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Canadian governments face a number of infrastructure challenges, ranging from 

minor refurbishments to large scale “greenfield" projects. Deferred maintenance 

problems are rivalled by a considerable backlog of need for entirely new projects.  

With capital asset requirements of this magnitude, a wide range of procurement 

options may be a desirable public policy objective. 

 

Most western nations in recent decades experienced significant growth in both 

the provision of and demand for government services. Governments have 

focused on funding services. Maintaining the infrastructure to support those 

services has been a lower funding priority. For most western nations this problem 

remains—any new monies available are spent to address rapidly increasing 

costs associated with heath care and education. Even the provision of a 

significant infusion of new money, as currently witnessed in the United Kingdom, 

does not necessarily translate into new money for infrastructure.  

 

The traditional procurement through public finance has generally been the 

preferred method of capital asset procurement,  although the business case 

justification for this approach is not always apparent. In addition, the reliance on 

traditional methods of procurement has contributed in some form to the problems 

of deferred maintenance and backlogs. Under traditional capital asset 

procurement, financial capital is often treated as a “free good” in that capital 

expenditures sometimes exist outside of Ministry annual budgets. For example, 

future debt serving, amortization, and maintenance costs are not fully accounted 

for in single year annual appropriations. The result is diminished accountability 

for capital expenditures, higher cost infrastructure, and the neglect of life-cycle 

costing. This situation has led governments to begin considering alternative 

forms of budget accountability and capital asset procurement, including public 

private partnerships. 
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In order to readily address these challenges Partnerships British Columbia 

recommends the following: 

 

1. Decision makers need to be aware of the advantages and disadvantages 

attached to each of the approaches to procuring capital assets. British 

Columbia’s approach is outlined in the province’s Capital Asset 

Management Framework (CAMF)1 which requires the development of 

business cases that explore all project options.  

 

2. Governments should consider creating a centre of P3 management 

expertise in one agency or department in order to help government 

agencies handle the challenges associated with undertaking new and 

different methods of procurement.  

 

3. Governments need to ensure that rigorous value for money assessments, 

including risk management or transfer, are a part of procuring any capital 

asset, regardless of approach chosen.  

 

4. Governments need to bring a measure of transparency to all capital asset 

procurement, again regardless of approach used to procure that asset. 

Related to effective transparency is the ability of government to measure 

the quality of its service outputs. 

 

The following paper discusses these four recommendations in detail. 

 

The ability to consider a range of approaches to procurement and finance 

 

Encouraging government infrastructure procurement to consider a broad range of 

methods increases the ability of government to determine the most appropriate 



 

 

- 4 -

and efficient method of meeting a public need. British Columbia addresses this 

dilemma through its Capital Asset Management Framework (CAMF) which 

requires agencies to consider all options and employ best practices. 

 

One of the key objectives of the Capital Asset Management 

Framework is to support ministries, health authorities, school 

districts, Crown corporations and other public agencies to think 

creatively and find the most efficient ways to meet the Province’s 

capital needs associated with meeting service delivery needs. 

Agencies are encouraged to be innovative and to challenge 

traditional service delivery approaches and assumptions.2 

 

British Columbia’s CAMF contemplates at least four methods of satisfying the 

province’s capital needs. These include alternate service delivery (ASD), P3s, 

asset disposal and/or leveraging and traditional procurement. 

 

The CAMF requires that publicly procured capital assets in British Columbia first 

proceed through a rigorous challenging of assumptions. Under the CAMF 

agencies are expected to ask the following questions: 

 

• Is there another way to meet service delivery needs that could avoid new 

capital spending? 

• Is there a way to better manage or use existing assets that could reduce 

the need for additional expenditures? 

• Is there a way to share the cost and risk of capital acquisition with, for 

example, a private sector partner or another public sector agency? 

 

Agencies that are able to consider all procurement options will be better 

equipped to justify capital expenditures in terms of value-for-money. Effective 
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value-for-money comparisons and assessments can only be made when all 

possible options are available. Capital asset decisions must be driven by the 

service need and not by the method of procuring or maintaining those assets. 

