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I.  Summary of Findingstc \l1 "I.  Summary of Findings
Government of Ontario

Business Transformation Project
WHAT IS IT ABOUT?

The Ministry of Ontario entered into a public private partnership with Andersen 


Consulting to develop and implement a social assistance service delivery system through 


the Business Transformation Project in keeping with the objectives of the Social 


Assistance Reform Act.

WHAT KIND OF PPP?
· This agreement has the basic characteristics of an ‘Advise on Operations and Maintenance for a Fee’ PPP.  Andersen is paid a fee in exchange for developing a cost-effective welfare system and receives a share of cost savings achieved.

THE CLAIMS:
· The province claims that:

“MCSS and Andersen will work together to realize a cost-effective delivery system that contributes to achieving the reform of Social Assistance in the context of the government of Ontario’s vision for social and community health services.”

· The province maintains that the new model will:

· reduce welfare fraud and abuse of the social assistance system

· improve efficiency and better value for taxpayers

· provide better service for clients, consistent service delivery and promotion of 

  self-reliance through employment.

THE REALITY 


· The Province of Ontario paid Andersen Consulting $15.5 million for costs up to March 1998.  This was $13.1 million more than savings that were clearly attributable to Andersen.

· Paid Andersen approximately $1.4 million ($26,000 per full time equivalent position) in out of pocket expenses without requiring receipts. 

· Agreed to pay Andersen up to $180 million out of future savings.  This exceeds preliminary cost estimates of $50-70 million.

· The Province pays Andersen rates which are up to eight times higher than the rates charged by the Ministry for comparable staff.

· Andersen Consulting has a history of not meeting contractual obligations and overestimating savings.

· Service delivery agents have decreased from 300 to 47 with substantial increases in caseloads.

· Service restructuring can lead to parts of the service being privatized, such as call centres.

· An independent review states that “The current agreement, being performance or value-based, is quite weak in terms of the clear specification of the expected outcomes of the BTP”. This reflects the conclusion of the Auditor that the lack of clearly established desired business results “could not ensure that such results would be sufficiently measurable.”
· In reference to a similar Andersen project in Nebraska, a state audit called the project  “The most wasteful I have ever heard of.  It’s like pouring money down a deep dark hole.”

II.  Background To The Business Transformation Projecttc \l1 "II.  Background To The Business Transformation Project
On January 27, 1997, the Ministry of Ontario entered into a Common Purpose

 Procurement (CPP) agreement with Andersen Consulting for the “development and implementation of the business processes and technologies inherent in the new social assistance system that is to be put in place through the Business Transformation Project.”  Andersen was among 7 respondents who submitted proposals through the CPP process established by the Management Board of Cabinet. This process was described by the Auditor as “subjective and difficult to conclusively assess or review”.
The CPP agreement with Andersen Consulting is an example of a Public Private Partnership with relatively low Corporate Involvement.  This PPP resembles an ‘Advise on Operations and maintenance for a Fee’ type arrangement. (See Figure 1)  The agreement between the two parties identifies specific deliverables to be completed in a specific time frame in exchange for an agreed upon payment.  The basis of the partnership is to have the private partner design and implement changes which will result in a cost savings to the province.  The private partner is rewarded on the basis of those savings and then ceases to be involved in the operation and delivery of service. Beyond the fee, the private partner receives a share of cost savings achieved.

According to The Ministry of Community and Social Services (MCSS), the purpose of entering into the CPP agreement with Andersen Consulting was, to “support Ontario’s plan for Social Assistance Reform.”  The nature of the agreement has been outlined within the Project Mission Statement of the MCSS Agreement with Andersen Consulting dated January 27, 1997:

“MCSS and Andersen will work together to realize a cost-effective delivery system that contributes to achieving the reform of Social assistance in the context of the government of Ontario’s vision for social and community health services.”

The MCSS Welfare Reform objectives within the Social Assistance Reform Act
 (SARA) of 1997, include:

1.
to help people in financial need become employed and achieve self-sufficiency, through a program of mutual responsibilities, i.e.


the recipient has a responsibility to participate in program activities as a condition of eligibility for financial assistance;


the Ontario Works program has a responsibility to offer employment assistance to the recipient to enable the person to prepare for and obtain employment

2.
to ensure that assistance is directed to those most in need, and as a person’s last resort, through fairer eligibility requirements;

3.
to improve fraud prevention and control and increase accountability for taxpayers’ dollars; and

4.
to streamline the delivery system and reduce waste and duplication.


The Ministry replaced the Provincial Allowances and Benefits program (Family Benefits) 

and the Municipal Allowances and Benefits program (General Welfare Assistance) with 

the Ontario Works Program and the Ontario Disability Support Program to operate under 

the new legislation of the Social Assistance Reform Act of 1997(SARA).


The Business Transformation Project was initiated in 1995/96 and the contract was

signed in 1997.  The main objective of the BTP was: 

“to develop new business processes and technologies to support the transformation of the Family Benefit and General Welfare Assistance programs into the Ontario Works program and Ontario disability support Program. The BTP is intended to provide technologies for single-tier delivery. and to replace the interim computer systems of Caseworker Technology and Ontario Works Technology, as well as the outdated CIMS and MAIN computer systems. (Provincial Auditors Report, 1998)


This agreement with Andersen Consulting was the first large Government of

Ontario project to use CPP principles whereby: 

“a private sector vendor is selected to work closely with the Ministry to identify, design and develop and implement new ways of delivering services and , in so doing, share the investment in and risks and rewards of the project.”

