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The State of Public Services in Manitoba, 2007
Privatization: The Public
Service Trojan Horse

Summary

One of the key political dynamics of our
time is the pressure on governments to
provide more public services with fewer
resources. With an aging population and
deteriorating urban infrastructure, ex-
panding immigration and globalization
of commerce, all levels of government are
faced with greater demand for public serv-
ices. At the same time, taxation seems to
be a limited resource and a politically
loaded means of meeting these needs.

Some politicians and business leaders
propose privatization of public services
as a solution to this dilemma. In very
general terms, privatization—contract-
ing-out, outsourcing, public-private
partnerships, sale of assets, among other
forms—is being touted as a way of pro-
viding public services.

This report looks at the various forms of
privatization in each of health care, edu-
cation, municipal services, and social
services. In the health and education sec-
tors, privatization has not been as wide-
spread as in municipal services, where
privatization is seen more and more as
the means to avoid the negative impact
on services from the on-going drive to
cut taxes. Implicit privatization has been
slow and steady in social services.

There is some public awareness of large-
scale privatization, such as the sale of
the Manitoba Telephone System, or the
Charleswood Bridge P3. Occasionally
there are reports on the privatization
of garbage collection or concessions at
our golf courses. But a great deal of pri-

vatization, is hidden and subtle, such
as the contracting out of janitorial serv-
ices, the under funding of child care,
or the imposition of business manage-
ment methods in schools or colleges.
And “creeping privatisation,”
most common and surreptitious form,
the introduction of user fees, seems to
be completely ignored.

in its

In health care, privatization is mainly
observed in the determined drive to take
healthcare services (both medical and
ancillary) out of the public healthcare
basket, and resistance to adding services
to the basket. The contracting out in
health care has been mostly disastrous
as the home care, Aramark/USSC and
Smart Health cases show. Moreover, ex-
perience elsewhere shows that privatiz-
ing other aspects of healthcare will be
equally inefficient.

For kindergarten to grade 12 schools, pri-
vatization is provoked by under fund-
ing, as public schools increasingly rely
on fundraising (teachers buying class-
room essentials out of their own pock-
ets, for example) and on the commerciali-
zation of schools (almost 2/3 of schools
use materials with corporate sponsor-
ship). In higher education, adopting a
business view of education tops the pri-
vatization list; in regarding foreign stu-
dents as a cash resource, but more im-
portantly, in centralizing government
control and institutional governance of
universities and colleges (as seen in the
COPSE legislation and the on-going dis-
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pute over the creation of UCN). In both
these sub-sectors, quality and equity in
education are being threatened.

In municipal services, contracting out of
services, from waste collection to recrea-
tion facilities and Handi-Transit, and P3s
such as the Charleswood Bridge in Win-
nipeg, are well-known and are proceed-
ing, or threaten to proceed, at nearly
breakneck speed. The cases of garbage
collection in Winnipeg (where the cost
saving has not materialized), recreation
services in Brandon (golf and rink serv-
ices in Brandon have decreased), and
Handi-Transit in both Winnipeg and
Brandon (which is being consistently
under funded), show that contracting
out has not been less expensive nor has
the quality of service improved. P3s, the
much-touted saviour of cities with huge
capital requirements, are suspect as the
Charleswood Bridge shows—it will cost
citizens almost 25 percent more than if
financed by city government.

In the social services sector, overt, obvi-
ous privatization has not been far-reach-
ing. Covert forms, however, are: a wide
range of social services is delivered by
voluntary organizations. Implicit priva-
tization has also taken place through the
ever-decreasing levels of overall expendi-
ture, the restrained support for early
childhood education and care, and the
dramatic decrease in various forms of in-
come support for Manitobans on low
income. Total government per capita ex-
penditure, for instance, regained 1992 lev-
els only in 2004.

In brief, we find that privatization in all
sectors has not lived up to the promises
and claims of lower cost, and more effi-

cient and more effective public services.
As numerous instances show, privatiza-
tion does not deliver the economic goods,
but it does harm to us in other ways.

Currently, many governments are lean-
ing towards having more private enter-
prise provide services to their publics.
But, as they devolve services to these con-
tractors they are losing operational con-
trol. Though most government services
continue to be provided by public agen-
cies, the balance that allows govern-
ments to maintain accessible and quality
services is precariously close to being lost.

Privatization in the guise of solving our
public service needs, just like the Trojan
Horse of Greek myth, is more likely to
erode our public service system than en-
ergize it. The choice to let it in or keep it
out is ours. Without due attention and
serious effort on the part of citizens and
politicians, private sector agencies could
soon dominate public service and
Manitobans will have little or no power
to reclaim authority for the services es-
sential to our quality of life.

The State of Public Services reports pub-
lished in 2003 and 2004 by the Canadian
Centre for Policy Alternatives-Manitoba
(CCPA-MB)! focused on the “fragile re-
covery of public services” and the “tax-
cut wall” in Manitoba. These reports
sought to record how public services
were gradually being rebuilt after a dec-
ade of political neglect, funding reduc-
tions, and administrative inaction. While
the analysis in these documents indicated
that governments had made some efforts
to meet the public’s services needs, there
was still a considerable need for expan-
sion and improvement of services.

1 Canadian Centre for Policy Alternatives-Manitoba (CCPA-MB) (2003) A Fragile Recovery:
The State of Public Services in Manitoba; and (2004), The State of Public Services-Mani-

toba, Winnipeg: CCPA-MB.
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Another major development in Manito-
ba’s public services affects their long-term
quality and accessibility and was only
touched on in earlier reports. This report
will look at the trends in privatization of
public services in Manitoba and the con-
sequent impact on the cost, quality, and
capacity of service delivery, particularly
for different social groups. Specifically, we
examine the privatization occurring at
the provincial government level in edu-
cation, health, and social services, and at
the municipal level.

The privatization of public services has

been ongoing for the past 20 years and is
increasing throughout Canada. Mani-
toba has not seen the dramatic sale of
public assets to large corporations (often
American or European) that has occurred
in British Columbia or Ontario. How-
ever, significant privatization by default
has occurred through implicit means,
such as increased contracting out of serv-
ices or the use of user fees. The impact of
‘creeping privatization” on public serv-
ices remains severe and sufficiently im-
portant to warrant the attention and
objection of this report.
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Defining Privatization

There are goods and services that eve-
ryone in society needs. These goods and
services are, because of their universal
and essential nature, public goods and
services. We have come to treat these as
rights of citizenship rather than as privi-
leges of income. We believe that no one
can be denied access to such goods and
services because society deems them es-
sential to the well-being of individuals
and of society. National defence is the
classic example.

As Val Werier wrote in the Winnipeg Free
Press in 2005,

PRIVATIZATION is being touted as
the best way to run our affairs, so
it is worthwhile examining the
record of municipal enterprise in
Winnipeg. The record was quite
remarkable indeed founded on the
philosophy that government can
act in a vigorous manner to pro-
mote the common good.

Here is what the Winnipeg Munici-
pal Manual of 1950 had to say: “The
city of Winnipeg is a firm believer
in municipal ownership of essential
public utilities.”

It goes on to list the services it
owns and operates. They include
hydro-electric power, water works,
central steam heating system, stone
quarry, asphalt plant, gravel plant,
and several more.

The city expressed great pride in
these accomplishments, noting,
among other triumphs, providing
electricity at a rate among the lowest
on the continent, and a soft water
system adequate for one million
people. It went on: “Winnipeg
enjoys the distinction of being the
first city in America to acquire a
municipal asphalt plant for con-
structing new pavement.”

There is some dispute about how “well-
being” is defined and how much support
society is required to provide individu-
als to maintain social well-being. The
United Nations, for example, declared in
1974 that the world’s citizens have the
right to adequate food, while the United
States and agricultural corporations
agree only to provide access to appropri-
ate nutrition.2 Yet, food is obtained al-
most entirely through the private mar-
ket. In 1829, Egerton Ryerson said, “On
the importance of education we may re-
mark, it is a necessary as the light—it
should be as common as water and as
free as air.”3 That is, some goods and
services must be provided by the state.

Privatization is a shift in authority,
ownership, and/or the ideology for pro-
ducing and/or delivering public serv-
ices from state-controlled to private
means.4 It refers to how governments
(federal, provincial, municipal) and
public institutions (universities, mar-

2 See David Goodman and Michael Watts (eds.) (1997) Globalising Food: Agrarian Ques-
tions and Global Restructuring, London: Routledge.

3 Quoted in Canadian Teachers’ Federation and Canadian Centre for Policy Alternatives (CTF/
CCPA) (2006) Commercialism in Canadian Schools, Ottawa: CTF/CCPA, page 3.

4 See Brendan Martin (1993) In the Public Interest: Privatisation and Public Sector Reform,

London: ZED Books, Chapter 1.
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keting boards, hospitals) provide serv-
ices through private, market-oriented
frameworks and means.

Privatization is usually seen as a change
in ownership from the public to the pri-
vate sector, as in the sale of Manitoba
Telephone System (MTS) to private in-
terests. At a municipal level, examples
of privatization include contracting
snow removal or garbage collection to
private corporations, services that were
previously delivered by municipal equip-
ment and personnel. Provincial govern-
ments are opening the door to private
companies to provide support services
to schools and hospitals that were pre-
viously provided by civil servants. And,
federally, private companies are now pro-
viding supports to the military, doing
programme evaluation and design, re-
searching food safety requirements,
servicing computers, and implementing
international development assistance
programmes.

Most often, and particularly in Manitoba,
privatization is not as dramatic and as
transparent as the sale of Manitoba Tel-
ephone System. The means used to pri-
vatize services are not always as public
as that used by the City of Winnipeg
when it handed over its ability to collect
solid waste to the corporate giants BFI
and WMI. More often, we see creeping
privatization. Companies such as Cen-
tral Park Lodges are slowly and quietly
adding to their assets by buying up ex-
isting public nursing home facilities, such
as the Maples and River East personal
care homes. Or, janitorial services are
contracted out in a single government
building or department and then, over a
number of years, all janitorial services are
contracted out.

However privatization occurs, a funda-

mental underlying issue is how citizens
will pay for the services from which they
directly or indirectly benefit. Will we con-
tinue to pay for services collectively
through our taxes, or individually
through user fees? Will we retain the
principle of universality, or will we in-
creasingly restrict services to a person’s
ability to pay?

This is not to say or imply that there is
no role for the private sector in provid-
ing public services. Governments are
bound to provide various assets and fa-
cilities for public services, like buses for
public transit. Yet, it is unreasonable to
suggest that governments also manufac-
ture the buses, or build the schools, and
so on. There are many goods and serv-
ices that are best provided by private
means to support the delivery of public
services. But, when private providers
take over the ownership or control of
these public services, the boundary be-
tween public and private service has been
overstepped.

Variations on a Theme

Privatization can take a number of forms,
some of which are discussed below.

Sale of Assets

This is the most obvious form of privati-
zation. A public service that, historically,
developed physical assets is sold to pri-
vately owned corporations or to indi-
viduals. The key recent example in Mani-
toba is the sale of Manitoba Telephone
Service (MTS) shares to the general pub-
lic. In 1996, the Conservative govern-
ment of Gary Filmon approved turning
the wholly owned crown corporation
into a publicly traded company, allow-
ing individual investors to take control
of the company. Within 48 hours of MTS

6 The State of Public Services in Manitoba, 2007



shares going on the market, 5.7 million
of them were flipped, earning their own-
ers an $18 million profit. The company
was renamed Manitoba Telecom Services
Ltd., and, six months after the privatiza-
tion, it migrated outside Manitoba’s
boundaries and switched from individual
to institutional investors. Within two
years, MTS sought and got approval for
a $3 per month rate increase.

The right of way for cable television cor-
porations to use phone lines, and private
ownership of municipal sewer lines or
landfill sites, are other examples of pub-
lic assets that had been built up, often
over many years, and then sold, thereby
putting those assets into the hands of a
very few people. In such scenarios, gov-
ernments lose control over the service and
have little or no ability to get the asset
back if wanted or needed.

Contracting Out

In this scenario, private companies or
individuals on a contractual basis can
deliver services that were once delivered
by public servants. While a contractor
does the specific work, a government de-
partment often maintains ultimate au-
thority over, and evaluation of, the serv-
ice. One of the main rationales for con-
tracting out is that private sector work-
ers can do the job for lower levels of pay
and benefits than those paid to mostly
unionized public sector workers. Exam-
ples are janitorial services provided to
municipal government buildings by small
local companies. There are now compa-
nies that provide social service agencies
and personal care homes with workers
on a casual and longer-term basis, often

to supplement or replace public service
workers. This is, by far, the most com-
mon form of privatization.5

User Fees

There are two types of user fees paid for
public services that are different from
paying directly for services in the private
sector. Users may pay fees at the point of
service, which are usually a fraction of
the cost of the service. In Manitoba, for
example, residents pay fees to rent camp-
ing space in provincial parks, to obtain
certain governmental forms, or to obtain
some services in personal care homes. The
other is a generalized user fee found of-
ten in the form of premiums paid on top
of a programme supported by general tax
revenues. In this form, all residents pay,
as they do in Alberta, to finance their
public health insurance system.

Deregulation

When governments are persuaded to
loosen or abolish regulations for a par-
ticular area of private-sector activity,
the result might undermine their abil-
ity to maintain quality services. Reduc-
ing ‘government red tape,” for example,
often means making it easier for com-
panies to function without the labour,
environmental, and consumer protec-
tions that now exist. At a national level,
the Canadian government is under
pressure from US water companies, for
example, to reduce the controls on
natural water resources, so they can
export water (and make a great deal of
money doing so). Similarly, in recent
years Environment Canada has moved
a great distance towards allowing cor-

5 A US study found that 80% of privatization of programmes and services used contracting
out (Keon Chi and Cindy Jasper (1998) Private Practises: A Review of Privatization in State
Governments, figure 7, available at www.privatization.org/database/trendsandstatistics.html).

Canadian Centre for Policy Alternatives
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porations to set pollution and emission
standards for themselves and to moni-
tor their own compliance with those
less stringent standards.®

Business Thinking in Public Services

A somewhat surreptitious form of priva-
tization occurs when the values of the
marketplace frame the culture and or-
ganization of public service delivery. That
is, when a public agency is forced to “run
like a business” or “act like it is compet-
ing in the marketplace,” it is taking on
the character of a private company.

“Merit pay” and “bonus schemes,” for
example, supposedly provide incentives
for civil servants to do well in their jobs
beyond fulfilling the ideal of public serv-
ice. Corporate models of management
where the ultimate goal is profit making,
such as “total quality management” and
so-called “continuous-quality improve-
ment,” are imported into the public sec-
tor. Simplistic “cost-benefit analysis” and
“economies of scale” are other value-laden
assumptions that have permeated the
management of social services. The most
common form of privatization in health
care and education, for example, is to set
up a system of internal competition be-
tween institutions, especially hospitals
and schools. In the education system,
providing parents and students with
“vouchers” creates the appearance of com-
petition and market choice, but may only
force institutions to ‘market’ themselves
to the lowest common denominator. This
marketplace thinking assumes that citi-

zens are only consumers and that public
services are merely commodities.

Public-Private Partnerships

Public-private partnerships (P3s) are
used to build or refurbish facilities with-
out major short-term capital outlays by
government. In a P3 arrangement, a pri-
vate company or a consortium borrows
the money, constructs a facility, and then
recoups its investment plus profit, by
leasing the facility to the government.
Often, after a set period of time, owner-
ship reverts to the public authority. The
Charleswood Bridge in Winnipeg is one
example. In Ontario, the government
wants to build new hospitals on a P3
basis, and in Nova Scotia, several schools
were developed through P3 arrange-
ments. However, increasingly, the evi-
dence is that the public pays more for less
service with a P3.

Privatization by Default

There are two very subtle forms of pri-
vatization that result in what is being
called “privatization by default.”” One
is “implicit privatization,” which occurs
as limitations are placed on the mandates
of public programmes that then allow the
government to disengage from specific
responsibilities.8 This is setting a bound-
ary around a basket of basic services.
What falls outside the basket is consid-
ered non-essential and is, therefore, not
provided. When these services, which
were provided by a government-funded
activity, are excluded, people are forced

6 Maude Barlow (2005) Too Close for Comfort, Toronto: McClelland and Stewart, pages

178-183.

7 E.S. Savas (2005) Privatization in the City: Successes, Failures and Lessons, Washing-

ton, D.C.: C.Q. Press.

8 P Starr (1989) “The meaning of privatization,” in S. B. Kammerman and Kahn, A.J. (eds.)
Privatization and the Welfare State, Princeton: Princeton University Press.
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to get these benefits from non-govern-
ment sources (individuals, family mem-
bers, the voluntary and non-profit sec-
tors, or private businesses). Some priva-
tization in health care occurs in this way
as more and more procedures are ex-
cluded from coverage. Children’s den-
tistry services, some drug coverage, and
eye care coverage are examples.

