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OPINION: Public-private partnerships dangle advantages for cash-strapped Ontario, but they’ve also caused political headaches for its Liberal government

Premier Dalton McGuinty
faces a daunting task.

Ontario’s debt now tops $260 bil-
lion. That’s $20,000 for every
man, women and child in the
province.

McGuinty is committed to bal-
ancing the budget in five years.
That means finding creative
ways to eliminate a $15-billion
operating shortfall in the middle
of a global economic meltdown.

Public-private partnerships —
so-called P3s — are part of the
solution. But they haven’t been
McGuinty’s strong suit in the
past.

The province’s trading part-
ners are either in recession or
have anemic economies. Short-
term, that means there’s no way
to grow Ontario out of its fiscal
crisis. McGuinty has to turn to
spending reduction on a large
scale.

He’s asking doctors, teachers
and civil servants to accept some
of the same economic pain the
rest of the workforce is experi-
encing. Even if he succeeds in
restraining public-sector com-
pensation, that only takes him a
third of the way to his five-year
deficit reduction goal.

Longer-term, the government
has to rethink how it delivers
many of its services. Its recent
budget mentions, “$4.9-billion
planned savings in removing
overlap and duplication, imple-
menting more efficient delivery
models and focusing on core
business.” But details are scarce.

The cabinet can now privatize
services currently delivered by
ServiceOntario (birth, marriage,
death certificates and driver’s
licence renewals). A Jobs and
Prosperity Council has been
tasked with finding $250 million
in savings from existing business
and skills training programs.

But these are only baby steps
toward the kind of transforma-

tion that’s needed.
The recent Drummond Report

stressed that “governments can
hold the lid on spending for a
while by taking extraordinary
measures to contain compensa-
tion costs, postpone capital proj-
ects and scrimp on infrastruc-
ture maintenance. But unless
fundamental spending reforms
are implemented, the old pres-
sures reassert themselves.”

P3s have the potential to
transform the way governments
finance, build and deliver a wide
range of services and infrastruc-
ture. They lift the financial and
operating risk (associated with
building and maintaining infra-
structure and delivering serv-
ices) off the shoulders of govern-
ment and onto the private sector.
Successful P3s engage private-
sector money, innovation and
technology to build more for
less, and deliver services at lower
unit costs. The private partner

gets a long-term income stream
(usually from user fees) from
which to make a profit.

An example is the $1-billion
Confederation Bridge — the
longest in the world — which
connects Prince Edward Island
to the mainland. It was designed,
financed, built and is operated
by a private consortium. Under
the terms of the P3, they collect
the tolls for 25 years, and then
turn the bridge back to the fed-
eral government.

So, why isn’t there greater use
of P3s in Ontario?

It’s not that the McGuinty Lib-
erals haven’t tried. Their track
record with P3s has been
marked by scandal and misman-
agement.

eHealth Ontario, formed in
2008, was supposed to deliver an
electronic health record system
years ago. Residents in some
other countries already have elec-
tronic health cards that store per-

sonal medical history. eHealth
Ontario has been plagued by
delays and the firing of its CEO
following a multi-million dollar
contracts scandal in 2009.

In 2010 the Liberals entered
into a sole-sourced $7-billion
green energy deal with industrial
giant Samsung, a South Korean
multi-national. Samsung was
given a $437-million incentive
over 20 years, plus special rates
and access to the power grid. In
return, Samsung is supposed to
generate 2,500 MW of green
power and build four plants across
the province to manufacture solar
panels and wind turbines.

Under election pressure from
the opposition, the government
renegotiated the deal. It reduced
the incentive to $100 million and
got Samsung to speed up devel-
opment of the plants. The Con-
servatives called the revised deal
a guaranteed “gold mine” for
Samsung and questioned the

government’s ability to negotiate
partnerships with the private
sector.

Ornge, the province’s air
ambulance service, is the latest
privatization scandal. Officers of
the corporation are under inves-
tigation for financial irregulari-
ties.

The Liberals acknowledge
they were handcuffed by a weak
performance agreement. The
opposition claims they were
warned years ago that there
wasn’t “sufficient control” in the
agreement. A legislative hearing
into the Ornge debacle contin-
ues.

There have been successes.
Teranet Inc. is the province’s
electronic land registry system. It
quietly generates about $1 bil-
lion a year in revenue for the
province under a licensing
agreement with a private pen-
sion fund.

Since 2005 Infrastructure

Ontario has completed more
than 20 large hospital, school
and data centre projects using a
P3 model called Alternative
Financing and Procurement. It
estimates its total value-for-
money savings at more than
$500 million.

If Ontario is to tap the full
potential of P3s, it needs more
expertise — a small group of
highly experienced senior man-
agers skilled in P3 negotiations
and project oversight. Second,
all future P3s should meet the
following criteria (now used by
British Columbia) to ensure
value-for-money results for the
taxpayer:

• 1. The public interest is para-
mount. Every P3 has to protect
and enhance the public interest
by addressing factors like health,
safety, environmental protec-
tion, equity and privacy.

• 2. The processes must be fair
and open. Taxpayers have to see
for themselves where P3 solu-
tions deliver tangible results. Pri-
vate partners have to be treated
fairly.

• 3. The focus should be on
results. P3 proposals should be
judged on what they can deliver
(in terms of assets, services, cost
effectiveness and innovation,
etc.), rather than how the assets
or services are delivered.

• 4. The province is account-
able. P3s should only be devel-
oped where they’re supported by
a clear and compelling business
case.

Public-private partnerships
are not a fiscal panacea. But if
McGuinty wants to balance his
budget by 2017-18, he will have
learn to use this transforma-
tional tool with greater effect.
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