According to the MCSS, the BTP Service Delivery Model is expected to be

implemented commencing in mid 2000 and concluding in mid 2001.  The Key features include:

  A two step intake process 

1.  Initial telephone screening

2.  Intake with case manager following acceptance through telephone screening

  Common province-wide technology and database to prevent “double dipping, to
      collect overpayments and to reduce administrative duplication”;

  Automated electronic information sharing to confirm eligibility;

  Direct client access to an Interactive Voice response (IVR) system

The outcome of the new model will be:

  A reduction in fraud and abuse of the social assistance system;

  Improvement in efficiency and better value for taxpayers;

  Provision of  better service for clients, consistent service delivery and promotion of          self-reliance through employment.

The overall goal of the Government of Ontario is to reduce social assistance expenditures.  The new service delivery model will emphasize reducing the current number of cases as well as implementing an intake process which will eliminate individuals who may have qualified for assistance in the past.

Who is Andersen Consulting?

tc \l2 "Who is Andersen Consulting?
Andersen Consulting is a U.S. management and technology consulting firm with a global scope. The firm is based in Chicago and employs approximately 45,000 people.  Andersen Consulting had an increase of 25% in revenues in 1998 and has generated 25% growth for three years straight with an increase of 23% in the area of government services.  Andersen has been particularly active in welfare reorganization in the U.S. and has contracts with governments in Europe in addition to their Canadian contracts.

The consulting firm’s self-proclaimed mission is ‘to help its clients change to be more successful.”  Andersen has been praised for their success in the consulting industry but, they have also been severely criticized.  An article in the Economist cited analysts who “believe the company lacks the creativity to develop new ideas.”  They characterize Andersen as the “McDonald’s of the consultancy business.” (AFSCME, Company Profiles, 1997).  There is not a lot of innovation here.  They implement a generic service delivery model with some minimal tinkering to make it fit.  Given the increase in Andersen’s growth along with an increase in customer complaints, it appears that the emphasis for Andersen is on quantity rather than quality. 

The Andersen Track Record

tc \l2 "The Andersen Track Record
Andersen Consulting has a history of not meeting contractual obligations and overestimating savings in private partnership agreements in Canada, the U.S.A. and internationally.  The following are some examples of Andersen’s track record.  This record brings into question why the Province of Ontario chose to proceed with entering into an agreement with Andersen Consulting, despite the trail of problems that Andersen continues to leave behind them.

Canadatc \l3 "Canada
The New Brunswick Experience
In 1994, The Government of New Brunswick entered into a public private partnership with Andersen Consulting to “initiate the development of an Integrated Justice System for the Departments of Justice and Solicitor General.”  That system (NBIJ)  was to result in a more efficient and cost-effective system with anticipated savings of $7 million per year and the reduction of jobs by 15%.  Andersen was to be paid $9.2 million for their work.

In 1997, The Government of N.B. terminated the integrated justice program and paid $2.9 million to Andersen to cover costs to date. This was in addition to the millions of dollars already spent in the planning of the reforms.  Problems were identified early in the process and  included Andersen’s failure to meet deadlines and their inability to find the savings they estimated in their proposal.  Justice officials concluded early in the project that the plan was not affordable. The Auditor General’s Report of 1998 revealed that the Province of New Brunswick had disbursed approximately $4.3 million over the life of the NBIJ including the $2.9 million paid to Andersen and $1.4 million paid for other goods and services directly related to the project.  They found that the value for the $2.9 million made to Andersen was intangible and value to the Province would not likely be achieved.  


In 1995, The New Brunswick department of Human Resources Development entered into a second partnership with Andersen Consulting to restructure the administration of Social Assistance and Human Resource Development systems to make them more cost efficient.  They proposed a $17.5 millions savings per annum.  $9.4 million of which  was to come from salary savings from the reduction of 204 positions. The remaining $8.1 was to come from savings from overpayments.  Andersens contract included a $11.6 million fee which would come from these savings, payable once reforms were in place.  The contract allowed for additional expenses for computers, software, out of pocket expenses and sub-contractors to a total of $6.2 million.  An additional $2-4 million was earmarked to finance changes over 5 years.

A 1996 Auditor’s report criticized the Government for allowing Andersen to proceed with the project without having a signed contract.  The report also found no mechanism to determine how Andersen would be paid for preliminary work and no clear measurement to determine whether the firm would get its fee.  Although the initial contract stated that all costs incurred in the first phase of the project were to be the responsibility of the contractor, a later supplementary agreement awarded $937,550 for services rendered prior to March 31, 1996..  As potential savings were not specifically identified, the Auditor also expressed concern with the ability to access accountability.  Reports indicate that Andersen was paid between $15-$16 million to generate $80-85 million in savings over 5 years.  
Hundreds of jobs have been lost as a result of this PPP. Workers report that they have been instructed to spend no more than 4.5 minutes per month talking to each client. Clients report that speaking to a Worker on the telephone has become “next to impossible.”

It has now been four years since the initial partnership agreement between the New Brunswick government and Andersen Consulting.  Most recent observations from staff indicate that the changes have yet to be fully implemented and the impact on workers continues to be felt.  One worker said that she could best describe the changes as having resulted in “providing a public service like a private business.”  Staff now have “quotas’ to meet and all client contact is tracked through new technology.  Management has the capacity to compare workers level of success at moving clients into ‘self sufficiency’.  Whether or not that self sufficiency is permanent or temporary is an issue  government chooses to ignore.  Workers have witnessed a ‘revolving door’ pattern as they are pushed into any job available just to move them off assistance.  The reality is that jobs are often temporary and subsidized through government training programs. The focus has very much changed from helping people to ensuring that those people become self-sufficient through any means possible.  “Workers are not rewarded for assisting clients in meeting their needs but for getting them off the system.”  Workers are torn between their desire to provide service to their clients and the pressure to “meet their targets.”
In terms of service to clients, government promises of  improvements have failed to materialize.  New clients are unable to talk directly to a worker until they move through the initial intake stage.  If a client is a ‘walk-in’ they are directed to a telephone booth to call for an appointment. Once they get past the telephone intake, they are assigned a ‘needs assessor’ who then does a home visit and determines client status and assigns a worker who is to be called to arrange an appointment.  A week could go by before a worker is actually seen and assistance provided.  Those who do not pass the telephone interview are denied further assistance.  If they choose to appeal, they may wait several weeks. Efficient client service, in terms of ensuring clients are quickly provided with the financial assistance they require, has not been a priority of the new system.

