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Abstract: In January 1997, Ontario’s Ministry of Community and Social Services
(Comsoc) entered into a public-private partnership with Andersen Consulting. The
business transformation project was intended to support the Ontario Works program
and Ontario Disability Support program. The provincial auditor subsequently
reviewed the project and identified a number of problems. This particular case illus-
trates some of the key issues associated with public-private partnerships in Ontario,
and perhaps more generally. The article examines the government’s managerialist
agenda and the twin goals of downsizing the Ontario Public Service while increasing
the involvement of business in program delivery. Analysis focuses on how the
Ontario government conceives of partnership arrangements; the issue of differences
in organizational power between public and private actors; the question of whether
shared interests need necessarily exist between the parties; and the problem of secur-
ing accountability in partnership arrangements. It finds that collaborative partner-
ships and democratic accountability are in tension; public-sector organizations risk
entering public-private partnerships in subordinate roles; and that divergent public
and private purposes hampered the project. Moreover, the article suggests that the
ministry’s eventual corrective actions embraced traditional public administrative
concerns. This development indicates that while recent managerialist reforms have
posed some challenge to public administration, it shows continued relevance in pro-
tecting the public interest.

Somumaire : En janvier 1997, le ministére des Services sociaux et communautaires de
I'Ontario a conclu avec Andersen Consulting un partenariat entre secteurs public et
privé. Le projet visait & appuyer le programme Ontario au travail et le Programme
ontarien de soutien aux personnes handicapées. Le vérificateur provincial a, par la
suite, passé en revue le projet et a identifié un certain nombre de problemes. Ce cas
particulier illustre certaines des questions clés assaciées aux partenariats entre le sec-
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teur public et le secteur privé en Ontario, et peut-étre dans un champ plus vaste. L'arti-
cle examine le programme de nouveau management public du gouvernement let les
deux objectifs jumeaux consistant a réduire la taille de la Fonction publique de
I'Ontario tout en augmentant le réle du secteur privé dans la prestation des pro-
grammes. L'analyse se centre sur la maniére dont le gouvernement de I'Ontario
congoit les contrats de partenariat; la question des différences en matiére de pouvoir
organisationnel entre les intervenants des secteurs public et privé; la question de
savoir si les parties doivent nécessairement partager des intéréts communs; et le
probléme de la garantie de 'imputabilité dans les contrats de partenariat. L'article
montre qu'il existe des tensions dans les partenariats de collaboration par rapport a la
responsabilité démocratique, que les organismes du secteur public risquent de con-
clure avec le secteur privé des partenariats o ils joueront des rdles subordonnés et
que les objectifs divergents des secteurs public et privé ont été une entrave au projet.
Par ailleurs, 'article laisse entendre que les mesures correctives prises finalement par
le ministére ont tenu compte des préoccupations traditionnelles de 'administration
publique. Cela indique que méme si les récentes réformes de gestion ont posé certains
défis a I'administration publique, elles visent toujours la protection de I'intérét public.

“There is nothing wrong with Ontario that a new vision, a new direction and
turn-around management can’t fix.”! So declared the Common Sense Revolu-
tion, the Ontario Progressive Conservative Party’s central campaign docu-
ment for the 1995 provincial election. While still nominally the Progressive
Conservative Party of Ontario, it had travelled some ideological distance
since the days of Bill Davis and the long-standing notion that “bland
works.”> Among other things, the Harris PCs were committed to making
fundamental changes to the public service. They expressed a desire to “take
a fresh look at government. To re-invent the way it works, to make it work
for people.”? Common Sense revolutionaries promised that their program
would “have a significant impact on the way in which government and
employees do business on a day-to-day basis, because it will demand that
government does business like a business.”* The new tone of government
in Ontario was apparent when, during the government's first throne speech,
the lieutenant governor invited “everyone to become a partner in the
agenda for change” and then read out a toll-free 1-800 telephone number for
Ontarians to call for information about that agenda.’

Managerialism, or new public management (NPM), had come to Ontario.
In general, the approach sees a greatly enhanced role for the private sector,
both as a direct provider of services and as an example for government. The
view is summarized by Donald Savoie as being “rooted in the conviction
that private sector management is superior to public administration. The
solution, therefore, is to transfer government activities to the private sector
through privatization and contracting out. Given that all activities can
hardly be transferred to the private sector, the next best solution is to trans-
fer business management practices to government operations.”® In this view,
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“management is management,” and both public and private organizations
are grist for managerialism’s mill.

This belief in the essential similarity of government and business is an
important development. Less than sixty years ago, Paul Appleby, having
examined the behaviour of government and business, was able to declare
“government is different.”” Appleby explained that there are “at least three
complementary aspects that go to differentiate government from all other
institutions and activities: breadth of scope, impact, and consideration; pub-
lic accountability; political character.”® However, according to the Commion
Sense Revolution, “[t]he same kind of innovations being employed in the pri-
vate sector are likely to produce even greater savings when applied to gov-
erment’s bloated bureaucracy.”’

The general embrace of new public management internationally suggests
diminished enthusiasm for viewing public administration as a relevant activ-
ity. Sandford Borins points to the inappropriateness of public administra-
tion’s “bureaucratic paradigm,” a melange of ideas associated with Adam
Smith, EW. Taylor, Max Weber, and the I’rogressives.10 In this view, public
administration is seen as in need of dramatic reform in the face of information
technology, governmental fiscal constraints, and changing workforce compo-
sition.! In this sense, public administration is framed as the problem that
managerialism is intended to address. According to Donald Kettl, “[i]n most
countries the management reform movement has sought to root out tradi-
tional bureaucracy and the pathologies that reformers believed flowed from
it. They tried to root out authority-driven hierarchical systems. They sought
to replace them with more competition (driven by market strategies) and
responsiveness (driven by a stronger attention to citizens as customers).”*2