“Privatization by attrition” involves re-
stricting publicly produced services in
volume, availability, or quality. Often the
result of cutbacks in funding, this form
of privatization can lead to rationing of
a service, which leaves the needs of citi-
zens unmet, and/or forces individuals to
purchase the services from the private
sector.? Moreover, rationing in this way
often favours the few: those individuals
who have the resources to buy services,
or those individuals who have the skills
and resources to use the inevitably more
difficult application procedures. One ex-
ample of this phenomenon is reduced
government funding of universities, com-
bined with bursaries provided for only
some students.

Both forms of privatization by default
transfer responsibility for the funding of
public services from the public sector to
the informal and voluntary sectors and
lead to public services that are residual
and available only in particularly excep-
tional circumstances.

Non-Profit Privatization

Government use of voluntary agencies
and non-profit organizations to provide
services may lead to restrictions in the
volume and quality of services and to
dilution of government responsibility,
but it raises some considerations differ-
ent from those involved in the use of com-
mercial organizations. The support of
voluntary and non-profit organizations
by governments can be ‘privatization as
community development” when govern-
ments empower community organiza-
tions to provide goods and services in a
non-bureaucratic manner, while build-
ing community capacity and honouring
local culture.10 Similarly, voluntary and
non-profit sector organizations can play
important roles in innovation, advocacy,
guardianship of democratic values, and
delivery of services, which large state bu-
reaucracies cannot effectively assume.!11
Yet, the capacity of the sector may be lim-
ited by this partnership with the state
as the state adopts a “third-party gov-
ernment”12 stance to contain its costs
and limit the scope of its responsibility.
At its worst, this can lead to the subor-
dination of the voluntary and non-profit
sector to become agents of government.
As organizations act like government
agencies rather than providers of com-
munity service, and professionalization
and bureaucratization take over, they
may lose their ability to serve the needs
of civil society.

9 lbid.
10 Ibid.

11 J.S. Ismael (1988) “Privatization of social services: A heuristic approach,” in J.S.
Ismael and Y. Vaillancourt (eds.) Privatization and Social Services in Canada, Edmonton:

University of Alberta Press.

12 L.M. Salamon (1995) Partners in Public Service: Government-Non-Profit Relations in the
Modern Welfare State. Baltimore: Johns Hopkins University Press
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Promoting Privatization

What is driving the trend toward priva-
tizing the supply and delivery of public
services? At its most general, privatiza-
tion appears to be driven by the claims
of cost reduction and efficiency. Advo-
cates of privatization argue that public
services have become too costly for the
quality of services provided, and that
private organizations can achieve the
goals of public service at a lower cost.
Advocates of public control counter that
services can be delivered economically and
effectively by civil servants given the ap-
propriate supports, management, and
operational authority.

It is also clear that privatization is driven
by the desire of private corporations to
find new opportunities for profit mak-
ing. Education and training, health care,
communication, and infrastructure op-
eration, historically seen as unprofitable,
now represent multi-billion-dollar indus-
tries to private corporations.

Part of the debate over whether or not
to privatize is also driven by changes tak-
ing place in Canada since the advent of
trade agreements signed in the last 15
years with the United States. The Free
Trade Agreement (FTA) and the North
America Free Trade Agreement (NAFTA)
have put pressure on the Canadian gov-
ernment to reduce taxes on business, lift
barriers to foreign ownership, eliminate
regulatory and quality controls on goods
and services, and reduce environmental
protection, therefore, generally reducing
its capacity and ability to provide qual-
ity services.

Globally, the average rate of corporate

taxes has decreased from around 45% in
the mid-1980s to just above 30% in 2003,
in all OECD countries (taken together).
In Canada, corporate tax cuts proposed
in the 2005 federal budget lowered our
federal corporate tax rate to just 19% and
the combined federal-provincial-munici-
pal corporate tax rate to 31% (which is
actually about 4% lower than the over-
all U.S. rate).13 These tax cuts on corpo-
rations, combined with similar tax cuts
for wealthy individuals, persistently high
unemployment, and the requirements of
the free trade agreements, put severe fis-
cal pressure on Canadian governments.

Since the FTA was signed in 1985, Cana-
dian social programmes have been cut to
match the generally inferior U.S. levels.
This process started just four months af-
ter the implementation of FTA when the
Mulroney government brought down its
1989 budget. It imposed cuts to Unem-
ployment Insurance, Old Age Security,
and federal transfers to the provinces for
health care and education. This pattern
of social spending cuts continued
through the mandate of the Progressive
Conservative government and was accel-
erated by the Liberals after they took of-
fice in 1993, especially in their 1995
budget, which included $29 billion in
spending cuts over the next three years.

Changes to unemployment insurance
(UL or EI as it is now called) in the last
decade are a stark example of this pres-
sure to downsize federal social pro-
grammes. The El system has been slashed
repeatedly by all federal governments to
conform to the lower standards prevail-

13 Thom Hartmann (2005) “Repeated corporate tax cuts signal return to a feudal society,”

CCPA Monitor 11, 10 (April).
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ing in the U.S.. In 1989, 75% of unem-
ployed workers in Canada qualified for
UI benefits (as compared to 52% in the
U.S.). By 1993 this had dropped to 57%,
and, by 2002, only 38% of jobless Cana-
dians could qualify for coverage.l4 These
deep cuts hurt more women than men
because women more frequently work
part-time and enter and leave the
workforce more often due to child-care
responsibilities. Similarly, in health care
alone, the federal contribution has
dropped from 50%, under the pre-CHST
(Canadian Health and Social Transfer)
Established Programs Funding, to just
13.3% in 2000.15

Canadian society has also become no-
ticeably more unequal in the free trade
era. Real incomes declined for most Ca-
nadians in the 1990s, with median fam-
ily income dropping from $43,500 in
1990 to $39,900 in 2004 (or 8.27%).16
While this decline can’t be blamed en-
tirely on free trade, it is undeniable that
the downward pressure on wages, the
loss of so many secure full-time jobs,
and the sharp cutbacks to social trans-
fer payments have contributed signifi-
cantly to rising inequality.

Free trade and other neo-liberal economic
policies have also led to a markedly more
unequal distribution of wealth. From
1984 to 1999, the poorest 40% of Canadi-
ans had their share of the nation’s total
wealth reduced from 1.8% of all personal
assets to just 1.1%. Over the same period,
the richest 10% of the population enjoyed
a rise in net worth from 51.8% of all
wealth to 55.7%.17 By 2005, the top 20%
saw their wealth increase, so that they
owned 75% of Canadian wealth (up from
69% in 1984), while the bottom 20% saw
their share drop by 43%.18 In terms of
income, during the free trade era, the
bottom 20% of families saw their income
fall by 7.6%, while the top 20% saw theirs
rise by 16.8% (1989 to 2004). Moreover,
the average Canadian wage increased by
8% in the free trade period, while the top
1% saw theirs increase by 64%.19 In the
context of increasing inequality, strong,
publicly delivered social programmes are
becoming even more necessary.

In these circumstances, tax cuts unavoid-
ably lead to under funding of public serv-
ices. One estimate suggests that in 2005
alone, tax cuts reduced the federal and
provincial revenue by $50 billion. If taxes

14 Andrew Jackson (2005) Work and Labour in Canada: Critical Issues, Toronto: Canadian
Scholars Press, page 34; Bruce Campbell (2006) “Record shows ‘free trade’ detrimental for
most Canadians,” CCPA Monitor 13, 3 (July/August).

15 Errol Black and Jim Silver (2004) Equalization: Financing Canadians’ Commitment to
Sharing and Social Solidarity, Winnipeg, Halifax, and Ottawa: Canadian Centre for Policy

Alternatives.

16 Statistics Canada (2006) “Distribution of Total Income by census family type, 2004,
constant dollars, annual,” Table 202-0408, available at cansim2.statcan.ca/cgiwin/
cnsmcgi.exe?Lang=E&RootDir=Cll/&ResultTemplate=CII /

Cll___&Array Pick=1&Arrayld=2020408.

17 Karen Hansen-Kuhn and Steve Hellinger, eds., Lessons from NAFTA: The High Cost of
Free Trade (Winnipeg, Halifax, and Ottawa: Canadian Centre for Policy Alternatives,

2003), page 97.

18 Statistics Canada (2006), “Study: Inequality of Wealth,” The Daily, December 13,
available at www.statscan.ca/Daily/English/061213/d061213c.htm.

19 Bruce Campbell (2006), op. cit
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and spending were maintained at 1992
levels, $103 billion more would have been
available for public services.20 Under
funding is inevitable as the need for so-
cial welfare assistance expands because of
increasing inequality, and programme
budgets shrink. Coupled with two dec-
ades of cuts to social programmes (docu-
mented in two previous CCPA State of
Public Services reports), there has been
pressure to find new ways of providing
services that are essential and necessary;
hence, privatization.

Canadians tend to be divided along eco-
nomic lines in their opinions about pri-
vatization. Business people and mobile
professionals, for example, tend to sup-
port more privately delivered services,
while social service providers and low-
income groups want to keep public serv-
ices in public hands. A large middle
ground, however, is dominated by peo-
ple with lack of knowledge and condi-
tional opinions. Several opinion studies
about the role of government demon-
strate this pattern.

It is likely the case that most Canadians
are comfortable with greater trade and
economic ties to the U.S., but there is no
doubt that many are adamant about
maintaining Canadian independence and
cultural autonomy. Similarly, EKOS Re-
search surveys have consistently found
that Canadian elites generally do not
want an activist government, and rank
efforts to clear the way for business (pre-
sumably, privatization of public services
fits into this category of activities) at the
top of their government “to-do” list. The
majority of Canadians, on the contrary,
show a desire for a strong government

“as an agent to address the problems in
our collective life.” Put another way, the
majority of Canadians see themselves as
citizens wanting community solutions to
social questions, “(not) as customers in
the private marketplace.”21

Thus, privatization is driven from sev-
eral directions: ideology, government fis-
cal policy, increasing need for public serv-
ices, and international treaties. Yet, it is
not clear that privatization is the solu-
tion to the problems for which it is pro-
posed. At the very least, there should be
considerable debate about its potential
costs and benefits for all Canadians.

Advocates and Opponents

Advocates of increased private delivery
of public services claim that governments
have become bureaucratic, technologi-
cally behind the times, and overpriced
because of labour costs. They say that
private companies are more mobile, for
example, and, therefore, can respond to
specific needs more quickly. Private busi-
nesses, it is argued, have the professional
expertise and most modern technology
because competition in the marketplace
forces them to keep up and to perform at
optimum levels, unlike government or-
ganizations. In some cases, proponents
of privatization will also say private busi-
ness has better access to investment capi-
tal than governments and can absorb
risks that governments cannot. Most will
also contend that government depart-
ments should, at a minimum, adopt a
business-like model for structuring and
evaluating their programme activities.
Outside these economic arguments, those
who oppose widespread public delivery

20 Ibid.

21 Murray Dobbin (1999) Ten Tax Myths, Vancouver: Canadian Centre for Policy Alterna-

tives-BC, page 33.
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of services tend to rank individualism
above other social and political values,
contending that individuals should be
responsible for their own welfare.

Those who advocate a strong public
presence in society are much more likely
to oppose the drift towards privatiza-
tion. Opponents of privatization, in gen-
eral terms, contend that all too often
when governments turn over services
to private contractors, it is more diffi-
cult to monitor, manage, and maintain
the quality and cost of services. Regard-
ing the issue of lower cost, the most of-
ten touted benefit of privatization, there
are several considerations that make that
claim dubious. In the first instance, and
as we show below on private-public
partnerships, government-based devel-
opments often have lower capital costs
because of their generally favourable
bond rating status. At the end of the day,
privatization may mean a lower nomi-
nal cost for a public service. However, it
often also means:

* that money is taken, in the form of
living wages, from the pockets of the
people who actually create and
deliver public services, and put it in
the pockets of people who manage
and own private service delivery
organizations in the form of man-
agement fees and profits;

* that a different and lower quality
‘product’ is being delivered;

* that the actual cost has not gone

down for services, but, rather, the
form of payment has been changed
(from taxes to price/user fees), and
often in ways that restrict access for
people who need the service.

Similarly, there is no reason to believe
that private organizations are inherently
more efficiently structured than public
organizations—both can be bureaucratic
and slow to respond to the needs of citi-
zens. Public bureaucracies, at the very
least, have the advantage of being ac-
countable to citizens.

The proponents of privatization tend to
be well funded, giving them access to the
ways and means of convincing citizens
that privatization is a more economic and
viable way of delivering public services.
As is clearly the case in health care, these
public relations campaigns often take the
form of a deliberate attempt to diminish
the public perception of the effectiveness
of the public service so that privatization
seems the only alternative.

Outside the financial and economic is-
sues, privatization also shifts the nature
of belonging to a community, changing
citizens into consumers (or merely tax-
payers), and changing public goods (like
education and health care) into com-
modities. In this sense, advocates of pub-
lic service believe that strong public serv-
ices enhance social cohesion and solidar-
ity, and foster fairness, equity, and a
sense of collective responsibility for in-
dividual welfare.22

22 Louise Tremblay, Frangois Aubry, Christian Jetté and Yves Vaillancourt (2000) “Introduc-

tion,” in Yves Vaillancourt and Louise Tremblay (eds.) The Social Economy: Health and
Welfare in Four Canadian Provinces, Black Point, NS: Fernwood Publishing.
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Public Service Areas

As in our previous reports, we examine
four main public service areas to analyze
the nature and level of privatization and
its observable results. This documenta-
tion and analysis are more a general over-
view than fully comprehensive. They do
provide, however, a clear understanding
of what is becoming a strong trend in
Manitoba. In each sector of health care,
education, municipal services, and social
services, we examine some of the key
forms of privatization.

Health Care

The public versus private23 debate in
health care should revolve around two
main issues. The first is about which
items should be included in a “basket”
of basic benefits. These are benefits, in
accordance with the five principles
enunciated in the Canada Health Act, that
tend to reflect values, held by Canadi-
ans, that all citizens are to receive medi-
cal services based on their needs and as
a right, rather than on their ability to
pay. At present, the Canada Health Act
mandates that consultations and proce-
dures involving licensed physicians and
all hospital stays be in this basket. Most
provinces, including Manitoba, have
added home care, extended care,
pharmacare (albeit sometimes limited),

public health, and some community and
mental health services to this basket.

Proponents of a public system seek to
expand the basket (for example, adding
dental care or a national pharmacare pro-
gramme), while the privateers seek to re-
move items and make them available only
to those who can afford to pay for them
directly or through the purchase of pri-
vate insurance. These items would then
cease to be available as a right.

The second focus of the debate is the de-
gree to which the private sector should
have a role in delivering, and even financ-
ing, the items contained in the basket.
The obvious example is the degree to
which services inside the public basket
are contracted out to private companies.
Private-public partnerships (P3s), often
used in the construction and manage-
ment of health facilities, are an example
of private financing of health services.
User fees, such as so-called deterrent fees
charged by hospital emergency depart-
ments, also privatize the financing of
health services even though they do not
contribute to private profits.

There are two strong reasons for vigi-
lance in keeping the basket of services
from even more shrinkage, and in keep-
ing private agents out of the public pro-

23 Terms frequently used in the debate are “public sector,

”ou;

independent sector,” and

“informal sector.” The independent sector includes both the for-profit and the not-for-profit
organizations. Whenever the terms “private,” or “private sector,” are used in this report, they
refer to the private-for-profit sector. In health care, this nearly always means multinational
corporations and, on the American continent, usually U.S. based. In this section, we are not
concerned with the not-for-profit sector as a coproducer of health care services with the
state. The informal sector in the health context involves any resources available from an
individual, or his/her family or friends, in cash (user fees paid directly to the service provider
or to a private insurance company) or in kind. In regard to in-kind services generally, the
smaller the public sector, the more the informal sector (usually women) has to pick up the
burden of care, unaffordable in the marketplace.
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vision of services. First, there are a
number of stresses and strains on the
present healthcare system in Manitoba,
all of which, if unattended, enable the
privateers to falsely represent themselves
as the saviours of the system.

One stressor is the increasing demands
on health care. A major source of this
increasing demand, largely ignored by
the health care system, is the determi-
nants of the health of the population.24
One such determinant is the increasingly
toxic physical environment in which we
live. Much of this involves the multitude
of carcinogenic chemicals used in all ar-
eas of our lives, and our chemically de-
pendent agricultural practices, which
have dramatically reduced the minerals
and vitamins available in our daily di-
ets.25 The privateers are not at all inter-
ested in facing this issue. Their profits are
derived from sickness, not health.26

A second stressor is increasing healthcare
costs. There is no doubt that costs have

risen in the past decade, but those who
seek to discredit the public system have
exaggerated the level. Between 1992 and
2006, healthcare expenditures in Mani-
toba, in relation to GDP, have risen less
than 1%.27 In fact, the single fastest ris-
ing cost is an area of the health care sys-
tem that is already in private hands:
pharmaceuticals. The cost of prescrip-
tions to Manitoba’s Pharmacare pro-
gramme nearly tripled between 1998 and
2004, while the number of prescriptions
served rose only 32%.28 If these costs
are to be brought under control, it is
the public sector that will do so, not the
private sector. This is already demon-
strated in the use of Reference Based Pric-
ing in British Columbia and other meth-
ods of price control.29

The much talked about waiting lists
are the third system stressor. This is also
a problem that has been exaggerated by
the privateers.30 Once again, insofar as
wait lists for various diagnostic or treat-
ment procedures are a problem, the pub-

24 A large body of literature exists on the determinants of population health. For a quick
reference, see Health Canada’s webpage: www.phac-aspc.gc.ca/ph-sp/phdd/determinants/
index.html#determinants. Twelve determinants are listed, of which only one is the quality of
the health care system itself. Links are also available to the evidence base for the signifi-

cance of each determinant.

