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There are other initiatives we will take to encourage smarter spending. Performance
bonuses for all public servants will be based on both results and savings to the taxpayer,
and senior civil servant salaries and benefits would be disclosed to encourage greater
accountability and restraint (The Common Sense Revolution, Harris 1994) 

The impact of salary disclosure legislation on public-sector wages has long been a source
of controversy in both political and academic circles. For example, the 1995 election
platform of the Ontario opposition Conservative party, dubbed the "Common Sense
Revolution" (CSR), contained the promise to disclose the salaries and benefits of senior
civil servants (see the text of the party's platform at
http://web.archive.org/web/20030831162726/
http:/www.ontariopc.com/feature/csr/csr_text.htm). Shortly after the Conservatives came to
power and formed the Ontario government, the Public Sector Salary Disclosure Act (S.O.
1996, c. 1, Sch. A) was enacted. This legislation, which is still in place today, requires that
organizations receiving public funding from the Province of Ontario disclose the names,
positions, salaries and taxable benefits of employees who are paid annual salaries of
$100,000 or more. (1) At present, this act covers the Government of Ontario, Crown
agencies, municipalities, hospitais, public health and school boards, universities, colleges,
Hydro One, Ontario Power Generation, and other public-sector employers who receive a
significant level of funding from the province. 

There were a number of motivations for the Public Sector Salary Disclosure Act, including
rectifying a perceived imbalance between the treatment of private- and public-sector
executives (arising out of actions of the previous NDP-led government), providing support
for the government's agenda of reducing the size of the Ontario government (the CSR
envisaged cutting 13,000 positions from the government payroll) and most obviously
restraining the growth of public-sector salaries (Ibbitson 1997). While this latter motivation
is not explicit in the legislation itself--although it was in the CSR --it was the interpretation
reached by many. For example, the provincial director of the Ontario branch of the
Canadian Taxpayers Federation stated that "[d]isclosure is the only way that public
pressure can be brought to bear when spending is out of line" (Tasha Kheiriddin
[CTF director and spokesperson], cited in Canadian Taxpayers Federation 2005). Or, as
articulated by then-Management Board Chair Chris Hodgson, "The more informed the
taxpayer, the more efficient government will have to be" (Ontario, Ministry of Finance
1998: http://www.news.ontario.ca/archive/en/ 2008/03/31/c868997cd-27996-tpl.html). 



Though this perception is still widely held, at the time, some predicted that salary
disclosure would in fact be a "boon" to highly paid civil servants (Cook 1996; Fennel 1996).
Academic analyses (available at the rime) also provided mixed evidence for the overall
wage impacts (Iacobucci 1998). Moreover, there was already some limited empirical
evidence based on Ontario's private-sector experience that disclosing executive
compensation results in salary increases (MacDonald 1995), as well as some speculation
within previous Ontario legislative debates that wage inflation would ensue (Ontario,
Legislative Assembly 1993b). 

The aim of this article is to assess these contrasting views of salary disclosure and to
examine which proved the more accurate. More specifically, we are interested in whether
disclosure restrained salaries in Ontario, as the drafters of the CSR envisaged, or whether
it turned out to be a boon for high-end public-sector workers, as many compensation
experts predicted. Despite the existence of this legislation for over a decade, this article, to
our knowledge, represents the first attempt to assess the legislation and ascertain the
potential impacts of Ontario's public-sector salary disclosure experiment. 

Unlike other legislative or tax provisions (e.g., minimum wage laws, tax credits), inflation
has increased the importance of the Public Sector Salary Disclosure Act over time, since
the $100,000 threshold introduced in 1995 has not been altered. So, while part of the
increase in the number of disclosed salaries from 1,200 in 1995 (Fennel 1996) to 36,000 in
2007 (Ferguson and Benzie 2007) is due to the thirty-per-cent increase in the size of
Ontario's public sector, (2) a major reason for the twenty-eight-fold increase in the number
of disclosed salaries is simply inflation. The fact that this legislation--in its present form at
least--becomes increasingly important each year makes its evaluation a pressing issue. 

We evaluate the act in two different ways. First, we document the history of salary
disclosure in Ontario through an examination of legislative debates and other public
documents. This discussion is complemented and contextualized with a review of the
theoretical impacts of salary disclosure. While there are some reasons to believe that
disclosure restrains salary growth, we contend that in the public sector there are more
compelling reasons to expect the opposite. We identify a three-step causal chain that is
required in order for public salary disclosure to restrain pay as intended. 

Our second approach is empirical in nature. Specifically, we document the earnings
growth and convergence of Ontario university presidents since the legislation was
implemented. (3) These parameters provide illustrative evidence of whether the legislation,
in broad terms, has worked in the manner suggested by its initial proponents (i.e., did the
act in fact restrain the growth of some of the most visible of public-sector salaries?) or
whether the predictions of many critics of the legislation have been realized (i.e., did
upward salary convergence mitigate any restraining forces caused by the legislation?). We
also contrast changes in professorial salaries in Ontario with salary changes in jurisdictions
without similar legislation in order to evaluate whether the act displays any evidence of
greater wage restraint. 

