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ABSTRACT
Purchase of service contracting (POSC) has been used extensively by govemments in
Canada as an alternative service delivery approach to downsize goverrìments and
improve their cost-effectiveness. Based on a conceptual model constructed from a
review of the literature, this thesis intended to understand the impact of contracting for

social services on voluntary, community-based, social service organizations. A
qualitative exploratory study was undertaken guided by three research questions: (1)
What are the current practices in administrating POSC by voluntary community-based
social services organizations? (2) How are the relationships of voluntary communitybased organizatíons with govemments affected by POSC according to the organizations'
perceptions? (3) How does POSC affect voluntary, community-based, social services
organizations?

The sample consisted of eight voluntary, community-based organizations providing
social services in Winnipeg. They were medium sized organizations with a mean annual
operating revenue of 5624,927 (Median:9438,950, SD:$398,748). On average,
government service contracting constituted 59.8% of the total operating revenue of the
organizations in the sample (Median:58.0yo, SD:20.7yo). The methods for data
collection were two in-depth, semi-structured, in-person interviews with the executive
directors of the organizations and a review of relevant documents.

Two types of purchase of service contracts-core funding contracts and project funding
contracts emerged from the study. Contract award procedures, monitoring, reporting, and
financial arrangements varied between these two types of contracts. The actual practice
of POSC followed the competitive market model to a very limited extent. The levels of
service standardization and goveÍìment control imposed by service contracting were
limited for most of the investigated contracts, except for the contract for providing
counselling services in a women's resource centre. Most executive directors reported an
extreme power imbalance in their contracting relationship with government (9, 81 .8o/o of
the contracts studied) and indicated that their contracting relationship with govemment
was not a collaborative partnership. The findings indicate that POSC has not resulted in
goal deflection or distortion. Most executive directors did not perceive that their
organizations' autonomy was threatened by POSC, or that the accountability
requirements involved had affected their ability to respond to client and community
needs, except for the women's resource centre. The overall impacts of POSC on
devlountarization of the voluntary organizations described in the literature were not
supported by most of the cases studied. The positive impacts of POSC on voluntary
organizations were recognized in terms of continuing stable core funding, expanding
services, enhancing organizations' credibility, and improving networks with other
organizations.

This study provides empirical evidence regarding the practice of POSC, the contracting
partnership and the impact of POSC on the voluntary social services organizations. A
revised conceptual model was developed based on the research findings.
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Chapter One

Rationale and Significance

Contracting-out social services has been used extensively by govemments in
Canada as an altemative service delivery approach

in an effort to downsize govemments

and improve their cost-effectiveness (Shields &, Evans, 1998). The impact of
contracting-out social selices on voluntary organizations has become an important
research issue

in the govemment-voluntary organizations relationship. This

chapter

includes five major sections. The first section is the statement of this research problem
regarding the impact of "purchase of service contracting" on voluntary social services
organizations. The rationale for this study is discussed in the second section. It outlines
the importance of voluntary organtzations and the current restructuring of government-

voluntary sector relationships

in Canada. The third and fourth

sections contain the

discourse on the relevance of this study to theoretical development and the extension

of

empirical knowledge. Finally, the relevance of this study to the social work knowledge
base regarding both practice and

1.1.

policy is discussed in the final section.

Statement of research problem

Purchase of seryice contracting (POSC) is the primary funding method whereby

goveÍurent finances the voluntary sector to deliver social services in the United
(Kettner

&

States

Martin, 1994; Krarner, 1994; Salamon,2002). Since the 1990's, the

procedure of POSC and its impact on both government and voluntary organizations have

-i-

attracted much attention. The central concern

is the transformation of

voluntary

organizations from mission oriented, independent, and grassroots organizations into
dependent, bureaucratic and institutionalized quasi-govemment agencies, through the
mechanism of POSC. Wolch (1990) argued that voluntary organizations were becoming

a "shadow state" because of the extensive privatization era of the 1980s. From her
perspective, voluntary organizations were receiving government funds and subject to the

goverrìment's control by POSC, even though they were operating outside the political
system. POSC has been recognized as an essential vehicle for social service privatization
and devolution in welfare reform (Austin, 2003).