25 Volumes have been written on this subject. One of the more recent and carefully docu-
mented is Graham Harvey (2006) We Want Good Food, London: Constable and Robinson.

26 Private insurance is a perverse exception. It profits from insuring healthy people, and
avoids insuring the sick whenever possible (e.g., so-called “pre-existing condition” exclusion
clauses common to most policies). A good discussion of private health insurance is Diana
Gibson and Colleen Fuller, (2006) The Bottom Line, Edmonton: Parkland Institute.

27 Figure derived from Manitoba Department of Finance (provincial GDP) and Canadian
Institute of Health Information (provincial health care expenditures) data.

28 The most recent year for which these figures are available is 2004. Note also that the
number of patients served during the period rose only 50%, suggesting that the aging
population has little to do with rising drug costs. An “aging population” is often put forward
by the privateers as a reason why the public health system is “unsustainable.”

29 See for example, Steve Morgan, et.al. (2003) Pharmaceuticals: Therapeutic Interchange
and Pricing Policies, Winnipeg: Manitoba Centre for Health Policy.

30 See for example, Gordon Guyatt (2004.)"Take waiting list horror stories with a grain of
salt,” Winnipeg Free Press, March 16. Dr. Guyatt is a professor of clinical epidemiology and

biostatistics at McMaster University.
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lic system has already demonstrated that
it can respond effectively. The publicly
funded non-profit Mount Carmel Clinic
in Winnipeg now guarantees access to
primary care within 48 hours, down
from five weeks, through a system called
Advanced Access. Alberta has reduced
waiting times for joint replacement sur-
gery from 46 weeks from the first appoint-
ment, to seven weeks.31 There are a host
of other examples that demonstrate
shortened wait lists in the public sector
through better systems, without any
major capital outlays or increases in op-
erating expenses.32

Finally, a major problem with the cur-
rent public system is that too many peo-
ple do not have easy access to primary
care (the first point of contact for a pa-
tient, usually delivered by a family phy-
sician). While there has been limited pri-
vatization of most primary care, drugs,
insurance, quick surgeries (e.g., cataract
surgery and joint replacement), and au-
tomated diagnostic procedures (e.g., CT
scans and MRIs) have attracted the most
attention from profit-seeking health or-
ganizations. Once again, there are illus-
trations that the public system is able to
respond to this difficulty itself. Neigh-
bourhood-based, community-controlled
but publicly funded community health
clinics have demonstrated their effective-

ness in this regard. Some of their success
is attributed to differential use of profes-
sionals such as nurse practitioners who
play a key role in triage.33

The second reason for asserting that vigi-
lance is needed to protect the public health
care system is that governments are fac-
ing a sophisticated campaign to promote
privatization. Among the loudest voices
are the corporate-funded think tanks,
such as the Fraser Institute and Manito-
ba’s Frontier Centre for Public Policy, as
well as those who seek to sell healthcare
services such as private clinics. Many of
these voices came together at a confer-
ence held in Vancouver in November,
2005. The conference was misleadingly
entitled Saving Medicare, but was, in fact,
a strategy session on how best to con-
vince the Canadian public to accept pri-
vatization in healthcare delivery. A part
of their strategy was to find all the nega-
tive wait list stories available and ensure
they had prominent coverage in the me-
dia.3¢ In addition to these voices, a vo-
cal segment of doctors is constantly ad-
vocating for more freedom to open pri-
vate clinics.35

Faced with cost pressures on the
healthcare budget, governments appear
to be given a way out by this campaign.
They can retire from the healthcare field

31 Personal interview, senior official, Manitoba Department of Health.

32 See for example, Michael

Rachlis (2004) Prescription for Excellence, Toronto: Harper-

Collins Publishers. Roy Romanow (2002) Building on Values: The Future of Health Care in
Canada, Ottawa: Queen’s Printer (also known as The Romanow Report) also has several
examples of better coordination reducing wait lists.

33 Both Rachlis (ibid.) and Romanow (ibid.) provide evidence of lack of access to primary
care. Romanow presented evidence supporting certain criteria for improved primary care,
while Rachlis provided descriptions and evaluations of successful community health clinics.

34 Thomas Walkom (2005) “The war on Medicare,” Toronto Star, November 19.

35 One recent testimony to this is the much-reported court action in Quebec, led by Dr.
Jacques Chaoulli and financed by a consortium of private clinics, which sought (successfully)
to overturn legal barriers in that province to private health insurance.
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bit by bit, and allow privatization by
default. The fact that overall healthcare
costs (public and private expenditures
combined) increase over time, and that
quality and access will likely deteriorate
for most people, will not concern the
politicians because most of a privatized
system will not be their headache any
more. The ideology of small government
and a tax-cutting agenda underlie this
drift towards privatized health care.

Our governments will have difficulty in
resisting privatization in the face of such
pressures unless there is vocal opposition
from an informed citizenry. Other prov-
inces and other nations have succumbed
to pressure to open their systems to pri-
vate providers, and the commitment of
the new federal government to a publicly
funded and delivered health care system
is very much in doubt.

Canada has moved less towards privati-
zation of health care than a few other
countries, and Manitoba has allowed less
privatization than other provinces. How-
ever, there are indicators of creeping pri-
vatization. We argue that the various
forms of privatization in health care do
not serve the interests of most
Manitobans. It should be noted, how-
ever, that because in Manitoba privati-
zation is currently more potential than
actual, our criticisms often draw on ex-
periences in other jurisdictions.

Sale of Assets

At time of writing, we have not had an
opportunity to study this form of priva-
tization in the healthcare field simply
because it has not yet become an issue in
Canada. However, the selling off of
healthcare assets, such as hospitals, is not
inconceivable. The example trumpeted by
the privateers is the sale of a hospital in
Stockholm, originally to a large pension
fund. It was later sold to private-for-profit
interests. This process has gone no fur-
ther in Sweden, but there is not yet evi-
dence in this particular case that would
support or not support the sale. How-
ever, there is no reason to believe that a
private hospital, which began as a pub-
lic one, would be any different from one
that was private from the start. In this
regard the U.S. is one of the best labora-
tories to test the claims of the privateers,
because all three sectors live side by side
and can be compared. The burden of the
research reported in respectable jour-
nals is that, in the U.S., the private sec-
tor does rather badly on both quality
of care and price compared to the non-
profit and public sector delivery.3¢ The
first stage of a research project carried
out by a McMaster University team in
2002 found a considerably higher
avoidable death rate in for-profit hos-
pitals and other medical facilities than
in non-profit or public hospitals in the
U.S.. In 2004, the same team found that,
in addition, the private hospitals aver-
aged 19% higher costs.37

36 For example, see D.U. Himelstein, et al. (1999) “Quality of care in investor-owned vs.
non-profit HMOs,” Journal of the American Medical Association 282, 2: 159-163; and E.M.
Silverman, et. al. (1999) “The association between for-profit hospital ownership and Medi-
care spending,” New England Journal of Medicine 336, 11: 769-774.

37 RJ. Devereaux, et al. (2002) “A systematic review and meta analysis of studies compar-
ing mortality rates of private for-profit and private not-for-profit hospitals,” Canadian Medical
Association Journal 166, 11; and RJ. Devereaux, et al. (2004) “Payments for care at
private, for-profit and private not-for-profit hospitals: A systematic review and meta analysis,”

Canadian Medical Association Journal 170.
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In a similar vein, a recent study of Mani-
toba personal care homes (PCH)38
sounds some notes of caution. Designed
to assess the quality of long-term care in
general, the study did find some differ-
ences between for-profit and public/not-
for-profit PCHs. Not-for-profit PCHs in
Winnipeg tend to have higher staff-to-
resident ratios, although this result is
qualified by the fact that the researchers
did not have access to staffing data for
all Manitoba PCHs. On the other hand,
in terms of what was termed “diagnos-
tic quality” (the extent to which care
home residents required hospital admit-
tance or needed to see a physician), the
rates for this quality indicator were
similar across all personal care homes,
except for the for-profit facilities in Win-
nipeg where residents were more likely
to require extra physician or hospital
care. In simple terms, on this indicator,
for-profit facilities performed more
poorly than public ones.

Implicit Privatization

Many services and procedures are out-
side the healthcare basket in that they are
not provided by the public system and can
be bought by patients who can afford
them. Included in this category are serv-
ices that were only recently removed from
the basket, such as children’s dentistry,
drug coverage for higher earners, and
some eyecare coverage. Although Mani-
toba’s basket is somewhat comprehensive,
there are clearly important items that
could be added. The obvious examples are
dental care and eye care, but there are a
host of others, such as physiotherapy or

athletic therapy. In addition, there are
items within the basket that need to be
expanded, such as the currently rather
limited entitlements to home care.

In Canada, expenditures on health care
from private sources are rising faster than
those from public sources. In Manitoba,
for example, inflation-adjusted per capita
expenditures from private sources rose
from 22.3% of total health expenditures
in 1992 to nearly 28% in 2005.39 Clearly,
an increasing number of healthcare serv-
ices are being purchased outside the bas-
ket. The rising cost of prescription drugs,
some always outside the basket and oth-
ers recently placed there by cost-cutting
governments, is one explanation for this
expenditure change. It is possible that in-
creasing private expenditures on home
care and extended care are also a factor,
but the hard evidence is not yet available.

Another threat to the existing basket is
the campaign promoting so-called “par-
allel” services, otherwise known as the
“third way.” A defining element of a par-
allel system is that physicians work si-
multaneously in the public and private
sectors. At present, all provinces except
Newfoundland prohibit doctors from
working in both systems, and many, in-
cluding Manitoba, do not allow doctors
to bill both the public and the private
system for the same procedure. Abolition
of one or both of these strictures, as re-
cently proposed in Alberta, would allow
for the “parallel” system to emerge.

Central to the justification of such a sys-
tem is the claim that wealthier patients
could purchase private insurance and be

38 R.J. Currie and C. De Coster (2006) “Assessing Manitoba’s nursing homes: Is good good
enough?” Winnipeg: Manitoba Centre for Health Policy, University of Manitoba.

39 Canadian Institute for Health Information (CIHI) (2005) National Health Expenditure

Trends, Ottawa: CIHI.

18 The State of Public Services in Manitoba, 2007



treated privately, thereby shortening wait
lists and generally taking pressure off the
public system. Extensive research exposes
the falsehood of such claims. The extent
to which doctors and other healthcare
professionals move to the private system
is the extent to which they are not avail-
able in the public system, which is
thereby weakened. For example, an
evaluation of cataract surgeries in Mani-
toba, when these were performed in both
systems, showed a lengthening of wait
lists,40 as did a major study in Australia
where the parallel system is wide-
spread.4l The “third way” takes re-
sources out of the delivery system,
thereby impairing the ability of the pub-
lic system to deliver the basket, which
has the same effect as taking items out
of the basket.

A less obvious reason for the “parallel”
system’s negative effect on Medicare is
that many of the procedures for which
patients wait are diagnostic. When these
procedures are delivered privately, the
queue is, in the first instance, jumped for
the diagnostic procedure itself. But, if di-
agnosis reveals the need for further in-
vestigation and/or treatment, the pri-
vately paying patient also moves ahead
of others in the public system who have
not yet had the diagnostic procedure. The
wait list for the follow-up in the public
system is again increased.

Finally, a major concern raised in the
U.K,, held up by proponents as a paral-
lel system success story, is the estimated

20% failed procedures in the private sec-
tor (mostly what should be routine hip
and knee replacements), which then have
to be picked up by the public sector. This
puts the issue of quality in for-profit
health care under the spotlight. The main
issue, however, is that such occurrences
place extra strains on the public system,
the opposite of the relief the private sec-
tor is supposed to provide for the latter.42

User Fees

User fees take a number of forms in health
care. They include direct payment by pa-
tients at the point of service for the total,
or a portion of, the cost. The latter in-
cludes deductibles (patient pays up to a
certain annual amount) and co-pay-
ments (patient pays a percentage of the
cost, after deductibles, if applicable). User
fees also include premiums paid to an
insurance scheme, either voluntary, as
with private insurance, or compulsory,
as in the Alberta and B.C. public schemes.
Everything outside the basket is, of
course, financed entirely by user fees, but
there is pressure to expand the fees for
services inside the basket as well. At
present, most of the basket of care in
Manitoba is covered totally out of gen-
eral revenues. Major exceptions are user
fees in the form of a sliding-scale deduct-
ible for prescription drugs, and co-pay-
ments based on ability to pay for extended
(nursing home) care.

Privatization proponents argue that
user fees have two main benefits for the

40 C.L. DeCoster, Leonard MacWilliam and Randy Walld (2002) Waiting Times for
Surgery: 1997/98 and 1998/99 Update, Winnipeg: Manitoba Centre for Health Policy

and Evaluation.

41 ). Hurley, et al. (2001) Parallel Private Health Insurance in Australia: A Cautionary Tale
and Lessons for Canada, (Policy Analysis Working Paper No. 01-12) Hamilton: McMaster

University, Centre for Health Economics.

42 Sarah Bosely (2006) “Private hip operation errors,” Guardian Weekly, March 17-13.
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health care system. First, they claim,
such fees provide extra revenue for the
system. Second, they claim that effi-
ciency is enhanced because user fees act
as a deterrent to careless use of the sys-
tem by patients.

User fees as insurance scheme premiums
do not appear to be beneficial. One prob-
lem with premiums in public schemes is
that they are usually a flat rate, violat-
ing a central principle of Canada’s taxa-
tion system: ability to pay. This kind of
user fee is really just a flat tax. Much
worse, in private schemes, people consid-
ered higher risk either can’t get coverage
at all, or they pay exponentially higher
premiums than others (the young,
healthy, and wealthy), thus penalizing,
sometimes prohibitively, the sick—the
very contingency for which insurance is
sought and (presumably) sold.

User fees charged at the point of service
are even more problematic. First, the rev-
enues generated are offset, in whole or
in part, by the costs of collection. Sec-
ond, we know user fees have a perverse
effect. “Abuse” of the system by patients
has always been more myth than real-
ity.43 User fees indeed have a deterrent
effect. However, it is most often not the
desired one. Studies show that only low-
income people are deterred from access-
ing physician or hospital services, and
they are nearly always those most in
need. 44 It is difficult to justify user fees
as an alternative, or even supplement to,
a system financed out of general rev-
enues. Even in the case of the wealthy, as
long as they are taxed in proportion to

their wealth, there is no justification for
double taxing in the form of user fees.

Contracting Out

In Canada, this is the most common
form of privatization. A few years ago,
the promoters of private health care
were arguing for a totally private sys-
tem —privately provided and privately
funded. Canadians were skeptical. The
“parallel” system was invented to allay
these fears, as was a greater emphasis
on contracting out. In this latter in-
stance, the public sector funds the serv-
ices and the private sector supposedly
delivers. Manitoba, along with most of
the rest of Canada, has not yet moved
very far down this road. Laboratory
services are performed privately in
Manitoba. But hospital-based proce-
dures, such as MRIs, are not contracted
out in Manitoba, nor are “day” surger-
ies such as joint replacements or cata-
ract surgery, although contracting of
these is under very active consideration
in some other provinces.

Several efforts to contract out services in
Manitoba by previous governments
have, in fact, been widely discredited and
should make the public very cautious
about further attempts. For example,
Home Care services were contracted out
on a limited basis in Winnipeg in 1997.
Very early in this ‘experiment,” the then
Minister of Health backed down from
claims that quality would be improved
and that there would be a savings of $10
million a year. It finally transpired that,
indeed, there would be neither any sav-

43 Noralou Roos, Evelyn Forget, Randy Walld and Leonard MacWilliam (2004) “Does
universal comprehensive insurance encourage unnecessary use? The evidence from Mani-
toba says no,” Canadian Medical Association Journal 170, 2.

44 R.G. Beck, and J.M. Horne (1980) “Utilization of publicly insured public health services in
Saskatchewan, before, during and after co-payment,” Medical Care 18.
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ings nor any improvement in quality.4
It also came to light that Olsten, the U.S.-
based, multinational contractor, had a
dubious record in its home country. It
was, at the time, and had been in the past,
the subject of a number of criminal in-
vestigations for false billings, failure to
carry out the plan of care, and oversell-
ing services to vulnerable patients. Be-
cause all these past actions had been set-
tled out of court, Olsten was able to say
that it had never been convicted.