David Osborne and Ted Gaebler suggest government reform must recog-
nize the strengths of various sectors. The public sector is said to excel at
“policy management, regulation, ensuring equity, preventing discrimination
or exploitation, ensuring continuity and stability of service and ensuring
social cohesion.” For its part, the private sector is better at “performing eco-
nomic tasks, innovating, replicating successful experiments, adapting to
rapid change, abandoning unsuccessful or obsolete activities, and perform-
ing complex or technical tasks.” Finally, “[t]he third sector tends to be best at
performing tasks that generate little or no profit, demand compassion and
commitment to individuals, require extensive trust on the part of customers
or clients, need hands-on, personal attention ... and involve the enforcement
of moral codes and individual responsibility for behaviour.”! This carica-
ture has enjoyed some influence and is reflected in many government reor-
ganization efforts. Managerialism suggests that the main functions of
government should be those of policy setter and contract manager, but with
minimal involvement in direct service delivery. This vision for government
means that such alternative service delivery (Asp) options as contracting-
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out, special operating agencies, and public-private partnerships become
increasingly feasible.

This article examines one such asp effort: the business transformation
project, a public-private partnership entered into by the Ontario Ministry of
Community and Social Services (Comsoc) and Andersen Consulting.!* This
episode demonstrates important issues associated with public-private part-
nerships in Ontario, and perhaps more generally. The Andersen-Comsoc
partnership received considerable scrutiny, including a report on the project
by the provincial auditor in 1998 and subsequent follow-up audits. In the
light of the auditor’s concerns, Comsoc hired another firm to review the
project’s viability and make recommendations to the ministry on corrective
measures. As well, the ministry appeared a number of times before the
standing committee on public accounts in 1998 and 1999 to explain the part-
nership and corrective actions it had taken to bring the project under con-
trol. Using these sources, along with government policies on asp, this article
considers how the Ontario government conceives partnership arrange-
ments; the issue of differences in organizational power between public and
private partners; whether shared interests necessarily exist between the par-
ties; and the matter of accountability in partnerships. The article finds that
collaborative partnership arrangements and democratic accountability are
in tension. It also suggests that public-sector organizations in Ontario have
been weakened by the downsizing agenda and tend to enter public—private
partnerships in a subordinate role, something that hampers both effective-
ness and accountability. While partnerships require a shared common pur-
pose, the article points out that the consultant and Comsoc seemed to
diverge in this regard to the detriment of the project. Finally, it is suggested
that the ministry’s eventual corrective actions embraced traditional public
administrative concerns. This latter development shows the continuing rele-
vance of long-standing approaches to administrative control and account-
ability.

Public—private partnerships
The Harris PC party declared enthusiasm for Asp during the 1995 election
campaign and maintained that interest after its victory at the polls. During
its first throne speech, the new government promised that it would “pursue
alternatives such as partnerships between government and private busi-
nesses and opening government operations to outside competition.”!> Two
months later the government restated the goal: “We will create partnerships
with private businesses, and open our administrative operations to outside
competition, where it can save taxpayers’ money, while protecting privacy
and the public interest.”'® In 1996, cabinet approved Management Board
Secretariat’s alternative service-delivery framework, which set out a range
of asp options for ministries to pursue, including partnerships. The policy
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framework supported the “Common Sense Revolution’s” aim of increasing
the involvement of business in program delivery.””

Kenneth Kernaghan notes that a partnership can be strictly defined as “a
formal agreement to share power with others in the pursuit of joint goals
and /or mutual benefits.”!8 But, in fact, partnerships take a variety of forms
that might not meet the strict definition. Partnerships can be classified accord-
ing to “the nature and extent of power (i.e., control or influence) exercised by
the partners.”!? Kernaghan suggests four general categories of partnerships:
collaborative, a form of partnership most closely approximating the narrow
definition wherein the parties pool roughly equal resources and relinquish
autonomy in pursuit of shared goals; operational, an arrangement whereby
parties share work but not decision-making authority; contributory, wherein
parties typically share financial sponsorship for a particular project, but have
little operational involvement with it; and consultative, wherein advice from
various interested parties is solicited by the public organization.?’

F. Leslie Seidle finds some agreement that “joint action,’ ‘power sharing,’
and ‘mutual benefits’ are essential elements of true partnerships,”?! and out-
lines the distinction between public—private and social partnerships. The lat-
ter refers to longer-run delivery arrangements with non-commercial
organizations. Regarding the former, he points out that

[wlhat are usually referred to as public-private partnerships involve agreement
between a public-sector and private-sector (commercial) organization. The purpose
of such partnerships is often fairly specific - for example to implement information
technology systems within the public sector or to improve transportation infrastruc-
ture through construction of roads, bridges, etc. Some public-private partnerships do
not continue once the particular purpose has been achieved.”

He suggests that governments might be interested in partnerships for such
reasons as cost control and reducing the role of the public sector.??

The Ontario government defines public-private partnerships as arrange-
ments in which “[g]lovernment provides services with another Farty where
each contributes resources and shares the risks and rewards.”?* In order to
enter into a public-private partnership, ministries apply the common pur-
pose procurement (crp) policy, which establishes the conditions that must
be met before ministries may proceed. The 1995 manager’s guide to com-
mon purpose procurement notes that one of the benefits of a cpp-type acqui-
sition pertains to the new approach'’s ability to “lead to better, more creative
solutions than government would be able to come up with on its own.”%

The policy stresses its appropriateness when a ministry “does not have
the right mix of time, skills and money to identify, design and develop its
own solution” to a particular problem.? That is, in order to use the policy
ministries must already be in some distress because of a shortage of essential
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skills or other resources. As well, compared to “traditional procurement pro-
cesses where proposals are selected chiefly on the basis of price or lowest
evaluated cost, the cPp process selects partners on proven experience and
expertise, project approach and management, financial stability and capac-
ity, and financial and Fartnership arrangements for sharing the risks, invest-
ments and benefits.”