One worker described the intake process as very similar to that of the bank where she once worked.  “Just like a loan application....all the same questions are asked and input directly into the computer during the client interview....The only difference is that we are trying to find a way to disqualify applicants rather than approve their application.”  
In reflection of her experience throughout the transformation, one worker recalled the stress,  fear and uncertainty experienced by staff.  While this has subsided somewhat, staff anticipate further disruption as changes continue to develop.  But perhaps the most disturbing memory left for this worker was that of the Andersen employees who carried out the tasks of transforming the system.  She described the Andersen employees as “all very intelligent and knowledgeable....they all looked very similar.....they were focused and worked long hours...but they were very detached and showed no emotion....they must have been trained this way....they were almost ‘droid’ like in their demeanor .....they came in...did what they were told to do... and left several months later without a glimmer of emotion for the workers they shared every waking hour with.  I guess they would have to be that way to do what they do.” 
Government of Canada 

Public Works and Government Services canceled a $44.5 million contract with Andersen in May 1995 after the firm failed to meet its contractual obligations and, after four months of negotiations, refused to proceed until the contract price was doubled.

U.S.A.tc \l3 "U.S.A.
As stated, Andersen Consulting has been very actively involved in welfare reform in the U.S.A.  Various problems and delays have been reported. Examples include:

Nebraska
Twenty-four ($24) million dollar cost over-run, 1 year delay of welfare, food stamp and Medicaid automation project. A state audit called the project “The most wasteful I have ever heard of.  It’s like pouring money down a deep dark hole.”

Texas


Child support enforcement tracking system was $63.7 million cost over-run and 4 years behind schedule.  

Virginia
Automation of Fairfax County Social Service Program - 150% cost over-run

The above examples demonstrate a trend in difficulties with program delays and underestimation of costs in the U.S.A and Canada.

American Solutions to Canadian Problemstc \l2 "American Solutions to Canadian Problems
There are fundamental differences between the way Canada and the United States have met the social needs of their citizens. Despite the prosperity of the United States, Canadians have experienced the development of a much superior Social Safety Net throughout the post war era to the 1970's.  Social assistance policies have tended to be more generous in Canada than the United States, extending to a broader range of individuals and families in need. The movement to a globalized economy, as predicted, has resulted in movement toward harmonization with the United States social policy model. This concern has been demonstrated to be very real as we are currently witnessing the shift from fiscal federalism to an increase in regional control over social policy. 

The selection of Andersen Consulting as a corporation trusted to reform welfare in Ontario further supports the need for concern of the trend toward harmonization with the United States.  As an American firm, Andersen Consulting bases their welfare reform strategies on the American philosophy which has historically not been that of Canadians.  They propose that welfare reform requires a “shift of responsibility from direct providers of welfare services to arrangers of third-party service.”  A movement from public provision of service to private is the Andersen solution.  Canada’s commitment to a strong, accountable public service which delivers social services in a fair and equitable fashion has been under much attack throughout the 1990's.  The decision to choose an American corporation to reform the welfare system brings into question the values and vision of the government and should be of grave concern to those who take pride in Canada’s history of strong public service. 

Illustrated experiences with Andersen Consulting and the philosophy that underpins their work should have clearly been cause for concern for the Government of Ontario.  However, they chose to proceed with entering into an agreement with Andersen Consulting.  The following analysis illustrates how Andersen Consulting failed to learn from previous mistakes and once again have repeated the pattern of failed commitments and lack of accountability in the Province of Ontario. 

III.  
Appraisal of the Agreement between the Ontario Ministry of 


Community Social Services and Andersen Consultingtc \l1 "III.  Appraisal of the Agreement between the Ontario Ministry of Community Social Services and Andersen Consulting



1.  Efficiency Aspectstc \l1 "1.  Efficiency Aspects
The claim of the MCSS is that the PPP will lead to the design and implementation 

of a new process of administering social assistance that will meet the objectives of  “realizing a cost-effective delivery system.”  

The agreement claims that cost-efficiency will result from “redesign and re-engineering” and will include activities such as “Managing Change in Communications, Training, HR, and Organization Design and Development.  The Agreement has also mandated Andersen to assess, design and integrate Application Maintenance, Production Support, Help Desk Services and the Municipal Consolidation Strategy/Framework.  

Efficiency Claimstc \l2 "Efficiency Claims
The Agreement suggests that cost saving measures should be considered by:

1. Improving the technique of production by the design and implementation of new technologies such as the replacement of the interim computer systems of Caseworker Technology and  Ontario Works Technology, the CIMS and MAIN Computer systems.  ( Note:  The first phase of the Caseworker Technology project which was designed to monitor and report on the employment initiatives of social assistance recipients, commenced in 1996 and was fully implemented in 200 ministry offices and municipal sites by March 31, 1998.$145 million in project expenditures had been incurred. ) New technology continues to be developed.  There has recently been a need for the purchase of new hardware to replace current equipment which is not capable of handling changes.  More than 7000 workers will require training to effectively utilize the new technology.   

2. By changing the way in which production is organized.  A primary objective of Ontario Works is to “streamline the delivery system and reduce waste and duplication” The Agreement suggests that assessment and redesign should include the “integration of services.”  It appears that this objective has been addressed in two ways.  

