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Foreword
As federal departments face the challenge of providing quality services with declining resources, interest is growing in collaboration and partnerships with other levels of government, the private sector, and non‑governmental organizations.
Such arrangements are not new; in fact, a wealth of information and experience already exists in many departments. To capture this knowledge and to develop a set of principles and best practices for collaborative arrangements in a federal government setting, the Treasury Board Secretariat consulted extensively with a number of departments.
The result is this document  ‑ The Federal Government as ‘Partner’:  Six Steps to Successful Collaboration, which I am pleased to publish as part of the series on Stretching the Tax Dollar.
As a valuable complement, I am pleased to recommend an Industry Canada paper entitled Intermediaries and the Delivery of Programs and Services, which examines how a federal department chooses an outside ‘partner’. 
Both papers are intended to support public sector managers in the collaborative process. I invite you to read them and make use of the principles, guidelines, and examples that relate to your particular needs.



Arthur C. Eggleton
President, Treasury Board of Canada

Summary
The necessity to provide affordable quality programs and services, combined with a renewed political will and the possibilities offered by emerging technologies, have made various forms of partnering more attractive to federal managers.
Because of the legal, management, and operational complexities, we suggest that you follow a six‑step approach to promote successful collaboration. Although these steps are presented sequentially, you should consider and carry out the various activities or suggestions in an order that suits the situation.
Step one ensures that a workable arrangement can be made by assessing four elements in advance  ‑ propriety, value to Canadians, accountability of the parties, and the ability to provide sound management to enhance the benefits.
Step two involves checking definitions that include a true legal partnership and a collaborative arrangement, and determining appropriate funding. We have included descriptive lists of arrangements and mechanisms.
Step three involves consulting a range of departmental and central agency specialists on legal, financial, contracting, risk and project management, human resources, official languages and communications issues. This is a very extensive process that is required for many government initiatives, whether with or without external parties.
Step four involves ensuring the accountability of all parties for legal, financial, and operational arrangements. The responsible minister’s accountability to Parliament is most important and we propose various requirements for ensuring third party accountability.
Step five outlines a basic planning checklist to ensure maximum value to Canadians and all parties to the partnering arrangement. This includes standard activities such as situational analysis, objective‑setting, risk management, management of inputs, division of outputs, communications procedures, audit and evaluation, dispute resolution, and termination. For the federal manager, there are specific activities to assure maximum return from any negotiated partnering arrangement.
Step six deals with the sound management techniques necessary to achieve the best results from a partnering environment. It includes both attitudinal and operational elements that are critical to success. These include trust, respect for all parties’ objectives and contributions, flexibility, open and regular communication and the ability to share responsibility, work and rewards.

Introduction
As public sector managers find themselves faced with the challenge of providing Canadians with quality services at the right cost, we need to find new methods and arrangements to help them meet this challenge. A recent Treasury Board Secretariat publication entitled Framework for Alternative Program Delivery, 1995 aims at helping managers think through the aspects of developing new methods of delivering services to Canadians.
One method is developing a partnering environment in which collaborative arrangements are made with organizations outside of the federal government. These arrangements are usually designed to share the costs, risks and benefits of particular initiatives, while at the same time increasing the involvement of the clients being served and enhancing the general level of goodwill with all parties.
While many of these collaborative arrangements already exist, what is new is the strong political will to enter into such arrangements, for example, the cooperation of different orders of government in developing and implementing the Canada Infrastructure Works Program.
There are also many new possibilities presented by the continuous evolution of technology. These include the capacity for rapid collection, analysis and sharing of information among parties, and a strengthened ability to plan and deliver individual and complementary programs and services.
Such collaborative arrangements are not without their difficulties. When the Crown is involved, consideration must be given to its responsibilities concerning legal issues, problems of definition, management issues, financial and contracting issues, human resources issues, official languages issues, even political issues.
This paper is designed to take federal Public Service employees through the issues that can arise in a collaborative arrangement with an organization outside of the federal government. Particular sections will be of varied interest to executives and senior managers, corporate service specialists, departmental lawyers, communications specialists, policy officers, program managers and people who provide direct service to the public.
At the same time, the paper should provide valuable insights and information to outside parties who are currently in a collaborative arrangement with the federal government or who wish to enter into one in the future.
Mutual understanding and full access to all information are essential ingredients for any successful collaborative arrangement. This paper provides that type of understanding and information in a number of simple steps. And, as indicated in the summary, although these steps are presented sequentially, you should consider and carry out the various activities or suggestions in an order that suits the situation.
Because of the complexity and the continual evolution of this area, we have provided a list of Treasury Board Secretariat contacts on particular subjects (Appendix I), and a selected bibliography of relevant articles and publications (Appendix II). We encourage managers interested in partnering arrangements to consult the functional specialists within their departments.
Step One:  Collaborate by Choice, Not by Chance
Choose to enter into a collaborative arrangement only after answering very specific questions:
	Is the arrangement legal?

PROPRIETY
	Do the benefits to Canadians outweigh the costs?

VALUE
	Can all parties be held responsible for their actions?

ACCOUNTABILITY
	Can the results be enhanced by planned actions?

SOUND MANAGEMENT

These principles of propriety, value, accountability, and sound management should guide decision‑makers in their plans to enter into a collaborative arrangement. If the answer to any of the questions is irreversibly “no,” no further consideration should be given to the collaborative arrangement.
If all the preliminary answers are positive or unknown, the decision‑maker should proceed to the next steps.
Step Two:  Check the Legalities and Definitions
Before entering into any form of partnering arrangement, it is important to understand the connotations and implications of specific definitions.
I	True Legal Partnerships
We have been careful to use the term “collaborative arrangement” instead of the term “partnership” because in contract law a true legal partnership refers to a relationship among legally distinct entities in which each partner’s actions are fully binding on every other partner.
To date, the federal government has been reluctant to enter into such true legal partnerships with non‑government entities because of potential difficulties in holding each partner fully accountable, and because of the risk of having the Crown held liable without restriction for the debts of another partner. Such liabilities could exceed the federal party’s authorized funding. This would put the federal party in conflict with Parliament, which alone can increase a department’s spending limit.
Structuring a limited partnership arrangement capping the Crown’s liability might be a solution to this problem. This approach has never been attempted, so there is no legal test for its validity.
II	Collaborative Arrangements
Collaborative arrangements or activities are more convenient, non‑legal terms that consist of the following essential characteristics:
	all parties have shared or compatible objectives;
all parties contribute resources (e.g., money, information, equipment);
all parties share in the benefits of the collaboration;
all parties agree to a fair allocation of the risk‑taking; and
an explicit agreement, contract or other instrument sets out the terms of the arrangement.	This definition is based on the broad, non-legal definitions of partnership in Designing Partnerships - Chart Your Course (Parks Canada); “Partnerships, devolution and power-sharing: issues and implications for management,” Alti Rodal and Nick Mulder, Optimum, vol 24-3 and Partnerships for Profit, Jordan Lewis.  The key difference is that the present definition reserves liability sharing for true legal partnerships.
	
Normally, liability is not shared or altered by a collaborative arrangement. Each party operates within its own administration for liability purposes.

Within collaborative arrangements, definitions have been developed based on the intended goals in a particular situation. These definitions have no legal basis; they are simply descriptive. These arrangements include:
	consultative or advisory arrangements that seek stakeholders’ input on policies, strategies, and even program design and implementation;
	contributory or support‑sharing arrangements that increase or leverage resources or share the resource burden among several parties;
	operational or work‑sharing arrangements that share delivery of services; and
	collaborative or decision‑making arrangements that share power, work, costs and benefits.	See “Partnerships, devolution and power-sharing: issues and implications for management,” Alti Rodal and Nick Mulder, Optimum, vol 24-3, pp. 35-7.