 

P3 Procurement and Project Expertise 

 

Traditionally in Canada building departments or ministries, such as 

transportation, health and education, have managed their capital procurement 

internally and somewhat in isolation of the capital asset decisions of other 

ministries. This has sometimes resulted in: 

 

• A lack of expertise as experts are distributed among ministries and 

departments 

• Lack of expertise generally results in ministries focussing, inappropriately, 

on input specifications and design rather than output requirements. 

• Slower standardization of procurement processes and the ability to 

diminish duplication. 

 

Conversely, the assistance of a supportive agency can allow policy and best 

practices to develop in the context of practical application to actual projects. A 

supportive agency improves the standardization of procedures and best practices 

by working directly with building Ministries, which in turn, improves the likelihood 

of successful future projects. 

 

Any new method of procurement contains inherent risks. Governments 

considering alternative methods of procurement delivery need to create a 

mechanism that identifies these risks and challenges. A dedicated agency 

focussing on alterative procurement delivery (such as P3s) is the model that has 

been adopted in most jurisdictions. According the Partnerships UK, “…(P3s) 
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bring with them new challenges that require specialist skills and expertise. 

Partnerships UK has been formed to help the public sector meet these 

challenges. Its mission is to work with the public sector to make (P3s) better, 

stronger and faster.”3 

A central support agency or government unit helps ensure that processes are not 

duplicated and learning is applied to future projects. This will ensure that choices 

regarding procurement options are based on government’s best available 

knowledge and expertise which can be properly disseminated to Ministries. 

 

Key to implementing the new framework is developing the expertise required to 

manage these processes.  To that end, the British Columbia government 

established Partnerships British Columbia (Partnerships British Columbia) as a 

commercial agency with a strong mandate to promote, enable and help 

implement P3s.  Partnerships British Columbia’s clients are the public sector and 

its services are focussed on those clients.  

  

British Columbia looked to countries such as the United Kingdom and Australia 

among others to seek the most appropriate model for an agency to lead the 

development of P3s. The result is a transaction-based organization that brings 

together private sector, deal-structuring expertise and culture with the proficiency 

of public sector stewardship.  
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Partnerships British Columbia’s 2004/05 – 2006/07 Service Plan 
Excerpt 

 

 Since 2002, public sector agencies have been encouraged to consider all potential 

ways to meet their service delivery goals, and to choose the method that meets those 

goals most effectively. Along with traditional methods, agencies consider creative 

approaches such as leveraging assets, making better use of existing facilities, seeking 

more efficient ways of delivering public services, and pursuing newer options such as 

P3s.  

 

P3s are contractual arrangements between the government and the private sector, 

combining the best of both partners’ experience and expertise. They provide a 

framework for delivering projects jointly with a mutually beneficial division of tasks and 

risks, including clear, legal definitions of each party’s responsibilities. 

 

The end result is “value for money”: research has shown that P3s can deliver the best 

products at optimal life-cycle costs and benefit all parties, including taxpayers. The 

private sector benefits from new business opportunities in a growing market. The 

government achieves more effective procurement and public service delivery while 

retaining the ability to safeguard the public interest on an ongoing basis. The public 

benefits from service enhancements, both in terms of access and quality. 
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The business model for the new agency is to work with public sector 

organizations as clients—not to replace their own internal capabilities or act as a 

gatekeeper.  Public sector client agencies are under no obligation to make use of 

Partnerships British Columbia’ services. Partnerships British Columbia's role in 

projects varies from being the advisor developing business cases, to leading the 

procurement process, to overall project management.  

 

The advantage of the Partnerships British Columbia model is that government 

has centralized procurement experience in one agency, yet that agency must 

operate as its own cost centre.  Project approvals and financial approvals remain 

with government. Planning decisions remain with respective Ministries. The result 

is a competitive, lean agency that serves the public interest through a supportive 

role. 