Another notable feature of the approach is the more immediate and more
intimate involvement of firms compared to more usual acquisition pro-
cesses. Among other things, the policy

- allows more interaction between the vendors and ministry to quickly
facilitate the vendors’ increased understanding of the ministry’s business
vision, scope and desired results before vendors complete their proposals;

- uses face-to-face interviews and presentations for immediate clarification
of proposals and assessment of the project team’s synergy;

- involves the vendors earlier in the project to engage private-sector creativ-
ity and expertise in defining solutions.

Similarly, the deputy minister’s guide to the crp policy indicates more
involvement and control by the private sector than is the case in a typical
purchase-of-service arrangement. For example, the guideline requires that
deputy ministers be able to answer yes to the following before going ahead
with a crp acquisition:

- My senior managers and I are prepared to give up some power and con-
trol in return for achieving the benefits of the project ...

- My senior staff are able to manage the project risks or will be able to do so
jointly with the vendor-partner.

- My senior staff are willing and able to share decision-making and respon-
sibility on key issues as well as less critical issues with the vendor-partner.

- All my project staff are willing and able to work in a peer-to-peer collabo-
rative relationship with the vendor-partner.”

Common purpose procurement, then, is intended to bring the private sector
“inside” in a collaborative arrangement so that government might gain access
to private-sector resources, creativity and expertise. In return, the public actor
relinquishes some power and control; it is no longer the sole decision-maker,
given the commitment to share authority with the private actor.

Comsoc’s business transformation
project
In October 1995, Comsoc sent out a request for proposals regarding the over-
haul of the Family Benefits and General Welfare Assistance programs, two
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areas through which it delivered social assistance; the effort was named the
business transformation project. The Family Benefits program assisted sole-
support parents with dependent children and people who were perma-
nently unemployable due to mental or physical disability. In fiscal year
1997-98, the program supported some 314,000 people, amounting to
approximately $2.9 billion. General Welfare Assistance involved short-term
support, based on a minimal living standard, to people unable to support
themselves. In 1997-98, the program assisted approximately 270,000 people,
amounting to about $1.9 billion. It was delivered by municipalities and First
Nations, while the provincial government funded approximately eighty per
cent of the costs.® The ministry was interested in developing new technol-
ogy and new business processes in support of the PC’s commitment to
workfare. When she appeared before the public accounts committee, the
deputy minister of Comsoc, Suzanne Herbert, put the business transforma-
tion into context:

The reform agenda has included new legislation, new programs, an integrated deliv-
ery system and a change in the philosophy of social assistance from an entitlement
system to one focusing on individual responsibility to work. Integral to this reform is
the need to modernize technology and business practices to support this change. It
literally requires a re-engineering of all the systems that support social assistance,
including administration and technology.®

Comsoc wanted to replace its computer systems - the comprehensive
income maintenance system (cims), the municipal assistance information
network (MAIN) and interim systems - and develop a province-wide deliv-
ery system along with new business procedures.

The Andersen-Comsoc affair suggests an important
power imbalance between the partners and the associated
displacement of public concerns for private ones

In April 1996, after reviewing submissions from a number of potential
vendors, Comsoc selected Andersen Consulting as its partner for the project.
In late January 1997, the ministry concluded negotiations and entered into a
four-year agreement with the firm. Andersen’s preliminary cost estimate in
April 1996 was $50-$70 million. That amount increased to $180 million by
January 1997. The auditor found Comsoc unable to demonstrate how it
assessed the appropriateness of the new amount.” The project was adminis-
tered through a cost pool and benefit pool. According to the agreement, each
organization would be “entitled to recoup its costs and associated interest
charges from the benefit pool in proportion to the costs and interest it has
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charged to the cost pool.”** As of 31 March 2000, $146.7 million had been
charged to the cost pool, of which $117.4 million was attributable to Ander-
sen. Benefits stood at about $116.2 million, all of which were attributable to a
component of the project known as the “early opportunities initiative.” By
that same date, Andersen had received $95.6 million, or about eighty-two
per cent of the benefits pool.*

In 1998 the provincial auditor reviewed the business transformation
project in order to assess whether or not

- the ministry had clearly established the appropriateness of the cpp pro-
cess for its business transformation project and had followed a reasonable
and fair competitive selection process in awarding the agreement to
Andersen Consulting; and

~ the ministry had demonstrated due regard for economy and efficiency in
the contract terms agreed to and in the administration of the work
performed®

The provincial auditor concluded that Comsoc had generally failed to meet
the above requirements. In particular, the ministry had neglected to define
the project’s scope and intended outcomes. The auditor also found that
Comsoc was unable to demonstrate that it had considered different
approaches to the project other than a public—private partnership. Further,
the audit reported that though Comsoc had followed the policy for such
partnership arrangements, the ministry was not able to demonstrate the
appropriateness of its vendor selection in terms of cost-effectiveness or
value-for-money considerations. Comsoc was able to justify neither the
eventual $180 million ceiling price nor the basis for which certain payments
were made to the vendor outside of that cap. The provincial auditor was
also critical of the distribution of project savings, payments made to Ander-
sen based on program savings that could not be clearly attributed to the
firm, the ministry’s financial controls on the project and project delays.*

Analysis

Organizational power
During the course of the business transformation project, traditional public-
service concerns for process, control and public oversight were displaced in
favour of the interests of a private firm. Joan Price Boase’s review of various
public-private partnerships suggests that Comsoc might not be alone in
experiencing this sort of displacement. For example, she points out that
public-private partnerships “do not always fulfil the requirements of
responsible government or reflect traditional public-service values. In par-
ticular, it is striking how government representatives have acquiesced to
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demands by their private partners that the details of their contracts remain
confidential, thus blurring the lines of accountability.”® Similarly, in detect-
ing “a slow drift towards the collaborative end of the partnership spec-
trum,” J. David Wright and Alti Rodal believe the “increased reliance on
private-sector resources and operational decisions does suggest a certain
leakage of power from the public to the private sector.”