This article is organized in the following way. In the next section, we present a historical
background of public-sector salary disclosure in Ontario. This is followed by a discussion
of the theoretical impacts of the disclosure process and a statement of the conditions
necessary if salary disclosure is going to affect public-sector salaries in the manner
envisaged by proponents. Given the dearth of research involving public-sector disclosure,
experience in disclosure in the private-sector will serve as a basis for this discussion.



Finally, we present detailed data and explore trends in the salaries of university faculty and
presidents. The concluding section of the article summarizes and proposes amendments
to the legislation. 

Historical and comparative background 

Enacted in 1996, the Public Sector Salary Disclosure Act fulfilled a campaign promise
contained within the Ontario Progressive Conservative party's election platform. While the
broad coverage of the act is certainly unprecedented, Ontario did have a limited form of
public-sector salary disclosure in existence until 1987. Specifically, in that final year of
disclosure, the salaries of civil servants working directly for Ontario government ministries
were revealed in the Public Accounts if they exceeded an annual rate of $50,000 (Ontario,
Ministry of Treasury and Economics 1987). In the following year, only aggregated salaries
and wages of ministry employees appear in the Public Accounts (Ontario, Ministry of
Treasury and Economics 1988). 

A bill similar to the current legislation was proposed, but not enacted, in 1993, when the
Conservatives were in opposition. Bill 114 was envisaged to rectify a perceived inequity in
the treatment of public-sector executives vis-a-vis their private-sector counterparts. In
October 1993, when the NDP was in power in Ontario, legislation was enacted requiring
companies traded publicly to disclose the annual payments to their CEOs and their four
most highly paid executive officers if they exceeded $100,000 (Zhou 2000). Prior to that
point, the Ontario Personal Property and Security Act (R.S.O. 1990, c. P10) required
disclosure of aggregate compensation of executives (Zhou 1997). The retributive nature of
the proposed Bill 114 is quite evident from Conservative member Chris Stockwell's
comments during the debate on the first reading of his proposed "Public Sector Executive
Compensation Disclosure Act, 1993": "I think everyone would be in support of this,
considering the announcement made by the government just recently with respect to
compensation review for the private sector, so I would ask for unanimous consent for
second reading (Ontario, Legislative Assembly 1993a: http://www.ontla.on.ca/web/house-
proceedings/housedetail.do? Date=1993-11-
01&Parl=35&Sess=3&locale=en#P303_94466, at time 15:10). 

When the Public Sector Salary Disclosure Act was ultimately enacted in 1996, there was
virtually no relevant debate in the Ontario legislature. The lack of debate stems in large
part from its relative insignificance in Bil126, the Savings and Restructuring Act. Bill 26--
better known as the "Omnibus Bill" --was far-reaching and affected forty-four separate
acts, created three new acts, and repealed three others, and covered areas such as health
care, pay equity, municipal affairs, public employee contracts, environmental laws and
freedom of information laws (Bezanson and Valentine 1998). Opposition members
lamented that there was simply inadequate time for consideration. According to Frances
Lankin of the NDP, "When you have very, very large public policy issues in discrete areas
of legislation being strung together in an omnibus bill like this -and of course we know the
timetable that had been originally attached to it--you deprive all of us in this House and the
public of Ontario of an opportunity to understand the legislation that's being proposed"
(Ontario, Legislative Assembly 1995: http://www.ontla.on.ca/web/ house-
proceedings/house_detail.do?locale--en&Date=1995-12-12&Parl=36&
Sess=l&detailPage=/house-proceedings/transcripts/files_html/1995-12-12_ L038b.htm, at
time 17:53). 

A second factor contributing to the lack of debate on this particular component of the bill
was that some opposition members were rather supportive of many of its proposed



measures. Liberal deputy leader Sean Conway stated that "[t]here is, as I say, a sweeping
series of measures here that touch on everything from letting the sunshine in to certain
public sector salaries and boy, give me that bill like now and I want to vote for that; I want
to vote for that so fast I can hardly contain myself (Ontario, Legislative Assembly 1995:
http: //www.ontla.on.ca/web/house-proceedings/house_detail.do?locale=en &Date--1995-
12-12&Parl=36&Sess=1&detailPage=/house-proceedings/transcripts/ files_html/1995-12-
12_L038b.htm, at time 18:40). 

While the act has remained in place since its introduction, two developments since 1996
are noteworthy. First, similar provisions that were in existence with respect to union
executives from 2000 to 2005 have been repealed, while consistent with Liberais' support
of the act during their time in opposition, the scope of the legislation was extended by the
McGuinty Liberal government in 2003 to include Hydro One and Ontario Power Generation
(Ontario, Ministry of Energy 2003). 

Unlike the introduction of the act in 1996, there was significant debate surrounding both
the amendments to Bill 139, the Labour Relations Act (S.O. 2000, c. 38), which introduced
salary disclosure in the union sector as well as the reversal of these provisions.
Interestingly, Sean Conway, who expressed enthusiastic support for the Public Sector
Salary Disclosure Act, argued against similar provisions within Bill 139: 

Let me take for a moment the issue about disclosure of $100,000 salaries. Any fair-
minded person would have to ask themselves, "Is that not provocative?" Are we here to
suggest that executives in the labour movement should not be paid a reasonable
executive salary? ... I would suggest that that section of Bill 139, the so-called sunshine
provision, is clearly provocative, and I suspect that it will have the desired effect (Ontario,
Legislative Assembly 2000:
http://www.ontla.on.ca/web/houseproceedings/hansard_search.jsp?
locale=en&go=AdvancedSearch, at time 20:10). 