 

Finally, the new agency also serves as an entry point for the private sector to 

bring forward ideas and solutions. The market places considerable value on a 

Partnerships British Columbia type model.  The market appreciates the "single 

window" into public sector, the consistency from project to project and the 

concentration of public sector expertise. The provision of consistency assists in 

the attraction of enough interest in P3s to ensure a vibrant and competitive 

market place. 

 

Value for Money including Risk Transfer 

 

An advantage of considering a range of procurement approaches is the rigor that 

comes with making the choice of which tool to use. If public sector agencies are 

required to consider all possibilities then detailed comparisons of relative value 

for money of each approach become necessary. Restricting procurement to only 

one model removes the value that comparing the approaches brings. 
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Governments should be rigorous considering past infrastructure decisions—was 

a value-for-money analysis carried out and what tradeoffs resulted from the 

particular procurement choice? 

 

Comprehensive value-for-money considerations include both quantitative and 

qualitative measures. Quantitative measures may include such things as capital, 

operating and maintenance costs of an asset over its lifecycle, while qualitative 

measures may include opportunities for innovation, environmental impact and 

community considerations. 

 

As part of its business case development, which forms the center-piece of 

ensuring value-for-money, Partnerships British Columbia has adopted a multi-

criteria analysis (MCA) approach to reconciling quantitative and qualitative 

aspects of value-for-money. Most public sector decisions involved more than a 

single criterion. Partnerships British Columbia asserts “that some form of project-

specific, multi-criteria analysis – based on a well-defined benchmark scenario 

and including a diligent examination of both quantitative and qualitative values – 

is the recommended approach overall for evaluating the relative merits of various 

service delivery options.”4 

 

In addition to the effective measurement of the qualitative and quantitative factors 

of value-for-money, Partnerships British Columbia believes that the 

measurement, management and the potential transfer of risk are critical to capital 

asset procurement decision making.  

 

While risk management remains relatively new to governments worldwide, British 

Columbia has adopted an Enterprise Wide Risk Management (EWRM) as an 

approach to risk. EWRM is an organization wide systematic approach to building 

and improving risk management capabilities through out an organization. 
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EwRM seeks to change the mindset of the organization, creating a shift 

in the risk management practices, from being reactive, historically based 

and cost based to being proactive, forward looking and value based. For 

example, EwRM redefines the value proposition of risk management by 

providing organizations with the processes and tools to become more 

anticipatory at evaluating, embracing and managing the uncertainties 

they face as they attempt to create sustainable value for their business 

owners. 5 

 

Critical to any informed decision regarding capital asset procurement is an 

understanding of the risks associated with each method of procurement. The 

application of an anticipatory approach to risk has historically had limited 

application to traditional methods of procurement. Valuing risk and determining 

who is best suited to handling risk is essential if governments are to provide real 

value-for-money, regardless of procurement option. Effective comparisons of 

risks associated with different methods of procurement, and the valuation of that 

risk, are impossible without comprehensive consideration of risk, as found in the 

EWRM approach. British Columbia’s CAMF is a risk based approach to capital 

management. 

 

The advantage of implementing alternative procurement methods is that projects 

undergo rigorous approval processes. Partnerships British Columbia has two 

approval points, the business case prior to project approval and at end of 

procurement process when key terms are negotiated.  Projects are assessed at 

both points to confirm that better value exists. If value for money cannot be 

shown other options can be considered. 
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Transparency and Measurement 

 

Some of the criticism surrounding alternative asset procurement approaches 

focuses on a perceived lack of transparency in the process. Large scale, long 

term projects which involve a competitive bidding process are inevitably going to 

require some confidentiality. Governments wishing to consider alternative 

methods of capital asset procurement need to establish publicly acceptable 

guidelines to guarantee maximum transparency.  

 

That being said, a greater degree of transparency could take place with all forms 

of procurement. This might not only help diminish public concerns regarding 

alternative procurement approaches, but may also bring greater rigor to 

traditionally procured projects. Again, British Columbia has a set of principles in 

CAMF that address transparency and fairness. 