In 1996 the Coalition to Save Homecare,
composed of concerned Manitoba citi-
zens, was formed in response to the pro-
vincial government’s discussions about
privatizing the home care system. The
fear of privatization of home care serv-
ices for people with disabilities was very
real. There was concern that the qual-
ity of service would suffer due to the
lack of a central body of accountability.
Fortunately, even the Conservative
government, although ideologically
committed to contracting out, discon-
tinued the experiment because its flaws
were all too obvious.

In Canada and Manitoba, however, the
most frequent contracting out is not so
much in core medical services as in ancil-
lary services such as food, laundry, secu-
rity, and cleaning. In Manitoba, a large
food-preparation service for all but the
two major hospitals is in effect, and caf-
eteria services for non-patients and staff
have been contracted out in St. Boniface
Hospital. Laundry services are con-
tracted in the Interlake region.

Even in the case of ancillary services, the
claims of the privateers do not hold up
to scrutiny. Both Misericordia and
Concordia hospitals have recently ter-
minated food-service contracts over is-
sues of quality (serving day-old sand-
wiches, for example) and poor manage-
ment. At St. Boniface, staff formerly
paid about $2.00 for breakfast, while
now they pay an on-site Tim Hortons
franchise about $8.00.46

But the most notorious discredited con-
tract in Manitoba has been the “frozen
food” contract made by a consortium of
hospitals (Urban Shared Services Corpo-
ration, USSC) with the huge U.S.-based
multinational, Aramark. Instead of con-
tinuing to prepare food in-house for each
hospital in Winnipeg, food was to be
trucked from Ontario to a centralized fa-
cility in Winnipeg, where it would receive
further processing (mainly being thawed
out) before being transported to each
hospital. How anyone imagined that
bringing food from Ontario, to be assem-
bled in a facility yet to be built, trucked
again to each hospital, and finally
warmed over before delivery to each pa-
tient would improve quality and price
beggars belief.

Aramark, incidentally, further profited at
the taxpayer’s expense by winning a con-
tract to provide “consulting and manage-
ment services” for the whole project. A
$32 million cost saving over the 20-year
contract was claimed. In the first year of
operation, costs were already $2.5 million
more than projected, despite lost jobs

45 Other commentators confirmed this, as well as the record of the contractor in the USA.
See, for example, Philippe Cyrenne (1999) Analysing Shared Service Contracts: The Case
of Food Services for Winnipeg Hospitals, Winnipeg: CCPA-MB; and Jim Silver (2000) The
Cost of Privatization: Olsten Corporation and the Crisis in American For-Profit Home Care,

Winnipeg: CCPA-MB.

46 Personal interview, emergency ward nurse, May 2006.
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predicted by Statistics Canada to be
around 350 two years into the contract,
and despite the fact that the two largest
hospitals were not yet participating (and
never did). In the first year of operation,
USSC reported nearly 700 patient com-
plaints about the quality of the food, and
patients in one hospital lost between one
and 23 kilograms in weight in the first
month of operation.4”

Another, and little known, contract for
ancillary healthcare services in Manitoba
was Smart Health. Begun in 1995, this
contract was signed with the Royal Bank
to provide information technology serv-
ices. The Royal Bank shortly thereafter
sold the enterprise and the contract to a
Texas-based company. In 2000, the plug
was pulled on the contract after a review
by the accounting firm Deloitte & Tou-
che found that the project was poorly
managed and had delivered a “low re-
turn.” This was a euphemism for say-
ing that $30 million had been swallowed
up by the contractor with almost noth-
ing produced by the time the contract
was terminated.

There is extensive experience with con-
tracting out in the UK since the intro-
duction of Compulsory Competitive Ten-
dering in 1983. The compulsory part was
abandoned in 2001, due to well-docu-
mented concerns over contractors’ low
wages and high staff turnover, as well
as, most disturbingly, significant in-

creases in the incidence of infections in-
curred during hospital stays.48 Such
findings make the term “ancillary serv-
ices” a bit suspect. On the contrary, clean-
ing and food services (carried out by the
lowest paid health workers) appear to be
rather central to patient health and
should not be so lightly hived off to the
private sector. Moreover, also in the UK,
claimed cost savings from using cheaper
labour, even if they were true, were
found to be more than offset by the high
cost of overseeing contracts.

Deregulation

A serious and immediate concern is the
weakening of the federal government’s
ability to assess product safety. Many
consumer products affect our health,
both directly (e.g. pharmaceuticals) and
indirectly (e.g. pesticides and herbicides).
This erosion of regulatory controls has
occurred over time, and involves two
parallel shifts. One is a change in the “cul-
ture” of the regulatory agencies. In re-
cent years, government regulators have
been urged to regard the product safety
applicants as “valued customers” on
whose behalf the service is being ren-
dered, as opposed to working primarily
on behalf of the citizenry. One conse-
quence of this has been “fast tracking”
applications. The other change has been
cutting back the staff and budgets re-
quired to do the job effectively. As a re-
sult, regulators now tend to rely on data

47 See Philippe Cyrenne (op. cit.). By way of an update, the present government has
engineered one change in that most of the food is no longer trucked from Ontario.

48 This has been well documented in a series of reports by the Department of Health (for
example, Department of Health, UK (2001)“National standards of cleanliness for the NHS,”
(April) and Department of Health, UK (2004) “Revised guidelines on contracting for clean-
ing,” (December)) ; as well as by workers (for example, in Unison (2005) “Cleaners voices:
Interviews with hospital cleaning staff” (London: Unison)). Similar difficulties were discovered
through research into B.C.’s contracting to for-profit providers in health care (see Jane
Stinson, Nancy Pollak and Marcy Cohen (2005) The Pains of Privatization, Vancouver:
Canadian Centre for Policy Alternatives-BC).
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provided by the companies themselves,
rather than data generated by regulatory
agencies. This is the case particularly
with the pharmaceutical industry, where,
as it currently stands, the quality, safety,
and effectiveness of pharmaceuticals can-
not be assured by any tax-supported
regulatory agency.

Another example of the pressure to
deregulate is the ongoing petitioning of
the Canadian Radio and Television Com-
mission by the corporate media, led in
this case by Manitoba’s CanWest Global,
to rescind the prohibition against adver-
tising of prescription drugs directly to the
“consumer.” Research has found that
such advertising leads to patient (“con-
sumers” in the eyes of advertisers and
drug manufacturers) pressure on physi-
cians to prescribe specific medication.
Sales are boosted, not as a function of
the efficacy or safety of the drug, but as a
function of skilful marketing.49 Prescrib-
ing and over-prescribing of costly brand-
name drugs has been one of the upward
cost pressures on health care.

Private-Sector Values and
Public-Sector Services

During healthcare debates at the Univer-
sity of Winnipeg in two successive years,
the Frontier Institute representative
pressed the merits of medical savings ac-

counts (MSAs) at every opportunity.
These were also praised in the privatiza-
tion-leaning Mazankowski and Kirby
reports.®0 MSAs are a proposed system
wherein the government gives each per-
son a sum of money each year to spend
on health care as s/he sees fit. Any sur-
plus from not spending that allowance
is kept by the individual. If an individual
needs more healthcare funds than are al-
lotted, they must pay from their own
means, except for “catastrophic” cost in-
surance included in some variations of
the scheme. This method of financing
health care introduces competition from
the private sector to health care. In theory,
“providers” (which are largely for-profit
firms) compete for the “consumers”
health dollars. The privateers market this
proposal using the seductive language of
“consumer empowerment” and “choice.”
Studies that have actually bothered to do
the arithmetic on the several variations
of MSAs, including one completed in
Manitoba, have shown that MSAs are
unsustainable because they place huge
amounts of healthcare dollars at the dis-
posal of the healthy, leaving commensu-
rately less for the care of the sick. The
Manitoba study concludes: “No formu-
lation will save the province money un-
less it imposes heavy taxes on the sickest
individuals, or sets the entitlement so low
as to, in effect, eliminate insurance cov-
erage.”51 Once again, it appears that pro-

49 See B. Mintzes, et. al. (2003) “How does direct consumer advertising (DTCA) Affect
Prescribing? A survey in primary care environments with and without legal DTCA,” Canadian
Medical Association Journal 169; and National Institute for Health Care Management,
Research and Education Foundation (2001) Prescription Drugs And Mass Media Advertising,
Washington, DC: National Institute for Health Care Management.

50 Alberta (2002) A Framework for Reform, Edmonton: Alberta Advisory Council on Health
(also known as the Mazankowski Report from the chair of the committee, Don
Mazankowski); and Canada (2002). Recommendations for Reform, volume six of The Health
of Canadians, Ottawa: Standing Senate Committee on Social Affairs, Science and Technol-
ogy (also known as the Kirby Report after committee chairman Senator Michael Kirby).

51 Evelyn Forget, Raisa Deber and Leslie Roos (2002) “Medical savings accounts: Will they
reduce costs?” Canadian Medical Association Journal 167, 2.
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posals of this kind are designed solely in
order to open the doors into health care
delivery for the private sector, rather than
to improve health care.

In the United Kingdom, where a similar
‘internal competition” has been imple-
mented, itis difficult to find evidence that
it has been beneficial to patients, while
there is plenty to the contrary. Implemen-
tation relies heavily on the development
of Performance Indicators (PIs) that of-
ten do not measure what they claim and/
or they lead to service perversions. An
example of the former is wait lists in hos-
pital emergency departments. Long wait
lists were a black mark against hospitals,
but the problem, in some instances, was
found to be the lack of access to primary
care within a region or particular popu-
lation. Another example was ‘hallway
medicine,” where the hospital was faulted
for having too many people waiting for
beds, when the problem was found to be,
at least in part, the lack of discharge al-
ternatives for patients already in beds. In
both cases a hospital can appear “uncom-
petitive” for reasons that are out of its
control. An example of how such meas-
urements lead to perversions in services
involved hospital death rates. Those with
the lowest death rates were considered
the most effective and, therefore, more
worthy of funding from the National
Health Service. It was later found that

these hospitals were sending patients
who needed palliative care home to die
in order to reduce their death rate. Some
of the evidence on PIs and other deriva-
tives of the market ideology, such as
merit pay, suggest that they divert en-
ergies into looking good rather than
actually being good.52

Private Public Partnerships

This form of privatization (P3) has not
yet been used in Manitoba, but is emerg-
ing in other provinces, mostly for con-
structing hospitals. Ontario signed a P3
agreement for hospital construction in
Brampton and in Ottawa. British Colum-
bia is planning one for Vancouver, de-
spite abandoning a similar plan for
Abbotsford. The Newfoundland and Al-
berta governments continue to pursue
the idea despite abandoning earlier P3
projects in healthcare facilities.

This flirtation with P3s, and the ever-
present possibility that Manitoba will
climb aboard the bandwagon, begs for
analysis and critique. For purposes of this
report, we look no further than a recent
report that examined 100 P3s.53 Thirty-
four of the case studies were Canadian.
The majority of the rest were from the
United Kingdom. Thirty of the case stud-
ies were in health care, and 24 of these
involved capital financing of hospitals.

52 These comments are based on the author’s recollection of numerous media reports in
the United Kingdom during 1994-95 when the debate on ‘internal markets’ was at its
height, and where the author was resident at the time. The author also studied Pls in
connection with post-secondary education in Canada (see University of Manitoba and
University of Manitoba Faculty Association (2000) Joint Committee Report on Performance
Indicators, unpublished, April 26.) The fact is that there is very little empirically based
research on the subject of Pls, and for the most part, the subject has died a natural death,
as it did in the University of Manitoba, precisely because of the obvious flaws. The privateers
continue to press the case for internal markets, however, including those that require heavy
use of Pls, because they open up any public system to private delivery.

53 Natalie Mahra, (March 2005) Flawed, Failed, Abandoned, Toronto: Ontario Health
Coalition, available at www.ontariohealthcoalition.ca.
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For all P3s, including ones involving
health care, the study found:

While P3 proponents claim that projects
come in “on time” and “in budget”, the
evidence does not bear out these asser-
tions. Many projects are late and serious
cost overruns are frequent. The bifurca-
tion of management or ownership of
public services entailed in these deals leads
to serious conflicts of interest between
corporations that seek to maximize prof-
its and public services that seek to meet
community needs and contain budgets,
leading to costly legal disputes and qual-
ity issues. Moreover, in the negotiation
of P3 deals, the public sector has not been
able to achieve P3 proponents’ claims of
value for money or risk transfer.54

Ontario has signed a P3 deal to pay $10.35
per day per long-term care bed financed
by the private sector. The effect is that
the public purse will spend $900 million
for beds that will be owned by the pri-
vate sector after the 20-year life of the
agreement—ijust as the crest of the baby
boomers reach 80. Both the Brampton
and Ottawa P3s have seen huge price
increases in lease agreements and in capi-
tal costs (in Brampton, $174 million more
than if financed by government). Both
have seen reductions in the number of
promised beds, and both have been
shrouded in secrecy, as has been the case
with the Vancouver negotiations. Very
similar flaws were found in the interna-
tional case studies with the addition of
nightmarish design and construction
problems (even to the point of ceilings
collapsing in one case). The study
presents a depressing litany of cost

overruns, delays, construction flaws,
quality problems, legal disputes, failed
contracts, and service cuts.

The hazards of P3s are so well docu-
mented that the only possible explana-
tion as to why governments would con-
tinue to pursue them (apart from the cor-
porate lobby and its false claims) is that
avoiding debt has become an eleventh
commandment.

Luxury Care for a Few

The most neutral language that can be
used to compare a publicly funded and
administered healthcare system with one
thatis largely privatized is that the former
provides good basic care for all, and the
latter provides luxury care for a few.
Moreover, the latter costs the public and
private purse combined about 50% more
than the former. The lead researcher of
the McMaster University studies, Dr.
Devereaux, was less kind to the priva-
teers in his summary when he said: “With
for-profit care, you end up paying with
your money and your life.”55

Bob Evans, a noted health economist,
calls the ideas of the privateers “zombies”
because, although the scientific evidence
keeps killing them, they keep coming back
to life. Evans notes, as have we in this
report, that the ideas of the privateers
tend to disadvantage the poor and the
sick, while they benefit the wealthy, the
healthy, and those seeking to sell health
services. So it is not surprising that the
zombies are so resilient. “They will al-
ways be brought back because of whom
they serve.”56  Our more efficient, effec-

54 ibid., page 4.
55 PJ. Devereaux (2002), op. cit.
56 Cited in M. Rachlis op.cit., page 296.
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tive, and equitable publicly funded and
delivered system was born in struggle.
The fight will need to be continued in
order to maintain and improve it.

Education

The Government of Manitoba adminis-
ters its educational responsibilities
through three ministerial departments:
Education, Citizenship and Youth, which
oversees the K-12 public school system,
Advanced Education and Literacy, which
addresses post-secondary education. A
third department, Competitiveness,
Training and Trade, is now responsible
for training, which was previously ad-
ministered under the banner of post-sec-
ondary education. Each department is
susceptible to the machinations of local
critics of public education who claim that
market forces are necessary to bring
about greater efficiency and more ac-
countability to their operations. “Public
education is threatened when it faces cuts
in resources that make the system less
able to meet the needs of students and
communities. But it is also threatened
when ideological preference for market
competition distracts it into profit-seek-
ing rather than focusing on the needs of
the students in its classrooms.”57

For the moment at least, the Manitoba
public does not seem to have an appe-
tite for a political agenda that gives pri-
ority to increased privatization of edu-
cation in the province. That may change,
however, with a different government
or from the other pressures on govern-
ments discussed earlier in this report.
Another government may favour priva-
tization in one or several forms: increased
funding for private schools; efforts to dis-

credit the public education system
through a return to increased standard-
ized testing; and cutbacks to funding of
core programmes such as music and
physical education (as a way to make up
for general provincial tax cuts).

Early in its first mandate, the present
NDP government blocked the incursion
of corporate interests who sought to de-
liver television programming (including
advertising) to high school classrooms
in exchange for free technology. It also
reined in the entrepreneurial activities of
a few school division administrators who
appeared to be using a provincial provi-
sion for adult education funding for per-
sonal gain. These actions appeared to sig-
nal the government’s commitment to pre-
venting widespread privatization of pub-
lic schooling in Manitoba.

Yet, as with healthcare, under funding
of education is creating pressure for
which privatization can be seen as an
antidote. Equality of access to appropri-
ate education programming for Manito-
ba’s students will continue to deteriorate
until the provincial government shifts a
much greater share of the direct funding
of education services from local school
divisions back to the province, and im-
poses school division amalgamations on
divisions that are unable to meet a mini-
mal capacity for service delivery. This
deterioration is particularly true for ru-
ral and northern school children, and
children with special needs throughout
the province. The scope and depth of this
problem is not easily assessed because
Manitoba, alone among Canadian prov-
inces, does not have program indicators
that provide data to describe in measur-
able terms, trends such as this.

