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Contracting out Fleet Services has been costly. GM 14.11 asks for more of the same.

CUPE Locals 79 and 416 are deeply concerned by what appears to be a long-term plan to sell off the Fleet 
Services Division (FSD) in its entirety. GM 14.11 – Implementation of Fleet Services Recommendations 
continues down this path. This briefing note shows that contracting out in Fleet Services has been 
plagued by cost overruns and inefficiencies. 

Locals 79 and 416 encourage Council to move away from the high costs and service delays of 
contracting out by investing in the City’s fleet capacity. Despite up-front costs, investing in the City’s 
ability to deliver fleet services in-house will make FSD more reliable and effective in the long run.

Council should begin to re-invest in fleet services by rejecting GM 14.11’s recommendation that FSD 
contract out preventative maintenance and repair. Problems with vehicle downtime and inadequate 
maintenance capacity have been caused by poor management, lack of investment in infrastructure, and 
above all by delays caused by the current parts inventory and management contract with NAPA Auto 
Parts.

Any reviews related to contracting out should also give equal consideration to contracting back in, as 
required by Council’s direction that strategies to reduce budgets “explore all services for efficiency 
savings including… opportunities for public service delivery where alternative service delivery has 
not met stated savings objectives or met Council policy objectives.” The first target of contracting back 
in should be the NAPA parts inventory and management contract.

Locals 79 and 416 respectfully recommend:
1. That Council amend Recommendation 1 of GM 14.11 to select the “Improve the Current Model” 

option presented in the Appendices rather than contracting out preventative maintenance and 
repair. 

2. That City Council avoid repeating the cost overruns and problems associated with previous 
contracting out in Fleet Services Division, by removing Recommendation 4. 

3. That City Council request the General Manager, Fleet Services, provide the November 14, 2016 
meeting of the Government Management Committee with a detailed overview of the problems 
associated with the NAPA parts and inventory management contract, including vehicle downtime, 
delays in parts delivery, and cost-overruns, and provide options for delivering the service in-house.

Contracting out Fleet Services has been costly.  GM 14.11 asks for more of the same.



Major problems with Toronto’s Fleet Services Division contracts
Mercury Associates’ external review of FSD provides details about problems with current contracts. They 
note, for example that ‘sublet’ contracts (small contracts for specific mechanical work) cost the Division 
about twice what they should. In 2011/2012 FSD contracted with NAPA Auto Parts to provide parts 
inventory and management services for FSD. Sublet contracts and the NAPA contract have had numerous 
problems. 

• When repairs are contracted out through sublets, they cost 40% more than comparable fleets. For parts, 
Mercury Associates found that Toronto pays 80% more than what comparable fleets pay. 

• About 90% of parts have a mark-up of 11.74%. That’s the same as what NAPA charges in their retail 
store. When parts management and inventory was outsourced, NAPA was the only bidder, so it’s no 
surprise the City isn’t even getting a bulk discount compared to retail prices.

• Mercury Associates also confirmed what frontline staff have been saying since NAPA took over parts 
inventory and management: the fill time for parts is too long and NAPA personnel are not specialists in 
heavy vehicles. With NAPA consistently below their 85% fill rate target, it is no surprise that there are 
lengthy vehicle down times. 

Improve the current model

Across Canada, there is mounting evidence that, over a long period of time, many services are delivered 
more efficiently in-house than when they are contracted out. The supposed benefits of outsourcing have 
simply not materialized. A recent report from The Columbia Institute and The Centre for Civic Governance 
provides case studies of 13 Canadian cities that have contracted services back in-house. They found that the 
main reasons for contracting back in are:

• Cost savings have either been under-realized or municipalities developed the capacity to deliver services 
in-house for a lower cost;

• Residents, Councillors and staff raise serious concerns about service quality.

FSD struggles with excessively long vehicle down times. Downtime has been caused, in part, by work bay 
shortages and, as Mercury Associates noted, the need for 12-17 more mechanics in FSD. Vehicle downtime 
is made worse by NAPA’s ineffective parts management. FSD mechanics have been frustrated by slow 
response times when they request parts from NAPA. So far in 2016, NAPA has only maintained an 83% fill 
rate (the number of times a part is available on demand). It was even worse last year, at only 81%. This is 
below their contractually obligated rate. 

The bottom line is that Toronto’s experience with contracting out in FSD raises serious concerns about the 
feasibility of contracting out preventative repair and maintenance. 

“The main challenge with the existing 
model is that no single vendor has 
the expertise necessary to manage an 
automotive parts inventory for a fleet as 
large and diverse as the City of Ottawa’s.” 

— Kevin Wylie, General Manager, Public Works, Ottawa
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Ottawa brought their NAPA contract back in-house

Ottawa’s experience with contracting out is strikingly similar to Toronto’s. Both cities engage 
NAPA for five-year contracts beginning in 2012. The Auditor General in each city pointed to 
major problems with the contract and both 
cities engaged third party experts to take an 
independent look.

On March 23, 2016, Ottawa’s City Council 
agreed to bring parts management back 
in-house. As the report from Public Works 
General Manager Kevin Wylie notes: “The 
main challenge with the existing model 
is that no single vendor has the expertise 
necessary to manage an automotive parts 
inventory for a fleet as large and diverse as 
the City of Ottawa’s.”

From one bidder to no bidders

Toronto’s current contract with NAPA will expire next year. Because of all the problems with 
that contract, before FSD issued a new Request for Proposals (RFP), they made major updates 
to the one issued in 2011. The new RFP included protections against markups, penalties for 
delays filling parts, mandatory reporting requirements to improve quality assurance, and 
required vendors to commit to providing details on how much they were saving the City. 

It is telling that in 2012 there was only one bidder that met technical requirements: NAPA. 
In 2016 – when the technical requirements were beefed up to provide quality assurance, 
competitive pricing, and accountability – no bidders met the technical requirements. Not 
even NAPA. This is why Council needs to comprehensively rethink contracting out in Fleet 
Services.

Driving the point home

GM 14.11 asks Council to approve more contracting out, when the Fleet Service’s own external 
review points to major problems with previous contracts. 

Rather than risk valuable dollars on contracting out preventative maintenance, or selling off 
vehicles, the City should re-invest in its garages, internal capacity and mechanics. 

For more information please contact:

Katrina Miller, Strategic Communications and Campaigns 
647-272-5024

Simon Collins, CUPE Research 
416-629-8655