There are many examples of these collaborative arrangements that already exist within the federal government. Long‑standing cases include law enforcement arrangements between the Royal Canadian Mounted Police and other police forces, federal collection of taxes on behalf of the provinces, co‑publishing arrangements with university and trade presses, and contribution agreements with industry and the research community on technology development and technology transfer. A more extensive list of current collaborative arrangements appears in Appendix III.
III	Funding Mechanisms
The following is a list of some of the various types of funding mechanisms used in collaborative arrangements. Many are designed for particular types of activities. The definitions are descriptive and have no legal authority:
	sustaining grants can ensure the continuity of organizations whose objectives are compatible with or necessary to government objectives (e.g., the Red Cross);
	grants have particular purposes but do not involve recipient accountability for use of the funds. Grants are quasi‑legislative and require parliamentary authority;

	contributions contain terms and conditions specifying outcomes for which the recipient is accountable;
	loans and loan guarantees;
	cost‑sharing agreements allow the federal government to share in financing specified outcomes without participating in any other way (e.g., the Canada Assistance Plan);
	cooperative agreements provide non‑financial input by government into undertakings of mutual benefit to the federal government and another incorporated body without involving the government in day‑to‑day operations;

a corporate sponsorship agreement covers a specific performance of work. The corporation provides resources (e.g., money, staff, products or services) and receives a benefit (e.g., specific image and marketing opportunities). This is a pragmatic exchange, not a charitable donation;
	joint project agreements commit the federal government to share in financing specified outcomes and to participate in other ways such as sharing non‑monetary resources, and hiring personnel; and
a contract spells out one party’s expectations of another and the ‘consideration’ that will be exchanged if the expectations are met. Besides the standard contracts to procure goods or services from commercial suppliers, federal departments can sign alliance contracts with commercial and non‑profit interests.
Step Three:  Consult With the Federal Specialists
As the general manager of the federal Public Service, the Treasury Board Secretariat is eager to promote good management and administrative practices without restricting creativity and innovation in collaborative arrangements. Nevertheless, the legal and other aspects of collaborative arrangements demand precision and consistency. You should consider the following issues in any partnering arrangement. In doing so, we encourage you to consult the functional specialists within your department. Appendix I lists contacts for information on Treasury Board policies in the context of partnering.
I	Prudence and Propriety Issues
It is necessary to maintain the highest standards of prudence and propriety in all aspects of collaborative arrangements. The following actions should be part of any collaborative arrangement:
	keep the minister and deputy minister informed of the nature and status of all collaborative arrangements;

respect the government’s policies on conflict of interest; potential parties to a collaborative arrangement should be good corporate citizens in compliance with all relevant legislation and policies;
be cautious when entering into agreements with parties who are also regulated by the same department;
ensure a fair but not excessive return on investment in collaborative arrangements with the private sector, based on the real investment and risk involved;
collaborative arrangements should not favour parties, reduce the government’s accountability in an area of exclusive responsibility or alter the government’s responsibility to ensure certain levels of service;
avoid inconsistent or duplicate arrangements with outside parties by checking with communications and policy organizations within their own and other federal departments; and
ensure that necessary controls and safeguards do not create an adversarial relationship with potential parties, and that emphasis is placed on the quality of output, including links to clients, quality of service, and internal communications.
II	Legal, Financial, and Contracting Issues
As outlined before, there are a number of different collaborative or partnering arrangements possible, each with its own legal requirements. In addition, in virtually all cases the provisions of the Financial Administration Act, the Public Service Employment Act, the Official Languages Act, the Access to Information Act, the Privacy Act, and Government Contracts Regulations and Treasury Board administrative policies also apply. Exceptions should be noted and receive full ministerial sanction before approval.
Rather than reviewing every law, regulation and policy that applies, we have included a sample of the most important or problematic areas. You should obtain additional information from departmental functional specialists.
Contracting with the Private Sector
In general, collaboration does not release a department from any aspect of the Financial Administration Act or the Government Contracts Regulations. The following general principles are crucial to the contractual relationship between government and commercial entities:
	to the courts, the Crown is like any other entity when it has entered the marketplace;