There are many debates about the impact of POSC on both goverrìment and
voluntary organizations. Both disadvantages and advantages of using POSC have been
discussed

in the literature (Austin, 2003; Kramer, 1994; Salamon, 1995). Austin (2003)

outlined the advantages of POSC for government agencies, including the ability to: (1)

fulfill legislative mandates, (2) increase efficiency, (3) gain flexibility in service start-up
and termination, and (4) extend service capacities and access

to specialized

service,

which government agencies are not able to provide, through voluntary organizations (p.

102). In the mean time, he also highlighted some of the

disadvantages

of

POSC,

including: (1) insufficient competition among voluntary service providers, (2) difficulty

in measuring performance and accountability, and (3) increased transaction costs related

to contract monitoring and infonnation systems (p. 102). Do the advantages outweigh
the disadvantages? There is limited empirical research that has been done in this area and
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the results seem to be ambiguous because
the research (Bachman, 1995; Kettner

of limitations in the scope and the methods of

& Martin, 1994,1996; Kramer, 1994).

POSC can also have some advantages for voluntary social service organizations.

This funding mechanism has significantly increased the financial resources of voluntary
organizatrons and diversified their services for the past decade (Austin, 2003; Kramer,

1994). However, the disadvantages of POSC for voluntary social services organizations
have resulted in much comment in the literature. Based on his review of the literature,

Kramer (1994) summarized that these impacts include (1) goal distortion, (2) loss of
autonomy, (3) difficulties

in

accountability, and (4) devoluntarization (pp. a9-51).

Notably, Kramer also emphasized that the extent, significance, and causes

of these

impacts are still unclear. The empirical research in this area is limited.

There are many questions involved in the practice of POSC. For example, "Does

the decision making of POSC really follow the competition principle?"; "Are the
accountability and monitoring procedures

of social service

contracting really

implemented?", "Is the measurement of outcome clearly defined and established in this
procedure?"; and "What is the nature of the contract renewal and termination process?"
Govemments use different types

of POSC to define their relationships with voluntary

organizations and exercise different degrees

Certainly, the diversity

of control over these contracted

agencies.

of the contracting context and culture will have differential

impacts on voluntary organizations. The impacts also might vary according to different
seryice fields and different organizational characteristics of voluntary organizations.
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In Canada, governments have been the major funder of voluntary organizations,
especially for charitable organizations (Hall

&

Macpherson, 1997; Hall

& Banting,

2000). According to the National Survey of Nonprofit and Voluntary Organizations
(NSNVO), titled "Cornerstones of Community: Highlights of the NSNVO" (Statistics
Canada, 2004), govemment sources accounted for 49o/o of total revenues of all voluntary

organizations in 2003 (p.

24).

Moreover, registered charitable organizations (54%o of

their total revenues) rely more on government revenues than do other organizations
(39%) (p.

25).

Govemment

is also a major

source

of revenues for social

services

organizations (660/o of their total revenues). However, Scott (2003) has commented that

few studies have been implemented to understand the nature of funding in the voluntary
sector and, moreover, fewer studies have looked at the "mechanics" of different funding

methods (p.165). Even though, in the last decade, the government's crucial move to

build a contracting relationship with voluntary organizations has been discussed widely
by several scholars (e.g., McFarlane & Roach, 1999; Hall & Reed, 1998; Rice & Prince,
2000; Shield & Evan 1998), empirical studies on the POSC and its impacts are still very

limited. The significance of this study in the current social and political climate of
Canadian society is discussed further in the following section.

The key research issues in this study were the contracting relationship between
govemment and voluntary social services organizations through the mechanism of POSC

and the impact of this contracting relationship on the voluntary organizations. This
research intended

to understand the focal issues from the perspective of

voluntary

organizations. Because of the intricacy of this research problem, it required a qualitative
in-depth research design to investigate this complex research issue and to explore the

multiple dimensions of this research question.

1.2.

Rationale for the study

The importance of voluntarly orqanizations in Canada

This research problem has become increasingly important in Canada, since the
significant contribution of the voluntary sector to communities and civil society is evident

in the daily life of Canadians. In Red Book II, from Liberal Party of Canada (1997), the
voluntary sector has been recognized as "the third pillar of Canadian society and its
economy".