57 Larry Kuehn (2002) “B.C. government promotes privatization and a market approach to

education,” Teacher (November/December).
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Current underfunding has also intensi-
fied debate over how taxation should be
collected and earmarked for education.
One proposition is that locally generated
property taxes should be eliminated and
replaced with a provincial levy on prop-
erty that is applied to the province’s gen-
eral operating fund. In this way, fund-
ing of K-12 education would be de-
linked from property taxes by being
funded from the province’s general op-
erating fund. Another proposition views
school division tax collection as essen-
tial to local control and input to schools.
While this link makes the funding of
public schools very vulnerable to tax-
payer discontent and creates some diffi-
culties, particularly for rural and north-
ern communities, it is worth preserving
the community relationship.

At the same time, it is difficult to say
how public education will be treated in
international trade negotiations con-
nected to the General Agreement on
Trade in Services (GATS) protocol of the
World Trade Organization (WTO). The
GATS agreement calls on member na-
tions to make offers that spell out which
parts of its service sector are available to
private offshore investment. In its most
recent offer to GATS in 2005, Canada
repeated that “public education” was not
open to global market forces. According
to the GATS, however, all that is needed
to test that assertion is for a single for-
eign corporation to convince its coun-
try’s trade officials that a challenge of the
Canadian position might lead to en-
hanced trade opportunities.

Heather-jane Robertson recently tied the
issue of Public Private Partnerships in
education to the GATS, noting that the
only government services truly exempted
from the application of GATS rules would
be those services provided exclusively by
the public sector for public benefit.58 The
escalation of the private sector’s role in
education represented by P3s could well
tip this balance. She notes that even
without P3 schools, education increas-
ingly fails to meet this criterion as the
private sector nibbles at its edges.

Public universities in Manitoba are in-
creasingly more active recruiters of for-
eign students, an activity central to the
GATS definition of a trade transaction in
education. Such university market activ-
ity has the potential to undermine the
Canadian GATS restriction to keep pub-
lic education closed to foreign private
interests. It would, therefore, be prudent
for the Manitoba government to clarify
how it defines public education, particu-
larly in the post-secondary sector where
it is most vulnerable.

Thus, there are a number of ways in
which the delivery of public education
in Manitoba continues to be compro-
mised by the forces of privatization. Some
of these methods are transparent and
obvious, but many are not. To use the
words of a US researcher, education has
been subjected to a relentless campaign
of “selling to schools, selling in schools,
and ... the selling of schools and of edu-
cation as a marketable commodity.”59

58 Heather-jane Robertson (2003), “Why P3 schools are D4 schools or how private-public
partnerships lead to disillusionment, dirty dealings and debt,” in sylvia fuller (ed.), Assessing
the Record of Public-Private Partnerships, Vancouver: Canadian Centre for Policy Alterna-

tives-BC, pages 12-13.

59 Molnar, cited in CFT/CCPA (2006), op. cit, page 4, emphasis in the original.
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Education for Sale: Private Schools

About 12,000 students attend just over
100 private Kindergarten to grade 12
schools in Manitoba. The majority attend
institutions affiliated with the Manitoba
Federation of Independent Schools, an
influential organization whose member
institutions are presently receiving pub-
lic funding at a rate of about half of the
per capita subsidy provided to the public
schools by the province. Although the
current government promised not to in-
crease public financing to private schools,
operating support has increased from
$34.7 million in 2000 to $43.1 million in
2005. Since 1990-91, direct funding and
shared service payments from govern-
ment to private schools has risen by
162.8%.60 Lobbyists for increased fund-
ing to private schools argue that their
schools are owed this funding because
all property owners pay property taxes.
The de-linking of property taxes from
school funding and the funding of pub-
lic schools from the province’s general
operating funds would provide some
immunity to this argument.

Apart from whatever market exists
among the largely middle-class custom-
ers who use Sylvan Learning Centres
to tutor their children, there is no sign
of any looming transnational corporate
presence in the K-12 sector. However,
public demand for such tutoring serv-
ices will increase as access to the spe-
cial resources of a good public system
diminishes.

Privatization by Attrition

Schools represent a huge investment and
profit opportunity for private businesses.
As schools struggle to cope with limited
funding and increased costs, they are
drawn into a web of commercialization
in order to fulfill their duty to our chil-
dren. Throughout Manitoba and Canada,
educators are hard pressed to refuse the
offers of private businesses rather than see
their students “go without.”

A 2006 report shows some trends in the
commercialization of schools that are
of concern. While the study combines
all three prairie provinces, its results are
applicable to Manitoba. In several ar-
eas, the prairies show higher levels of
commercialization than for Canada as
a whole:

* advertising space sold to corpora-
tions (12.7% in prairies versus 8.2%
of Canadian schools)

* cola contracts (for Coca-Cola, 25.7%
versus 16.4%)

* corporate-sponsored education
materials (64% versus 54.4%). One
of the issues raised by this practise
is copyright and ownership of
teaching resources, which, histori-
cally and “naturally,” teachers have
shared among themselves. With
the advent of corporate-produced
and -sponsored material, this
traditional practise could come
under question.6l

* corporate-sponsored incentive
programmes, which encourage

60 Manitoba Education, Citizenship and Youth, Annual FRAME Reports (1999-2000 and
2004-2005) Winnipeg: Department of Education, Citizenship and Youth. In 1990 private
schools in Manitoba received $16.4 million from the province (Manitoba Education (1991)
Annual Report, 1990-1991, Winnipeg: Department of Education).

61 cf. Larry Kuehn, op.cit.
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students, teachers, and parents to
buy or use a company’s products in
exchange for cash, school materials
or equipment (for the “Yes” pro-
gramme, 35.4% versus 29.5%;
Campbell’s soup label, 30% versus
20.5%; grocery store receipts, 3%
versus 8%)

* having charitable tax numbers
(52.6% versus 35.7%)62

The study also exposed a number of con-
sequences for public education reliance
on private funding sources:

* inequity. Schools and their sur-
rounding communities have vary-
ing ability to fundraise. Wealthier
neighbourhoods raise much more
money, thus increasing the inequi-
ties in the learning opportunities
for children from high- and low-
income families.

* funding that is unstable, or comes
with strings attached

* lack of educational quality control

e child health concerns. In BC, for
example, 27% of schools have an
exclusive marketing arrangement
with Coke or Pepsi. This figure is
consistent with the national one.

User fees have also become a normal part
of school funding. Seventy-nine percent
of Canadian schools charge students/par-
ents directly for various elements of their
schooling. For the prairies, in all but one
category, our schools more often charge
user fees than for Canada as a whole:

* supplies, 42% versus 33.6%

* programmes, 41.2% versus 20%
* trips, 70.3% versus 66.9%

* teams, 33.8% versus 24.2%

e clubs, 20.1% versus 12.4%

e other, 9.1% versus 13.3%%63

And all Canadian schools do significant
levels of fundraising. Too often, these
funds are used for basic necessities like
supplies and textbooks. As well, 92% of
teachers spent an average of $344 each in
the 2004-05 school year ($90 million na-
tionally) of their own money to buy
classroom materials and on class-related
activities (food, drinks, school supplies,
books) for their students. In fundraising
for library books, 42.5% of prairie schools
versus 49.4% of Canadian schools
fundraise to buy books for school librar-
ies. In Manitoba, revenue from private
organizations and individuals is signifi-
cant. While the amounts vary dramati-
cally from division to division and
among schools, between 1995 and 2005
this fundraising rose from $12.4 million
to $16.1 million.64

In addition, schools can be subjected to
a less obvious form of privatization in
the commercialization and the imposition
of a market ideology on curricula. For
example, an Ontario Department of Edu-
cation decision, described by Robertson,
added ‘money management’ to the high
school curriculum. This curriculum
taught students that “in the future” all
Canadian health care would be private,
that there would be no more public pen-
sions, and that everyone would pay for
their own education. Students were en-

62 CFT/CCPA (2006), op. cit, Appendix 1.
63 Ibid.

64 Manitoba Education, Annual FRAME Reports (1995/1996 and 2005/2006) Winnipeg:
Department of Education, Citizenship and Youth.
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couraged to start investing early in the
stock market in preparation for this new
environment. A disturbing aspect of this
move was the degree to which those
teachers involved did not challenge the
lesson plans.65

Another issue for the K-12 system is re-
cruiting foreign students. While there are
humanitarian, cultural, and pedagogical
benefits of having non-Manitobans in
classrooms, they are often used as a
money-maker for the system. In B.C., for
example, in 2000-01, school districts
charged an average $10,000 per student
but spent $5000 on each of those students,
for a profit of $5000 per foreign student.66

Selling University Education

The commodification of Canadian edu-
cation institutions in the global market-
place has all but erased the notion that
international student exchanges should
be valued in terms of cultural enrichment
or international development. This re-
definition has been promoted by inter-
national trade bodies like the World Trade
Organization through its call for the “lib-
eralization of services.” No service sector
in Canada is more exposed to this dan-
ger at the present time than post-second-
ary education. Since 1995, when the fed-
eral government stopped contributing
operational funds, public universities
have been pushed into the rapidly ex-
panding international education market
to make up the shortfall. It is also true
that because Canadian universities are
well respected in the academic world, the
ease of exploitation has tended to pull
them into the global market. Thus, in-
ternational students, for example, have
become trade items, to be recruited as

commercial commodities. As attractive as
it may appear to be for public universi-
ties, a host of problems arise from this
kind of market participation.

The liberalization of post-secondary edu-
cation carries the expectation that gov-
ernments make room in their jurisdic-
tion for the provision of private service
delivery, a development that introduces
new corporate models of university gov-
ernance and institutional structure that
are very much at odds with the tradi-
tional public university in Canada. This
poses a major problem for neo-liberals
because the integrity of university edu-
cation in Canada has placed great em-
phasis on the structural arrangements
inside universities. The neo-liberal so-
lution to this challenge is to establish a
new mechanism to determine academic
credibility, one that ignores structural
questions in favour of market oriented
performance indicators. The Council of
Education Ministers in Canada (CMEC)
is presently developing what it antici-
pates will become a national protocol.

Manitoba post-secondary education
policy since 1997 has anticipated the
emergence of market forces on education
services, but this has muddied the con-
ception of what it means to be a public
university. For those who accept the in-
evitability of a world dominated by glo-
bal corporate capital, current post-sec-
ondary education policy represents the
application of good common sense. How-
ever, academic principles are being chal-
lenged by these changes, which could
undermine the authority and credibility
of the post-secondary educational system
in the province.

65 Heather-jane Robertson, op. cit
66 Larry Kuehn, op. cit
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The increasing encroachment on public
university research by corporate interests
is distressing in this respect. The Olivieri
case at the University of Toronto is prob-
ably the most infamous Canadian exam-
ple of the dangers associated with busi-
ness-directed research. In this case, Dr.
Olivieri discovered that the drug pro-
duced by her corporate funder posed a
public danger, but she was prevented
from publishing her findings. The con-
tract between a public university and a
private interest became untenable when
its terms violated the public interest. If
not for the tenacity of the professor, the
findings in this case might still be un-
known to the public.

Increasingly, government has sought to
tie public grants to researchers’ ability to
generate private resources. No doubt the
strategy is cost effective. It is, however,
bound to have an impact on what gets
studied, how it is examined, and how
findings get reported. In the end, the in-
tegrity and autonomy of the university
are compromised. And, given that cor-
porations are not likely to abandon the
practice of tying their financial contribu-
tions to specific kinds of research, the only
way to combat the growing corporate
influence in the universities is to inject
more public money into research.

Universities are also developing separate
institutional means to allow them to as-
sociate with the private sector more
freely. For example, ‘Smartpark’ is a sub-
sidiary corporation established by the
University of Manitoba in the late 1990s.

The mandate of Smartpark is to lease cam-
pus land and buildings to research-ori-
ented businesses. Viewed from the stand-
point of capital growth and job creation,
Smartpark is a success. The complex has
grown to seven buildings and presently
employs over eight hundred workers.6”

The project has not come without cost
to the university, however. In 2002, re-
searchers at the University of Manitoba
were granted money by the Social Sci-
ence and Humanities Research Council
of Canada to make a documentary about
the introduction of Genetically Modified
Crops (GMCs) to the west, and how these
were being received by rural Canadians.
The film proved to be very critical of the
dominant supplier of GMOs, the Ameri-
can biotechnology giant, Monsanto. U
of M officials tried to stop the release of
the film, Seeds of Change. Considering that
the university announced that Monsanto
was moving its Canadian operations
headquarters to Smartpark soon after, it
appears there was a commercial motive
to their objections to the film.68

It seems trite to say that public universi-
ties must be accessible to all eligible citi-
zens, and this includes the expectation
that their degree programmes are afford-
able. The financial burden of getting a
university degree has become so great
that it is a deterrent to enrolment and
completion. Universities are no different
from any other public institution; they
must promote social justice and there can
be none of that in the absence of a com-
mitment to accessibility. A similar fund-

67 Manitoba, “Federal-Provincial Partnership Funding Announced for University of Manitoba
SMARTpark Project.” News Release, 15 October 1999. http://www.gov.mb.ca/ia/edpa/
uofmanitoba.html. Note also, Martin Cash, “Smartpark constructing 7th building at Uof M,”
Media Centr, Canadian Manufacturers and Exporters, 22 April 2005. http://www.cme-

mec.ca/mb/media.asp?id=442.

68 Jim Sanders, “Monsanto, Lawyers, Lies and Videotape,” Canadian Dimension. Septem-

ber/October 2005.
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ing obligation exists if government is se-
rious about promoting quality program-
ming at public universities. The recruit-
ment and retention of full-time faculty,
manageable class size, adequate library
complement, sufficient teaching and re-
search resources, maintenance of capital
infrastructure, and all the other ingredi-
ents that are necessary for provisioning
superior quality institutions of higher
learning must be present. It is the respon-
sibility of government to devise policy
that will establish the conditions in
which the pursuit of knowledge and
truth, student accessibility, and institu-
tional quality are enhanced without im-
pinging on university autonomy.

Market Models for
University Governance

University autonomy is sometimes diffi-
cult for governments. While they may
recognize some forms of academic au-
tonomy, governments have a propensity
to make the claim that they are entitled
to interfere in the traditional decision
making process of the universities on the
grounds that they are the largest source
of financial support. University admin-
istrators and boards of governors (which,
in Manitoba, are generally dominated by
government appointees) are usually in-
clined to bend to government desire. The
internal university structure is not con-
structed in the same bureaucratic fash-
ion as other corporate institutions, how-
ever. The university has a bicameral
structure, in which the board of gover-
nors has responsibility for operations,
and the senate (the majority of whom are
academics) has authority over matters of
programming. The collegial structure of
a senate is meant to ensure that academic
considerations will take precedence over
all else. Critics charge that this power,

coupled with their unionization, gives
faculty far too much influence in univer-
sity affairs, leading to gross inefficiencies
of time and resources.

Over the past two decades, in Manitoba
and elsewhere in Canada, there has been
criticism of tenure for professors as a
structural deficiency that is said to serve
little purpose beyond protecting their si-
necures. The dawning of the new glo-
balized knowledge economy has been
sufficient reason to encourage reform,
but the 1995 strike by academics at the
University of Manitoba served to con-
firm that need from the perspective of
the government of the day That was the
context that brought about the Council
on Post-Secondary Education Act (COPSE)
in 1997. Its mandate (see section 3.1 of
the Act) is: “to plan and co-ordinate the
development of a post-secondary educa-
tion system in the province that pro-
motes excellence in and accessibility to
education, supports the co-ordination
and integration of services and facilities,
and promotes fiscal responsibility.”

COPSE was established as a department
secretariat having a quasi-independent
relationship with government through
a citizen council (that it appointed) to
decide which new programmes should
receive funding. But the Council was also
empowered to impose institutional per-
formance indicators. Faculty associations
and student organizations in Manitoba
launched a campaign to remove the of-
fending clauses, all to no avail, of course,
because that would have defeated the
very purpose of the COPSE legislation—
to erode the autonomy of public univer-
sities. COPSE has not attempted to use
this latter authority, but the very exist-
ence of that power has continued to
strain relations between government and
academic unions in the province.
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The new body was initially established
to deal with two types of institutions: the
four public universities (Brandon, Mani-
toba, St. Boniface, and Winnipeg) and the
three public colleges (Assiniboine,
Keewatin, and Red River). The following
year, six, independent, faith-based col-
leges/universities (Steinbach Bible, Provi-
dence, William and Catherine Booth,
Canadian Mennonite Bible, Concord, and
Menno Simons) were brought under the
COPSE umbrella, justified on the
grounds that each received a small per
capita government grant but also to
stimulate greater coordination in post-
secondary education. By 1999, the latter
three colleges had been amalgamated
through legislation to become the Cana-
dian Mennonite University.

The state restructuring of university
governance associated with the coordi-
nation of post-secondary education, a
key objective of the COPSE legislation,
is being opportunistically pursued by
the current government. The changes
that are taking place are systemic, but
they are also fragmented and uninten-
tional. That is, while they may not be
systematically designed to uphold the
privatization agenda, they are pursued
because they allow the government to
meet their political goals. In effect, they
fundamentally alter long-standing struc-
tural arrangements among the post-sec-
ondary institutions in the province. The
ambition—to bring greater flexibility
and efficiency to operations at a time
when public resources are in short sup-
ply —is not objectionable in itself. That
objective must not compromise the in-
tegrity of the university system or any
of its parts, however.