3. The original intent as outlined in the 1997 Social Assistance Reform Act was to “reduce the number of municipalities directly delivering assistance from about 200 to approximately 50".  In addition, the Province would no longer deliver service to sole support parents.  This service would now fall under the jurisdiction of municipal delivery agents.  The latest numbers indicate that service delivery agents have decreased from 300 to 47 with substantial case load increases as a result. At this point, the primary means of ‘integration” has been realized through this consolidation of services.

4. The second means of streamlining service emphasizes the “multi-skilling” of workers.  Although this is in the early stages of implementation, the “multi-skilling” approach is beginning to show signs that workers will be spending less time meeting the needs of clients and more time on tasks which require less skill and are less helpful to clients.  One such example is the screening of applicants through the telephone screening process.  In New Brunswick, this approach has resulted in job losses and a reduction in direct client service.

The Provincial Auditor’s Report found that the claims for efficiency of the PPP made by the Ministry are incomplete and do not demonstrate cost efficiency as claimed.  The Auditors report concluded that:

· The Ministry has not sufficiently defined or established the project’s scope and desired business results during the project’s research and planning phase.

· The Ministry could not demonstrate that it had adequately considered either other contracting arrangements or maximizing the use of its own internal resources for any aspects of this project.

· Perhaps one of the most glaring examples of cost inefficiency at this point in time is the exorbitant fees charged by Andersen for work performed by their consultants.  Table 1 compares Andersen rates to what would have been the cost had Ministry staff performed  those functions.  Andersen rates are up to eight times higher than the equivalent ministry  rates.


Table 1


Andersen rates compared with Ministry rates

tc \l3 "Table 1
Andersen rates compared with Ministry rates
	
Position
	
Andersen Consulting 


($ per hour)
	Ministry

($ per hour)

	 Project Director
	$575
	$70

	 Task Order Manager
	$430-$560
	$59-$63

	Q    Quality, Risk and Knowledge

 C   Coordinators
	$425
	$59

	Fi   Finance Managers
	$170
	$51

	Financial Analyst/

Clerical Support
	$85-$115
	$28-$32

	Overall average rate
	$283
	$51


 Source: Ministry of Community Social Services Data

      Since the Ministry had not adequately established the desired business results, it could not ensure that such results would be sufficiently measurable to decisively determine or agree on progress toward achieving them.


The Auditor also concluded that it was not demonstrated that the most cost-effective proposal  had been accepted or would result in ‘value for money’ spent.  The Ministry did not demonstrate “due regard for economy and efficiency in the contract terms agreed to or in the administration of the work performed to February 1998.”  A later independent review substantiated the concerns of the Auditor stating that “the current agreement, being performance or value-based, is quite weak in terms of the clear specification of the expected outcomes of the BTP.”   Again, we can look to New Brunswick and other government experiences with Andersen and see that a clear trend in poor performance has emerged and there appears to be no effort to improve the situation.

Quality of Service

tc \l3 "Quality of Service
Once again, the focus is on cost efficiency.  The objective is to discourage new applicants, and to get existing applicants off the system.  Andersen Consulting is rewarded for reducing costs.  Just as this means reducing the cost of labour, it also means reducing the number of recipients.  Whether the reduction is a result of a person finding work or falling through the cracks and ending up on the street, is irrelevant in terms of the expectations outlined within the Agreement.  Quality of service is not an objective of SARA nor is it emphasized in the Agreement..   As stated in a July 1998 memo to MCSS staff, the focus is on minimizing duplication, speedy determination of eligibility and fewer ineligible cases proceeding through the full intake process.  The goal is to reduce the number of eligible applicants early in the process and reduce the time workers spend on intake. 

Workers have indicated their concerns for client service.  “Clients must now follow a set service path.....this translates into more hoops for clients to jump through to get initial assistance.”  One worker used the phrase “make them go away” to describe the new process as the “new delivery model seems designed to make it more difficult for clients to apply for and maintain their assistance.”
The BTP  states that the efficiency of changes will allow workers to spend more time  “helping clients become self-sufficient” and less time on paper work. This is not necessarily a positive change, especially when one considers the methods used to ensure that clients reach ‘self-sufficiency’.  Nonetheless, there does not appear to be any data which supports the notion that clients feel better “helped” as a result of changes to date. If the new process is seen to be “more efficient”, it is certainly not from the perspective of clients who are initially applying for assistance.

Although Quality of Service is mentioned publicly by government, the private partner has nothing to gain from an improvement in service.  Quality is measured only in terms of cost savings and reduction in the number of cases. Quality of service from the perspective of the ‘customer’ is not measured.  There has been no formalized process which measures client satisfaction with reforms. 

Quality of Service will continue to be reduced as the service delivery model develops.  Applicants have less access to personal assistance.  Initial applications are now screened through the telephone based intake screening.  Those deemed to be ineligible are unable to proceed through the intake process.  They have the opportunity to appeal but this is a lengthy process.  Only those that have passed the initial screening are able to meet with a worker in person.  They must, however first attend an orientation session which focuses on ‘job finding’.  If they fail to attend, their application is void and they do not proceed to the next stage.   The time between initial application and actual receipt of financial assistance can take up to three weeks. If the proposed ‘call centre’ system is implemented, the process will be further depersonalized. Clients will receive less service and in particular, less access to personal assistance as most of their contact will be through the ‘Interactive Voice Response’ Telephone Information System (IVR). They will continue to have less control as their ability to discuss their situation and reason with a caring human regarding their personal situation is removed.  Individuals are increasingly denied the contact, interaction and support that is a basic human need in times of hardship.

 Although disabled clients (ODSP) continue to have access to provincial offices, clients previously eligible for assistance under the Provincial Allowances and Benefits program (single parents and adults between 60-64 years of age) have now been moved over to the Municipal Allowances and Benefits program under the single tier Ontario Works.  The streamlining process has been implemented and these individuals receive service through a reduced number of municipal delivery agents.  An April 13, 1999 release indicates that delivery agents have been reduced “from almost 300 to 47”.  Individual worker caseloads have increased to a 110 to 1 ratio.  Quite simply, an increase in clients coinciding with a decrease in delivery agents will inevitably result in a reduction in service.   