According to the recently released NSNVO (Statistics Canada, 2004), the voluntary
sector was estimated to comprise 161,000 incorporated not-for-profit organizations in
2003, and approximately half of these were charitable organizations. Social services
organizations comprised 11.8 percent

of all voluntary organizations, with the number

being 79,099. In 1994, charitable organizations alone had annual revenues of $90 billion

and assets of more than $100 billion (Hall

&

Macpherson, 7997; cited

in Hall

and

Banting, 2000. The updated information from the NSNVO indicated that voluntary
organizations reported a total of $1i2 billion

in yearly revenues in 2003. In

contrast,

social services voluntary organizations reported approximately $11,466 million, and this
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accounted for 10%o of all revenues reported by all voluntary organizations. These data

from the NSNVO demonstrate that voluntary organizations have a substantial role in the
Canadian economy (Statistics Canada, 2004,p. 1 0).

In addition, voluntary organizations are the major vehicle for citizen

engagement.

According to the National Survey of Giving, Volunteering, and Participating (NSGVP),
almost

22 million Canadians-9l% of the population aged 15 and older-made

donations to charitable and non-profit organizations in 2000. The estimated financial
support provided totalled more than $5

billion.

Social services organizations were the

third largest beneficiaries, receiving $503 million, or

70%o

of the total amount of

charitable donations. The NSGVP also indicated that every year Canadians donate an
estimated 1.1 billion person-hours to voluntary activities-the equivalent of more than
549,000 full-time

jobs. Among them,

20o/o

of volunteer hours were directed to social

selices voluntary organizations (Statistics Canada, 2001). In contrast, according to the
NSNVO (Statistics Canada,2004) voluntary organizations reported

a combined

volunteer

complement of over 19 million that contribute more than 2 billion hours of volunteer
time, or the equivalent of more than

1

million full-time jobs, in 2003 (p. 31). The number

of volunteers reported by the voluntary organizations (NSNVO)

exceeds the number

of

volunteers claimed by the population (NSCVP), because people may volunteer with more

than one organization. The NSNVO also indicated that although social
organizations represented only 11.8% of organizations, they accounted

volunteers and

20.5%o

of total volunteer hours.

6-

services

for 18.8% of all

The current restructurinq of qovemment-voluntarv sector relationships in Canada

The relationship between the voluntary sector and Canadian governments is
undergoing fundarnental changes (Phillips,

2003). The

current development of

partnerships between the voluntary sector and govemment makes this research problem

more essential. From the perspective of Phillips, two important factors have caused this
transformation: "the nature of the government" and "the character of the sector" (p. 17).

On one hand, public sector restructuring in the 1980s and 1990s downloaded the
provision of services to voluntary organizations and expanded contracting-out funding
mechanisms. The devolution of the government calls for volunteerisrn, self-sufficient
communities and

a vibrant civic society to

replace the original responsibility of

goverrunent for welfare. Governments expect the voluntary sector to build social capital
and enhance social cohesion for Canadian society. On the other hand, the character

of

the voluntary sector is rapidly evolving from the charity model to the model of civil
society. Instead of providing material assistance or moral guidance to the disadvantaged,

the civil society concept emphasizes "uncoerced association" and "active democratic
participation" to empower the citizens and build communities for the disadvantaged or
not (Putman 2000; wa7zer,1998; cited in Phillips, 2003,p.24). This model requires

an

"enabling state" (Philips, 2003, p24) to provide space for voluntary organizations and
engage them

in public policy dialogue. Under the current restructuring of govemment-

voluntary sector relationships, voluntary organizations have started to think and act like

sector. According to Phillips, voluntary organizations are expected by
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a

Canadian

to develop their capacity and means in order to act autonomously

govemments

and

collaboratively with government.

Hence,

in Canada, this research

problem has become more urgent under the

current political climate and social welfare reform. Rice and Prince (2000) indicated that,

in the past two decades,

Canadian govemments have dismantled the social welfare

system by abolishing programs, changing the system of social policy and abandoning the
goal of full emploSrment. In i995, the significant cut in the federal budget of transfers to
the provinces and territories for health, education, and social welfare created the impetus

for the devolution of welfare programs. On one hand, welfare responsibility is devolved

from federal to provincial, and in tum from provincial to local goveÍìments and
communities. On the other hand, from the perspective of Rice and Prince (2000),
governments use contracting-out to redesign the welfare system. Contracting-out service

provision allows govemments

to

download welfare responsibility

to

voluntary

organizations and control the costs. However, the significant government funding
changes

in the past two

decades have raised more concems about the sustainability and

capacity of voluntary organizations to be essential parts

of civil society (Joint

Tables

Report, 1999).