Another change that is taking place in
Manitoban universities, that is a reflec-
tion of market forces creeping into aca-

demic institutions, is found in their ad-
ministrations and fundraising initiatives.
Partially because of funding reductions,
universities have scaled up their
fundraising from alumni, the public and
private foundations. They often employ
more fundraisers or contract fundraising
events. This has led to a greater sensitiv-
ity of universities to meet private donor
requests—names on buildings or pro-
grammes to a chill on activities that could
be seen to criticize donors—and new ef-
forts to show how curricula are respon-
sive to market needs.

There have been three important govern-
ment measures taken since 1999 that have
become implicated in the quest to rede-
fine the nature of public universities in
Manitoba. Each represents an adjustment
of the state institutional structure in an-
ticipation of the emergence of a freewheel-
ing globalized market in university edu-
cation. Of the three issues that will be
taken up here, inadequate public fund-
ing, the establishment of the University
College of the North (UCN) in 2005, and
the recently introduced Degree Granting
Act, only the latter seems to apply directly
to globalization. Considered in isolation
from the larger context, each of these
policy decisions has been praised by those
who value quality higher education that
is accessible to all Manitobans.

Funding Deficit

The government is obliged to do its ut-
most to establish conditions in which
public universities are able to provide
quality education. Modest funding in-
creases since 1998 have failed to fill the
funding gap left by the cuts of the 1990’s.
University administrators contend that
their institutions are not receiving
enough government financial support to
offset what they see as student-generated
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revenue lost to the tuition freeze. In the
summer of 2005, the boards of governors
at Brandon University and the Univer-
sity of Manitoba announced that they
intended to increase ancillary fees by sev-
eral hundred dollars. To quell student
outrage that quite rightly saw the action
as a tuition increase by alternative means,
the government offered the universities
more cash in exchange for reductions in
what are essentially user fees. The boards
at Brandon University and the Univer-
sity of Manitoba used the same tactic
again this past summer with the Univer-
sity of Manitoba reporting that it needed
$9.3 million more if it was to maintain
existing programming.

The Manitoba government has pro-
claimed that its tuition freeze is a cen-
tral component of its post-secondary
education policy, and it certainly rep-
resents an important deviation from the
neo-liberal willingness to let market
forces into the sector.

An answer to the financial shortfall is
apparently at hand, at least in part. The
government continues with the cam-
paign to recruit foreign students. There
is a half-hearted attempt to rationalize
this as a humanitarian gesture in sup-
port of third world development, but
the motivation is clearly commercial.69
It is also tied in with their campaign to
increase immigration. The Annual Re-
port of the Department of Intergovern-
mental Affairs and Trade (DIAT) for
2004-05 states that the economic impact
of international students in Manitoba
was over $50 million annually and that

it was expected to grow by 20% in the
current year.70

Differential fees are not a new phenom-
enon in Manitoba, but the discrepancy
continues to widen between what Cana-
dians and non-Canadians pay. The re-
cently revised tuition schedule at the
University of Manitoba, for example, will
have international students registering
in science pay over $10,000 per year, three
times as much as Canadians will be
charged. Defenders of the increase argue
that the widening tuition gap is justified
on the grounds that Manitoba taxpay-
ers are footing a large part of the bill for
post-secondary education in the province
and they deserve some financial benefit.
They fail to consider the long-term effects
of a bifurcated fee strategy, however. First,
colleges and universities will be chal-
lenged to reconcile the commodification
of services to their international student
population with their traditional public
responsibilities. As Manitoba educational
institutions become more engaged in the
international recruitment market, boards
of governors will be pressed to set inter-
national tuition rates that are compara-
ble to overseas competition. Once that
global market niche is located, the inter-
national fees may well come to serve as a
benchmark for all tuition fees.

The prospect of increasing the number
of foreign students in the province has
also led the Manitoba government to
encourage all post-secondary institutions
to “internationalize” their programmes.
At this stage of its development, the pro-
vincial policy on internationalization

69 Manitoba, Department of Advanced Education and Training (DAIT) (n.d.) “International
education” (available at www.gov.mb.ca/ie/welcome.html); Manitoba, Department of Inter-
governmental Affairs and Trade, (n.d.) “Reaching beyond our borders: The framework for

Manitoba’s international activities” (available at www.gov.mb.ca/international/vision.html).

70 Manitoba, DAIT (2005) Annual Report 2004/05, Winnipeg: DAIT, page 47.
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does not yet reflect the breadth and depth
of adjustments that are being urged by
one Canadian proponent: “the interna-
tionalization of universities relates to all
the objectives, processes, structures, ac-
tivities, and results that bring elements
of global information, action, and deci-
sion-making to bear on all levels of uni-
versity life, whether in teaching, research,
or service to the community.”71

The internationalization movement is
largely silent about how its globalization
agenda might compromise the interests
of the public universities. There are a
variety of interests at work in the inter-
nationalization lobby, many with pro-
gressive inclinations, but these are over-
shadowed by the ambition to participate
in the emerging global post-secondary
education market.”2 The call to interna-
tionalize programming is market-driven;
it seeks to establish an internationally
approved set of quality indicators meas-
uring student outcomes in order to ra-
tionalize the new global post-secondary
education industry.”3 The main aim is
to legitimize the academic degrees offered
by private universities by providing them
a path to academic credibility, while side-
stepping the crucial expectations that
have traditionally defined public univer-
sities in Canada. Although it has never
actually admitted so publicly, there is
good reason to suspect that the Mani-
toba government supports this develop-
ment, not because it wants to bring new

private players to the post-secondary
education sector, but as a means to el-
evate the academic credibility of institu-
tions that do not conform to normal
university structure that already operate
in the province.

The international student market is im-
portant to Manitoba’s private faith-
based colleges and universities, but they
feel handicapped in the trade because
they lack the academic accreditation of
the public schools. The government
seems to be banking on the availability
of a different test for accreditation from
what is now available. The introduction
of its “International Student” website
tells its would-be customers that, in ad-
dition to blue skies and friendly locals,
Manitoba offers “An internationally rec-
ognized education, in leading-edge fa-
cilities, from first-rate teachers and pro-
fessors.”74 The broad sweep of the state-
ment is misleading, however, because
not all degrees offered in Manitoba are
internationally recognized. At this
point, only the four public universities
have any claim to that status.

The Association of Universities and Col-
leges of Canada (AUCC), the body rep-
resenting university and college presi-
dents, has long been recognized as the
national organization empowered to
maintain the terms and conditions of in-
stitutional qualification and to decide
which Canadian institutions meet those

71 Jean-Pierre Lemasson (1999) “Introduction: The Internationalization of Canadian Univer-
sities,” in Sheryl Bond and Jean-Pierre Lemasson (eds.) A New World of Knowledge, Ottawa:
International Development Research Centre, page 4.

72. D. Henley (2000) “Book Review of A New World of Knowledge: Canadian Universities
and Globalization (by Bond and Lemaisson )” Canadian Journal of Higher Education 30, 3.

73.0rganization for Economic Cooperation and Development (OECD) (2006) “Summary of
Chair of meeting of OECD Education Ministers, Athens,” Paris: OECD, page 2.

74 Manitoba International Education Branch (n.d.) "Reaching Beyond our Borders,” available

at www.gov.mb.ca/ie/intl_students/index.html.
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standards. The AUCC, however, has con-
ventional rather than legal authority to
serve as a national body of academic ad-
judication. The AUCC accreditation proc-
ess continues to rely almost exclusively
on structural considerations, such as in-
stitutional autonomy, the powers of
boards of governors and senates, and
academic considerations, such as aca-
demic freedom and tenure.”> Many of
them are rather nebulous, to be sure, but
they are also features that private uni-
versities have difficulty achieving. The
present arrangement, perfectly suited to
the Canadian context where public col-
leges and universities dominate in the
post-secondary education institution sec-
tor, is found deficient in the new global
world of higher education. The interna-
tional student market that the Manitoba
government is presently promoting is
tied to the expectation that the domes-
tic post-secondary market be made ac-
cessible to private institutions. And so
a new set of regulations governing in-
stitutional accreditation is crucial to the
rationalization of the global market in
post-secondary education.

A new format for measuring the academic
credibility is already under construction
by a second national body, the Council
of Ministers of Education in Canada
(CMEC), the organization of provincial
ministers from across the country. A com-
mittee of the CMEC is presently drawing
up a protocol that generally ignores con-

sideration of university structures, and
has no public input or oversight.76 It will
be interesting to see how any new regime
that emerges from that work will be rec-
onciled with the AUCC accreditation
process. There can be little doubt at this
point in developments that the federal
government, with the support of all the
provincial governments, intends to im-
pose some sort of new academic adjudi-
cation process on new post-secondary
institutions in Canada. It is impossible
to predict what impact this will have on
established public universities.

Redefining University: University
College of the North

The University College of the North Act seems
to have been constructed in anticipation
that some version of the new CMEC pro-
tocol will be put in place. It is a risky
strategy to proceed in its absence, as is
evidenced in the ongoing dispute be-
tween the Minister of Advanced Educa-
tion and Literacy and the Canadian As-
sociation of University Teachers (CAUT).
Because UCN is a provincial institution
that has the legal power to grant degrees,
the national academic body takes particu-
lar exception to two structural features
of the UCN legislation. The first concerns
a clause that gives the Minister the power
to impose programming changes in the
school, a clear violation of the principle
of institutional autonomy. The second
concerns the lack of academic power

75. Association of Universities and Colleges of Canada (AUCC) (n.d.) “Application for institu-
tional membership,” available at www.aucc.ca/about_us/membership/applications_e.html;
“Overview of provincial and regional quality assurance mechanisms in Canadian higher
education,” available at www.aucc.ca/qa/reg_prov_qgas /index_e.html.

76.CMEC has joined with Statistics Canada to issue the report, “Education indicators in
Canada: Report of the Pan-Canadian Indicators Program, 2005,” available at
www.statscan.ca/english/freepub/81-582-XIE/81-582-XIE2006001.htm. On the CMEC
effort to develop the new protocol, see Advisory Committee of Deputy Ministers of Education
(2004) “Assessing the quality of new degree programs and new degree-granting institutions,”
Draft Consultation Document, Ottawa: CMEC, October 14.
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given to the Learning Council, the sen-
ate-like body of UCN. Neither govern-
ment spokespersons nor the people at
CAUT have raised the problem directly
with the public, but, ultimately, the is-
sue at stake—the quality of the degrees
that will be conferred at UCN —is abso-
lutely necessary at the outset. For her
part, the Minister has offered little more
substantive assurance than her conten-
tion that the structural arrangements do
not compromise the academic integrity
of UCN because she says they don’t. The
much repeated statement that UCN is not
a university but a university college is
really irrelevant to the CAUT position:
it holds that it must be academics who
determine programming in any credible
institution of higher learning.

In a related development, the govern-
ment has informed the staff of the
Brandon University Northern Teachers
Education Program (BUNTEP) that the
access mandate to educate teachers in
northern Manitoba will be transferred to
the northern school in July 2007. There
is nothing particularly surprising about
this development, although the timeline
to complete the transition is exceedingly
short, given that UCN has not yet de-
veloped an Education program and its
Dean of Education resigned abruptly in
December 2006. Meanwhile, discussions
about how academic appointments in
BUNTEP, covered through the Brandon
University Faculty Association (BUFA)-
Brandon University Collective Agree-
ment, will be accommodated at UCN have
not yet begun and the possibility of
CAUT censure is bound to exacerbate an
already difficult personnel transfer. This
predicament is entirely of the govern-
ment’s making and it is likely to persist

until the dispute with CAUT is resolved.
In the meantime, the academic reputa-
tion of the University College of the
North is being undermined when it most
needs bolstering.

Re-Defining University:
Degree Granting Act

Introduced at the spring session of the
legislature, the Degree Granting Act pro-
vides the Minister of the Department of
Advanced Education and Literacy (or
COPSE) with the authority to determine
the terms and conditions that must be
met before the province will bestow de-
gree-granting powers to any new post-
secondary education institution in Mani-
toba. The legislation is welcome, as it rec-
ognizes the need to protect citizens from
disreputable enterprises whose profit
motive completely overwhelms their re-
sponsibility to provide quality academic
programming. There is good reason to
suspect that the Act is intended to accom-
plish much more than merely repress
suspect degree-granting mills, however.
Consider, for example, that in the press
release that accompanied the public an-
nouncement of the Degree Granting Act, the
Minister stated that its intent was to en-
sure “that degrees earned from post-sec-
ondary institutions in Manitoba will
have the confidence of students, gradu-
ates, and employers.”77 She does not
seem to appreciate that the CAUT criti-
cism of the department’s policy with re-
spect to UCN has already undermined
public confidence in the new school.
Under the circumstances, the decision to
“centralize authority to use the term
university” can hardly be comforting to
those whose confidence in the govern-
ment is already low.

77.Manitoba (2006) “McGifford introduces proposed legislation designed to protect post-

secondary students,” News Release March 22.
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The Degree Granting Act might also serve
the COPSE objective of establishing
greater powers to coordinate the post-
secondary education system in the prov-
ince. Consider, for example, that the three
original organizational categories
adopted by COPSE—the public univer-
sities, the faith-based colleges, and the
community colleges—seem to be under-
going revision. The Canadian Mennonite
University (CMU) is now listed on the
COPSE website as being both a public
university and a religious institution.
However, this private university has not
changed its operational structure and its
tenure provisions require that individu-
als subscribe to a particular creed. In the
same vein, degrees offered by Steinbach
Bible College have received official gov-
ernment recognition through the Degree
Granting Act, but does this legal recogni-
tion also carry academic legitimacy? And
if CMU is a public institution, why is
the Steinbach institution not likewise
recognized? The Degree Granting Act
grants powers to the Minister to decide
which institutions are eligible to grant
degrees, but it does not communicate the
criteria of that decision-making process.
The contflict between the provincial gov-
ernment and CAUT over UCN has al-
ready revealed that the protection of aca-
demic integrity has little traction in the
development of policy in Manitoba’s
post-secondary sector. There is ample
reason to be concerned about the pow-
ers that the Degree Granting Act bestows
on the Minister’s office.

Conclusion

Thus, privatization is creeping into
Manitoba’s education system, largely
unnoticed, through adoption of, and
adaptation to, market dynamics. The de-
cision by the Department of Advanced
Education and Literacy to encourage

every university and college in the prov-
ince to enter the international education
market has been accompanied by a gov-
ernment effort to redefine the meaning
of academic education in Manitoba. The
project that began in the 1990s is in ef-
fect, still being pursued as the NDP gov-
ernment has not taken steps to reverse
the direction. It is noteworthy that there
has been almost no political opposition
to the present course of developments,
which might suggest that it is high time
that all the political parties in the prov-
ince present a fully developed conception
of their plans for Manitoba public post-
secondary education.

Municipal Services

Local governments are under relentless
pressure from citizens to both expand
and improve services while keeping tax
rates under control. Citizens want rec-
reational opportunities such as parks,
walking trails, and golf courses, as well
as better housing, downtown rejuvena-
tion, and economic development. At the
same time, cities are faced with the esca-
lating cost of infrastructure maintenance,
including replacement of sidewalks or
sewers and the reconstruction of roads,
and service delivery of public transit,
waste recycling, water and wastewater
treatment, and garbage collection.

The sources of revenue available to local
government to pay for these demands
appear limited. Most cities are funded by
some combination of property taxes,
business taxes, personal taxes via federal
and provincial government grants, and
user fees. In Brandon, which phased out
its business tax in the 1990s, for exam-
ple, “own source revenues” in 2005 ac-
counted for 84% of general fund revenues
(57.5% from property taxes and 26.5%
from user fees, fines, interest, etc.). Win-
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nipeg, on the other hand, generated 80%
of its revenue from its own sources:
69% from property and business taxes,
6% from sales of services and assets, and
4% from fees for services. In Selkirk, a
much smaller city, 84% of total revenue
is derived from own sources (property
tax, 47.7%; business tax, 1.9%; grants
in lieu of taxes, 14.8%; city fees, 10.3%;
and other, 9.6%).78

Cities and towns receive provincial gov-
ernment funds tied to projects or activi-
ties, and unconditional grants that can
be used for any purpose. In the recent
past, grants from provincial and federal
governments have not kept pace with
the revenue requirement of local govern-
ments. However, in 2005, the federal and
provincial governments agreed to share
revenues from gas taxes with local gov-
ernments to fund physical infrastructure
projects: sewer, water, streets, sidewalks,
etc. This revenue-sharing arrangement
has been touted as an achievement of the
cities that have lobbied for a ‘new deal’
in tax sharing.

However, the so-called ‘new deal” sought
by Winnipeg and other cities promised
much but delivered little. The sharing of
revenues from the gas tax means, in ef-
fect, that cities remain dependent on the
largesse of senior levels of governments;
and, “what governments giveth, they
can also taketh away.”