New Democratic Party member David Christopherson also criticized the sunshine law as
being part of a very one-sided attack on unions: "The first thing you do is you spread the
myth that union bosses are in this for their own personal gain ... and you promote that by
talking about divulging--like it's some big, deep, dark secret--how much money labour
leaders receive (Ontario, Legislative Assembly 2000: http://www.ontla.on.ca/web/house-
proceedings/ hansard_search.jsp?locale=en&go=AdvancedSearch, at time 18:45). 

When this legislation was in force, there were complaints that it was applied in an arbitrary
manner. For example, the Ontario Confederation of University Faculty Associations was
required to disclose salaries of its staff and elected officials, while there was no similar
requirement of the Council of Ontario Universities or of the Ontario Medical
Association (Ontario Confederation of University Faculty Associations 2001). When in
power, the Liberal party undid this requirement (Ontario, Ministry of Labour 2005). 

In light of the Liberal party's reversal of salary disclosure of union staff, it is surprising that
the Public Service Salary Disclosure Act was not also amended. In the same way that the
disclosure of union staff salaries can be viewed as an element in a broader legislative
"attack" on unions, the act could be viewed with similar suspicion since it was an element
of the Conservatives' Common Sense Revolution, which many viewed as an "attack" on
the public sector. Indeed, the CSR was premised on the notion that "Canadians are
probably the most over-governed people in the world" (Harris 1994:
http://web.archive.org/web/20030831162726/http:/www.



ontariopc.com/feature/csr/csr_text.htm). Additionally, the same argument put forth to justify
repealing the disclosure of union salaries exists; publicsector legislation is also one-sided
in nature as compared to the legislation governing private-sector executives in publicly
traded companies, which mandates the disclosure of only the top-five executives' pay
where those salaries exceed $100,000 (Zhou 2000). 

Presently, other provinces, such as British Columbia and Alberta, have their own versions
of public-sector salary disclosure. However, Ontario's legislation surpasses those in two
fundamental ways. First, it is more far-reaching, with more employees affected. Under
Alberta's Treasury Board Directive 12/98, only compensation of the top echelon of staff is
disclosed. As applied to Alberta universities, for instance, this typically entails releasing the
salaries of the president and vice-presidents. The second major difference is that the list of
Ontario salaries (current and archived) appears in one location on the government's web
site. Other provinces disclose information via their financial statements or have procedures
more akin to freedom-of-information requests. British Columbia allows interested parties to
view disclosed salaries of academics in person at the institution in question. Thus, not only
are many more workers in Ontario subject to salary disclosure (e.g., 1,892 University of
Toronto employees' salaries were disclosed in 2006, compared to only six at the
University of Alberta), but the release of all affected salaries at one time and on one
central location attracts significantly more attention. This attention, however, raises privacy
concerns and calls into question the intent of the data as a tool for monitoring "top official"
pay. These issues are addressed below. 

Inflation adjustments and privacy concerns 

The manner in which the legislation has been drafted and enforced makes it much broader
than a disclosure of senior salaries and this problem is aggravated each year. Not only is
the threshold too low to cover only senior officials, but inflation has continually eroded this
threshold. The $100,000 threshold originally passed in 1995 would have been raised to
$130,752 in 2009 to be equivalent in real terms. Or, looked at from another perspective, a
threshold of $76,481 should have been introduced in 1995 in order to grow to the current
$100,000 level if it was actually indexed to changes in the Consumer Price Index. (4) If the
Public Sector Salary Disclosure Act is to be retained, this matter has to be addressed or,
quite obviously, every public-sector salary would eventually be disclosed. Ontario's
private-sector disclosure and comparable disclosure legislation in other provinces are
much narrower in terms of coverage, and by restricting disclosure to a number of
employees, the problem of updating a threshold for inflation is circumvented. 

This latter point raises another key difference between the Public Sector Salary Disclosure
Act and private-sector disclosure--namely, there is no context in which to compare public-
sector pay levels with organizational performance. Consequently, it does not provide much
insight into how efficiently or wisely tax dollars are spent. Basically, there is simply too
much breadth and not enough depth in disclosure to render it meaningful. 

There is also the question of the invasion of privacy that such legislation entails. There are
potentially better ways to disclose salary information without revealing lists of individuals'
names. A more discrete and meaningful disclosure would include salary averages for
positions and recent growth rates but no names. At present, the act is
diametrically opposed to other government protocols (e.g., Statistics Canada conventions)
that quite rightly go to great lengths to protect individuals' private data--especially when it
involves something as personal as earnings. 



These are some of the "costs" of salary disclosure legislation that could be mitigated or
measured against the "benefits" in terms of financial accountability and wage restraint for
taxpayers. These arguments are now assessed below. 

Theoretical background 

There are a number of reasons why salary disclosure could result in either upward or
downward pressure on wages. Upward pressure could come from disclosure's impact on
bargaining leverage, compensating wage differentials, perceived "underpayment" of
public-sector executives, survey ratcheting and reputational impacts. There are also ways
in which disclosure can restrain wages, including institutional activism and greater
transparency regarding compensation strategy formulation. We argue that because these
latter forces are largely absent in the public sector, the inflationary impacts of salary
disclosure in Ontario are more prominent. We begin with the case for upward pay bias and
examine why disclosure may not work in the way the drafters of the legislation envisaged. 