How has this translated into cost efficiency?

It has not been determined that cost efficiency has been realized. However, we do 

know that dollars have been saved at the point of delivery as a result of individuals having been denied benefits. 

Table 2 indicates that there are substantially fewer beneficiaries of social assistance in May 1999 compared to May of 1998.

       Table 2
Ontario’s Welfare Caseload, Beneficiaries and Cases tc \l3 "Table 2Ontario’s Welfare Caseload, Beneficiaries and Cases 
1998 - 1999
	Total

Welfare
	May

1998
	Oct

1998
	Jan

1999
	April

1999
	Cumulative

# change
	cumulative

% change

	*Cases
	338,088
	310,911
	291,834
	287,574
	(50,514)
	15

	**Beneficiaries
	745,575
	692,835
	654,010
	635,851
	(109,724)
	15


*Cases refers to single individuals and family heads on SA
Source: Ministry of Community Services Data
**Beneficiaries refers to all family members
In addition to the above statistics, MCSS numbers indicate a decline in beneficiaries from June 1995 to April 1999 of 386,772.  This represents a nearly 38% decline in clients during that four year period.  Although the Ministry attributes this to the elimination of need, this statistic includes all individuals who were terminated, including those who were denied benefits due to stricter qualifying criteria as a result of welfare reform.  One cannot conclude, therefore, that all those terminated were not “in need” of assistance.  


The government reports that “independent surveys have confirmed that almost 60 per cent of the people who left welfare did so for employment-related reasons”. If this is the case, there remains no analysis which can attribute this to welfare reform.  Further, it has not been demonstrated that employment was permanent or adequately remunerating families.  There is also a concern with what has happened to the remaining 40% of individuals who are no longer receiving benefits.  What were the reasons for their termination?  Why are they no longer in receipt of welfare benefits?  Where are they?  What portion of this 40% are among the increasing number of Ontario’s homeless?

For those that have successfully found work, there is no evidence that this can be attributed to welfare reform.  Anecdotal reports gathered in an evaluation of the Ontario Works Program in Ottawa Carleton indicated that individuals who had found work said they did so through their own efforts.  They reported that “their participation in Ontario Works had nothing to do with their finding work.” (Report of the Project Team for Monitoring Ontario Works, April, 1999.)  The Provincial Auditor noted that “the Ministry needs to enhance its tracking of the number of people leaving these rolls (welfare) and the specific reasons for their leaving on an on-going basis” There has been no analysis done by the province to determine the number of people who attribute their success in finding employment to the Ontario Works Program.  In terms of permanency of work, statistics indicate that labour market conditions are the biggest determinant of welfare case numbers.  1997 statistics for the Ottawa-Carleton region demonstrate the revolving-door scenario as 55% of new applicants to social assistance had previously received assistance. (Project Team for Monitoring Ontario Works, April 1999).

It appears that the main service that has been improved or increased is that of monitoring clients.  The focus has shifted from ‘how can we provide for those who find themselves in need?’ to ‘how can this applicant/client be found ineligible for assistance?’  The BTP states that there is a shift in focus at the time of interview from  “financial eligibility to employment and participation topics.”
Less time is spent with new clients to determine need.  The shift to ‘employment assistance’ and the responsibility of the client to seek work has resulted in ‘client need’ becoming secondary to the ‘Ministry’s need’ to have them pounding the pavement for any work that may be available.  However, the full impact of the new service delivery model is yet to be seen as the BTP has yet to finalize the model and address the many questions they acknowledge remain outstanding.
Conditions of Labourtc \l3 "Conditions of Labour
The implications for labour also remain largely unknown.  A July 1998 memorandum indicated that “There are still a number of complex questions that need to be sorted out before accurate projections can be made about the impact of the BTP.”  The impact of future BTP changes on social assistance staffing; the changes in roles and responsibilities and the expected time-frame for provincial job losses and municipal workload increases could not be answered at the time of this memo.  The July 1998 memorandum to Social Assistance staff states that :

“new business processes and automation will change the design of jobs and the number of staff required.  The extent of these impacts will be determined as the detailed design work proceeds.”.The social assistance delivery system of the future will change work processes and require fewer staff at both the provincial and municipal levels.will be phased in over the next four years..we do know there will be an impact on jobs and responsibilities.” 

The Ministry indicated that the implications of changes will not be felt until 2000.  They also stated that they would keep staff informed throughout the year as they are aware that critical issues remain and require resolve but, at the time of writing, further correspondence has yet to be received by staff regarding how changes in service delivery will have an impact on jobs.  The current conditions for labour are those of anxiety, concern and confusion.  Municipal workers have been given no information on the status of their future employment with the Ministry.

When asked about how changes have impacted workers to date, workers stated that:

“Workers no longer do home visits as applications are done on computers in the office since there are no plans for laptops and files have become paperless...Staff see a “dumbing down” of case manager functions plus a trend toward generic job descriptions.....case managers see that much of their time is spent on the computer filling in the blanks on extremely complex forms and applying complex rules to get intended results with the forms.”   

Although not confirmed, there appear to be plans to move clerical primary intake functions to call centres and have client service reps (CSRs) do the case mangers electronic paperwork.  The result will be fewer case managers and more CSRs. The change in duties for case managers will make them more vulnerable to further privatization.  Automation and the loss of discretionary powers is an issue that is of great concern and is a substantial threat to the continued delivery of social assistance through public provision.  Workers report that the “pace of change has been stressful, confusing and frustrating.”  In the past twelve (12) months, several workers have taken leave due to stress related illness.  Workers feel that they are being asked to “do too much with too little training and with rules that change too often.”  Workers see management being “driven by target numbers and funding changes”.  Workers are being asked to “do what they consider to be the impossible to achieve targets.... they are having to take shortcuts which they are uncomfortable with.”  