Annette Hastings’s research into a partnership arrangement at the local
level in Scotland® reveals intriguing findings that might help to explain the
acquiescence by public organizations described by Price Boase. Hastings
examined partners’ views on a local development project. Initially the pub-
lic, voluntary and private-sector actors had a common view about the prob-
lems they believed the project was intended to address, though differed
substantially with regard to causal explanations.*® When reinterviewed after
the partnership had been in effect for a year, Hastings discovered that the
private-sector view remained unchanged but that the views of the other par-
ties had shifted towards the private-sector perspective. Hastings believes the
change is explained by an unequal power relationship among the actors.
That is, power is an important variable in understanding partnerships.

[1]f interests are in tension, and if the public organiza-
tion does not possess sufficient capacity to manage
this strain, then the resultant tension might not be
“creative.”

The transformation of partners’ perceptions in Hastings’s example can be
seen as “an aspect of micro-politics of power relations within partnership.”*!
While the presence of competing understandings might suggest some
opportunity for creative responses through the possibility of mutual trans-
formation, an imbalance in organizational power implies the probability of
domination and, therefore, unidirectional change.42 The Andersen—-Comsoc
affair suggests an important power imbalance between the partners and the
associated displacement of public concerns for private ones. As noted, the
cep policy requires that, as a condition of its use, the public organization be
short of skills, money and/or time. These circumstances do not seem sup-
portive of equality between partners.

Comsoc hired the firm Hickling Lewis Brod to review the project. The
consultant’s report notes a mismatch in capacities between public and pri-
vate actors. In this respect it points to an “observable dissonance in the rela-
tionship between the parties” pertaining to Andersen’s complaints about
Comsoc’s failure to meet “expectations for the timely delivery of qualified
personnel and policy decisions to the project.”*> The report also finds that



THE ANDERSEN—COMSOC AFFAIR 329

government layoffs bear some of the blame for the ministry’s shortcomings,
noting that “[i]n the course of the downsizing of the Ontario Public Service,
early retirement programs afforded a number of senior people opportunities
to leave the public service and opened opportunities for promotion to oth-
ers. The consequent ‘churn’ has a significant impact on the [business trans-
formation project].”** As well, the fact that “several senior managers had
been promoted or had accepted alternative career opportunities” also
explains some of Comsoc’s failure to “crystallize” the project plan.*® Indeed,
the cuts to the public service have been substantial; during their first two
years in office the Conservatives eliminated approximately 12,700 frEs.*
Graham White’s analysis supports the view that the general commitment to
downsizing the Ontario Public Service contributed to institutional weaken-
ing. Regarding the loss of experienced public servants, he notes that

layoffs, the extensive acceptance of early-retirement options, and resignations of staff
disillusioned with the direction of the OPS or about their role in it have resulted in
the public service losing some of the people it should be the most intent on retaining.
Quite simply, employees choosing to leave are often the more venturesome or those
with the most transferable skills. The problem is not simply loss of talent, but of irre-
placeable experience and of institutional memory.*’

In his consideration of the integrated justice project — another public-
private partnership under way in the province — Carl Baar also highlights
the tension between skills shortages and the demands of partnerships.
Focusing on the issue of project oversight, Baar asks, “How can the public
sector monitor the performance of a private partner whose fundamental
task is to develop new systems beyond the capacity of the public sector to
undertake?”*8 In the Andersen—-Comsoc case, the public accounts committee
raised similar concerns about the ministry’s ability to keep the business
transformation project under control. For example, according to the agree-
ment, in addition to the $180 million cap, Andersen would receive further
reimbursements from savings for certain excluded project expenses pertain-
ing to third-party development costs. Comsoc made some effort to establish
that it could control for such excluded costs, an important concern given
that this “back door” could potentially divert benefits away from the minis-
try. The committee wondered about Comsoc’s capacity in this regard. In par-
ticular, it expressed concern about costs associated with the development of
certain software. The ministry’s project manager claimed variously that
“[t]he ministry is a key decision-maker in this process,” and subsequently,
“[w]e are the decision-makers on that process. It wouldn’t be a process
whereby Andersen Consulting made these decisions on their own without
the ministry agreeing to it.”*’ The level of ministry control described, how-
ever, does not really fit with the common purpose procurement policy
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where, it will be recalled, authority is very much a shared matter. Nonethe-
less, when asked if the ministry “could force [Andersen] to design this soft-
ware rather than purchase it beyond the cap,” Comsoc’s project manager
replied, “Absolutely.”> There is some reason to doubt the ministry’s confi-
dence in this matter.

Sandra Pupatello, a Liberal member of public accounts committee,
pointed to a troubling feature of public-private partnerships:

You mentioned that you have all the expertise somehow to determine - that if
Andersen came to you and said, “We have to develop this piece of software,” there’s
someone in this ministry who's going to know that that’s not the case, that Andersen
can do it in-house, and therefore don’t go purchase it outside. The truth is, that's the
whole point of hiring Andersen in the first place: The ministry does not have the
expertise to know that.”!

The observation raises concerns about the need for substantive expertise for
effective oversight. Partnership management is a challenging task and
becomes more so when the public organization enters into an arrangement
short of skills and resources. Pupatello’s point locates the problem of control
in the area of specific capacities, suggesting that success in the venture
demands that the public service understand the work to be done; without it,
the public partner is at the mercy of the private partner. That is, there must
be countervailing expertise among the participants. James lain Gow makes a
similar point in his analysis of contracted-out services in different Canadian
jurisdictions. He observes that “we have seen enough cases to indicate that
the state should not become so ‘hollow’ as to be unable to direct, control and
evaluate contracted goods and services.”> If there is an incentive for the pri-
vate partner to keep costs “off-book,” and if the public partner has little
basis on which to judge, it must simply put its faith in the partnership and
trust its private partner. If interests coincide, then the question of power
imbalances - while still important — might not threaten project success. If,
however, interests diverge, the problem becomes critical.