Disclosure and the "race to the top" 

First, it is well known that wage reductions in nominal terms are rare occurrences (Bewley
1999). When the disclosure process reveals anomalously high salaries, it is therefore more
likely that pressure ensues to raise the salaries of the lower-paid employees in order to
achieve some sense of parity or equity (Cook 1996). After the initial salary disclosure in
Ontario, the chair of the Hospital for Sick Children stated that when disclosure revealed
pay disparities, he didn't think that "the higher people are going to be saying they should
take a cut" (Fennel 1996: http://www.thecanadianencyclopedia.com/index.cfm?
PgNm=TCE&Params=MIARTM0010647). One reason for the resistance of pay reductions
is due to the so-called "endowment effect" whereby one has a bias towards retaining what
one possesses. According to the endowment effect, it is the adverse psychological impact
of giving up what one already has that creates the resistance to a salary reduction
(Iacobucci 1998). Additionally, salary reductions resulting from the disclosure process are
essentially admissions of error by wage-setting bodies and hence there is an incentive for
avoidance from their perspective as well. 

The provision of accurate, comprehensive salary data therefore endows employees with
better information and greater leverage during the negotiation process (Cook 1996). Once
"anomalously" high salaries are disclosed, lower-paid counterparts have much more
credibility in demanding raises. Numerous quotes of individuals involved in the public-
sector salary determination process in Ontario are consistent with this view. As an
illustrative example, London Ontario Health Science Centre vice-president Brian Orr
stated, "Employees who learn they are being paid less than peers demand more.... Last
year that led to raises for pathologists" (London Free Press 2006). 

Second, to the extent that individuals do not like having their names published in an
annual list that is scrutinized by the public and potentially subject to public scorn,
individuals may command a salary premium in compensation for this unpleasant job
attribute that is largely absent in other jurisdictions and in the private sector. A survey of
individuals from an American university whose salaries were disclosed and subsequently
published in a local campus newspaper, provides evidence that disclosed salaries are
indeed negative attributes that potentially result in compensating wage premiums. Many
agreed with the statement that "the recent pay disclosure has negatively affected my
overall job satisfaction level" and a non-trivial number said that as a result of the
disclosure they would leave their jobs (Manning and Avolio 1985). Elinor Caplan, a Liberal



member of the Ontario government, argued during a debate on disclosure of public-sector
salaries in 1993, that the proposed legislation "if it were to go forward intact without
thoughtful discussion and debate as to what the policy implications would be, could well
have an inappropriate and negative impact on individuals" (Ontario, Legislative Assembly
1993b: http://www.ontla.on.ca/ web/house-proceedings/house_detail.do?Date=1993-
1104&Parl=35&Sess =3&locale=en#P545_171626, at time 10:40). There were even some
suggestions that, as a result of having their salaries disclosed, "this will pose a significant
risk to [civil servants] because they might be kidnapped as a result of [the legislation]"
(Ontario, Legislative Assembly 1993b: http://www.ontla.on.ca/web/house-
proceedings/house_detail-do? Date=1993-
1104&Parl=35&Sess=3&locale=en#P545_171626 [Turnbull], at time 10:50). While some
of these statements verge towards hyperbole, these individuals' privacy concerns cannot
be entirely dismissed. 

Third, salary disclosure might reveal the extent to which high wage-earners in the public
sector are actually underpaid relative to their counterparts in other jurisdictions or in the
private sector. Publicizing such underpayments might therefore result in support for
increasing public spending and might also render it more difficult to retain workers that
appear like publicsector "bargains." Looking at the salary that an ex-university president
earns subsequently as a CEO in the private sector is potentially insightful regarding the
magnitude of the pay gap. Specifically, whereas Robert Prichard earned $250,000 during
his last year as president of the University of Toronto, his total compensation as CEO of
Torstar only two years later was $1.3 million (Torstar Corporation 2007). Similarly, as
justification for the remuneration of the president of McMaster University--which topped
the presidential pay list in 2005 with combined salary and benefits of $420,315-the chair of
the board of governors stated that his salary is reviewed carefully every year against
competition, past history, and length of service and that, compared to those in industry, his
salary is actually low (Whitwell 2007). Thus, to the extent that relatively highly paid public-
sector workers can earn more in other jurisdictions or in the private sector, retention is
clearly compromised by the public-sector salary disclosure process. 

Fourth, in his examination of executive compensation, Graef Crystal describes the "survey
ratcheting" effect. This effect results from most institutions wanting to pay above-average
wages to their executives because they perceive themselves as being above-average in
quality: 

Companies have ... institutional pride and consciously paying a CEO below the average
constitutes a blow to that ... pride. Talk to a member of the board ... and he'll ... tell you that
"our company is as good as anyone else's, and therefore we're not going to be cheap and
pay below average." This ... thinking leads to a phenomenon called "survey ratcheting." If a
company [is] below the average, the CEO is given a raise to the average, or ... at least an
outsized raise. Unless CEOs who are being paid above the average are given pay cuts ...
these raises cause the survey average to rise ... and to contribute to another round of the
same behaviour. And, of course, it is virtually unheard of for a CEO to take a pay cut
(1991: 15). 