Governments are the major funding source of voluntary organizations. The data

frorn the NSNVO has been described in the first section of this chapter.

Because

governments are the major funders, voluntary organizations are very sensitive to the

methods

of

governments'

funding. The survey of Manitoba's 7,286

-8

voluntary

organizations investigated by the Child and Family Service Research Group (2003), from

the Faculty of Social Work at the University of Manitoba, demonstrated that,

in

2002,

government revenues comprised 53.1 percent of all revenues for voluntary organizations

that received government funding. Among these sources

of

government funding,

provincial funding (mean amount $640,094.30, standard deviation $2,577,003.00)
dominated federal funding (mean amount 5167,620.92, standard deviation 5496,537.29)

and civic government funding (mean amount $152, 870.20, standard deviation
$823,577.00). The same study also indicated that more than half
organizations agreed that, compared

of

voluntary

to five years ago, goverriment was putting

more

conditions on the use of its funding and providing more funding for projects and less for
core operations (Frankel

& Rogers, 2003).

shields and Evans (1998) argue that, during the past two decades, the
government's move

to

develop

a more

contractually-based relationship

with

the

voluntary sector has profoundly altered the political economy of the third sector. Browne

(1996) indicated that increased government use
determination

of

of

POSC has threatened the self-

voluntary organizations. Even though the development and

implementation of POSC abroad has been recognized in Canada, its impact on voluntary
social services organizations has only been researched to a limited extent.

9-

1.3.

Relevance to theoretical development

Even though POSC has been practiced in the social service field for many decades,

theories related to social service contracting are still underdeveloped and remain as

a

unique challenge for contract managers from governments and voluntary organizations
(Van Slyke,2003). Salamon (1989) has commented that contracting relationships "create
serious public management and accountability problems for which public administration

theory fails to prepare us" (cited in Van Slyke, 2003, p298). This study did not intend to
test any individual contracting relationship theory. Instead, the nature of this research
was eclectic. Its objective was not to build or test some components of one individual
theory, but to examine the complex and multiple dimensions of the impact of POSC on

voluntary organizations, based on a variety

of theories. This research intended

to

illuminate these theories through providing more contextual qualitative empirical
evidence.

Many theoretical frameworks were applied to construct a conceptual model to
understand the research issues. First, the theoretical frameworks related to govemment -

voluntary sector relationships (Salamon, 1995; Young, 2000) were examined to classify

the current relationship between goverrunents and the voluntary sector. The theories
related to government-voluntary organization partnership in practice were reviewed to
understand the cornplex dimensions

of

partnership and the power issues between

govemments and the investigated voluntary organizations (Salamon, 1995). Second,
theories of contracting and pnvatization were also applied in this research (Johnston

-i0-

&

Romzek, 1999). The focus was on how the practice of POSC is consistent with models

of contracting social services. Third,

organizational theory, including organizational

systems theory and resource dependency theory (Kettner, 2002; Kramer

&

Grossman,

7987), were used as frameworks to construct the conceptual model for understanding the

dynamics of individual organizations and organizalional changes. Finally, the theory of
organization

life cycle was considered as a rival theory for the interpretation of the

organizational changes of voluntary social services organizations.

This variety of theories provided different dimensions and angles to promote the
understanding

of the research issues. In

addition, this research was expected to

contribute to building knowledge about voluntary organizations.
detailed empirical evidence

It provided

to clarify the application of these theories to

more

different

contexts and settings.

1.4.

Relevance to the extension of empirical knowledge

Existing empirical knowledge does not adequately provide information for the
research issues

in this study. Kramer (1994) has concluded that, even though POSC

been the subject of wide discussion, the extent, significance, and causes
changes associated

has

of organizational

with POSC still remain unclear. He argued for the need for research

"on the contract culture and its interorganizational life, that is how POSC actually
operates and

its consequences on the affected parties." (p. 55). Since 1994,

several

studies (e.g., Alexander et al., 1999; Austin, 2003; Johnston & Romzek, 7999; Kettner

&

Martin, 1996; Van Slyke, 2003) have been undertaken to examine the nature of POSC,
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the contracting relationship, and the strategic response of voluntary organizations. Even

with an increase in this research

area, most of the studies are

still limited in empirical and

generalizable data (Van Slyke, 2003).