Creative tension, or simply tension?
The partners were expected to have a strong common purpose. Comsoc’s
interest in the project was the replacement of technology with a view to
reducing overall costs and adjusting the program to fit the Conservative gov-
ernment’s workfare policy. Andersen’s interest was profit. According to the
policy, this is precisely how things should be: “the obvious common pur-
pose,” the manager’s guide to the policy notes, “is the completion of the solu-
tion to the ministry’s business problem. ... For the ministry, the gains will be
at least the desired business results stated in the [request for proposals] at the
start of the [common purpose procurement] process. For the vendor-partner,
the gains will be the anticipated revenue and / or ownership of a saleable asset
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which had been negotiated in the overall contract at the start of the project.”™*
It is not entirely clear, however, that a private firm’s desire for profit or to
obtain a saleable asset will necessarily be in the public interest.

Regarding public-private partnerships, Price Boase notes that “there is a
major disjunction between the goal of service to the public and the goal of
profit.”>* The tension between public and private imperatives in Ontario is
captured by the characterization of the private actor as a “vendor-partner.”
Regarding the concept, Michael Jordan — a former Ontario government offi-
cial - believes that a vendor-partner, unlike a traditional vendor, resembles
an investor to the extent it takes on risk in expectation of future return. He
also points out that “[a] creative tension is established between the private
sector’s drive to recover its investment and earn incentive payments and the
government’s need to maintain transparency and accountability.”>® That is,
concerns for the firm’s bottom line are arrayed against more public con-
cerns. Through it all, however, Jordan is confident in the existence of shared
public and private purpose. Yet, if interests are in tension, and if the public
organization does not possess sufficient capacity to manage this strain, then
the resultant tension might not be “creative.”

As noted, under the Andersen-Comsoc agreement each organization is
entitled to recover from the benefits pool costs and interest charges propor-
tionate to costs and interest it applies to the cost pool.”® As of 31 December
1997, $31 million had been charged to the cost pool, of which $28.3 million
was attributable to Andersen. Benefits stood at $11.5 million. According to the
contract, “[u]nless otherwise agreed to, no distribution of savings is to occur
until the total amounts in the benefit pool exceed the total amounts in the cost
pool.””” Even though benefits were running well behind costs, Comsoc made
payments to Andersen from the benefits account. The deputy minister
explained some of the reasoning behind the decision, pointing out that it was

quite in keeping with the [common purpose procurement] approach and the cpr
guidelines. It is an attempt to recognize that a benefits pool was being created and
costs were being incurred and a way of recognizing that a task the project had under-
taken had been successful in creating savings for the government. It seemed to us a
reasonable approach to share those benefits as they were accruing.®

On this view, the ministry thought it unreasonable to delay payment to its
partner, a partner with whom Comsoc believed it shared a common pur-
pose. After all, partnerships do require the occasional show of good faith, a
view echoed by Jordan, who believes that relationship-building is a critical
requirement. Specifically he suggests that “[e]stablishing the confidence,
trust and commitment to work together and overcome risk is the intangible
nature of these partnerships.”” In this case, while benefits lagged behind
costs, the ministry did not feel obliged to impose more traditional project
controls and issued the payments.
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Comsoc adopted a trusting posture with its partner and decided to dis-
tribute the benefits as they emerged. Even so, benefits were shared in an
unusual way. By 31 March 1998, all business transformation project benefits
were attributable to the early opportunities change reporting task orders,* a
component of the project that had yielded $11.5 million in benefits by 31
December 1997. The provincial auditor raised concern about the distribution
of benefits, observing that “as of December 31, 1997, Andersen Consulting
had been allocated and paid 90% of the amount in the benefits pool but had
contributed 63% of the total hours spent on the project.”®!

Perhaps more important than simply taking a disproportionate share of
the benefits, the private partner could not really take credit for benefits aris-
ing from the early opportunities initiative. The provincial auditor expressed
the opinion that benefits derived from enhancements to the existing system
should not be counted towards the work undertaken through the business
transformation project for a number of reasons. Comsoc had not considered
other approaches to the work when it made the choice to include the early
opportunities measures in the BTp. The audit also noted that “[m]inistry staff
were well aware of the needed changes. In fact, a number of previous audit
reports by the Provincial Auditor as well as a report by the Standing Com-
mittee on Public Accounts had made significant recommendations for
improvements in these areas.”®? As it was, a substantial amount of the work
was done by ministry staff who reviewed and updated case files manually,
or made programming changes to cims. Moreover, Comsoc was assisted in
its programming work by consultants other than Andersen. In addition, in
November 1995, Comsoc claimed to have already started work in this area
in 1994, long before the partnership with Andersen had commenced.®® The
auditor also pointed out that “[s]ince early opportunity savings significantly
exceeded costs, it would have been more economical for the Ministry to pro-
ceed with this work outside of the [common purpose procurement| agree-
ment, for example, proceeding on a fee-for-service basis.”® Nonetheless,
Andersen benefited from savings generated through this component of the
project.

Similarly, the ministry’s inability to stop the upward spiral of Anderson’s
fees was worrisome. The private partner was required to provide the minis-
try with its standard “published rates” during negotiations. The audit notes
that “the rates Andersen Consulting was charging for staff time exceed the
rates quoted at the time of its response to the Ministry’s December 1995
request for proposal by an average of 63%”% (See Table 1). The agreement
provided that Andersen could “at any time increase its standard published
bi]ling rates and charge the higher rates without the approval of the Minis-
try.”*® Comsoc’s project director provided more specifics for the committee:
“Typically, Andersen Consulting’s rates change as of September. Their fiscal
year is September to September. At that point in time we ask if there are
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Table 1. Comparisons of Andersen Consulting 1995 Proposed Rates with Actual Rates at 31
December 1997

Position Proposed rate/hour ($)  Actual rate/hour ($)
Project director 300400 575

Technical / System architect 200-300 450

Design specialist 200-300 335472

System designer 150-250 230-325
Application developer 70-140 105-250

Source: Ontario, Office of the Provincial Auditor, 1998 Report (Toronto: Queen’s
Printer, 1998).

going to be new rates. They volunteer that information very often. What we
get back is what the new rates will be if there are any changes.”®” Indeed,
why would they not volunteer that information as often as they could? In
accordance with the policy, the private partner was pursuing its “bottom
line” and was successful in these efforts. Andersen had raised the overall
project price by some 300 per cent, and within a year it had seen a sixty-
three-per-cent increase in its average hourly rate.