 

Related to the issue of transparency is the issue of depth of rigor in analysis in 

the consideration of “all-in” life cycle costing (long term capital, operation and 

maintenance costs). In the past, the public sector has not been diligent in 

measuring life-cycle costs on traditionally procured capital assets. This makes it 

difficult for decision-makers to measure value for money on existing infrastructure 

and therefore impedes a government’s ability to make future procurement 

decisions.  

 

Only if adequate measurement exists will transparency be of any value, 

otherwise no reasonable basis for comparison exists. It is often difficult to 

compare different methods of procurement due to a simple lack of data on 

existing facilities. Governments have not always tracked costs and value for 

money at this level of detail on traditional projects. 
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Under a P3 arrangement the need for costs to be tracked is an absolute must in 

order to meet the P3 contractual requirements. Issues such as daily availability of 

a facility, temperature control or user-satisfaction suddenly become tangible. This 

level of rigor does not generally exist under the traditional model. 

 

Partnerships Solutions – The Benefits 

 

Public private partnerships provide some specific benefits that may or may not 

always be realized under other forms of procurement. These include 

opportunities for innovation and competition, life cycle costing, synergies in 

integration and specified performance standards. 

 

According to the Institute for Public Policy Research, “A focus on outputs or 

outcomes should increase the scope for innovation in the management and 

delivery of public services. Traditional systems of public management, auditing 

and public accountability have focused on inputs…”6 P3s are, by their nature, 

output based and, as a result, do not overly prescribe inputs. If output standards 

can be achieved, private sector partners are free to innovate in order to reduce 

project costs, increase efficiencies, improve design and construction and provide 

different solutions for operations. A further benefit is that innovative practices are 

disseminated to other projects. 

 

The nature of P3 relationships also creates a longer view of an asset and its 

operations which improves life cycle costing. Long term concessions force the 

public sector to plan and account for long term capital and operational funding. 

Conversely, the private sector is given incentives to maintain standards for the 

life cycle of concession. The result is a clearer picture of true costs of a project 

and capital is no longer treated as a “free good”.  
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All too often, government and local authorities have spent millions 

building new infrastructure assets but failed to maintain and operate 

them properly leading to shorter project life spans and increased repair 

costs. Under PFI the private sector is responsible for the maintenance 

and upkeep of the asset for the entire lifespan of the project ensuring 

that the asset is properly maintained throughout the concession period 

and returned to the public sector in a condition agreed with the authority. 

At the end of the concession, the public sector gains a new asset.7 

 

A further benefit of partnerships is the synergies that result from the integration of 

all the disparate elements of a project. Typically, the private sector, often acting 

in a multi-disciplined team, aims to reap synergies across design, build, finance 

and operation. Separate treatment of these project elements diminishes the 

ability of government to find life-cycle cost savings or reductions in building time. 

According to the UK House of Commons Public Accounts Committee:  

 

A long-term PFI contract encourages the contractor and the department 

to consider costs over the whole life of the contract, rather than 

considering the construction and operational periods separately. This 

can lead to efficiencies through synergies between design and 

construction and its later operation and maintenance. The contractor 

takes the risk of getting the design and construction wrong.8 

 

Finally P3s provide for specified performance standards. While the private sector 

may be responsible for designing, financing, constructing and maintaining an 

asset, the public sector maintains ultimate control and ensures compliance with a 

contract with the P3 service provider. The ability to enforce and control specified 

performance standards, with the incentive of possible sanctions, is a level of rigor 

that generally does not exist under the traditional model. Again according to the  
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UK Public Accounts Committee, “The contract provides greater incentives to 

manage risks over the life of the contract than under traditional procurement. A 

reduced level or quality of service would lead to compensation paid to the 

department.”9 

 

Partnership Solutions – The Track Record 

 

P3s and similar forms of procurement are still relatively new. The United 

Kingdom has, so far, led the way in the use of public-private partnerships and 

therefore provides the most meaningful and comprehensive data regarding the 

success of these methods of procurement. Given this reality, governments 

around the world generally look to the UK as the first proving ground of effective 

P3s. 