In Canada, McKechnie, Newton and Hall (2000) indicated that voluntary
research

sector

is still quite new, not suffìciently grounded in theory, and limited to certain

topics and scopes. Even with more recent interest and funding to support research on the

voluntary sector through the Voluntary Sector Initiative, most studies related to funding
have been undertaken at the national, provincial, or large metropolis level and focused on

the whole sector. Few qualitative empirical studies have been done on smaller,
community-based, social servi ces voluntary organizations.

This research investigated how medium to small sized, community-based, voluntary
organizations responded to POSC and whether certain changes occurred. It was designed

to

fill

the existing gap of empirical research in the area of voluntary organizations. The

aim of this study was to use in-depth qualitative data and contextual analysis to
investigate the actual operation

of POSC in

social service fields, understand the

contracting relationship between voluntary organizations and governments, and explore
the multi-dirnensional impact of POSC on the organizations. The research provided the

empirical evidence

to

expand the understanding and knowledge

of

smaller sized,

community-based, social services voluntary organizations. Instead of increasing general

knowledge of voluntary organizations on the sector level, this research rather contributed
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to the understanding of the particularity and the complexity of individual voluntary
or ganizalions

1.5.

with their

di stingui

shing

ch aracteri sti cs.

Relevance to social work knowledge base

1.5.1.

Practice

This research has contributed to the knowledge base of social work practice in the
area

of human service

understanding

organizational administration and management. Through the

of the impact of POSC on voluntary community-based social services

organizations, the administrators

of these organizations can make informed

decisions

while negotiating POSC with government. They should become more able to understand
and predict the possible increased administrative requirements and various organizational
changes, which may result from POSC. They should be more conscious

organizational autonomy, accountability and bureaucracy

of the issues of

in the process of

managing

funding and resources from government. All of these issues are essential for the mission

and identity

of voluntary organizations. Finally, the administrators of voluntary

organizations can develop management strategies or organizational planning to cope with
these irnpacts and sustain their capacity to serve their communities.

-
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L.5.2.

Policy

Under the current social welfare reform, Canadian governments are expecting that
the voluntary sector can replace the role of governments in providing social services for
Canadian society. The use

of POSC benefits govemments by being able to provide

service to the segments of the population which govenìments are not able to reach. At the

same time, governments

still can retain control and reduce cost through

contracting.

However, POSC might have negative impacts on voluntary organizations, especially

small, community-based organizations. The requirements of POSC might transform
them and force them to lose their autonomy and capacity, which are essential for civil

society. The results of this research help policy makers to understand the impact of
POSC

on voluntary

organizations.

This research also provides suggestions to

governments about how to build equal and collaborative partnerships with voluntary
organizations through adequate funding mechanisms. Besides,

civil society

advocates

can also use the evidence from this study to promote the unique identity, value and
function of community-based voluntary organization in society.
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Chapter Two

Literature Review

The research questions of this study are related to several different, but
interrelated theoretical and empirical areas, including social welfare policy, relationships
between governments and voluntary organizations, management of purchase

of service

contracts, and the nature of voluntary social services organizations. A conceptual model

to guide this study was constructed based on the concepts, theories, and empirical studies
related to these various areas. This literature review chapter includes seven sections. The
conceptual model is presented in the first section. The major elements of the conceptual

model are then discussed in sections two to
organization relationships, POSC,

six.

They include govemment-voluntary

the definition and characteristics of

voluntary,

community-based, social services organizations, the impacts of POSC, and rival theories

to explain

these impacts.

A review

and analysis of methodology used

in

various

empirical studies is presented in the seventh section. Then, the gaps in theories and
empirical studies are outlined

in the eighth section. Finally, how the design of

the

investigation was shaped by the literature review is discussed in the final section.

2.1

The conceptual model

A conceptual model was constructed in order to understand the research
guide the study. It is displayed in Figure A.
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issues and

Figure

A. The Conceptual Model
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In this model, the government-voluntary organizations relationship and POSC are
recognized as two closely interrelated systems. On one hand, the current government-

voluntary organizations relationship is seen to direct and determine the method of
goveÍìment funding. On the other hand, the operation of the POSC becomes a critical

factor

in

defining the govemment-voluntary organizations relationship, because it

articulates the roles and responsibilities

of both sides and the procedures of

their

interaction. This conceptual model demonstrates that the impact of POSC on the
voluntary organizations is not simply limited to its use as a financial mechanism. Instead,

the impact of POSC is wide ranging and must be understood in the context of the
government-voluntary organization relationship. The impact of POSC is also detennined

by the characteristics of voluntary,
However, according

community-based, social service organizations.

to the rival theories, there are other factors, which may

also

infl uence or ganizational chan ges.