the Financial Administration Act forbids departments to commit or spend beyond the budget limits authorized by Parliament. Therefore, well‑written contracts describe outputs precisely and completely and assign ceiling prices to keep expenditures within the approved limits;
generally it is unfair practice to compare bids from for‑profit entities with bids from not‑for‑profit entities – they do not operate on the same level; and
generally, those who advise on a procurement procedure cannot be beneficiaries of the decisions that result.
For further information on project management, especially for major procurements, and the day‑to‑day operations of a collaborative arrangement involving the private sector, you should consult the Management of Government Interests in Private Sector Initiatives Policy, in the “Capital Plans, Projects and Procurement” volume of the Treasury Board Manual. 
A more detailed description of the procurement process appears in Appendix IV.
Accountability for Public Funds
In general, employees of the private sector may not manage public funds and vice versa. A similar regulation may apply when the other party is another level of government. You must clearly spell out exceptions.
Government to Government Arrangements
Government entities in Canada cannot enter a legal contract with each other because the Crown cannot sue itself. A draft Treasury Board policy on “Selecting Preferred Procurement Strategies” suggests that domestic government entities form a strategic alliance, signing a formal agreement (e.g., memorandum of understanding) that sets out the inputs and the anticipated benefits for all parties in the alliance.
Trade Agreement Obligations
You cannot use collaborative arrangements to avoid trade agreement requirements. If the North American Free Trade Agreement, World Trade Organization or the Agreement on Internal Trade impose obligations on the federal government, then the government’s ‘partner’ is under the same obligations. This changes if the federal government simply facilitates the formation of a true formal partnership or some other collaborative arrangement. Each situation is unique; legal advice is required.
Donations and Sponsorships
Corporate assistance to help pay for an activity can take the form of a donation or a sponsorship.
Donations to the Crown are tax creditable up to 100 per cent of the donor’s taxable income. Other than the tax credit, the donor may receive only “reasonable recognition,” not special advantages.
Sponsorship occurs when a department and a sponsor share objectives and both receive benefits. The sponsor does not receive a tax benefit, because it receives another type of benefit.
Often, a sponsor corporation wants visibility. Care must be taken to avoid government endorsement, or its appearance, of the corporation, its products or services. At the same time, the federal government’s participation must be visible to the public.
The rules for donations and sponsorships are complex. They are explained in greater detail in Appendix V.
Rights to Intellectual Property
Until 1991, intellectual property created under contract with the government belonged automatically to the Crown. However, various instruments — technology transfer and licensing agreements, industrial research assistance, contributions to academic research and other programs — had specific provisions that departed from this rule.
The new Policy on Ownership of Intellectual Property in Government Contracts creates a flexible situation. The government prefers to grant ownership of intellectual property outside of the government in order to encourage its full commercial exploitation. On the other hand, the government does not wish to pay more than once for the same thing. Contracts may stipulate that the Crown will continue to have the right to use intellectual property for its own purposes when title has been awarded elsewhere for other purposes. Finally, departments may wish to recover costs or generate revenue through licensing or other exploitation of intellectual property.
Given this range of considerations, collaborative arrangements can assign partial or full benefit of intellectual property to the Crown or other parties or both. Each situation is unique; consult contracting and legal services.
Management of Risk, Including Insurance
The objective of the government’s policy on risk management is to safeguard the government’s property, interests, and certain interests of employees during the conduct of government operations. It is government policy to identify and reduce or eliminate risks, minimize and contain the costs and consequences of harmful or damaging incidents arising from those risks, and provide for adequate and timely compensation, restoration and recovery. This includes providing and obtaining feedback on lessons learned from any incidents.
The approach outlined in the Risk Management Policy will help parties reach agreement on an equitable allocation of the risk taking and responsibility for its management. It is important that the risks be identified and the allocation of responsibility be confirmed as early as possible in the collaborative process.
Regarding insurance, the Crown acts as its own underwriter instead of purchasing insurance. However, it must not expose itself to liability for the consequences of actions by other parties. As part of good risk management, managers should consider the adequacy of risk control mechanisms, and whether other parties need to carry insurance for the risks they assume under the collaborative arrangement. Arrangements with volunteers are dealt with under Human Resources Issues.
Security
Departments are responsible for protecting sensitive information and assets under their control. This responsibility applies to true legal partnerships and collaborative arrangements. Departmental procedures for initiating collaborative arrangements should require consultation with departmental security officials early in the planning process.
Upkeep of Shared Materiel, Equipment, Property
Maintenance is normally the responsibility of the user, regardless of who owns the property being used. Maintenance responsibilities must be spelled out in any multi‑party arrangement, as well as the responsibilities for managing the related risks.
Quality Control, Service Standards, Benchmarks
Because a collaborative arrangement could associate a federal party with products and services over which it does not have complete control, agreements should spell out when and how a federal department approves a partnered product or service. 
The government‑wide strategy to improve client satisfaction provides a structure to ensure quality services by focusing on service standards, benchmarks, training and other relevant criteria. The Quality Services Implementation Framework will be released this fall.
Monitoring and Evaluation
The criteria for evaluating a partnered activity may vary with the different objectives and motives of various parties. The bottom‑line questions are simple: Did the intended activities take place? Were the intended products produced? Were the services offered as intended? Monitoring and evaluating collaborative arrangements require careful, sensitive articulation of criteria and diplomacy in their application.
III	Human Resources Issues
Numerous human resources issues may arise when federal government employees work with (not merely alongside) employees of other governments or the private sector. Two or more distinct organizations could be under the direction of a single manager, despite separate accountabilities for programs and resources. The more one integrates across organizational lines the greater the complications.
The key rule is that federal policies apply to federal government employees and the situation in which they work, even where that situation crosses jurisdictions or sectors.
The following is a list of important human resource issues. You should also contact departmental personnel specialists.
Employee Rights and Benefits
Federal employees will continue to be under federal jurisdiction with full employment‑related protection (i.e., employment status, rights of grievance and redress, Work Force Adjustment, pensions and benefits coverage, official languages and human rights). Accountability for employment‑related issues will rest with the home organizations.
Managerial Authority
In general, federal officials have managerial authorities and responsibilities as required in federal policies. As much as possible, it is desirable to maintain single reporting relationships and promote consistent, transparent management approaches. Local cooperation and constant communication are essential to making collocated services work.
Resourcing Options
Resourcing and staffing options include secondments, employee assignments, joint staffing processes and deployments. Managers should maximize staff participation, be open in decision‑making, consult human resource specialists, document agreements, and be prepared to adjust.
Local Work Arrangements
Specific working arrangements need to reflect the local situation and the particular combination of work groups. These arrangements may cover leave and work scheduling, overtime, and range and complexity of duties, training, reward and recognition, supervision responsibilities (i.e., performance appraisals, disciplinary action, grievance procedures), parking, size and style of offices, and provisions regarding employee assistance, and occupational health and safety. You need to interpret general rules realistically to fit local conditions. Involve local unions in the discussions.
Employment Equity
The federal government has implemented employment equity programs under relevant legislation. Some provincial and municipal governments and some private sector organizations have done so as well. In any collaborative arrangement, the federal component would be subject to federal laws and policies. See relevant sections of the Public Service Employment Act and Financial Administration Act, Treasury Board Manual, “Human Resources” volume, chapter 1‑4.
Official Languages and Language of Work
Collaborative arrangements may collocate federal employees with employees of other levels of government or of other sectors. This occurs with the single window for social services delivery and the Canada Business Service Centres. In such circumstances, the language‑of‑work rights of federal employees must be respected where required under the Official Languages Act. See the Official Languages Act and the “Official Languages” volume of the Treasury Board Manual.
Volunteers
Volunteers have contributed significantly to program delivery in the past, and may likely be involved more extensively in the future as governments look for cost saving innovations. There are, however, special considerations for departments using volunteers.
The contributions of volunteers should be consistent with the department’s mandate. Some form of volunteer agreement is usually required to set out the volunteer activity, the Crown’s expectations and liabilities. It also verifies the security and reliability of potential volunteers. Departments should consider consulting with unions and other stakeholders when designing volunteer programs. When considering the need for insurance, see the Volunteers Policy, in the “Materiel, Risk and Common Services” volume of the Treasury Board Manual. See also the Special Travel Authorities regarding volunteers’ use of Crown‑owned vehicles in the “Employee Services” volume of the Treasury Board Manual.
You should consult departmental legal services and corporate specialists. There are also Treasury Board Secretariat specialists on risk management and insurance (see Appendix I).
IV	Communications and Information Issues
The federal government’s communications policy is being reviewed to reinforce openness and public participation in developing and carrying out government policies and programs. Communicating this message clearly will enhance both the perception and the reality of government as ‘partner.’
The following is a selected list of communications and information issues that may arise. You should contact departmental communications and information specialists.
Federal Identity
Government policy requires that federal participation in shared‑cost programs be identified when informing the public about such programs. The federal government has considerable experience with making its contribution to collaborative arrangements visible (e.g., railway cars for transporting grain, and the Canadarm on the space shuttle). Policy makes it the responsibility of the appropriate minister to determine whether or not a particular shared‑cost program requires federal identity in its publicity. If so, federal identity provisions must be included in the contract or agreement between the parties. Among the issues are ‘order of precedence,’ which can reflect the relative sizes of different sponsors’ contributions or the relative ‘seniority’ of the sponsors; choice of identifying elements (e.g., corporate symbols or credit lines); and use of official languages.
The relevant rules are being reviewed. Although the federal contribution should be announced clearly, care should be taken to avoid implying endorsement of a commercial product or organization. Lending the government’s name to a company or a cause is always a delicate issue.
Communications with the Public: Official Languages
The official languages obligations of federal institutions, whether acting alone or in collaborative arrangements, flow from the service‑to‑the‑public provisions of the Official Languages Act and Regulations. They vary with location and the nature of the services being provided. A party collaborating with the federal government would have the same obligations as if providing a service to the public on behalf of the government. The official language obligations must be articulated in the partnering agreement or contract. Aspects to consider regarding communications and services to the public include: signage, reception, publications, 1‑800 lines, automated information systems (information technology has been slow to respect official languages requirements), logos, stationery, statutory notices, and advertising. See the Official Languages Act, the Official Languages Regulations (Communications and Services to the Public), and the “Official Languages” volume of the Treasury Board Manual.
Accessibility
Policy requires departments to make information accessible to persons with perceptual impairments. Alternative formats include large print, braille and audio‑tapes.
Advertising
The government may purchase advertising space as a means to provide its share of financial support to a joint undertaking. It can also offer other forms of equity that contribute to a commercial party’s marketing. Conversely, commercial interests can support a collaborative arrangement financially by paying for advertising space. Through Public Works and Government Services Canada, the government may participate in co‑sponsoring initiatives that are an extension or form part of an advertising campaign.
Access to Information
It is imperative to clarify who controls which information, since information under the control of a federal government institution may be sought under provisions of the Access to Information Act by anyone in Canada. Exceptions may apply in cases of competitive commercial interest or relationships with another government; but their application can be difficult, and Access to Information Act processing represents overhead expenditures. In the spirit of partnering, information should be as accessible as possible to all interested parties, without recourse to formal Access to Information Act procedures. See the Access to Information Act and interim policy guide.
Information Privacy
There are sensitive issues around sharing personal information among employees or representatives of different organizations. This applies to information about employees as well as information about clients. Generally, personal information is to be used only for the purposes for which it was collected, and by persons with appropriate clearances specific to the administrative use in question. Specific legislation may permit sharing of personal information – for instance, a law that permits the Department of Justice Canada to share information among six federal organizations to find family support payment defaulters and garnishee federal benefits to them. The Office of the Privacy Commissioner is agreeable to reviewing proposed uses of personal information before systems are put in place. Please see the Privacy Act.
Step Four:  Hold the ‘Partners’ Accountable
Collaborative arrangements require a number of essential qualities from the various parties including respect, trust, flexibility, clarity, open communication, and teamwork. However, because of the legal or quasi‑legal nature of any collaborative agreement, the most important requirement is accountability. Moreover, accountability to Parliament for program results is a serious public concern and a primary focus of the Standing Committee on Public Accounts and the Auditor General of Canada. 
Much debate has focused on accountability to Parliament when program delivery is through an intermediary or third party rather than directly by Public Service employees. In 1993, a committee of deputy ministers developed the following basic principles in response to concerns about third‑party accountability:
	the responsible minister is accountable to Parliament for the use of public funds when third parties are used for program delivery;

before entering into an agreement with a third party, a manager must be reasonably sure that the third party can meet the requirements;
the information to measure achievement of objectives must be defined for each specific activity;
the formal agreement between the Crown and the third party must outline the objectives of the expenditure, how achievement will be measured, conditions respecting the use of public funds, and the obligation of the third party to collect, provide and otherwise disclose the necessary accountability information;
managers must ensure that credible information on results from resources provided to the third party is available and reported to the minister, in order to maintain the chain of accountability to Parliament; and
the nature and extent of monitoring agreements should consider such relevant factors as the nature and level of risk, the capability of the third party and the type of activity or activities.
The deputy ministers’ report was not published formally, but is available on RésSourceNet. (See Appendix I for a contact on accessing RésSourceNet.)
Step Five:  Maximize the Value of Collaboration
In order to maximize the value to Canadians of any collaborative arrangement, federal managers must carry out the normal strategic, operational, communications and other forms of planning that are done for any regular government initiative, but they must take into consideration an external party or parties.
The following is a basic planning checklist which should be adapted for particular situations by all parties:
	situational analysis and environmental scanning showing that collaboration is an appropriate option

clear articulation of shared or compatible objectives
clear articulation of needs, expected results, and the added value expected from collaboration
identification of risks, agreement on the allocation of risk responsibilities, and how to manage them
agreement on measures for determining results
agreement on the provision of inputs (i.e., money, facilities, equipment, human resources, marketing)
agreement on the division of benefits (i.e., revenues, savings, intellectual property, goodwill)
agreement on accounting, audit and evaluation procedures
agreement on procedures for problem‑solving, dispute resolution, and ending the relationship
agreement on information, public communications, and client consultations
In addition to this checklist, the federal manager must also do the following to ensure maximum value for Canadians:
	verify other parties’ suitability and competence

develop a thorough and flexible negotiating plan
verify that the final arrangement adheres to all federal government policies such as Official Languages and Privacy (step three deals with this in more detail)
confirm that a legally appropriate and documented mechanism is in place (e.g., contract exchange of letters, memorandum of undertaking, license)
In this context, value to Canadians refers to quantitative and qualitative indicators such as public acceptance, goodwill with collaborative parties and clients, and prudence and propriety in managing the arrangement.
This may not be the case for other parties whose values may be different from that of the federal government. The obvious objective of any negotiation is to maximize the value to all collaborators over the course of the arrangement.
Step Six:  Achieve the Best Results With Sound Management Techniques
Experience shows that it is important to follow sound management policies and principles given the complex nature of collaborative arrangements.
The most critical role for the federal manager is to show leadership in developing an internal culture that promotes trust, respect for all parties’ objectives and contributions, flexibility, open and regular communication, and the ability to share responsibility, work and rewards.
While there is no universal management model that can guarantee success, you should consider the following when planning any collaborative venture:
	identifying champions or advocates at senior levels in each participating organization to resolve differences that might arise;

clearly defining the roles, responsibilities and accountabilities of all participants, including managers and volunteers;
outlining activities, expected results, timetables, costs, measures of performance, and parties responsible;
providing agreed input resources (i.e., human, financial, material, capital, information, accommodations) and agreement on the shared provision and management of these resources;
developing a complete consultations (internal and external) and approvals process;
developing a progress reporting process;
developing well‑defined evaluation and audit procedures; and
developing a comprehensive internal and external communications plan to deal with visibility, problem resolution, feedback, and political considerations.