This type of logic is clearly evident in comments from public-sector institutions such as
universities. In response to the University of Toronto having more than half of Ontario's
disclosed university employees, the then president stated that "the high number of U of T
employees on the list is an indication of the university's commitment to attracting the best
academics" and governing council vice-chair Wendy Cecil-Cockwell stated that she
wished they had "more on the list" (Bridges 1997). 



In his examination of the disclosure of publicly listed CEO compensation, Edward
Iacobucci (1998) also points out that to the extent that pay is seen to proxy ability,
achieving high rates of pay takes on heightened importance when salaries are disclosed.
That is, in order to earn higher income in the future, it is more important to seek greater
pay to signal high ability. Moreover, if pay indicates ability, it is disclosure that enables this
upward ratcheting to take place since "without disclosure, obviously, there is no indication
of ability from pay since outsiders do not know the pay" (Iacobucci 1998: 495). 

Disclosure and the case for wage restraint 

Given the sheer weight of evidence in favour of wage inflation following on from
disclosure, can a case be made for the original intent of the legislation, which was to limit
wage growth and restrain average pay in the public sector? Disclosure in the private sector
(among publicly listed firms) can be expected to restrain pay if it leads to "institutional
activism" and greater transparency in how compensation strategy is formulated.
Translating these mechanisms to the public sector implies the placing of taxpayers in the
role of investors and other third parties such as lobby groups and public watchdogs in the
role of "implicit regulators" (Jensen and Murphy 1990). Unfortunately, the logic of collective
action (Olsen 1965, 2000) works against a diffuse body of concerned citizens becoming
effective upholders of the public interest. While groups such as advocacy organizations
(e.g., the Canadian Taxpayers Federation), student federations, unions, opposition political
parties and the media could potentially act in the guardian role, these bodies have not
proven to be an active restraining mechanism in the case of Ontario. 

We contend that disclosure legislation largely fails to restrain public-sector salaries as
intended because successful wage restraint necessitates the presence of a number of
"links" in a causal chain. If any of the following three links are absent, the extent to which
disclosure will actually restrain salaries is doubtful: 

1. Disclosed salaries are scrutinized and assessed with respect to individual attributes,
organizational performance, and relative pay, and a view that salaries are excessive
develops. 

2. Public displeasure with salary levels is conveyed to wage-setting bodies both indirectly
through their transfer payment partners (e.g., province, municipalities) and directly (e.g.,
universities, hospitais). 

3. Wage-setting bodies respond to pressure and are successful in limiting salary growth or
achieving salary reductions. 

In our analysis of the Public Sector Salary Disclosure Act, we found many instances where
various aspects of these linkages are absent. We discuss the failure of these restraint
mechanisms in turn. 

First, our recent examination of official Ontario government web sites, major newspapers
and student newspaper publications shows that salary information is still well
publicized even more than a decade after the act was first implemented. It is, however,
very difficult to judge the merit and legitimacy of the compensation received. Unlike
private-sector salary disclosure, there is no information provided regarding rationales for
compensation packages, comparisons with individuals in similar positions, changes over
time, or composition of salary between incentive-based pay and regular remuneration.



Moreover, there is a complete lack of individual-level information with which to judge
someone's pay. For example, there is no information about such basic "input" variables as
years of experience, hours worked, job duties, etc. In our examination of university faculty
pay, we discovered that institutions do not report job titles in a consistent manner; some
report departmental affiliation and administrative duties whereas others do not.
Organizational performance is also lacking; there are simply no institutional data provided
that relate individual pay to organizational performance. 

One by-product of this limited information is the inability to judge whether public-sector pay
is actually excessive. This opinion was reached by the former leader of the Ontario
Progressive Conservative Party, John Tory. When questioned about the $1.6-million
salary of Hydro One CEO Tom Parkinson, Tory stated that he has "no ability to judge
whether he earned that or not and that's not right--he's a public sector employee." Tory
also added, "In some ways this [list] is all about voyeurism ... because it really doesn't tell
you anything about whether anybody did a good job (London Free Press 2006). 

Notwithstanding the point above, another possibility is that disclosed salary information
does not contribute to the view that salaries need to be restrained because they are, in
fact, not actually excessive when compared to the private sector or that salary restraint
has little instrumental value. For example, after consideration of the initial list of disclosed
academic salaries, Michael Mancinelli, the deputy chair of the Canadian Federation of
Students, said his members were not critical of public academic salaries and stated, "A lot
of people realize the cutbacks and tuition increases are not due to salaries" and therefore
concluded that their "focus has to be elsewhere" (Lewington 1996: PA55). This is unlike
private-sector executive disclosure, where institutional shareholders have obvious financial
incentives for firms to curb wasteful spending (Iacobucci 1998). 

Second, we found relatively few instances of stated public displeasure with public-sector
wages. Even advocacy groups such as the Canadian Taxpayers Federation do not present
compelling arguments that public-sector remuneration is, in fact, excessive. While they
suggest that the increase in public-sector employees earning $100,000 per year results in
"bigger tax bills," they also add that disclosure has not really added much to our
understanding of the appropriateness of public-sector pay levels: "Unless government
takes a hard look at whether these salaries make sense, the sun can shine all it wants, yet
taxpayers will still be left in the shadows" (Tasha Kheiriddin, cited in Canadian Taxpayers
Federation 2005). 

