependent on 
the contract details and level of enforcement. For instance:  
 

City staff have seriously over-estimated the potential savings from privatizing 
waste collection west of Yonge Street because they have under-estimated  
monitoring costs.  

Finding #4 

The evidence is unclear about whether privatization saves money. 

Finding #5 

Average monitoring 
costs are 20% of a  
contract’s value,  
not 4.2%. 
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• A major study of recycling collection efficiency across Canada concluded: “One 
of the most significant findings is the lack of a relationship between private-
sector companies collecting recyclables and the overall efficiency of collection 
operations.” 20  The same study noted that “In Ontario and the Prairies, private 
producers are considerably more costly than public producers.” 21 
 

• The City of Toronto staff report in 2003 noted that the private contractor waste 
collection costs tend to increase at a rate faster than public costs. Between 
2000 and 2002, private sector costs increased by 26.3%, while public costs in-
creased by only 13.8%, even when wages increased by 6.2%.22 

 
 
 
 
 
 
 
 
 
 
 
 
 
 
 

 
In sum, these findings raise serious doubt about the claim that privatization will save 
taxpayers money. The best way to answer the question about what impact privatization 
will have financially is by developing a baseline analysis of current costs and comparing 
it to a detailed analysis of potential costs associated with privatization. For proponents 
of privatization, this “apples to apples” comparison is necessary to put to rest the 
emerging doubt that privatization will actually save money. 
 
 
 

From 2000 - 2002,  
private costs went up 
by 26.3%; public 
costs by only 13.8%. 
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 Conclusions and Recommendations 
 
On May 17th 2011, Toronto City Council will be considering the waste collection con-
tract recommendations adopted by the Public Works and Infrastructure Committee. 
Based on our research, TEA recommends that City Councillors do not adopt these rec-
ommendations for the following reasons: 
 
• There is simply not enough information available to know what impact privatizing 

waste collection could have on existing and future waste diversion programs. Coun-
cil should not change a system that is working until there is sufficient evidence that 
privatization will not harm waste diversion rates or targets. 
 

• The potential contract savings may be seriously over-estimated given that the moni-
toring costs proposed by staff are not sufficient to ensure proper monitoring. 
 

• The staff recommendations exclude City Council from having input into the contract 
language and reviewing the final contract. This is unacceptable given the proposed 
value of the contract (over $250 million) and the length (7+ years). 

 
 

 
 
For copies of this report or to contact the Toronto Environmental Alliance, please visit 
www.torontoenvironment.org or call 416-596-0660. 

TEA recommends City Council direct City Staff to: 

• Commission a study to review cities comparable to Toronto to see what impact, if 
any, privatizing collection may have on waste diversion rates - due to contract ef-
ficiency and costs, contract terms, disputes and failures. If a difference is discov-
ered, the study should identify the causes. 

 

• Develop contract language that ensures the City is not penalized for making im-
provements to our diversion services or programs. This includes avoiding any 
‘put-or-pay’ provisions for waste disposal that penalize us for reducing waste. 

 

• Commission a study to review monitoring and enforcement protocols in other ju-
risdictions that have privatized waste collection, including contract disputes and 
failures. Identify the most effective mechanisms to protect the City interests and 
calculate the actual costs to the City.  

 

• Propose a process that ensures City Council has direct oversight over contract 
language development and signs off on any contract before it is signed. 

 

• Report back on the above findings to the Public Works and Infrastructure Com-
mittee. 

Key Recommendations 
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