Appendix I - Treasury Board Secretariat Contacts*
Subject Areas
Contact Name
Branch
Telephone




Access to 
Information/Privacy
Ross Hodgins
Financial & Information Management Branch
(613) 957‑2486




Advertising/
Communications



  Communications
Margaret Rudolf
Financial & Information Management Branch
(613) 957‑2545




  Federal Identity
Alan Way
Financial & Information
(613) 957‑2544

Lise Potvin
Management Branch
(613) 957‑2542




Alternative Program Delivery
Dick de Jong
Program Branch
(613) 957‑0128




Financial Management
Enquiries Officer
Financial & Information Management Branch
(613) 957‑7233




General Enquiries
Alan Starcher
Financial & Information Management Branch
(613) 957‑7033




Human Resources Issues



  TB Policies
Pauline Claydon
Human Resources Policy Branch
(613) 952‑3291




  Employment 
  Equity
Lyon Weidman
Official Languages and Employment Equity Branch
(613) 952‑2569
Contracting/
Risk Management/
Project Management



  Government 
  Contracts 
  Regulations
Ron Campbell
Financial & Information Management Branch
(613) 957‑2525




*	Managers interested in partnering arrangements are encouraged to consult the functional 
specialists within their departments.


Subject Areas
Contact Name
Branch
Telephone




  Contracting Issues
Paul Lavallée
Financial & Information Management Branch
(613) 957‑2522




  Free Trade
Richard Fosbrooke
Financial & Information Management Branch 
(613) 954‑4688




  Risk Management/
  Insurance
Ray Bracewell
Financial & Information Management Branch
(613) 957‑2513




  Project Management
Sam Wharton
Financial & Information Management Branch
(613) 957‑2518




Official Languages



  Language of service 
  and language of work
Pierre Pronovost
Official Languages and Employment Equity Branch
(613) 952‑2864




Quality Services 



  Quality of Service ‑ 
  links to clients,
  level of service, 
  internal 
  communications

Chris Dodge
Financial & Information
Management Branch
(613) 957‑2484




Real Property
Larry Birch
Program Branch
(613) 957‑2507




RésSourceNet
Enquiries Officer
Financial & Information
Management Branch 
(613) 957‑7065








Security
Robert Hayward
Financial & Information
Management Branch
(613) 957‑2534




Third Party 
Nola Breithaupt
Financial & Information
(613) 957‑7182
Accountability
Martin Ulrich
Management Branch
(613) 957‑7184
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Appendix III - Examples of Current Federal Collaborative Arrangements and Lessons Learned
The following eight examples provide a small sample of federal collaborative activities, including lessons learned, successful practices and areas for improvements.
Co‑publishing
Co‑publishing with trade or academic publishers can reduce the government’s overhead costs of responding to information demands. It allows the government to respond to private sector initiatives, when publishers see an opportunity to use federally controlled information, images, and settings in commercial communications vehicles.
Strength:	‑	it takes advantage of specialized expertise and equipment (i.e., writing, editing, design, presses) and of marketing and distributing infrastructure in the private sector. Some initiatives might be impossible without these inputs
Weakness:	‑	it can be very hard to coordinate the timetables and expectations of the different parties. Extreme care is needed in defining the approvals structure and in continuing project management
Locally Shared Support Services
These are arrangements whereby federal departments in one building or vicinity share services (i.e., mail and messenger, library, training facilities and courses).
Strengths:	‑	use of existing channels like the regional councils to look for opportunities for collaboration
	‑	use of a powerful database with electronic and paper distribution, to share practical information and encourage learning among parties
Weaknesses:	‑	federal departments tend to overplay policy impediments from central agencies; frequently, the obstacles are self‑imposed internal restrictions that would not be required by the central agency 
	‑	a lack of service standards, and even agreed descriptions of services, makes it hard to negotiate service agreements between departments
Federal Buildings Initiative
Through this Natural Resources Canada program, in collaboration with Public Works and Government Services Canada, Environment Canada, the National Research Council and Industry Canada, industry retrofits federal buildings to save on overhead and improve environmental impact. The federal tenants maintain the present level of rental payments until industry’s investment is recouped. Then the rent decreases in line with the proven retrofit savings.
Strength:	‑	funding formula allows industry to recoup a fair return on its investment without engaging the federal government in risk financing
Natural Sciences and Engineering Research Council of Canada “Research Partnerships”
The Natural Sciences and Engineering Research Council of Canada links industry consortia with university expertise to establish research chairs and to solicit university laboratory responses to industry’s research requirements.
Strengths:	‑	these programs allow industry to determine agendas for applied research
	‑	the consensus‑building and partnering among firms are valuable by‑products of the consultation and management processes for these programs
Weakness:	‑	many firms are still unaware or suspicious of these programs
Social Services ‘Single Window’ Initiative
Human Resources Development Canada field offices are integrating their own operations (i.e., Unemployment Insurance Canada, employment) and collocating with provincial and municipal counterparts (i.e., training, welfare) to provide seamless social services to clients. Collocation can involve as little integration as a common reception area for two collocated organizations. Integration increases with a single manager, and then with common services (i.e., front line, administrative or both). Full integration could involve sharing duties and responsibilities, delegation of authorities across jurisdictional lines, and options for staff to move temporarily or permanently between organizations.
These are pilot ventures as Human Resources Development Canada searches for long‑term solutions, whether on the ‘single‑window’ or some other model. The pilots demonstrate the possibility and value of high levels of cooperation at the local level.
Strengths:	‑	Human Resources Development Canada is overcoming its own internal stove‑pipes
	‑	clients are being served better and more quickly
Weaknesses:	‑	privacy of personal information impedes effective information sharing among the collocated services
	‑	many human resources issues (i.e., lines of supervision, compensation, working conditions, benefits) will have to be resolved before the ‘single window’ office becomes the norm. For now, the pilot sites are made up of enthusiastic employees who volunteered for the assignment and whose commitment to the experiment may lead to avoiding or ignoring potential problems
Specialized Government Laboratories: Canadian Centre for Mineral and Energy Technology
The Canadian Centre for Mineral and Energy Technology at Natural Resources Canada conducts research and development on behalf of industrial clients in mining and metallurgical engineering, especially on topics that need research that would be too long‑term and fundamental to be completed entirely in the private sector. Sometimes tasks and sometimes costs are shared with an external party. Industrial consortia can be created to address generic problems (e.g., acid mine drainage).
Strengths:	‑	Treasury Board’s Technology Centres Policy (1986‑87) and other revenue‑retention provisions allowed the Canadian Centre for Mineral and Energy Technology to operate in a business‑like fashion
	‑	intellectual property rights are covered in every project agreement. Original contributors (individual firms or consortia members) are treated favourably compared to other customers for the new technology
Weakness:	‑	some industrial and foreign government clients cannot understand why they do not receive full proprietary rights to intellectual property, even though they have paid only part of the costs
Partnering in Major Construction Projects
The Department of National Defence has followed a recent United States Army Corps of engineers approach to managing major construction projects. Essentially, the contract still establishes legal obligations, while partnering establishes a positive working relationship. It involves a formalized, disciplined approach to coordinating efforts and solving problems among the project parties (i.e., client, designer, general contractor, sub‑contractors, even users). Improvements have been found in cost‑effectiveness, quality, timeliness and morale.
Strengths:	‑	participants in partnered projects find that their individual interests are served better when everyone adopts a win‑win attitude
	‑	partnering provides an encouraging framework for value management (Value Engineering Change Proposals) during the life of a construction project
	‑	the partnering approach is applicable to other collaborative activities
Weakness:	‑	some participants find that partnering takes too much extra time but this may change as the positive results become known and as more individuals and firms learn the approach
Parks Canada and the Canadian Parks Partnership
For the purposes of its national marketing program, Parks Canada has a Master Licensing Agreement with the Canadian Parks Partnership, an umbrella organization for ‘friends of the park’ associations. Individual park sites work out agreements with the local cooperating organizations. A joint board reviews all proposed uses of the Parks Canada signature.
Strengths:	‑	the Joint Standards Board, with provision for veto both by Parks Canada and by the Canadian Parks Partnership, ensures management of quality and protects the government from inappropriately associating with commercial ventures
	‑	Parks Canada is highly decentralized ‑ its relationship with Canadian Parks Partnership results in national projects and allows for a very large number of unique local arrangements by Parks managers with local interests and friends organizations
Weakness:	‑	differences in corporate cultures between government, business and non‑governmental organizations are the biggest impediment to collaborative arrangements operating smoothly