 

Besides the UK, governments in Australia, Ireland, Canada, South African and 

much of Europe have initiated a wide variety P3s. These governments generally 

share similar mixes of private and public sector involvement in the economy and 

the delivery of public services and as such are more ready able to take 

advantage of partnerships between the two sectors. 

 

As of July 2003 there were 563 signed public-private partnerships in the United 

Kingdom worth over £35 billion (approximately CAD$85 billion). Generally 

speaking the various levels of government in the UK agree that public-private 

partnerships (often referred to as PFI or Private Finance Initiatives) are a 

legitimate and successful means of procuring capital assets. 

 

While legitimate criticisms exist regarding the success of particular P3s, the 

evidence on aggregate reveals that they are indeed a worthwhile tool for 

governments. Most comprehensive reviews by independent agencies do 
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conclude, on balance, that value for money is achieved. Transportation, custodial 

(correction facilities) and accommodation projects in particular consistently show 

value. 

 

Among the most comprehensive surveys to date was done the by United 

Kingdom’s National Audit Office (NAO) in 2001.10 The NAO surveyed public 

sector contracting authorities associated with 121 signed P3 projects.  The report 

concluded that “81% of authorities rate the value for money achieved by PFI 

deals to be satisfactory or better and 72% of authorities have a good relationship 

with their service provider. Only 4% of authorities consider that PFI has delivered 

poor value for money, and only one percent of authorities have a poor 

relationship with their service provider.”11 

 

The NAO report went on to say that over 95% of partners (both public and private 

sectors) agreed that the allocation of risk was either “wholly or partially 

appropriate”.12 A 2000 report by the UK Construction Industry Council (CIC), 

entitled “The Role of Cost Savings and Innovations in PFI Projects”, surveyed 94 

“construction content” P3s in the UK.13 The CIC reported median DBO cost 

savings of between five and ten percent. 

 

A 2003 report by the United Kingdom’s Treasury department confirmed that 

completed P3 projects showed 88 per cent coming in on time or early and with 

no cost overruns on construction borne by the public sector. Previous research 

has shown that 70 per cent of non-P3 (traditional) projects were delivered late 

and 73 per cent ran over budget. 

 

The same report showed that P3 operational performance has met with approval 

from public sector clients. Over three quarters of clients surveyed reported their 

PFI projects performing as expected or better.14 
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Most reports by the National Audit Office and the Audit Commission confirm that 

the track record of P3s in terms of delivery and meeting budgets is far better than 

traditionally-funded projects. Value-for-money results are less equivocal for 

particular projects although overall value for money for PFI as a concept is 

encouraging.15 

 

Conclusions 

 

UK contracts under the public finance initiative are expected to account for an 

estimated £5 billion of total public sector investment this year, which is about 11 

per cent of the total.16 P3s are being widely adopted by administrations of all 

stripes in the United Kingdom, Australia, Ireland, South Africa, the Netherlands, 

Spain, Italy and Japan.  

 

No form of procurement can be considered to be a panacea, however significant 

benefits can be delivered to taxpayers by ensuring projects are matched to the 

most appropriate method of asset procurement. Partnerships British Columbia 

believes that the creation of guidelines, as in the case of British Columbia’s 

CAMF, will help ensure that appropriate choices are made in selecting the best 

procurement method and that value-for-money and risk calculations are made 

and, ultimately, that the public interest is protected. Consolidating expertise in an 

organization focused on P3s can help to ensure that, once the choice public 

private partnerships as a method of procurement is made, that value-for-money 

is realized and can be built upon from project to project. 

 

Partnerships British Columbia submits that a transparent and rigorous approach 

to capital asset procurement will result in a number of different procurement 

methods being used. Each method has its advantages and disadvantages, but 
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the decision regarding which method to use should allow for the consideration of 

all methods presently available. Value for money and risk considerations 

management will drive the result. 

 

Partnerships British Columbia 

March 2004 

 

 

Partnerships British Columbia’s vision is to serve the public interest by structuring 

and implementing public-private partnerships. The company is committed to 

commercial viability, transparent operations, and achieving wide recognition for 

its innovation, leadership and expertise in public procurement. 
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