In most communities, the Chambers of
Commerce and other business organi-
zations play a major role in dealing with
the balance between providing public
services and keeping taxes down. These
organizations are calling for cuts or
freezes to business taxes, contracting out
more services to the private sector, sell-

ing off city assets to raise revenues, and
providing grants to fund capital projects
for public-private partnerships. Local
politicians have fallen under the spell of
a new ideology of ‘streamlined or entre-
preneurial” government. Thus, the busi-
ness tax for Brandon was eliminated in
the 1990s, municipal tax rates generally
across the province have been declining
since 1998, and combined school and
municipal taxes have remained relatively
constant (the reductions in municipal
taxes have been offset by increases in lo-
cal school board taxes necessitated by the
erosion of provincial government sup-
port for public education). Cities are also
selling their physical assets (land,
gravel, development rights). In
Brandon, the Chamber of Commerce is
also seeking to dominate the develop-
ment of city plans (strategic action
plans) and the process of visioning.

In this context of declining revenues,
many municipal governments are seek-
ing new ways to maintain services
while cutting costs. In particular, local
governments have turned to the private
sector to provide many services on the
assumption that private business can
provide those services more cheaply.
Privatization of municipal services has
taken several forms.

Contracting Out

Residential garbage collection in Winni-
peg has been contracted out to large
multi-national corporations, Waste Man-
agement International and BFI Canada.
For many years, there was a balance of
public and private collection of garbage
in the city, a balance that was
reconfirmed as late as 1999 when a re-

78 From annual reports of 2005, City of Brandon, City of Winnipeg, and City of Selkirk.
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structuring and streamlining of service
provision could have changed the
method of collection. Then, in 2005, Win-
nipeg City Council voted (9 against 7) to
contract out all other areas of the city. In
the last phase, the Mayor justified the
decision to go private on the basis that
cost savings were possible and necessary.
However, the $2.8 million a year in sav-
ings the Mayor promised from privati-
zation is now less than $700,000 a year
and this amount is expected to decline
even more in the future as contract
charges increase.”

Snow removal in Winnipeg is increas-
ingly contracted out to local companies,
creating the appearance of cost reduc-
tion. However, services are also reduced
when the work is contracted out, as
Winnipeggers saw during the first ma-
jor snowfall of 2005. Contractors worked
on jobs for commercial enterprises be-
fore they tackled public streets, leaving
residents struggling for a week after a
huge storm. The city has also given up
on its ability to efficiently and economi-
cally repair and replace streets. Mechani-
cal means of road repair have not been
successful and road conditions continue
to deteriorate.

In 1975, Brandon acquired a golf course
and curling rink in the west end of the
city by taking over the property from
private owners who were in tax arrears.
After the city took over the facility (now
called the Recreation Centre), recreational
activities were expanded to provide more
opportunities for outdoor winter activi-
ties for children, and there were upgrades
to the golf course. An advantage to hav-
ing the golf course owned by the city is
that the prices set for golf and curling
limits the capacity of private operators in

the city to raise their prices. The main
drawback to the city-owned golf course
is that it is flood-prone. When the
Assiniboine River floods, the golf season
is shortened, revenues decline, and defi-
cits are incurred. In 2000, city officials
decided to contract out management of
the recreation centre to private individu-
als who were convinced they could turn
the facility into a profit maker through
improved efficiencies in operations and
superior marketing.

As it turns out, not only have things at
the Recreation Centre not improved un-
der the new management arrangement,
they have gotten worse. The managers
requested that they be let out of the re-
maining term of their contractual obli-
gations. Now there is talk among coun-
cillors that the Recreation Centre should
be sold to the highest bidder. It seems
likely that developers in Brandon would
be very interested in acquiring these
properties for residential and/or commer-
cial development. As well, it is likely that
proprietors of other golf courses and curl-
ing rinks welcome the decommissioning
of these facilities so that they can raise
fees. The City is now seeking input from
the public on the question of whether it
should sell the golf course or keep it along
with the curling club and adjacent ten-
nis courts. Re-elected Mayor Dave Bur-
gess has already stated that he wants to
sell the facilities.

Smaller cities are also contracting out
more and more of their services in what
appears to be creeping privatization. The
City of Selkirk, for example, contracted
out almost 30 municipal jobs in the last
two decades. Work once done by city
employees—building cleaning, tree prun-
ing, garbage collection, animal control,

79 According to financial analysis done by CUPE, the union representing city workers.
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road repair, and other city services—are
now done by local contractors.

Private-Public Partnerships

A public-private partnership in Winni-
peg approved in 1995 is an example of
how much this approach to providing
major infrastructure can cost. The
Charleswood Bridge was built and is
now owned by DBF Ltd., who leases it
to the City of Winnipeg. Each year the
city pays about $1 million for the use of
the bridge. In 30 years, when the city gets
ownership of the bridge, it will have cost
about $37 million, or one-third more than
what it would have cost the city to build
the bridge ($9.9 million) and finance it
(estimated to be about $9 million at 4%
interest rate) directly.80 City officials claim
this is a good deal, as the city will not
have the burden of maintenance costs
over the 30 years. In other words, if what
the city says is accurate, maintenance of
the bridge would have cost more than
the $19 million over the 30 years that the
city is now paying.8l

In 1996, Winnipeg’s Handi-Transit sys-
tem was significantly altered to be a P3.
Instead of being completely owned and
operated by the City of Winnipeg, the
system was transformed into an arrange-
ment where private companies are hired
to provide transportation for Handi-
Transit. While the City of Winnipeg con-
tinues to maintain the dispatch system—
taking booking requests from users, cre-
ating drivers’ schedules, and recording
“no shows” and trip cancellations—the
private companies own the buses.

Out of concern for the quality of serv-

ice of the Handi-Transit system, two
things occurred in 1996. First, the Ac-
cess Advisory Committee (AAC) was
formed, consisting of disabled commu-
nity members and one city councillor.
In a brief presented to city council, they
outlined their concerns about contract-
ing out. They included:

* Costs of operation might increase.
This has been shown to be true.
Handi-Transit has had a shortfall in
their funding from the City every
year since contracting out began.
The Province has also decreased its
portion of funding for Handi-
Transit, making these shortfalls an
even larger problem. In 2005, for
example, there was a forecasted need
to accommodate 579,000 trips—
though 510,000 trips had been
budgeted. The 2005 approved budget
for Handi-Transit contractors was
$6,329,000, but should have been
$848,000 more.

* Lack of accountability. Methods
used to provide accountability for
the quality of Handi-Transit services
might not be accepted by the private
contractors. Accountability has been
shown to be a big issue because each
contractor is responsible for the
conduct and level of service provided
by their drivers, over which the City
of Winnipeg has no control over.
Consequently, problems that arise
with specific drivers are not ad-
dressed by the company that em-
ploys them. This is, in part, because
there is no overall public quality-
control mechanism. It is also the

80 John Loxley (2006) “Civic cost over-runs: Are PPPs the solution?” Fast Facts, Winni-

peg: CCPA-MB, June.

81 Winnipeg City Councillor Justine Swandel, interview on CJOB, “Richard Cloutier

Reports,” December 11, 2006.
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result of the vulnerability felt by
many Handi-Transit users. Without
a public body overseeing the qual-
ity of service, they fear that draw-
ing attention to specific driver
inadequacies could result in even
poorer service.82

* Greater turnover in drivers, result-
ing in increased training costs.
Contractors are paid a base amount
per trip and it is up to them to
determine what to pay their drivers
and still maintain financial viability.
It has been shown that driver
turnover is great, not only resulting
in increased training cost, but also
disrupting any level of consistency
for consumers of the system.

The other thing that occurred in 1996
was the formation of a group called Citi-
zens Concerned About Accessible Trans-
portation (CCAAT). This group of
Handi-Transit users and other people
with disabilities came out of the Mani-
toba League of Persons with Disabilities,
a human rights advocacy organization
that was instrumental in the founding
of the Handi-Transit system in 1977.

CCAAT lobbied city councillors and made
presentations to City Council and other
civic committees in an attempt to get the
City to address the problems that were
already occurring with the contracting
out and to try to prevent future prob-
lems that they anticipated.

To date, the Access Advisory Commit-
tee is still in existence, but does not deal
with Handi-Transit issues. A citizens’
committee called the Handi-Transit
Policy Advisory Committee now exists
to advise the Executive Policy Commit-
tee on these issues. The City of Winni-

peg increased its financial support of
Handi-Transit by $310,000 in the 2006
operating budget. Despite yearly in-
creases in funding, problems still exist
with regards to dispatching and qual-
ity of service of Handi-Transit.

The situation in Brandon is no less con-
cerning. Prior to 2001, Brandon operated
a Handi-Transit system for individuals
who made advance bookings. Following
a review of the Handi-Transit system,
Brandon decided to expand the service
by selling tickets to individual users at a
subsidized rate and utilizing private
firms. In 2004, Brandon invited tenders
to provide services for a second three-year
period and awarded a contract to a sin-
gle firm. This change in practice was ini-
tiated to gain economies in administer-
ing the system. Shortly after the contract
was awarded, the owner of the firm pro-
posed that his firm be given a monopoly
on all Handi-Transit services provided
through the city service and take over
the dispatching service. Council recog-
nized that this would strip the city of
whatever leverage it has left for influenc-
ing competition and the quality of serv-
ice, and rejected the proposal. The firm
that was awarded the contract just re-
cently gave notice that it was resigning
from its contractual obligations because
it could not control the demands for serv-
ices. In the past year, the City has ex-
panded its own capacity to provide serv-
ices by almost 40%. Currently, three bids
to provide additional Handi-Transit rides
are under review.

The experience in recent years indicates
that the City’s ability to transfer
Handi-Transit to the private sector is
constrained by a vocal and effective
users group that will not accept a deg-

82 Emily Ternette, conversation with authors, December 10, 2006.
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radation of services and extraordinary
hikes in prices.

Sale of Assets

The City of Winnipeg has turned some
important services into Special Operat-
ing Agencies (SOAs). Animal Control,
Fleet Management, Glacial Sand and
Gravel, and the golf courses became SOAs
under the guise of making them more
service-oriented. There is some reason to
believe that these services are being
primed for total separation and sale to
the private sector. In July of 2006, City
Council agreed to sell the Sand and
Gravel pit for $11 million, when another
offer for about $33 million had been re-
jected. Officials are informally indicating
that the golf courses will be put up for
sale next. Once services are separated and
function parallel to the main government
services, they are more vulnerable to sim-
plistic scrutiny and criticism.

As well, there are situations where pri-
vate sector firms seek to socialize some of
their costs and liabilities by entering into
contractual arrangements with cities and
local governments. For example, a
wastewater treatment plant for Maple
Leaf Pork was funded by the provincial
government and the City of Brandon in
1997. Maple Leaf committed to build a
hog plant (estimated to cost about $12
million) in the east end of Brandon that
would process 45,000 hogs per week and
employ 1200 workers. In exchange, the
Province built a road to accommodate the
delivery of hogs to the plant and provided
money for training. Brandon assembled
and sold to Maple Leaf a large tract of
land for $1, built infrastructure (sewer
and water) to the plant, and paid for the
cost of constructing a wastewater treat-

ment plan to handle the wastewater. The
original plan called for the city to turn
the plant over to Maple Leaf once con-
struction was completed. However, Ma-
ple Leaf persuaded the city to retain own-
ership and charge Maple Leaf for the
treatment services provided. Since the
plant opened, Brandon has established
special transit runs to get workers to the
plant and back to the city again, and the
province has facilitated the recruitment
of offshore workers for Maple Leaf (from
El Salvador, Mexico, Ukraine, etc.) Cur-
rently, Maple Leaf is negotiating with
Manitoba and Brandon to get additional
plant capacity to process wastewater,
built at public sector expense.

Why Is Privatization a Problem
in Municipal Services?

Privatization at the municipal level has
been unrelenting over the past 10 to 15
years. But, more importantly, privatiza-
tion has not solved the problems faced
by municipal governments. Private de-
livery of municipal services is neither less
costly than public delivery, nor is it more
effective. As is evident in the cases of gar-
bage collection, snow removal, and road
repair, municipal public services—those
public services often the closest to where
we all live—are and have been on a con-
stant downward slide (both previous
State of Public Services reports83 have
shown conclusively that municipal serv-
ices have been the most precarious of all
public services in Manitoba).

In a nutshell, the difficulties faced by
Manitoba municipalities are basically
caused by underfunding. Despite im-
provements in revenue for 2006 and for
the immediate future, local governments
continue to be limited by a shortfall in

83 CCPA-MB (2003) op. cit, and CCPA-MB (2004), op. cit.
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relation to what citizens want and ex-
pect them to do. What cities need to meet
their requirements is access to revenue
sources that are greater and more elastic
than existing sources—income, sales, and
hotel taxes are examples. Without these
revenue streams (and the political will to
pursue them), public services at the mu-
nicipal level will be under relentless pri-
vatization pressure.

Privatization in municipal politics in
Manitoba is also driven by a monopoly
political situation: businesspeople and
people of wealth have the dominant voice.
However, to change the outcomes of lo-
cal politics in Manitoba, there must be
opposition to singular business interests.
This opposition must come from labour
and other progressive organizations.

Social Services

In some ways, Manitoba has been
spared both the political rhetoric and a
large-scale privatization of social serv-
ices. Unlike some provinces, there has
not been a wholesale transfer of social
services to private financing or to pri-
vate service delivery. This is not to deny
that there has been significant non-gov-
ernment service delivery and user financ-
ing of a portion of many services, or that
considerable restraint in service delivery
is occurring.

In the late 1980s and for most of the
1990s, the provincial government consid-
erably restrained social service expendi-
tures and increased the privatization
rhetoric, but there was relatively little
transfer from public to private financing
or delivery. The government did try to
get for-profit agencies to provide private
adoptions and to privatize at the admin-

istrative level® through a broad contract
to IBM to design a single-tier welfare sys-
tem that was to be partially financed
through the savings from the system
designed by IBM. There were also experi-
ments in private provision and co-pay-
ments and deductibles in home care for
seniors and persons with disabilities.

Currently, the government pays for and
delivers a significant level of social serv-
ices. There has been, however, a shift to
more individual purchase and charitable
funding of services and the increased use
of voluntary and commercial agencies to
deliver services.

The current government approach has
been to maintain a commitment to pub-
lic funding and delivery of services. Yet,
funding for social services has not kept
up with social demand. The result has
been to shift a considerable amount of
the financial burden onto individuals and
families. The voluntary and non-profit
sectors are significantly involved in so-
cial service delivery in Manitoba, while
the government remains the dominant
funder. Serious limitations to voluntary
and non-profit capacities flow from re-
ductions in government funding, diffi-
culties in the funding process, the pau-
city of funding for core administrative
and planning functions, and over-reli-
ance on project funding. This has led to
significant restrictions in the ability of
organizations to plan, and thus to con-
tinuously deliver, high-quality services.

Privatization by Default

By far the most significant form of priva-
tization of social services in Manitoba has
been the subtle privatization by default..
Both implicit privatization and privati-

84 J.S. Ismael, op. cit.
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zation by attrition are apparent. Both
forms of privatization by default trans-
fer responsibility for the funding of so-
cial services from the public to the infor-
mal and voluntary sectors and lead to
public social services that are available
only in exceptional circumstances.

Figure 1 demonstrates that social service
expenditures by Manitoba Family Serv-
ices and Housing fell by $77 per capita in
constant dollars between 1992 and 1998.
They began rising in 1999, but still only
attained the 1992 level in 2004, finally
surpassing it, but only by $5 per capita.
This is clear evidence that a great deal of
privatization of need must have occurred
as publicly financed and delivered serv-
ices became less available.

Significant implicit privatization occurs
in Manitoba’s social service system
through policies that structure a very
categorical set of services, rather than an
integrated system that focuses compre-
hensively on people’s needs. Generalist
counselling services are no longer avail-
able, for example, and only those people
with psychiatric diagnoses are eligible for
publicly provided mental health services.
This, no doubt, has led to the expansion
of privately provided psychological and
social work services, often financed
through occupational benefits or by the

private resources of those who can af-
ford them. Home care services for sen-
iors and persons with disabilities are
provided only to meet medically defined
care needs and not to enhance quality
of life and social participation. Early
learning and childcare are provided
largely to facilitate parental employment
and training in preparation for employ-
ment, and are not provided to children
of non-working parents to enhance
child development, especially crucial for
children living in poverty. Support,
therapeutic, and residential services for
persons with disabilities are dependent
on diagnosis of particular conditions.
Diagnostic resources are often severely
constrained. Those not yet, or ever, di-
agnosed are often ineligible for services,
despite functional limitations.

The Case of Income Support

The minimum function of income sup-
port programmes is to insure that house-
holds can meet their basic needs when
market (and other) income is not ad-
equate. There is a public as well as a pri-
vate interest in alleviating poverty in this
way because living in poverty is harm-
ful to the health and occupational per-
formance of adults and to the lifelong
development of children.85 Thus, pov-
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Figure 1: Provincial Expenditures on Family Services per Capita. Inflation adjusted
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erty impairs human capital and limits
economic growth and productivity.