Perhaps the eventual nature of the relationship between the parties was
unwittingly characterized by Kevin Constante, Comsoc’s deputy minister
after Ms. Herbert. In discussions with the public accounts committee in 1999
about his efforts to renegotiate the agreement, Mr. Constante indicated that
he was disinclined to reveal his strategy to the committee since it would
mean “negotiating with all my cards exposed when the opposition does not,
and I think that would be a mistake.”® The private partner had been recast
as Comsoc’s opponent.

Accountability
Comsoc’s view of its relationship with Andersen surfaced when Conserva-
tive committee member Terence Young asked Comsoc’s project director
about early payments from the benefits pool:

[W]ould it be fair for one of the partners to say, “We did have all these benefits and
our costs did go down, but it wasn’t due to what you did, therefore we’re not going
to pay you anything?” Or was there this ongoing conversation where they said: “We
understand that. We're not trying to get out of the deal. We want to work with you,
but we have put out $20 million in costs that we can itemize.” Did they do that and is
that why they were given those costs? I'm trying to understand that.®

The project director agreed that this was the case. In fact, the view of the
relationship as an “ongoing conversation” is perhaps what one might rea-
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sonably expect from partners working in collaboration. As will be seen,
however, this relationship hampered accountability, a shortcoming that was
demonstrated in the ministry’s responses to public accounts committee’s
concerns about the payment of out-of-pocket expenses to the firm.

Problematically, the condition of collaborative partner-
ship — rough equality of the partics — is the same one that
impedes effective accountability by weakening authority
rights

By 31 December 1997, Andersen had been reimbursed for approximately
$1.4 million in out-of-pocket expenses. Such costs included accommodation,
travel and meals. The partners agreed that Andersen would submit out-of-
pocket expense claims and the accompanying receipts to the project man-
agement office for review. In a majority of cases, Andersen’s staff did not
include the supporting documents with their claims as promised, a situation
that raised concerns among several committee members. Comsoc’s deputy
agreed that her ministry had been negligent in not requiring receipts while
approving the $1.4 million in payments. While such an admission before the
committee was significant, Nor member Peter Kormos was interested in the
private actor’s explanation for non-compliance:

Mr Kormos: ..What was Andersen’s excuse, though? They were the ones who's statf
were submitting expense claims without receipts. What was their excuse?

Ms Herbert: Mr. Kormos, I'll go back to repeating what I said, and probably irritating
you, which is that the ministry investigated this issue and we've fixed it.

Mr Kormos: I understand that. However, it remains that it was Andersen’s staff who
were submitting claims without receipts. They knew what the terms of the contract
were as well, didn't they?

Ms Herbert: It would be my assumption.

Mr Kormos: So what was their excuse? You've explained why the ministry didn’t
catch it. I'm asking if you know whether or not Andersen has advanced a reason for
its staff making claims without receipts, contrary to the agreement.

Ms Herbert: It was our job to ensure that the receipts were reviewed against the min-
istry and government guidelines. We did not do that job.

Mr Kormos: Isn't it the job of Andersen’s staff to comply with the contract as well?
Ms Herbert: Yes.

Mr Kormos: And they didn't, did they?

Ms Herbert: This part of the contract management was our responsibility.

Mr Kormos: But the fact is that Andersen’s staff didn’t comply with the contract, did
they?

Ms Herbert: Well, it's a moot point.”’
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The public accounts committee is charged with an important accountabil-
ity function. It has a broad mandate to review and report to the legislature
on government operations. Yet Kormos was unable to discover the private
partner’s reasoning for not complying with the terms of the agreement
regarding the payment of $1.4 million in expenses. The deputy minister sug-
gested that her organization could account for the lapse and that a chain of
accountability flowed from Andersen, through Comsoc, to the committee.
There is some reason to question this view.

Scholars and practitioners are interested in the meaning of accountability
in various alternative service configurations. As Donald Savoie has sug-
gested about managerialist reforms: “accountability remains the hole in the
doughnut.””! Likewise, Wright and Rodal believe that accountability is fore-
most among the risks faced by public-private partnerships.”?> This same
issue looms large in the Andersen—Comsoc affair. Richard Mulgan’s analysis
of accountability is helpful for clarifying the problem. He notes that account-
ability has come to be used in a number of senses not completely in keeping
with the concept’s core meaning. That is, accountability

is external, in that the account is given to some other person or body outside the per-
son or body being held accountable; it involves social interaction and exchange, in that
one side, that calling for the account, seeks answers and rectification while the other
side, that being held accountable, responds and accepts sanctions; it implies rights of
authority, in that those calling for an account are asserting rights of superior authority
over those who are accountable, including the rights to demand answers and to
impose sanctions.”

The public accounts committee is an external body positioned to enforce the
ministry’s accountability obligations, while the ministry presumably holds
the private partner to account. It will be recalled, however, that Comsoc
believed its relationship with Andersen was “an ongoing conversation.” In a
collaborative partnership this conversation is between presumed equals.
Mulgan points out though that accountability “implies an unequal relation-
ship of superior and subordinate in which the latter is required to take direc-
tions from the former and to accept sanctions, if necessary, for unsatisfactory
performance.””* Problematically, the condition of collaborative partnership
- rough equality of the parties — is the same one that impedes effective
accountability by weakening authority rights. Moreover, in common pur-
pose procurement in Ontario, the public actor seems likely to come to the
table in the subordinate role, thus making accountability even more elu-
sive.””