Finally, with respect to the third link in the chain, we found no public statements about
disclosure leading to pressure to restrain salary growth. In fact, the only public statements
found were from university administrators wishing that they had more employees on the list
(Bridges 2007). These statements, of course, do not preclude the possibility that the
greater transparency of public-sector salaries has created a chilling effect of limiting salary
growth. Therefore, to analyse this last link in the above causal chain more closely, we turn
to the data. Given the very minimal academic attention paid to the salary implications of
Ontario's pay disclosure experiment, we focus on salaries in one particular sector affected
by the Public Sector Salary Disclosure Act--namely, the university system in Ontario. Our
choice of university-sector salaries is explained below, along with a discussion of the
evidence and limitations of this data. 

What has happened to university salaries in Ontario since disclosure? 

Our examination of the empirical evidence focuses on Ontario's publicly funded university



system. This is done for several reasons. First, universities are important, comprising a
very large share of high-income earners in Ontario. In terms of the volume of salaries
disclosed, universities are roughly twice as important as the civil service, defined narrowly
as those working directly for Ontario ministries (e.g., In 2006, there were 158 pages of
disclosed salaries for university staff compared to 80 for ministries). A second and more
pragmatic reason for analysing the academic sector is that data from various sources can
be used for inter-provincial as well as inter-temporal comparisons, because academic
occupations are well-defined and fairly homogeneous (Martinello 2006). Finally, by
focusing on the university sector, we can observe the entire "population" of academic
presidents in Ontario over the full period, since all (full-year) presidential salaries have
exceeded the $100,000 threshold since 1996. The examination of university president
salaries also offers a close comparison with discussions of the effect on CEO salaries
emanating from Ontario's 1993 "sunshine law," which applied only to senior management
in publicly listed firms. 

The salaries of university presidents 

We begin by analysing the remuneration of Ontario university presidents for the period
1996--2006. Presidential salaries share some similarities with that of private-sector CEO
salaries in that compensation is set by boards of governors, and both CEOs and
presidents sit at the top of their respective institutions. The ratcheting effect caused by
public disclosure (and mentioned earlier as a potential cause of upward wage growth)
clearly suggests that salaries below the average will receive above-average increases in
remuneration (upward convergence) and that pay cuts at the top (downward convergence)
are not likely to occur. 

Based on information that is publicly disclosed by the Ontario government, presidential
salaries (excluding benefits) for Ontario universities from 1996 to 2006 displayed an
average annual growth rate of 6.5 per cent (data available upon request). While there
were some slow rates of year-over-year increases over this period (e.g., 0.8 per cent in
1997), this was offset by some fairly rapid increases (e.g., 12.1 per cent in 1998). At first
glance, it does not appear that salary disclosure is restraining the salaries of those at the
top of the university pay structure, because growth in presidential pay greatly exceeded
changes in average public-sector pay in Ontario, which, depending on the specific data
source, grew roughly 3 per cent over the same period. (5) 

Anomalies in this data related to changes in presidents during the calendar year and the
setting of pay for an interim president only. In order to provide a bit more insight into the
presidential salaries that were disclosed, we excluded all the salaries of presidents who
served on an acting basis and those whose salary reflected partial-year employment.
Table 1 shows such salaries for the beginning and ending years that were available and
are ranked in descending order based on 1996 data. Table 1 also depicts growth in
presidential salaries based on full-year salary data. The positional growth rate is
compound growth based on the last year of complete data compared to the first year of
complete data, whereas the individual growth rates are annual compound rates calculated
using changes in the same individual's salary. Where there are multiple presidents for the
same university, a weighted average of individual growth rates is taken. (6) These
individual growth rates can be viewed as incorporating returns to tenure and experience as
the only variable that is changing is the time spent with the university. 

The data in Table 1 are consistent with a survey ratcheting effect. Specifically, below-
average salaries grew at a faster rate than above-average salaries (based on 1996 levels)



and both high- and low-end salaries were drifting upward as opposed to converging to the
(lower) starting level mean. The two schools at the top of the pay scale experienced the
slowest rates of salary growth, while pay at Carleton (the bottom school in terms of
presidential pay) grew at an annual rate of twelve per cent, which was the most rapid. So,
while the growth of pay at the very top of the pay hierarchy was slower post-disclosure, it
appears that there is faster convergence to the highest salaries rather than downward
convergence to the lowest. This pattern is displayed in Figure 1, which shows that average
(positional) growth rates are inversely related to presidential salary levels in 1996. 

A regression of the average annual growth in salaries on the initial presidential salary level
(both in natural logarithms) yields a similar conclusion; the estimated coefficient implies
that a ten-per-cent-lower initial salary results in an 8.96-per-cent-higher growth rate on
average (regression results available upon request). 