There has never been a clear right to a
particular level of income in Manitoba or
Canada. Despite extensive advocacy for
a guaranteed annual income (now often
called a basic adequate income), this has
not been established. The end of Canada
Assistance Plan cost-sharing in the 1990s
further eroded the socially held principle
that people had a right to social assist-
ance. However, when market income is
not adequate to meet basic needs, and
income support programmes do not ad-
equately fill the gap, a kind of implicit
privatization occurs. If society, through
the social service system, cannot provide
for people’s basic needs, then they will be
met through informal help from extended
family, friends, and neighbours, and
more formal help from voluntary and
non-profit organizations. Thus, food
banks have grown in number as cutbacks
in income-support programmes occurred
through the last three decades.8¢ The
privatization of poverty accelerates when

there are cutbacks in income-support
benefits or when benefits are allowed to
erode through inflation.8”

Manitoba has a serious poverty problem.
In the case of child poverty, from 1993 to
2004, based on pre-tax low income cut-
offs, the average rate of child poverty was
23.4%, ranging between 18.9% and
28.3%, after all income is counted, includ-
ing that from income security programs.
On average, two parent families were
$11,395.67 below the poverty line across
these years, ranging from a yearly mini-
mum of $9,721 to a yearly maximum of
$14,919. The average depth of poverty
for single parent female-headed families
was 11,081.58, ranging from a yearly
minimum of $8,442 to a yearly maxi-
mum of $13,431.88

The implicit privatization of poverty can
also be illustrated and measured in the
decrease of provincial welfare benefits for
a single-parent family with one child:
they have dropped (in constant dollars)

Figure 2: Rate and Depth of Child Poverty, 1993-2004
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by 21.6% between 1989 and 2004. For a
couple with two children, welfare ben-
efits have decreased by 29.1% over the
same period. Benefit and eligibility levels
for the Child Related Income Support
Program for working poor families with
children have remained unchanged since
1981 when the programme was initiated.
They are so low that by 2003-2004, only
1153 families had enrolled, compared
with 7133 in 1989-1990.89

Early Learning and Childcare

The provision of early learning and
childcare demonstrates the combination
of implicit privatization and privatization
by attrition in the financing of a social
service. Implicit privatization relates to
the mixed funding model, in which par-
ent fees are combined with government
operating and specialized grants.?0 These
parent fees are substantial: for infants,
$560 per month in centres and $408 per
month in homes; for preschool children,
$376 in centres and $328 in homes; and
for school-aged children, $244 in centres
and $230 in homes. Low-income parents
are eligible for subsidies, but providers
are permitted to charge up to $2.40 per
day per child to fully subsidized low-in-
come families. Manitoba Family Services
and Housing covers $1.00 of this per day
for welfare recipients.

The shortage of childcare spaces creates
a form of privatization by attrition, as
some parents completely finance any
childcare they receive. In April 2004,
there was only .14 of a space per child
from 0 to 12 years of age in Manitoba
and only .22 of a space per child of this
age who had a mother in the paid la-
bour force. Demand clearly outstrips
supply and many parents must purchase
unregulated care.91

Within regulated childcare, most spaces
are provided by voluntary and non-profit
organizations, with about 16% provided
by family daycare providers as of April
2004.92 These family daycare providers
are difficult to classify, and might be con-
sidered either part of the informal sector
or part of the small business sector.
Prentice% demonstrates that commercial
care (small business and large-scale cor-
porate sector) constitutes only 8% of
daycare centre (as opposed to family)
spaces, and that this is decreasing over
time. However, commercial care remains
a concern because it has been clearly
shown to be of lesser quality than non-
profit centre care.4 Prentice?> also notes
that the small size of Manitoba’s commer-
cial childcare sector is because of explicit
disincentives built into the system from
the beginning, related to a socially lib-
eral political culture.

89 Ibid.

90 M. Friendly and J. Beach (2004) Early Childhood Education And Care In Canada, 6th
edition, Toronto: University of Toronto, Childcare Resource and Research Unit.

91 CCPA (2004) op. cit.
92 M. Friendly and J. Beach, op. cit.

93 S. Prentice (2005) For-Profit Child Care: Past, Present And Future (Occasional Paper
21), Toronto: University of Toronto, Childcare Resource and Research Unit.

94 Ibid.

95 S. Prentice and M. McCracken (2004) Time for Action: An Economic and Social Analysis
of Childcare in Winnipeg, Winnipeg: Childcare Coalition of Manitoba.

Canadian Centre for Policy Alternatives

47



Voluntary and Non-Profit Sector

Starr% points out that there are four al-
ternative service providers when the
public sector does not provide a social
service. These include: the personal do-
mestic or informal sector; the voluntary
and non-profit sector; the small business
sector; and the large-scale corporate sec-
tor. Therefore, non-government service
delivery can involve a range of quality
and cost considerations.

The use by government of voluntary and
non-profit sector organizations as deliv-
ery agents for social services potentially
involves different considerations from
those in the use of small businesses or
corporate sector agents. Starr” calls the
support of voluntary and non-profit or-
ganizations by governments “privatiza-
tion as community development.” Gov-
ernments empower community organi-
zations to provide goods and services in

a non-bureaucratic manner, which builds
community capacity and honours local
culture. Similarly, Ismael98 argues that
voluntary and non-profit sector organi-
zations can play important roles in terms
of innovation, advocacy, guardianship of
democratic values, and delivery of serv-
ices, which large state bureaucracies can-
not effectively do. Yet, the capacity of the
sector may be limited when the state
adopts a “third party government” stance
to contain costs and limit the scope of its
responsibility.99 At its worst, this can
lead to subordination of the voluntary
and non-profit sectors to act as agents of
government. These organizations may
tend to act as vendors to government
rather than providers of community serv-
ice, becoming more like public bureauc-
racies than civil society organizations, as
they seek to meet government contrac-
tual and accountability requirements.100
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Figure 3, covering the five years from
2001, shows the amount of grant fund-
ing approved to voluntary and non-
profit social service organizations by the
Family Services component of Manitoba
Family Services and Housing. These ap-
proved grants amounted to an annual
average of 14% of actual social service
expenditures between 2001 and 2005. The
decline from 2001 to 2004 is likely due to
increased reliance on per diem payments
related to purchase of service contract-
ing in the latter two years. There are sev-
eral limitations related to these data,
which should be noted. First, these are
approved expenditures, and actual expen-
ditures may vary somewhat from what
was approved. More importantly, these
data do not contain per diem payments
to organizations. This is often the form
of payment associated with purchase of
service contracts.

The perspective is similar from an or-
ganizational point of view. The 2003
National Survey of Non-profit and Vol-
untary Organizations reported that
8803 organizations in Manitoba had
primary activities related to social serv-
ices.101 This sample is too small to
analyze separately so Manitoba data
have been combined with those from
Saskatchewan, the Yukon, and the
Northwest Territories for detailed
analysis.102 Findings for this combined
region confirm the dominance of gov-
ernment funding, as social services or-
ganizations report that 66% of their rev-
enues come from government, the larg-
est single source of funding. Most of

this (82%) comes from provincial and
territorial governments.

Limiting the Capacity to Serve

One of the ways that governments limit
the capacity of voluntary and non-profit
organizations is with insufficient fund-
ing and funding arrangements, such as
project funding, which distort the opera-
tions of the organizations. In this regard,
the National Survey found that 75% of
social service organizations in the Mani-
toba, Saskatchewan, and Territories re-
gion reported that reductions in govern-
ment funding were a problem for them,
with 47% indicating this as a serious
problem. More than two-thirds (69%)
reported difficulty in obtaining funding
from other organizations, including gov-
ernments, and the same percentage re-
ported that funders were unwilling to
fund core operations. Not surprising,
67% report an over-reliance on project
funding. As might be expected from this,
69% report difficulty in planning for the
future. This capacity problem is clearly
exacerbated by increasing demand for
organizational products and services,
which was identified as a problem by 61%
of organizations.103

As described above, government fund-
ing may lead to organizational empow-
erment or goal distortion or deflection,
limitations in autonomy, devolun-
tarization, professionalization, and
bureaucratization. Purchase of service
contracting provides for maximum gov-
ernment power, and, therefore, has been

101 M.H. Hall M.L. de Wit, D. Lasby, D. Mclver, T. Evers, C. Johnston, J. McAuley, K. Scott,
G. Cucumel, L. Jolin, R. Nicol, L. Berdahl, R. Roach, I. Davies, P Rowe, S. Frankel, K. Brock,
and V. Murray (2004) Cornerstones of Community: Highlights of the National Survey of Non-
Profit and Voluntary Organizations (catalogue no. 611-533-XIE), Ottawa: Statistics Canada.

102 Ibid.
103 Ibid.
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seen as most likely to result in these
negative consequences.104 The benefits
often attributed to purchase of service
contracting include lower cost, higher
quality services, and more efficient de-
livery as a result of competitive contract-
ing arrangements and enhanced ac-
countability flowing from the specificity
and reporting requirements of the con-
tract.105 However, Van Slykel06 has
demonstrated that these benefits are
sometimes negligible because of an ab-
sence of competitive contracting and
limitations in public management capac-
ity to act as smart buyers.

Several recent studies in Manitoba de-
scribe both the promise and problems of
purchase of service contracting. Kaol07
conducted case studies with eight Win-
nipeg voluntary and non-profit social
service organizations providing mental
health services, child and family services,
emergency and relief services, and serv-
ices to persons with mental disabilities.
She found that a competitive market
model of contracting was practised to
only a very limited extent. On the one
hand, most organizations did not per-
ceive goal deflection or distortion, limi-
tations to autonomy, devoluntarization,
or that contractual accountability re-
quirements limited their capacity to re-
spond to client or community needs. On

the other hand, most organizations per-
ceived an extreme power imbalance in
favour of government rather than a col-
laborative partnership, and one organi-
zation experienced significant losses to
its autonomy through service standardi-
zation and other means of government
control. In the view of the senior man-
ager, this had impaired the organiza-
tion’s capacity to meet client and com-
munity needs.

Brown and Trouttl08 have studied the
purchase of service contracting ar-
rangements between the province’s
Family Violence Prevention Program
(Manitoba Family Services and Hous-
ing) and the voluntary and non-profit
organizations that it funds. They found
a successful cooperative model, based
on sustained financial support, long
tenures of government staff, a report-
ing system that encourages honesty
and communication, and government
demonstration of trust in the expertise
and motives of organizations.

Contracting with the Private Sector

The Auditor General of Manitobal0 has
produced a series of recommendations to
exercise accountability when public funds
are provided to private sector contractors
by Manitoba Family Services and Hous-

104 R.M. Kramer, op. cit.

105 D.S. Nightingale and N.M. Pindus (1997) Privatization of Public Social Services: A

Background Paper. Washington, D.C.:

The Urban Institute.

106 D.M. Van Slyke (2003) “The mythology of privatization in contracting for social serv-

ices,” Public Administration Review 63, 3.

107 W.C. Kao (2005) The Impact of Purchase of Service Contracting on Voluntary Commu-
nity-Based Social Services Organizations,” Winnipeg: MSW thesis, University of Manitoba,

Faculty of Social Work.

108 L.K. Brown. and E. Troutt (2004) “Funding relations between nonprofits and govern-
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ing. This was done after the 2004 inves-
tigation into allegations of misused pub-
lic funds at Hydra House, a privately
owned residential facility for persons
with disabilities. More broadly, the Au-
ditor General concluded that the depart-
ment was not effectively measuring the
performance of its external service pro-
viders and could not determine if pub-
lic money was spent for the purposes
intended. The reporting requirements
and level of department control were
also higher for voluntary and non-
profit providers than for those from the
private sector.

Assessment for the Future

For social services in Manitoba, the fiscal
future seems to indicate there will be in-
creasing demand and little expansion of
resources to meet it. Involvement of the

private sector will likely continue to be
limited by low potential for making profit
from the poor, markets of relatively small
scale, and some regulatory constraints.
However, smaller scale contracting out
and public-private partnerships may oc-
cur where niches of potential profitabil-
ity are identified.

What is more likely to continue to occur
and to expand is the more subtle forms
of privatization through underfunding
of voluntary and non-profit organiza-
tions, undersupply of public social serv-
ices, and erosion of benefits from not in-
dexing them to inflation. This kind of
privatization is often more difficult to
detect, but effectively shifts responsibil-
ity from government to the informal and
voluntary sectors, which often will not
have the capacity to meet it. This will re-
sult in unmet need and privation.
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Conclusion: Reining in the Trojan Horse

Manitobans have not experienced ram-
pant privatization of their public serv-
ices through the dumping of service re-
sponsibilities by different levels of gov-
ernment or through outright sales of
public assets to private companies. The
sector where there has been the most
overt privatization has been municipal
services, particularly in the City of Win-
nipeg. However, significant privatization
by default has occurred in all sectors,
through incremental contracting out or
out-sourcing of services, adopting busi-
ness management practices, and shifting
more and more to user fees and a reli-
ance on the voluntary sector for the de-
livery of social services.

In the recent past, the provincial govern-
ment has held the line on privatization
better than most other provinces. Even
in the early 1990s, when there was more
interest, the province reversed some of
its attempts to privatize, most notably in
home care. Yet, as we document above,
there are sufficient and significant exam-
ples to indicate that there is a need for
constant monitoring of government to
ensure that the delivery of public serv-
ices is kept public, as it was in the past.

It is very likely that we will continue to
witness
whereby small, almost imperceptible
shifts away from public service delivery
continue to accrue without a lot of at-
tention being paid to them. We are very
likely to see more contracting out in
health care and municipal services, the
adoption of a private sector model for
education, and privatization by default
in social services.

“creeping privatization,”

Over time, these changes will begin to

have a significant detrimental impact on
the quality of services that are offered to
the general public. As this report has
shown, negative effects are already evi-
dent. In all sectors examined in this re-
port, the research indicates that privatized
services are generally neither more effi-
cient nor less costly. The great financial
savings trumpeted for municipal services
(such as contracted out waste collection
and a P3 bridge), for example, have cer-
tainly not materialized. While not an
absolute conclusion, it is, nonetheless,
absolutely clear that the efficiency and
cost verses in the privatization mantra
cannot be taken as articles of faith.

Privatization Creates
New Problems

Most of the situations examined in this
report also show that privatized services
are of poorer quality than public serv-
ices. The problems experienced by the
WRHA in contracting out sandwich pro-
duction and the complaints received by
the City of Winnipeg over garbage col-
lection are only two examples.

This precariously protected state of affairs
is partially due to the size of Manitoba’s
social service economy and therefore the
relatively small profits to be made by pri-
vate contractors. It may be that there is
an insufficient market and profit to be
made to attract the huge companies.
However, with the presence of companies
like BFI and Aramark, the size of the
market may be more attractive than is
apparent at first glance.

Privatization, therefore, remains a seri-
ous threat to all public services in Mani-
toba and vigilance is needed to keep them
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on a socially responsive path. There are
good reasons for public monitoring and
evaluation to ensure services are kept
within public control. Even more im-
perative than just vigilance for public
services, though, our investigation sug-
gests expanding public services in Mani-
toba. In health care, for example, there
are services that should be added to the
services basket; in higher education, the
collegial model should replace the mar-
ket model; in municipal services, there are
services which would be better delivered
publicly; in social services, much ex-
panded childcare and mental health serv-
ices are necessary.

At the political level, it is evident that,
when there are politicians in power who
understand all the risks and costs, there
is less government initiative to privatize.
The Manitoba government, in recent
years, has held the line on privatization
or commercialization. For example, the
previous Minister of Health made nu-
merous statements defending public de-
livery of health care and repeated a com-
mitment to avoid privatization of any
part of the system. Manitoba has also
maintained standards for childcare, for
example, that have meant private
childcare must provide the same level of
care as public facilities.

Rights of Citizenship

Canada has been built on the principle
that there are public goods and services
that are the rights of citizenship—not
the privilege of income. Though we may
see different political ways of providing
public services, we have a fundamental
belief in the common good, social cohe-
sion, equity, and reciprocity. Therefore,

we have sought to create public serv-
ices that are economically viable, acces-
sible, and accountable.

However, there are those among us who
maintain that private contractors could
provide public services more efficiently
and at less cost. These advocates also
value greater integration into the US
economy and devalue the provision of
support for disadvantaged Canadians.
They have, in our view, a relatively
short-term perspective on what is best
for public service delivery. However, at
a time when political expediency domi-
nates social and economic planning,
they are able to exercise a fair amount
of influence on governments.

Currently, governments at all levels are
tipping the balance in favour of private
enterprise to provide more services to
their publics. And, as they are devolv-
ing more services to these contractors,
they are losing administrative and op-
erational control. Although most gov-
ernment services continue to be provided
by public agencies, the balance that al-
lows governments to deliver accessible
and quality services is precariously close
to being lost.

Privatization in the guise of solving our
public service needs, just like the Trojan
Horse of Greek myth, is more likely to
erode our public service system than en-
ergize it. The choice to let it in or keep it
out is ours. Without due attention and
serious effort on the part of citizens and
politicians, private sector agencies could
soon dominate the service industry and
Manitobans will have little or no power
to reclaim authority for the services that
determine our quality of life.
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