Other problems arose in Comsoc’s business transformation project.
Briefly, the ministry required Coopers & Lybrand - another consulting firm
— to assist in the development of the requests for proposals and the subse-
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quent evaluation of proposals. Coopers & Lybrand’s was the highest bid
among the three vendors interviewed by the ministry, and the provincial
auditor found no evidence to support this choice either. Comsoc, unfortu-
nately, was unable to provide documentation to support the decision. More-
over, while the initial contract with Coopers & Lybrand was set at $165,700,
after final revisions $285,500 was paid out.”® For the business transformation
project, the ministry established a “quality council” to “provide indepen-
dent oversight and a proactive [sic] approach to quality issues.” Of the nine
members on the committee, eight were from the private sector or other lev-
els of government. The ninth member was a representative from Andersen
Consulting; there was no representation from Comsoc.”” The public
accounts committee expressed concerns over reports that Andersen had
failed in ventures similar to the business transformation project with other
governments. When the committee and the auditor requested copies of the
reference checks conducted by the ministry, Comsoc said that it could not
find them.” Finally, there is some indication that the ministry might not
have cooperated fully with the provincial auditor’s staff. Ms. Pupatello
reported that the provincial auditor had remarked “they had a ‘most diffi-
cult time” auditing this area. In fact they said they spent three times the
amount they should have on this audit. They said ‘most difficult time with
no access to the floor, no access to document{s].”””* At all events, by the end
of the 2000 fiscal year, business transformation project costs continued to
outpace benefits by $30.5 million. The cost pool stood at $146.7 million -
with $117.4 attributable to Andersen — and the benefit pool at $116.2. Pay-
ments to Andersen amounted to $95.6 million.*

Public administration redux

Given the recent enthusiasm for “banishing bureaucracy,” and “breaking
through bureaucracy,” it is not very fashionable to advocate stricter controls
on government operations. It has become commonplace to look disapprov-
ingly on the traditional values of public administration, with their emphasis
on control and process. However, Comsoc seemed to rediscover public
administration, and to the extent that it has managed to mitigate some of the
problems associated with the business transformation project, it has done so
largely through “traditional” means. Under the spur of the provincial audi-
tor, the public accounts committee, and unfavourable press coverage, the
ministry implemented a set of corrective measures based on the long-run
concerns of public administration.

In the Andersen—Comsoc affair, questions of capacity and democratic con-
trol emerge as central. While Wright and Rodal believe that increased capa-
city in the private sector supports the use of public-private partnerships,*'
the matter of diminished public-sector skills merits attention. The business
transformation project provokes concern about administrative capacity
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within Comsoc and an associated weakening of democratic controls on
administrative actions. Private capacity was “contracted-in” through the
partnership agreement, but accountability for it was thin. Through its reli-
ance on the private actor, Comsoc found itself poorly positioned to answer
for the project. In the end, it was the provincial auditor and the public
accounts committee who successfully drew attention to the persistent issues
of public administration and shaped Comsoc’s eventual responses.

To the extent it has not done so already, the provincial
auditor’s concerns will likely provoke questions about the
ultimate wisdom of the business transformation project
and similar ventures; this process of questioning may
very well cause a diminution in trust in the public
service. And therein might be the lesson

Auditors have faced some criticism in the context of government reform
efforts, being perceived as guardians of bureaucratic rules that disempower
public servants. Regarding the federal government’s Public Service 2000
reforms, Alasdair Roberts identifies a “control lobby” that includes not only
the federal auditor as a major actor but also opposition members, the media,
public-service unions, occasionally industry associations, internal audit
offices, and financial administrators.?? The lobby’s concerns regarding par-
liamentary control and bureaucratic misconduct are depicted by Roberts as
factors that hampered PS 2000. While he is certainly correct in the view that
these actors worried about control and misconduct, and in the process
shaped the course of the project, the outlook might not be as troubling as
Roberts indicates. In the Andersen-Comsoc case, the public interest was
well-served by the provincial auditor and the public accounts committee.

Ontario’s provincial auditor exhibited obvious concern for traditional
administrative values, notably for accountability for public expenditures. In
his recommendations to the public accounts committee, however, the audi-
tor showed particular concern that neither he nor the committee attempted
to exert too much control over Comsoc, but only that the ministry ensured
due regard for the use of public funds:

Mr Peters: ... [T]here’s another theoretical possibility here. At the end of the contract,
at the end of the project, what happens if the benefits do not exceed the costs? Can
we then get all the money back that we paid to the consulting firm? ... This is an area
of concern to me. ... I would urge you to really consider ... an early report on correc-
tive action at some later stage. I would be quite prepared to say let’s not get into an
attempt by this committee of micro-managing this contract beyond that one thing.%*
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The auditor’s and the committee’s concerns for probity and accountability
in the use of public money found expression in the eventual corrective mea-
sures taken by Comsoc.

Efforts to exert administrative control around the business transformation
project as described by Mr. Constante are very much in line with older pub-
lic administration concerns. The deputy explained his ministry’s actions to
the public accounts committee:

We brought in tighter financial management and controls. We made improvements
as to how we maintain and document issues. There are tighter controls on attribution
of costs and benefits and on the management of procurement. As well, we've made
significant organizational changes and have an Apm ... who is directly responsible for
the [business transformation] project. We've also made sure that we're doing due dil-
igence on a constant basis and that we have assigned internal audit staff from the
ministry to work closely with the 8Tr and be on the site and check the various aspects
of that®

Through the Hickling Lewis Brod report, the ministry initiated a number of
important corrective measures that showed concern for enhancing adminis-
trative capacity and control. The ministry’s senior financial officer became
the custodian of the project,”® and was given functional control for “the
determination, qualification, and allocation of Brr costs and benefits.”* As
well, Comsoc explicitly adopted standards from the Canadian Comprehen-
sive Auditing Foundation on effectiveness.”” The ministry integrated the
project into its existing processes and structures by assigning components of
the work to various members of its management committee, with project
obligations set out formally via memoranda of understanding with the
project office. Comsoc overhauled the project’s steering committee by estab-
lishing a project executive committee of three assistant deputy ministers, the
project executive director and project director, and three representatives
from Andersen.® Finally, as noted, the internal audit group was incorpo-
rated into the effort.*® All this is to say that Comsoc concentrated consider-
able administrative resources on the project, formalized relationships,
introduced review processes, and created overlapping accountabilities. To a
degree, Comsoc gained increased control over the project, although there is
evidence that some problems remain, including issues about control for
excluded costs, benefits attribution and rates.