Supervision and Trainingtc \l4 "Supervision and Training
Andersen consulting and the MCSS have emphasized the need for training to “ensure that front-line workers activities are in line with the agency’s vision and that they are equipped with good decision-making skills and tools.”    Unfortunately that vision is yet to be completed therefore workers remain in limbo in the area of training and supervision.  Workers are unclear as to whether or not they will have jobs and what those jobs might be. As yet, how they will carry out their responsibilities has not entered into the picture. As stated, workers feel that they have not received sufficient training given the level of changes that they have been required to implement.  Communication with staff has been sporadic and front line workers “do not feel that their concerns are being heard and administrators spend all of their time consulting with the Ministry.”

2.  Distributional Aspectstc \l2 "2.  Distributional Aspects


Job losses
The BTP has indicated that there will definitely be a loss in jobs.  There is currently no security of employment or location of employment.  The MCSS has not been forthcoming regarding how municipal employees will be impacted and have chosen to discontinue the process of communicating with staff through regular updates via memorandam.  They continue to elude the questions of when and to what extent layoffs will occur but they have clearly stated that there will in fact be “provincial job losses and municipal workload increases.”  In terms of existing collective agreements,  the 1998 memo states that  “When finalizing details with delivery agents, the project will adhere to all requirements of existing collective agreements.” 

Once again, we know that the number of delivery agents has been reduced from 300 to 47 and we know that workers will be losing their positions.  We can look to the New Brunswick experience to provide us with insight on what is likely to come.  The very similar process in New Brunswick resulted in a loss of hundreds of jobs.  We should expect nothing different in Ontario.

As roles and responsibilities change, it  follows that pay scales will also be effected.  There will be a reduced role for case managers, and an increased role for the CSR.  There is a concern that skilled employees will be placed in positions requiring less skill for less remuneration.  Again, this will have an impact on clients as they will no longer have a skilled case manager looking at their individual needs to determine support.  They will be led through the automated system as faceless individuals who should be dealt  with in a manner of utmost efficiency, both in terms of cost and time. 

At this point, changes have not been great.  However,  job descriptions and 

responsibilities are beginning to change and will very likely be re-classified downward.  As telephone intake will move service away from a model which utilizes specialized, skilled helping professionals, the result will be an administrative process primarily implemented through the use of low paid workers.

An additional concern in terms of  job losses is the implementation of service targets for municipalities.  The municipalities have been asked to provide their targets to the province.  Under the new legislation, MCSS has the authority to withhold payments to the delivery agent where a municipal debt is owing to the ministry.  With funding being dependant upon the achievement of targets, workers are under increased pressure to get people off the system or lose their jobs when funding is withheld from the municipality.

Impact on Labour tc \l2 "Impact on Labour 
Although service will continue to be operated by the public sector, the BTP and the use of a private consultant has and will continue to result in a decline in conditions for labour.  The focus on streamlining service delivery to reduce cost does not consider the effect on workers in terms of job security, job satisfaction, or wages.   Clearly, the primary mandate is cost efficiency.  This means that if there is a way to reduce labour costs, either by way of elimination or de-skilling, this will be an option that will be considered.  Re-classification of positions downward will be a concern as jobs become less specialized.   The impact on the distribution of labour between positions is clearly a concern.  As stated, we have already identified the reduced role of the case manager and the increase in the number of  lower classified CSRs.  The changes in legislation (Bill 142, SARA) allow the Minister to utilize alternative service delivery agents.  This could very possibly have grave implications for labour in the future as there is no guarantee that contracting out of services to the private sector will stop with the Andersen Agreement.  

Benefit to the Private Partnertc \l2 "Benefit to the Private Partner
According to the Provincial Auditor, financial benefits to Andersen Consulting are as follows.

· Received $15.5 million for costs up to March 1998  (This was $13.1 million more than what could be clearly attributable to Andersen.)

· Received $1.4 million in out of pocket expenses (approximately $26,000 per full time equivalent position, no receipts provided).

· Agreement for receipt of up to $180 million out of future savings. (This exceeds the preliminary cost estimate of $50 – 70 million.)

· In addition to the maximum fee of $180 million, Andersen Consulting is to be reimbursed out of savings for certain project costs.  Reimbursable items include computer hardware, purchases of third party software, production support, help desk services, annual application maintenance costs in excess of $3 million per system release and any applicable taxes.  The circumstances under which costs are to be incurred are not clearly defined.  Other costs have not been estimated but may be substantial.

· Fees for Andersen Consulting will be charged for actual hours at their standard published billing rates which are established unilaterally by Andersen Consulting periodically.

· Andersen receives rates for billing which are on average six times higher than the rates charged by the Ministry for comparable staff.  These rates also exceed  the rates in the original request for proposals issued by the government by 63%.  The independent review by Hickling Lewis Brod Inc. also drew attention to the professional fees billed by Andersen.  They confirmed that “Andersen raised its rates to the maximum allowed by the contract.  This increase “established Andersen’s new rates at the very high end of such rates observed in the Canadian market for such services.”
· The Ministry and Andersen agreed on items to be charged to a cost pool to share by both parties.  However, the Ministry failed to apply charges such as Ministry programming changes and staff time which are difficult to estimate but are substantial.  As a result, the Ministry’s contribution to the cost pool was understated resulting in fewer benefits to the Ministry and more to Andersen.

· Interest charged by Andersen on non-reimbursed costs is calculated in a manner disadvantageous to the Ministry.  Andersen charges the cost pool at a rate of interest that reflects their borrowing capacity and credit rating while the Ministry charges at a rate reflecting their credit rating.  The result is that the Ministry charges the cost pool at a lesser rate than Andersen.