Appendix IV - Procurement of Products and Services
The following steps and considerations apply whenever a department intends to secure needed products and services, whether through normal commercial procurement or through a collaborative arrangement.
1.	Define the requirement. Needs should be stated in operational and performance terms.
2.	Publicize the requirement and seek solutions in a fair and open manner. See “seeking solutions” below.
3.	Evaluate the direct benefits of alternative solutions. Consider the features of the product or service by comparing the specifications with the stated requirements. Where applicable, use an agreed testing procedure.
4.	Evaluate the costs and the risks of the alternative solutions. Consider associated and longer‑term costs (e.g., maintenance, replacement, upgrades and training); possible savings where solutions take advantage of previous investments in knowledge or equipment; and possible risks where solutions have a stable internal or external environment.
5.	Evaluate the related policy benefits of alternative solutions. For example, departments may factor in industrial or regional benefits, technology transfer, trade development, longer‑term employment or learning opportunities for their own employees, or the economic development of a particular population segment.
6.	Evaluate the extra costs and risks associated with these other related policy benefits.
The following buy‑or‑make scenario illustrates the interplay of benefits, costs and risks, based on the draft Treasury Board policy on Selecting Preferred Procurement Strategies:
	if a required product or service already exists within government, it may be beneficial to copy, borrow or extend it, so long as its continuing and long‑term maintenance can be assured at an acceptable cost. One department might offer to meet the needs of others, as with Locally Shared Support Services;

if the product or service is not already available within government, it may be best to purchase commercially available off‑the‑shelf products or services. Risks tend to be low because the products and services are already proven and their features are known;
if no commercially available product or service meets the requirements, departments could seek a customized solution using commercially available components. Using such components should reduce risk and price compared to starting from scratch. Review the requirements first to make sure that the features requiring new development are really essential; and
if commercially available components cannot be combined and adapted to meet the needs, then the department will have to seek an original solution. This entails the highest risks and probably the highest costs. Again, it is worth reviewing requirements. If they can be altered, then a simpler approach may be possible.
In each of these cases, it may be possible for a department to gain advantages through collaboration. Often this occurs as a strategic alliance or other arrangement among government departments. Alternatively, an alliance contract could be struck between the government and a private sector entity. Such a contract recognizes the mutual interests of the parties but consciously does not create any form of commercial partnership or commit the government beyond the terms of the contract. This could be used, for instance, when a department wishes to improve its information technology and the supplier of its present system wishes to use the opportunity to upgrade the product within the government department to develop a product that would be competitive in the wider marketplace. The department would accept increased risk compared to off‑the‑shelf solutions, and would spend extra time on developmental consultations with the supplier. In return, it would expect a reduced price and a solution meeting its requirements.
The following additional points should be considered when seeking solutions to procurement requirements:
	if there is something unusual about the requirements or the expected solutions, one can begin by issuing a “request for expressions of interest” via the Open Bidding Service. This allows for exploratory consultations that can help clarify requirements and bring unknown solutions to light. The request for expressions of interest can lead to a study contract or feasibility study;

issue a “request for proposal” via the Open Bidding Service immediately or after getting positive results from a request for expressions of interest, study contract or feasibility study. The requirements in a request for proposal must be solid, because the courts treat it as a contractual agreement to review proposals solely on the basis of the stated requirements;
at this stage, enunciate the testing and acceptance procedures that will permit authorization of payment, or articulate the need in terms of technical and operational specifications. Note that once specifications are articulated and accepted, they become the basis of payment, whether or not the goods or services ultimately satisfy the operational needs; and
if it is known that only one supplier can meet the need, issue an Advanced Contract Award Notice on the Open Bidding Service. Other potential suppliers have 15 calendar days to question the award.


Appendix V - Donations and Sponsorships
Departments must use donations for the purpose for which they were made. This purpose must be consistent with the department’s mandate; however, departments may not use them to offset expenditures authorized under departmental votes and appropriations. If the purpose is not consistent with the department’s mandate, or if the department cannot meet the terms and conditions of the donation, the department must return it in accordance with the Repayment of Receipts Regulations.
Departments must avoid pressuring suppliers or clients to make donations as part of doing business with them. They must avoid donor and sponsor relationships that would not bear public scrutiny.
The costs of seeking donations or arranging sponsorships must be covered out of the department’s operations. They cannot be deducted from revenues received from donors or sponsors. (The exception: a donor may choose funds specifically for the administrative costs of the donorship program.) Such transactions are handled via the “Special Purpose Account” (see below).
The level of sponsorship support should not exceed the costs of the services involved. If it does, the department has generated revenue.
There is no strict fair‑dealing requirement in establishing sponsorships. That is, one need not approach all the brewers, or all the banks. However, politically, one can anticipate questions from commercial organizations and other interested parties that feel they were unfairly left out of an opportunity. Therefore, a department may wish to adopt a request for expressions of interest approach or work through a neutral party (e.g., an industry association), especially if the intended sponsorship occasion is a particularly unusual, attractive event. Conversely, departments that hold many events can give many firms and groups a chance at sponsoring over time. For large events, a department should develop a plan with distinct component activities to permit various interested parties to sponsor individual activities.
A Special Purpose Account must be created to record donations received. Such an account permits donated funds to be disbursed in a different year from when they were received. Donation revenues and expenditures appear in Part III of the Estimates. See Specified Purpose Accounts (Treasury Board Secretariat Circular 1989‑13).
With respect to sponsorship, the sponsor typically provides funds, products, facilities or services. The government department provides non‑monetary inputs (i.e., effort of various sorts, visibility). In other circumstances, this would constitute barter. Because the department and sponsor are working for a common objective, rather than engaging in a non‑monetary exchange, there is no special accounting requirement. See cost‑sharing in the Treasury Board Policy on Accounting for Non‑Monetary Transactions.
With respect to gifts to Canada, contact Revenue Canada about operations and administration, and the Department of Finance about policy.November 1995	Page 40
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INDUSTRY CANADA

Intermediaries and the Delivery
of Programs and Services


MAY 1994
FEDERAL‑PROVINCIAL RELATIONS, PLANNING 
AND EVALUATION DIRECTORATE 
INDUSTRY AND SCIENCE POLICY SECTOR

IN A NUTSHELL...
If we think there are benefits to third‑party delivery 
of a departmental program or service, 
then, we need to 
find an organization...
whose purpose and members/clients match ours, and
which is (or can become) capable of producing 
the results we expect;
agree explicitly with the organization...
not only on financial arrangements, but also on the 
activities to perform, the outputs to produce, the clients 
to reach and the impacts to achieve, and
on mechanisms to manage delivery and ensure 
departmental accountability; and
find our own internal resources to make it work.
This paper elaborates.