While the ministry was directed by the provincial auditor to minimize
items that might be excluded from the $180 million cap, the eventual follow-
up audit found that while the cap remained in place, the conditions under
which payments could be made outside of the limit had, in fact, expanded.
The revised agreement allows for the inclusion of out-of-scope costs, delay
costs caused by Comsoc, and ministry tasks completed by the consultants.”
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Along with concerns about Comsoc’s ability to keep excluded costs in check,
questions over the ministry’s capacity to control scope and its ability to meet
its project obligations emerge in these new provisions and suggest contin-
ued awareness by the parties of the ministry’s relative weakness in the part-
nership.

Should the ministry decide to contract-out the ongoing
work, Andersen will certainly enjoy a privileged posi-
tion, one likely to be of considerable duration and entail-
ing long-run costs to Comsoc

Issues persist concerning the early opportunities initiative. By March
2000, Comsoc had approved three new components under this element: tax
tables, the consolidated verification process, and disability determination.
As of 31 March 2000, all of the project’s $116.2 million in benefits were attrib-
utable to the early opportunities initiative, the largest component of which
was the consolidated verification process, accounting for $67.1 million or
approximately fifty-eight per cent of total benefits.”! Yet the problem of
attributing these benefits remains. According to the provincial auditor,

Our concern remains that much of the benefits so determined could and should have
been achieved had ministry staff adhered to the existing policy and procedures for
determining recipient eligibility and implemented recommendations made in previ-
ous Provincial Auditor reports on the social assistance systems. As such, it remains
our view that these benefits are not clearly attributable to the changes inherent in the
[consolidated verification process] initiative.”

Before the public accounts committee the auditor explained that “[t]here
was no appropriate allocation of how much of the benefit was actually
attributable to initiatives already taken by the ministry and those initiatives
that resulted from advice received from Andersen Consulting.”*?

Roberts notes that recent public-sector reforms have been partially driven
by a desire to re-establish confidence in government. He suggests that wor-
ries by the “control lobby” about bureaucratic misconduct, to the extent that
they raise public concerns regarding the trustworthiness of public servants,
might actually undermine public faith in government.” While there is merit
in Roberts’s concern, the current case demands hard questions about the
ministry’s decisions in developing the partnership, how the arrangement
functions, and the manner in which business transformation project savings
are generated and distributed. Without a general commitment to the roles of
the public accounts committee and the provincial auditor in raising such
concerns, there is some risk of developing an uncritical position amounting
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to “don’t ask, don’t tell.” To the extent it has not done so already, the provin-
cial auditor’s concerns will likely provoke questions about the ultimate wis-
dom of the business transformation project and similar ventures; this
process of questioning may very well cause a diminution in trust in the pub-
lic service. And therein might be the lesson.

As noted, the consultant’s rates increased considerably over the term of
the project. The renegotiations resulted in a reduction and fixing of Ander-
sen’s rates as of 20 January 2001, a development that the auditor called a
“noteworthy improvement.” He continued, however, to draw attention to
the significant differences in rates charged by the consultant and rates
charged by the ministry for comparable work.”> Notwithstanding the
improvement, Andersen’s rates still show evidence of upward pressure. The
firm’s rates for senior-level staff are within the original proposed rate zone
of $300-$400 per hour, coming in at the maximum. Rates for manager and
consultant fees are ten per cent and twelve per cent over the proposed max-
ima of $300 and $250 per hour, respectively. Adjusted rates for analysts are
$115 per hour, within the originally proposed range of $70-$140 per hour.”
Nonetheless, the ministry does show some progress in controlling rate
increases from Andersen.

A final point remains about the issue of knowledge transfer as the agree-
ment approaches its end date in January 2002. The new system will require
ongoing maintenance and modifications in the event of policy change. Most
of the knowledge needed for these tasks resides with Andersen. Should the
ministry decide to contract-out the ongoing work, Andersen will certainly
enjoy a privileged position, one likely to be of considerable duration and
entailing long-run costs to Comsoc. If the government decides to take on the
ongoing systems work directly, the experience to date with the business
transformation project suggests that the costs of the knowledge transfer
from the consultants to the government will be significant.

Conclusion
In heaven - where resources are infinite and programs are delivered per-
fectly — there are no management consultants. One might hope that the after-
life has not fallen on hard times and finds itself in need of reinvention. If in
our sublunary sphere the private sector is not to be the master in partner-
ships, then it is necessary that the exercise of authority remain under demo-
cratic control. Such a view demands that public organizations be fully
skilled when they engage with potential private partners. Public-private
partnerships grant considerable power to businesses in the delivery of pro-
grams at a time when public-service capacity is at low ebb due to the effects
of a widely accepted cutback agenda. The success of collaborative arrange-
ments is threatened when public actors enter as the subordinate player.
Effective partnerships assume and demand robust and well-skilled public
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servants who are able to work as equal partners with private actors. More-
over, collaborative agreements are often in some tension with effective
accountability. Therefore, a key matter for public administration remains the
long-term problem of reconciling bureaucratic capacity with democratic
control, an issue that still remains “the hole in the doughnut.”

Comsoc’s business transformation project will reassure few about the abil-
ity of government to conduct its affairs effectively through reliance on the
managerialist program. Even after taking considerable corrective action,
concern about power imbalance, divergent interests, the appropriate alloca-
tion of benefits and accountability remain. In this respect, one of the justifi-
cations for the recent wave of public-sector reform - the restoration of public
confidence in government — must necessarily be more closely examined. It is
certainly the case that without public confidence governments cannot
remain legitimate. The restoration of public-service capacity along with
proper democratic controls offers some potential to restore trust in public
institutions. The Andersen-Comsoc affair suggests how the managerialist
agenda in Ontario provokes concerns about diminished public-sector skills
and accountability.
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