· The basic expectation of the Andersen agreement is that Andersen will be paid up to $180 million in return for deliverables as agreed upon with MCSS.  The human cost in terms of clients and workers does not come into play.  Further, as stated in both the Auditors report and the HLB report, “clear specification of the expected outcome is weak” and therefore there may be difficulty determining whether outcomes justify remuneration. 

3.  Budgetary Implicationstc \l2 "3.  Budgetary Implications 

In terms of budgetary implications, the purpose of the agreement with Andersen is to directly reduce the government spending on social assistance by implementing a more cost effective service delivery model.  The BTP promises reductions in public sector spending.  This is to be achieved through improved technology, reduction and reorganization of labour and reduction in direct payment to clients.  Many potential clients will be screened out at the initial telephone phase without having the opportunity to discuss their situation directly, with a skilled worker.  Others will be eliminated from the welfare roles because of new requirements.  Others yet will be forced into work projects as a condition of any assistance.

However, the Auditor has identified significant estimated savings to be a concern.  

The Ministry has estimated that the BTP could result in annual “ministry savings of $190 million, based on a 50% program cost-sharing arrangement with municipalities”. The accuracy of this estimate however, is highly questionable due to the ambiguity of its origins.  Administrative savings were estimated using information from similar projects but in jurisdictions external to Ontario, with very different circumstances.  Savings were also estimated prior to the definition of business processes and technologies and are therefore unreliable.  Also of concern are the cost-savings that have been inaccurately attributed to Andersen. The Provincial Auditor has already identified overpayments to Andersen of $13.1 million which demonstrate significant budgetary implications.
The overall implication of the BTP remains to be seen. According to the Auditor, we do know that expected savings have been overstated.  We also know that there have been unexpected costs which will result in a further reduction in savings. Finally, research indicates that many of those among the numbers no longer receiving social assistance will again find themselves in need of financial help.  Although the intent of the PPP is reduction in public spending it is not yet clear if and to what extent, this will be the outcome.

4.  Economic Development Impacttc \l2 "4.  Economic Development Impact


The BTP has no lasting impact on Economic Development.  It is simply a means of administering the provisions of welfare reform.  The BTP is mandated to meet the objectives of SARA, reducing welfare expenditures through the use of technology which will increase monitoring and elimination of clients, reduce the need for workers by subjecting clients to a telephone process which eliminates human contact.  The only party that will benefit economically from this partnership is Andersen Consulting.  The presence of the American owned Andersen consulting in Canada continues to grow, so there will be some economic benefits offsetting lay-offs in the public sector.  They currently have three Ontario offices, such as Toronto, Etobicoke and Ottawa in addition to their offices in Montreal and Vancouver.  Andersen Consulting remains U.S.-based.  The experience in New Brunswick however, brings into question the permanency of Andersen’s presence in Ontario.  Once the work was completed in New Brunswick, all Andersen staff were removed from the province.  Andersen representatives continue to visit periodically to evaluate progress.  They continue to receive financial returns as part of the initial agreement.  Andersen Consulting has a tremendous role in the development and implementation of  social policy in the provinces that agree to contract for their services.  However, Andersen has no continued commitment to those communities therefore the social and economic outcome of their reforms are of no concern to them.  As is the case in New Brunswick, Andersen will remain in Ontario in so far as there is a financial advantage for them in doing so. 



5.  Risktc \l2 "5.  Risk 



The public are exposed to significant social risk with the private partnership 

arrangement between the Ministry and Andersen Consulting.  The very nature of this arrangement is generated by a motive to profit.  The desire to provide quality service to the public and ensure that financial need is met by the state, is not an objective of private enterprise.  Their agreement with the state is to reduce government expenditures and they are rewarded by sharing in the profit, which is made from the loss of wages of workers and lost benefits of individuals denied assistance. Service constraints transpire into social risk for the entire community as there are a number of implications associated with the choice to deny citizens of a basic level of income. 



Workers will continue to face social risk as the BTP unfolds.  The Ministry has 

confirmed that job losses will result from the changes and will likely be evident in the year 2000. Work responsibilities have also begun to change with the process of multi-skilling.  Reduction in pay is not an unlikely expectation as roles become watered down and pressure to downgrade wages continues.



Society always pays the price when a social service system does not adequately meet the needs of its members.  The result has sadly become evident as we see the increasing numbers of homeless and hungry children and their families.



Tax payers also face financial risks that must be considered.  Andersen Consulting 

has already been paid in excess of original proposed amounts.  They are behind in projected tasks and there are no guarantees that qualified management will be involved in this project.   Even the HLB report indicates that the project is six months behind relative to original expectations and there is a “relatively high probability that the project could require about another three years to fully implement.”  This will result in a total of 5 years for what was to be a 4 year project.  It has also been noted that in order to stay within the $180 million cap, Andersen and MCSS can “mutually adjust responsibilities so that Andersen may not be required to meet the original expected tasks.” Andersen Consulting has left a legacy in many communities that has resulted in overspending and unfinished work.  The stage appears to be set for a similar scenario in Ontario.



The threat of  financial and social implications is very real.  Once the system is 

streamlined and the human element that is central to providing for those in need removed,  we are left with an inflexible, impersonal system which no longer meets the purpose of a social safety net to provide for those in need.  Rather, the new system is one which will stop at little to eliminate individuals as candidates for assistance so that Andersen can reap the financial rewards. 



Unfortunately, presented with the carrot of savings for taxpayers, society allows for much of this to continue.  It is perhaps tax payers that face the biggest risk of all.  The social safety net was developed because we are all at risk of someday being in need.  By changing the fundamental nature of that system, as we do when we open the door for privatization of social services, we are taking a huge chance on our own future and the services that will be available for us if we should be so unfortunate to need them. 