Introduction
Recent years have brought considerable evolution in the types of departmental assistance provided to clients, and in the way this assistance is delivered. These changes have been driven in part by resource pressures; but they also stem from our efforts to be more relevant to our clients with more targeted undertakings. A notable result is the increased use of parties outside the department to reach our clients.
This paper examines the ISTC experience with third‑party delivery, primarily as revealed in recent program evaluations. Some points stem from negative findings, i.e. things not being done which should be; but many reflect good practices worth sharing. Our intent is to help move managers further along the learning curve in this area, and, at the same time, to reinforce the fact that the department is still accountable for the final results delivered by third parties. The paper provides an overview of issues that should be addressed by managers considering using third parties to deliver programs and services.
These issues come down to three basic points: whether to use an intermediary; if so, how to select an appropriate one; and managing our working relationship with an intermediary. But, first: some terminology.
Making sure we mean the same thing ...
A number of terms describe the organizations working with the department, or on its behalf, to deliver assistance to selected clients. For simplicity, this paper generally uses the term “intermediaries” to designate these organizations, although others, such as “partners” or “third parties”, are occasionally used interchangeably.
Many kinds of intermediaries deliver our programs and services: industry and business organizations (sectoral and cross‑sectoral), professional societies, scientific and academic organizations, private sector experts and consulting firms. While we often “partner” with other government organizations, the discussion that follows is geared more toward non‑government organizations. Most intermediaries are not‑for‑profit entities. Many represent our target clientele, or provide their own services to that clientele. Excluded are suppliers engaged to produce a product or service (for example, an audit, a survey, a consulting study or policy advice) for the department. Appendix A provides examples of programs/services with intermediary involvement.
The terms “clients” and “clientele” mean the target groups the department wishes to reach. Industry Canada’s clientele has broadened considerably from what it was in each of its founding organizations. The program and service clients of the former ISTC are often business firms; some are technology centres or industry associations. An association may, in some instances, be the direct beneficiary of assistance funds, in effect, the client for the assistance: its members benefit collectively rather than individually. Other cases see the association acting as a “flow‑through” organization, spending the department’s funds directly on its clients or members — acting in effect as a “retailer” for us, the “wholesaler”. 
 “Assistance” is often financial  ‑ grants/contributions or O&M funds. Increasingly, however, it is information, transmitted through such means as workshops, seminars or conferences organized by an intermediary, perhaps with our financial assistance.
Should we use an intermediary organization?
Third‑party delivery of government programs is clearly consistent with the public demand for “less” government. It is supported by influential best‑sellers11 	David Osborne and Ted Gaebler, in Reinventing Government - How the Entrepreneurial Spirit is Transforming the Public Sector, suggest that governments should become catalysts, “steering” rather than “rowing”; government initiatives delivered by third parties meet this criterion. on how to re‑invigorate government generally to more focussed local reviews22 	Industry Associations in Canada: Working Together to Grow an Innovative Economy, Industry Canada, February 1994; and Canadian Associations and the New Association Order: Potential Directions for Reform,   prepared by Strategic Policy Choices & Tom Deans Consulting, Inc. for Industry Canada, March 1994 (Report #2 of the Industry Association Research Project, hereafter referred to as the associations project). .
However, there is no simple answer as to when and where to use a third party, except to say that delivery capacity and service to the client must be at the heart of the decision. The choice of government or third‑party delivery will depend on each situation  ‑ what is to be delivered and the skills required to deliver it well. The selected approach must meet a minimum level of client satisfaction; this may require “process” skills (like the ability to handle sensitive or confidential information, to organize an event, or to process applications) or “content‑based” expertise (like the technical or specialized knowledge to conduct a diagnostic study of a firm, to review an application for R&D assistance, or to deliver a seminar). The choice of a delivery organization will also differ according to whether we are seeking to reach a homogeneous and highly concentrated target group or a more diverse and dispersed clientele.
There are pros and cons to using third parties to deliver programs and services (see below). The advantages stem mainly from the intermediary’s closeness to the target clientele and from the additional resources that the third party may bring to bear. However, there are also some disadvantages; these reflect, in particular, a less direct relationship between the department and its clients, and a number of added management and accountability concerns. Certain measures, as we will see later, may help to minimize some of the negative elements. In any event, whether or not it is possible to assess these costs and benefits in dollars‑and‑cents terms, the most important considerations must be the clients, their needs and the intended results.
Our previous evaluation work yields no readily‑available lessons on what type of activity one can best entrust to a third party. However, the experience of other managers with third parties may provide useful insights and lessons.
That experience is seen in the wide variety of activities that the department has assigned to intermediary organizations (see Appendix A). Some once constituted the core of the department’s business: working up projects, reviewing applications for financial aid, managing the transfer of funds, and monitoring projects. (This is the role of a “flow‑through” organization). Other tasks include one‑time activities such as a trade show or conference; repetitive or events‑based activities, like diagnostic studies, company visits33	The Manufacturing Visits Program used intermediaries in a two-tiered model: a consulting firm was retained to recruit hosts among leading Canadian companies. The consulting firm then organized visits by other non-competing companies (the ultimate clients) to learn from the experience of the host company. , or workshops and seminars; and on‑going, transactional activities, like advisory and information services, or loan services.
1.	Some Pros & Cons of Intermediary Delivery
There may be a positive side...
Potential for leveraging resources
Greater proximity to clients
Better understanding of clients
Access to specialized expertise
Greater efficiency
	Greater credibility with clients
But a negative one as well...
Effort needed to establish terms of joint venture and accountability structure
An added layer between us and our clients
Reduction in direct interaction with our clients and in availability of intelligence
Potential for mishandling sensitive information and for conflicts of interest
Diminished departmental public recognition or visibility
	Potential rivalry among “competing” organizations

In many instances, the activities referred to in this paper are incremental to the third party’s core activities: they are being carried out mainly because we have undertaken to involve the intermediary and, were it not for the department, would probably not be carried out.

To sum up, the question of whether to use an intermediary to deliver a program or service can be a complex one. In all cases, there are advantages and disadvantages that must be weighed. Case‑specific circumstances must be factored into the decision, with client service being prominent among them. The experience of managers who have already used intermediaries may provide valuable insight for those facing such a decision.
Intermediary or government delivery? Consider:
The case‑specific pros and cons of using an intermediary
	for the type of assistance to be delivered

for the type of clients to be reached
	The level of client service that can be achieved

The experience of other managers in similar situations

Selecting The "Right" Intermediary
Here again, the task can be complex. However, in most cases, departmental officials are already familiar with the organizations operating in their field ‑ a good starting point from which to examine two issues in selecting an intermediary: the degree of congruence between the department and the third party, and the state of development of the organization.
Congruence Between the Intermediary and the Department
A high degree of congruence between partner organizations can contribute to success; however, congruence is never perfect — different organizations have different agendas. Recognizing the areas of incongruence and envisaging measures to deal with the potential problems can reduce the danger of failure or less‑than‑optimal results. Two points should be examined: purpose and clientele.
Successful organizations generally have a clear vision that sets the stage for everything they undertake: what “business” they are in, what they want to achieve, when, how, and for whom. This begins with the department: we need to be clear in our understanding of the results we expect, and in the fact that a third party is the appropriate means to achieve these results. We must also ensure that the intermediary and its staff understand what we want to achieve. Teaming up with an organization whose purpose is clear and reasonably congruent with ours, and which has a clear understanding of our expectations, can enhance the likelihood of both parties “rowing in the same direction”.
Business development motives can also complicate a situation or appear to conflict with our purpose. For example, where we retain consultants to conduct diagnostic studies for our clients, we need to recognize that, while the consultants may share our objectives, they are also in business. In some cases,  consultants have promoted a departmental service as a means to generate business for themselves. This did not guarantee that the right clients were reached, nor did it always result in the best expert/company “match”44	Firms may tend to use the “promoting” consultant who is first at their door, rather than seeking competing proposals (other opinions or approaches, in fact) to obtain the most suitable consultant for the work at hand. . Also, the private sector natural focus on profits may favour cost‑cutting measures that could lead to inadequate results.
The other key congruence factor is the constituency being targeted. Unless the members or clients of a potential intermediary coincide fairly well with our target clients, there may be little basis for a joint effort with the organization. Experience confirms the desirability, as delivery agents, of sector‑based industry groups; however, there must be a good match with the department’s target clientele (in both numbers and characteristics). A less optimal (from our perspective) client mix makes the achievement of the desired impacts more difficult; for example, with respect to technology awareness and diffusion objectives, the chance of successfully increasing the level of effective networking among a group’s members increases if it comprises not only technology suppliers, but a significant number of users as well; this will encourage both supply‑push and demand‑pull forces.
To sum up, the successful pursuit of Industry Canada’s objectives through a third‑party organization is facilitated by congruence between partners; this applies to purpose and objectives, as well as to target clients. Situations where there is divergence need to be managed carefully to avoid failure or less‑than‑adequate results.
The “right” intermediary and congruence – ensure:
Clarity, within the department, as to the purpose and results being pursued, as well as the clients being targeted
A reasonable degree of certainty that an intermediary is an appropriate delivery vehicle for our assistance
Congruence of purpose and clientele between the department and the intermediary organization
A clear understanding, by the intermediary, of what the department wants to achieve

State of Development of the Intermediary
A potential third‑party delivery organization can be examined according to its general state of development. Knowing where it stands may be useful in assessing its suitability for helping to achieve departmental objectives. Often, organizations appear to be stronger than they really are55	Report #1 of the associations project, Canadian Associations as Agents of Industrial Change: Canada in Comparative Perspective, concludes that Canadian industry associations, when compared to their European and Japanese counterparts, displayed properties characteristic of a ‘lower’ level of organizational development. One indication of a higher level or organizational development is the scope and quality of activities an association undertakes for its members.. As assistance delivery agents, many will represent a challenge, since they may need to be nurtured and developed in order to perform to minimum standards. They therefore offer limited potential for immediate cost‑effective performance. Yet, we may choose to work with them, possibly because they are the only ones available;  because there is potential for helping them develop into good delivery agents; or because the presence, in the organization, of an influential senior person to champion the initiative increases the likelihood of success. Some nurturing may help turn them into stable, secure, credible, stand‑alone, service‑oriented66 	The February 1994 Industry Canada study (see footnote 2) states that the more successful associations are those that focus more on services to their members than on membership growth. The point is also made in Notes for an address by Charles Stedman, Assistant Deputy Minister, Services Industries and Small Business, Industry Canada, to The National Industry Association Symposium, Toronto, Ontario, November 9, 1993. Report #1 (see note 5) states that less organizationally developed associations rely heavily on membership due, whereas the more developed ones benefit from multiple revenue sources. bodies with fewer developmental needs, and the ability to deliver assistance competently.
2.	Some Factors of an Organization's State of Development
	Age/maturity/experience