[FIGURE 1 OMITTED] 

Several caveats should be mentioned at this stage concerning these data. First, one
potential drawback is the lack of complete revelation concerning all non-disclosed aspects
of university presidential salary data. To the extent that public disclosure is a factor
conditioning pay, it could lead to a shifting of pay towards unmeasured or deferred
components less scrutinized by public eyes. The recent uproar in the deferred payout
(totalling $1.4 million) negotiated between McMaster University and its president is an
example of this potential (Walters 2008). Second, in order to "identify" a true restraining
effect from the Public Sector Salary Disclosure Act, we would require data on control
variables that may have affected presidential salaries over this same period, such as data
on levels and growth of government funding, the size and growth of individual universities,
the overall size and government priority of the sector, and the effect of the double cohort
over this period. In short, one of the major deficiencies in the act is that it does not provide
associated data in order to make fruitful comparisons. By excluding all other controlling
factors and simply publishing salaries free of individual or institutional qualifiers, it implicitly
assumes everything is constant when comparing and looking at salaries across sectors or
institutions. Finally, there is also no counterfactual or control group present in the act's
data. There are fewer than twenty universities in Ontario so it is likely that even without the
act, universities would have known of the salaries of their counterparts. In short, it is not
possible to tell whether the salaries of university presidents would have behaved in the
same way (i.e., no salary cuts and convergence to the top) in the absence of this act. To
partly correct for this and other omissions, we compare data for professors across Canada,
for which we do have inter-provincial comparability stretching back to 1990 (i.e., before
and after the introduction of the Public Sector Salary Disclosure Act). 

Professorial salaries in Ontario and the rest of Canada 

Table 2 presents data on full-time professors from the Canadian census. These are
professors of all ranks (e.g., assistant, associate and full) who worked forty-nine to fifty-
two weeks in a calendar year and for more than thirty hours per week on average. The
table shows that salaries of Ontario professors grew at 2.5 per cent when salaries were
disclosed compared to a drop of 5.5 per cent in the five years prior to disclosure. As a
simple difference in growth rates (third column), this corresponds to an 8.1 percentage-
point increase in Ontario, which is the largest figure in Canada and much larger than the
all-Canadian average (excluding Canada) found in the last row. 

When measured as a difference-in-differences in the fourth column, in which changes in



rates of salary growth post-sunshine law in Ontario are taken between Ontario (the
"treatment" group) and each province/rest of Canada (the "control" groups), as well as
between Canada excluding Ontario, we find positive changes in almost every row. While
this does not prove that disclosure in Ontario has led to upward pressure on wages, it
certainly suggests that the act, as a stand-alone legislative mechanism, has not achieved
its intention of restraining salary growth even relative to other provinces. Other factors are
clearly at work in affecting wages (Martinello 2008). (7) 

There are several reasons, therefore, why the act could not have provided the intended
wage restraint trumpeted by its supporters. The legislation does not go far enough in
providing comparability and standardizing of professors by rank and age across
institutions, because it simply lists names and does not even enforce standardized job
titles across departments. We have tried to provide some basis for standardization by
isolating university presidents and by comparing the university sector in Ontario with other
provinces that lack salary disclosure. But even here, data stretching back to the early
1990s that include all ranks of professors separately are not provided publicly either by
Ontario's Public Sector Salary Disclosure Actor Statistics Canada. 

Conclusion 

At the most fundamental level, our assessment of Ontario's experiment with salary
disclosure reveals that, in the academic sector at least, disclosure has not been
associated with restrained salaries. Instead, if any tentative conclusion can be reached, it
appears that salary disclosure has most likely been inflationary. This is consistent with
numerous theoretical propositions that contend that disclosure puts more upward than
downward pressure on wages. It appears that disclosure is at best a fairly weak instrument
for restraining public-sector wage growth. This is because many of the necessary
restraining mechanisms of disclosure are absent in the public sector. Most notably, a
public-sector equivalent to vocal institutional shareholders is lacking. 

In terms of the stated principles of the legislation, while the Public Sector Salary Disclosure
Act does achieve the laudable goal of increasing transparency with respect to public-
sector pay, it raises serious concerns about privacy, and one must question whether the
costs of this increased transparency outweigh the benefits. While we have enumerated the
costs with the present form of the legislation, the benefits are less clear. For any beneficial
impacts from this legislation to emerge, it must be amended so that it indeed discloses
information of truly senior officials, that the existence of inflation is acknowledged, that
context and control variables are provided to allow the evaluation of public-sector
remuneration, and that some attempt to protect individual privacy is made. 
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Notes 

(1) The Ontario Ministry of Finance web site
(http://www.fin.gov.on.ca/en/publications/salarydisclosure/2009/index.html), containing the
disclosed salaries (except 1995), outlines the purpose of this legislation: "[T]his law is to
provide a more open and accountable system of government. It lets taxpayers compare
the performance of an organization with the compensation given to the people running it.
People paid $100,000 or more a year are usually the senior employees in an organization.
It also provides taxpayers with more details on how their tax dollars are spent." 

(2) Based on Statistics Canada (2007) Labour Force Survey (change from 1995 to 2006) 

(3) Data from 1996 onwards is available on the Ontario Ministry of Finance web site. Data
for 1995 were, instead, available for viewing by the public at various locations depending
on the sector in question (e.g., specific university libraries had lists for the institution in
question). Thus, for the most part, we examine data from the years 1996 to 2006. 

(4) Calculated with the Bank of Canada's inflation calculator using the national CPI. See
http:// www.bankofcanada.ca/en/rates/inflation_calc.html. 