6.  Access to Information

tc \l2 "6.  Access to Information

Although the selection of Andersen Consulting was arrived at through a competitive process, it remains unclear as to how they were selected over other candidates.  The report of the Provincial Auditor found that the Ministry “could not demonstrate that it had selected the most cost-effective proposal.”  The Ministry has emphasized their need for a private sector partner for this exercise however the reason for this and why Andersen was chosen remains unclear.   


The agreement between the Ministry and Andersen Consulting is not readily available to the public and the government has been less than cooperative in releasing information upon request. Until the release of the Provincial Auditor’s Report, the public had very little information about the nature of the Andersen Agreement let alone the many problems that were unfolding.  This information was not eagerly provided to the public.  The HLB independent review that followed has also been somewhat difficult to access and only the most positive comments released to the public. The Ministry and Andersen have been quick to point out that they have made every effort to keep staff informed of the progress of the BTP.  However, communication has been somewhat sporadic and vague.  While information is available, it is not easily  accessible unless one has the time, resources and determination to seek it out.

7.  Alternatives to the agreement with Andersen Consultingtc \l2 "7.  Alternatives to the agreement with Andersen Consulting 


The agreement between MCSS and Andersen Consulting appears to have been entered into without considering the alternatives.  





The Auditors Report concluded  “the Ministry had not clearly established the 

appropriateness of the CPP process for the Business Transformation Project” for the following reasons:

· The Ministry had not sufficiently defined or established the project’s scope and desired business results during the project’s research and planning phase.

· The Ministry could not demonstrate that it had adequately considered either other contracting arrangements or maximizing the use of its own internal resources for any aspects of this project.

· Since the Ministry had not adequately established the desired business results, it “could not ensure that such results would be sufficiently measurable to decisively determine or agree on progress toward achieving them.”

· The Ministry followed CPP principles in selecting Andersen Consulting however they could not demonstrate that it had selected the “most cost-effective proposal or that the accepted proposal would result in value for money spent”.
· As of March 31, 1998, $17.7 million was the balance of the benefit (savings) pool.  That amount was attributed to the Early Opportunities Change Reporting Task Orders which were part of the Early Opportunities Initiative which was well underway before Andersen entered the picture.








· The inclusion of the Early Opportunities Change Reporting Task Orders in the CPP agreement resulted in unnecessary payments to Andersen Consulting.  According to the Auditor,  Ministry staff  were well aware of the needed changes.  Audits had made significant recommendations for improvements with much work having been planned and implementation begun. Alternative means of proceeding with the work that had been initiated were not looked at.  With a substantial amount of work having been done by Ministry staff, the Provincial Auditor concluded that it would have been most economical for this work to proceed outside of the CPP agreement.  
Selecting Andersen Consulting for the BTP

tc \l3 "Selecting Andersen Consulting for the BTP
The Ministry selected Andersen Consulting through the competitive process 

established by the Management Board of Cabinet.  The Auditors report found the 

selection criteria to be subjective and difficult to conclusively assess.    Cost effectiveness 

of proposals was not taken into consideration in the selection process.  Andersen was 

awarded the agreement largely on the strength of its senior management, experience and 

commitment, and understanding of risks.  This accounted for 85% of their overall mark.  

However, senior management including the project director, assistant director and four 

other senior staff were replaced after the Andersen proposal was selected. The long list of 

problems that have followed Andersen through their partnerships with other governments, 

did not have an impact on the decision to choose Andersen.  It appears that process which 

resulted in the selection of Andersen was less than adequate.  Several alternatives could have 

been considered before rushing into the partnership with Andersen. 

IV.  Summary and Conclusions

tc \l1 "IV.  Summary and Conclusions
Evaluation of the Government of Ontario Business Transformation Project has 

revealed many concerns with the Ministry’s agreement with Andersen Consulting.  It has 

also reinforced the validity of concerns with public private partnerships especially as they 

relate to the human services.  Andersen Consulting has taken a ‘cookie cutter’ approach to 

welfare reform which they have transported from the U.S.   The administration of social 

assistance is unique and requires the expertise of public servants who are committed to a 

system which provides service in the best interest of the individual in need and society as a 

whole.  To develop a service delivery model based on cost efficiency alone, such as is 

being developed through the BTP with Andersen at the helm, is missing an element central 

to an income security system.  That being the genuine desire of society to assist those in 

financial need.  Andersen Consulting is a U.S. management and technology consulting 

firm.  They do not have expertise in the human service field, nor do they share our 

Canadian cultural identity with a strong social welfare system.  By trusting in them to 

develop a human service delivery model which is centered on Canadian values  

demonstrates poor judgement by government.

As the BTP is in the early stages of development, evaluation at this time is 

somewhat difficult.   However, based on experiences to date in Ontario and the 

experiences in other communities, the concerns outlined here-with are justified.  The 

Provincial Auditor raised attention to several issues which demonstrate that Andersen 

Consulting continues to overcharge for service, overestimates savings, and fails to deliver on 

their promises.    

Andersen Consulting has not demonstrated that they are better able to address existing 

problems and design and implement a superior service delivery model.  As indicated by the 

Auditor, public service staff had already identified areas requiring improvement and had 

begun to administer changes. The Province of Ontario has access to many experts who 

would have been well placed to design and implement any further changes necessary to 

improve the efficiency of the social service system.  

The decision to choose the route of a PPP to improve a human service system is more 

a reflection of the ideology of the Harris government than a well thought out choice that 

will be in the best interest of the Ontario public.  A desire to improve the social assistance 

delivery model to better meet the financial need of Ontario residents, is clearly not central 

to the agreement with Andersen Consulting.  Cost-efficiency is clearly the objective and 

focus here.  However, it currently remains highly questionable that this will be the 

outcome. Nevertheless, many people have been, and will continue to be, very negatively 

impacted as a result of the process.
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