“Quality” of mission/mandate
Clientele/membership size
Resources and facilities
Prime focus: membership size or services to members
Internal and external credibility

An organization’s infrastructure can shape its ability to do the things the department expects. Staff and office facilities are key elements. Fledgling groups often start with volunteers, working from their “full‑time” offices or homes. They may be supplemented by part‑time and eventually full‑time staff. In such cases, the work of the group may tend to take a back seat to the person’s regular, full‑time work and the department’s objectives. An organization with a core of professional staff in dedicated, well‑equipped offices offers better potential as an intermediary.
The organization must be capable of carrying out the functions required to produce the results we desire. A solid management team will ensure the operation of the organization in such a way that it can assume the planning, marketing, financial, personnel and other functions required by its business (and ours). There are cases where intermediaries could have improved their performance in serving us (and themselves) through the presence of a management board, a sound business plan, better promotional efforts, and better management of their clientele/membership.
Some factors of an organization’s state of development
Adequate financial resources also affect the success of an organization. Some groups have a good revenue base from which to launch into activities for their members, including our target clients; but most have little elbow room.
It is often assumed that an organization will raise additional funding (often to match our assistance) to enable it to carry on specific activities or to become self‑sufficient in a given time‑frame. This matching requirement is often a condition for program funding and is sometimes met; however, this does not always happen. We must be confident that the organization has the fund‑raising ability, and that it is being realistic in spelling out how and when this will happen.
3.	Assessing Financial Strength
In assessing an organization’s health, it may be significant to distinguish between revenues from membership fees and those from client‑driven, user‑pay services. The size of the latter may be a good indication of a group’s strength. Stedman speech notes (See footnote 6).

Third party delivery costs may be higher than we expect. Contributions equal to 50 percent of certain eligible costs, particularly with fledgling organizations, may be insufficient: these groups are not well established, may tend to have higher overhead costs than the department (to deliver the same assistance), and may be unable to raise their share of the funds; if the department were delivering the assistance, 100% of overhead costs (rather than a portion) would come from corporate sources, thus stretching “program” funds further.
Another issue is take‑up capacity. In several cases77 	See A Review of The Take-up of Selected Funded Programs of ISTC by Young and Wiltshire Management Consultants (November 1990) for ISTC’s Corporate Planning and Evaluation Directorate. , departmental projections of initial take‑up of program funds were highly optimistic. Inadequate consideration was apparently given — both internally and by Treasury Board — as to whether or not the delivery organization could actually use the funds or deliver the services at the anticipated rate. This has been the case with fledgling organizations and in some emerging technology areas where our overall objective was somewhat “missionary” in nature. In any event, in the interests of program credibility, and to minimize embarrassment with central agencies, both the department and the intermediary need realistic cash‑flow requirements, and must relate these to the rate at which the intermediary can effectively use them.
The department will want to work with credible organizations. Many of the foregoing factors may tell us something about the credibility of an organization, both with clients/members and with other external bodies. In addition, one might examine the degree to which a prospective intermediary knows and understands its constituents and their needs. There is always potential for a group to overstate its membership size or closeness to clients in order to improve its image and its chances of working with the department. A mature organization will generally be close to its members or clients, have a good understanding of their needs, and have regularly‑updated membership or client records. The department should reassure itself on these issues so that the clients that are reached are the ones we really want to reach.
4.	Evidence of Client Sensitivity may Take Several Forms
	Periodic client surveys re: needs, satisfaction levels, concerns, etc. 
	Regular communications re: trends, best practices, available resources, critical issues, etc. 

An evolving range of services

The department may wish to concern itself with the service levels of organizations working on its behalf — it is reasonable to expect a minimum level of client service from them. Some effort is required, case by case, to identify the appropriate critical dimensions of service, which can be wide‑ranging. This examination may help in the selection of an intermediary: an organization that already has national service capacity (where this is important); or organizations that complement one another, either geographically or from a language point of view. Level‑of‑service standards or targets can then be agreed upon, if appropriate.
It is not sufficient to simply hand over money to an organization and assume that all will go well. Some cases may warrant our involvement in strengthening an organization to better enable it to meet the desired objectives. How best to do this will vary with each case. Providing or arranging for staff training may be one solution; another might be an interchange program (with some benefit to the department). Departmental staff may have to actually help develop a business or marketing plan for the organization, or, as one program did, provide consulting funds to develop ongoing performance monitoring. Periodic meetings or workshops grouping staff from intermediaries in similar fields of activity may be useful for maintaining “program” integrity and quality, for sharing best practices88 	MVP and TOP program managers successfully used periodic meetings of program delivery officials to share various approaches to different issues arising in program delivery. Also, see Benchmarks in Innovation: Association Best Practices in Organizational Design and Service Delivery (report #3 of the associations project) listing some “best practices” of certain industry associations. and for ensuring that all remain focused on the set objectives and their consistent interpretation and application. Until the developmental needs have been met, it is probably safe to say that doing business through intermediaries will be more costly, particularly at the beginning.
5.	Many Dimensions of Service Can Be Monitored
	Ease of access to the service
	Usefulness of the service

Quality of the advice provided
Timeliness / response time
Relevance of service
Cost of service
Amount of paperwork involved
	Courtesy/knowledge/competence of the people providing the service

To sum up, in selecting an intermediary to deliver assistance, the department should examine the state of development of the third‑party organization and the adequacy of its infrastructure; this may include such elements as staff, facilities, financial resources, service capabilities and management. We can also assess the organization’s credibility through its knowledge and management of its constituents and their needs. Where these aspects are weak, we may have to assess whether and how to help strengthen the intermediary to the point where it can confidently deliver the expected results. The alternative may be program/service delivery, client satisfaction and impacts that fall short of our expectations.


A few “infrastructure” elements to examine:
Extent to which the organization is well established:
- staff/	- facilities
- skills	- revenues/finances
- credibility
	Ability of the organization to use or disburse government‑provided funds efficiently and effectively

Capacity of the organization to carry out the desired activities in a manner that is satisfactory to us and to our target clients (minimum levels of service)
Developmental needs that we can/should address with the intermediary to better enable it to deliver assistance for us
Good management and understanding by the intermediary of its clients/members and their needs

Managing The Working Relationship With An Intermediary
Careful management of our working relationship with an intermediary can address many issues raised earlier, and can help to ensure that the desired impacts are produced. Planning, monitoring and communicating are critical. 
Particular attention should be paid to the development of a sound business plan and adherence to it. Failure here has been a problem in some programs, and has had a direct impact on day‑to‑day operations and the ultimate program impacts. Simple insistence on sound business planning (and helping the intermediary with it if necessary) may be one of the most crucial aspects of our relationship with an intermediary.
Planning must address a range of goals and objectives questions. Not addressing some of them is analogous to embarking on a trip with no destination point and no map or directions: a perfect formula for never finding out if any adjustments are required along the way or if the trip has been successfully completed. The department does not always do well in articulating goals and intended impacts or results in meaningful and measurable terms. Sharing responsibility with an intermediary only magnifies the need for focussing up‑front on desired results and ways of measuring them. Both the intermediary and the department (but the latter, especially, as the entity accountable for the disbursement of public monies) need to treat the arrangement as a “contract for results”, rather than the subsidization of inputs, activities and outputs. Planning sets the stage for monitoring and control.
As an undertaking unfolds, its progress must be monitored to ensure it is on track and that problems are identified and corrected99 	David Osborne and Ted Gaebler, (Reinventing Government - How the Entrepreneurial Spirit is Transforming the Public Sector), devoted an excellent chapter to the results-based monitoring of operations (Chapter 5: Results-Oriented Government: Funding Outcomes, Not Inputs). . The use of intermediaries heightens the need for this110 	This issues is examined in A Study on Accountability for Grant, Contribution & Other Transfer Payments Delivered Through Third Parties, (August 1993 Draft), under the direction of a senior level multi-department steering committee chaired by the Comptroller General of Canada.0 . We must require that our partners monitor the progress of operations conducted on our behalf, so we can account adequately for the results produced and the public funds expended. This may require involvement by departmental staff; the mechanisms will depend on the situation111 	In a number of cases, this has involved departmental staff providing feedback on the business plan or marketing strategy of an organization. The Technology Outreach Program (TOP) used program O&M funds to assist the TOP centres in developing ongoing performance monitoring systems with the help of consultants.1 . However, clearly identifying who monitors what, how and when must be agreed upon, and should recognize that the department is ultimately responsible for meeting evaluation and audit requirements.
6.	Planning a Joint Initiative is Complex
	Roles and responsibilities
	Activities and outputs

Target clients/Eligibility criteria
Client service levels/Standards
Intended impacts
Revenue sources/Budgets
The handling of sensitive information
“Program” integrity/Quality assurance
	Conditions for termination of intermediary involvement in the initiative