(5) For example, based on SEPH data, public servants' wages increased by 2.1 per cent
(CANSIM series V1741891), while based on LFS data of full-time public administrators in
Ontario, weekly wages increased by an average of 3.7 per cent between 1997 and 2006
(CANSIM series V2153285), and salaries of Ontario professors (all ranks combined
excluding deans) between 1995-96 and 2004-05 increased from $75,642 to $94,794,
representing an annual growth rate of about 2.5 per cent (COU data based on UCASS
surveys). Presidential salaries in comparison grew at a rapid clip compared to growth in
wages of senior management occupations in Ontario (CANSIM series V2258061), which
increased by 3.4 per cent between 1997 and 2006. 

(6) For example, the 4.2-per-cent positional growth rate for Wilfrid Laurier is calculated as
[[(339.6/224.0).sup.0.1]] - 1, whereas the 6.0-per-cent individual growth rate is calculated
as [[(339.6)/ (213.0).sup.0.125]]-1. 

(7) The results also have to be qualified by the fact that the 1990-95 period was perhaps
unique in the recession of the early 1990s, and the public-sector salary restraints imposed
by the NDP-led Social Contract in Ontario may be compromising the use of this period as
our baseline. Having said this, other provinces experienced recessions of equal or greater
magnitude and their own version of public salary restraint. 
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Table 1. Growth Rates of Disclosed Salaries of Ontario University
Presidents, Excluding Interim and Acting Presidents, from 1996 to 2006

                                     Salary level
University ranking in 1996    1996 ($000s)   2006 ($000s)

Wilfrid Laurier                  224.0          339.6
Western Ontario                  203.1          328.8
Toronto                          200.5          374.2
Queen's                          196.6          329.4
McMaster                         193.9          422.9
Waterloo                         186.7          416.2
Guelph                           178.7          329.4
Windsor                          176.0          292.1
York                             175.0          351.6
Lakehead                         167.5          236.0
Ottawa                           160.0          310.9
Ryerson                          156.0          295.4
Trent                            151.9          278.7
Laurentian                       145.8          260.4
Nipissing                        115.4          233.4
Carleton                         111.8            --
Brock                              --             --
Average salary                   171.4          319.9
Above average salary growth        --             --
Below average salary growth        --             --

                                 Growth rates (%)
University ranking in 1996    Positional   Individual

Wilfrid Laurier                  4.2          6.0
Western Ontario                  4.9          4.9
Toronto                          6.4          4.6
Queen's                          5.3          5.6
McMaster                         8.1          8.1
Waterloo                         8.3          7.8
Guelph                           6.3          7.9
Windsor                          5.2          7.8
York                             7.2          7.6
Lakehead                         3.5          4.2
Ottawa                           6.9          6.3
Ryerson                          6.6          6.6
Trent                            6.3          6.3
Laurentian                       6.0          8.3
Nipissing                        7.3          6.6
Carleton                        12.0         12.0
Brock                            9.3          9.3
Average salary                   6.7          7.1
Above average salary growth      6.2          6.7
Below average salary growth      7.2          7.4

Source: Ontario, Ministry of Finance, at
www.fin.gov.on.ca/en/publications/salarydisclosure/2009/index.html.



Note: There is a missing entry in 2006 because Carleton president
Mahmoud commenced his term on 20 November 2006. For Brock, there
are two missing entries because, in 1996, the president was
serving in an acting capacity, and, in 2006, president
Lightstone commenced his term on 1 July.

Table 2. Changes in Average Annual Salaries of Professors,
Ontario versus Selected Provinces

                                 Percentage change(s)
Province                       [1]                  [2]
                          Pre-disclosure      Post-disclosure
                             1990-95             1995-2000

Ontario                        -5.5                 2.5
Newfoundland                   -2.7                -4.8
Nova Scotia                    -2.0                -0.2
New Brunswick                   1.4                -8.1
Quebec                         -4.0                 0.4
Manitoba                       -0.1                 4.9
Saskatchewan                   -3.4                 1.1
Alberta                        -3.8                 3.5
British Columbia                0.8                -0.2
Canada excl. Ontario           -2.3                 0.3

                             Percentage change(s)
Province                     [3]              [4]
                       Change in rates   Difference-in-
                           [2]-[1]       differences *

Ontario                      8.1               --
Newfoundland                -2.2               7.3
Nova Scotia                  1.8               2.7
New Brunswick               -9.5              10.6
Quebec                       4.4               2.1
Manitoba                     5.0              -2.4
Saskatchewan                 4.5               1.4
Alberta                      7.3              -1.0
British Columbia            -1.0               2.7
Canada excl. Ontario         2.6               2.2

Note: Data for PEI were suppressed due to small sample sizes.
These are professor salaries of full-year, full-time workers
(i.e., worked mainly full-time for forty-nine to fifty two weeks
per year). These data are at the four-digit occupational level
(NOC E111).

* The difference-in-differences calculation is made using the
following formula, where Y is the average salary

[Diff.sub.it] = [(log [Y.sub.2000] - log [Y.sub.1995]).sub.Ontario]
- log[([Y.sub.2000] - log [Y.sub.1995]).sub.Canada/province]

Source: Canadian census for 1991, 1996, 2001.

COPYRIGHT 2010 Institute of Public Administration of Canada
Copyright 2010 Gale, Cengage Learning. All rights reserved.