Appropriate performance indicators, which should be identified in the planning phase, need to be tracked periodically. This will allow us to recognize whether we are progressing toward our established goals regarding activities performed, outputs produced, funds spent, clients reached, level of service attained, and, especially, impacts produced. Only then can we tell if some adjustment is required or if we are well on our way to the desired “destination”. Osborne and Gaebler112 	Osborne and Gaebler, Op. cit. page 1472 put it well: “If you don’t measure results, you can’t tell success from failure.” Not measuring results means we are often rewarding failure rather than success; measuring allows us to learn from our experience and to correct failure. Many program initiatives have not performed well in setting specific goals and in monitoring results.
A sound working relationship requires good communications. Well‑established and well‑used, two‑way channels of communication with our partners, will minimize the incidence of surprises. This is even more crucial when more than two parties are involved. It is necessary from the early planning stage to the final accounting for money spent and results achieved. Sound communications may also help compensate for the loss of firm or sector intelligence to which the department has access if it delivers the assistance itself. Regular contact, possibly at given dates or milestone events, can facilitate the identification of emerging problems or situations requiring management attention. This is particularly true in cases where heightened visibility or interest can make the consequences of shortcomings more painful.
One obvious way to establish a clear mutual understanding of what is expected in our relationship with an intermediary is to develop a formal agreement signed by both parties. The points to be covered and the amount of detail will necessarily vary with such factors as the complexity of the initiative and, probably, the amount of public funding involved. Many of the concerns discussed above could usefully be covered in the agreement, as well as others, such as special provisions for protecting sensitive information, for ensuring “program” integrity, and for terminating the joint undertaking.
The perception that one can simply turn things over to an appropriate delivery intermediary and then moves on to other matters is false. As the preceding discussion suggests, third‑party delivery calls for considerable effort and attention on our part, and requires that we work closely with the chosen organization. This means departmental resources. The third‑party approach may be less costly for the department, but it still demands a minimum level of investment on our part to make it work well.
To sum up, we must actively manage our working relationship with an  intermediary. This means seeing that sound business planning occurs and that adequate measures are in place for the monitoring of progress in relation to the plan. Good communications channels are critical so that situations requiring management attention, from either the intermediary or the department, can be identified and addressed. A formal agreement between the parties involved should spell out all these matters. It has to be recognized that these are essential tasks, and that we must devote resources to them.
Some points to consider in the management of our working relationship with an intermediary:
Agreement upon the roles and responsibilities of each party
A clear definition of and agreement upon activities, outputs, target clients and intended impacts, as well as financing
Clear, results‑based indicators of performance
Means to monitor and report ongoing progress and to evaluate the results of the joint initiative
Clear channels and methods of communication, tied to milestone events or dates as appropriate
Appropriate credit (visibility) for the department
A formal agreement clearly addressing all the critical points, particularly results to be achieved
Recognition that successful third‑party program delivery is not free: it requires departmental resources
Recognition that, in the end, the department and NOT the intermediary is accountable for results

Conclusion
The use of third parties to deliver programs and services is becoming more common and often makes good sense. It can entail many significant advantages.  However, the advantages do not come free to the department: care, vigilance and resources are required on our part to ensure maximum benefits to our clients.

Appendices
Appendix A - Examples of Intermediaries Involved in the Delivery of ISTC Assistance
Organizations by Type
Program
Activity
Private Sector
1. 	Various consultants/experts
2. 	Major Events Management (+ ISTC + EC)
3. 	Consulting firm (annual contract)
4. 	NEDI ‑ National Entrepreneurship Development Institute (ISTC/provs/private sector)
5. 	Chartered Banks
6. 	CMA

1. 	AMTAP, MAS, ACI, Software Products Sector Campaign, Interfirm Comparison Program
2. 	Globe ‘92
3. 	MVP
4. 	Entrepreneurship
5. 	SBLA
6. 	Advanced Manufacturing Technologies Sector Campaign

1. 	Conduct (diagnostic) study, implement recommendations
2. 	Organized and managed ‘92 trade show and conference
3. 	Find hosts/visitors, organize visits
4. 	Info dissemination, workshops, seminars, conferences
5. 	Loan services to firms
6. 	Represent Canada in international feasibility study
Industry
Assoc’ns/Organizations
1. 	Canadian Wine Institute/B.C. Wine Institute
2. 	Software Engineering and Quality Centres
3. 	TOP Centres
4. 	CAIMAF, CUICAC
5. 	Strategic Microelectronics Consortium
6. 	Various industry associations
7. 	Medical Devices Advisory Council
8. 	PRECARN Associates Inc.


1. 	CWMDP
2. 	Software Products Sector Campaign
3. 	Technology Outreach Program
4. 	TOP/TOP‑AIM
5. 	TOP/Microelectronics Sector Campaign
6. 	Interfirm Comparison Progr.
7. 	Medical Devices Sector Campaign
8. 	STP (Info Technologies)



1. 	Promote & market Canadian wine
2. 	Provide software engineering & quality standards training, technical support and outreach services
3. 	Provide technical services; organize workshops, seminars, etc.
4. 	Organize conferences, workshops, seminars, training, etc.
5. 	Review, fund & monitor projects
6. 	Project facilitation, info dissemination
7. 	Monitor campaign, advise government
8. 	Fund/manage R&D projects/networks
Continued on next page

Examples of Intermediaries Involved in the Delivery of ISTC Assistance (Continued)
Organizations by Type
Program
Activity
Other Organizations
1. 	Conference Board of Canada
2. 	MRC/SSHRC/NSERC
3. 	Asia Pacific Foundation
4. 	Royal Society
5. 	CIAR
6. 	NQI/CNTQ
7. 	Association of Universities, Colleges and Community Colleges


1. 	CABE
2. 	Networks of Centres of Excellence
3. 	Globe ‘94
4. 	Grant
5. 	Grant
6. 	TOP/CABE
7. 	Canada Scholarships Program


1. 	Executive tours, studies, etc.
2. 	Administer and deliver program
3. 	Organize and manage trade show and conference in ‘94
4. 	Promotion: science awareness and women in scholarship; research evaluation; 
5. 	Conduct/coordinate advanced research
6. 	Coordination, CABE awards, info services, promotion of quality
7. 	Program admin, except monitoring and audit

Appendix B - Alphabetical List of Acronyms Used in This Paper
ACI	Automotive Components Initiative
AMTAP	Advanced Manufacturing Technology Application Program
	AMT	Advanced Manufacturing Technology (Sector Campaign)
	CABE	Canada Awards for Business Excellence
	CAIMAF	Canadian Advanced Industrial Materials Forum
	CIAR	Canadian Institute for Advanced Research
	CMA	Canadian Manufacturers’ Association
	CUICAC	Canadian University‑Industry Council on Advanced Ceramics
	CWMDP	Canadian Wine Market Development Program
	EC	Environment Canada
	MAS	Manufacturing Assessment Service
	MRC	Medical Research Council
	MVP	Manufacturers Visits Program
NEDI	National Entrepreneurship Development Institute
NQI/CNTQ	National Quality Institute/Canadian Network for Total Quality
NRC	National Research Council
NSERC	Natural Sciences and Engineering Research Council of Canada
SBLA	Small Business Loans Act
SSHRC	Social Sciences and Humanities Research Council of Canada
STP	Strategic Technologies Program
TOOLBOX	A component of the Medical Devices Sector Campaign
TOP	Technology Outreach Program
TOP‑AIM	Technology Outreach Program ‑ Advanced Industrial Materials
WISE	Workshops on Informatics for Senior Executives

Appendix C - Factors to consider in using intermediary organizations
Factors to consider in using intermediary organizations
A.	Intermediary or Government Delivery?
	Pros vs. Cons or Costs vs Benefits

Best level of client service
	Experience of others in similar situations
B.	Intermediary/Department Congruence
	Clarity, in the department, of purpose, target clients & intended results

Assurance that third‑party delivery is best
Congruence of purpose, clients and intended results between the third party and the department
Good understanding, by the intermediary, of the department’s expectations
Good understanding, by the intermediary, of its clients/members and their needs
	Good management, by the intermediary, of its clientele/membership
C.	Intermediary State of Development
	Infrastructure of the intermediary:

- staff`	- management skills
	- facilities	- revenues/finances
	- credibility
	Ability to use or disburse funds efficiently and effectively

Capacity to set and attain levels of service acceptable to clients and the department
Developmental needs of the intermediary 
	Appropriateness of IC involvement in addressing the intermediary’s developmental needs
D.	Managing the Working Relationship
	Clear definition of each party’s role and responsibilities

Clear definition of, and agreement on, activities, outputs, target clients, intended impacts, and financing
Definition and agreement on indicators of performance
Means for ongoing progress monitoring and reporting, and evaluating the results of the joint initiative
Special measures for such matters as:
	the protection of sensitive information

assistance “program” integrity
termination of the joint arrangement
	Clear communications channels and methods, tied to milestones or dates

Measures to ensure departmental credit or visibility
A formal agreement outlining the critical elements, including expected results
Recognition that departmental resources are required for success with an intermediary
Ultimate accountability for results clearly attributed to the department