Because POSC takes

the form of a legal agreement,

it

makes

a

powerful

contribution to defining the government and voluntary organizations relationship. In this

study, the operation and activities
conttacts, types

of POSC are examined to

understand models

of

of contracts, contracting procedures, the management and monitoring

process, and contract renewal or termination. First, models of contracting including the
market model of contracting and the alternative model of contracting (Kettle , 1993; Savas
19871'

cited in Johnston and Romzek, 1999) must be considered. The major concern is

the level of competition involved in the contracting procedure. According to DeHoog

and Salamon (2002), types

of contracting can also be classified into competitive

-17
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contracting, negotiated contracting, and cooperative contracting. Second, contracting
procedures include the activities

of contract initiation, solicitation of bids, proposal

review and contract award (DeHoog and Salamon; 2002). Third, management and

monitoring processes include actual performance

of

service tasks, accountability

methods, monitoring and evaluation procedures, frequency and form of payment systems,
and contract amendments (DeHoog and Salamon; 2002; Gronbjerg, 1991). Finally, the
process of contract renewal and termination are also examined.

This investigation of POSC activities intended to illuminate the broader principles,

norlns, rules, and decision-making procedures that govem the relationship between
governments and voluntary organizations through contract
understand the nature

of this

funding. It attempted

to

contracting partnership between the govemment and

voluntary organizations. Through examination of the power balance in this partnership,
this study intended to understand the extent to which a collaborative partnership existed

in the government

and voluntary organizations contracting relationship. "Does the

mechanism of POSC involve imposition of an audit model as part of the contracting
relationship?" and "does it transform voluntary social services organizations into quasigovernment systems?" were the questions proposed.

In this

conceptual model, the focus

is on the impact of

POSC on voluntary

organizations. Organizational changes caused by this contracting relationship can be
understood in four dirnensions: goal distortion/deflection, autonomy, accountability, and

devoluntarization (Kramer, 1994).

In addition, this study explored the advantages of
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POSC for the voluntary organizations. Goal distortion/deflection means that voluntary
organizations are forced to change their missions or goals in order to obtain and sustain
the POSC funding from governments. For the issue of autonomy, the concern is the loss

of independence of voluntary

organizations

in

decision-making related

to service

programs, client eligibility, staff qualifications, and organizational administration and
govemance because of the requirements of the purchase of service contracts. The role

of

voluntary organizations in advocacy and the flexibility and responsiveness of voluntary
organizations to the needs

of communities are also included in the consideration of

autonomy. Regarding accountability, this study attempted to understand the effects of
current accountability measures and monitoring procedures

of

purchase

of

service

contracts on voluntary organizations. What level of financial, technological, and human

resources

did govemments provide for voluntary organizations to implement

these

accountability requirements? Besides, the issue of devoluntaiztion was examined by
assessing

the increased formalization, bureau cratization, and professionalization of

voluntary organizations and the minimization
provision and

in

governance (Kramer,

of the role of

volunteers

in

service

1994). Finally, exploratory data about

any

positive effects of POSC on the voluntary organizations were also used to elaborate the
conceptual model.

Even though this study argued that POSC

is a powerful tool to define the

govemment-voluntary organizations relationship and has irnportant impacts on the
voluntary organizations, many scholars (Karamer, 1994; Salamon, 1995) have argued
that the organizational changes described above might not be caused only by POSC.
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They have suggested that other factors, including the requirements from other funding
sources, the developmental stage

of voluntary organizations in the organizational life

cycle, the intemal responses of voluntary organizations to the contracting requirements,
and other social policies and regulations might also contribute to these organizational
changes. Hence, these rival theories were also incorporated into this conceptual model to
increase the credibility of this study.

This conceptual model guided the data collection and analysis process in this study.
However,

it is important to note that, according to the principles of naturalistic inquiry,

context sensitivity, and progressive focus of qualitative research design, this conceptual
model was provided only as a frame to understand the research issues. In addition, the
perception of voluntary organizations of these research issues is the focus of this study.

2.2.

Government-voluntary organizations relationship

In the conceptual model, the government-voluntary organizations relationship is an
essential issue for understanding the operation of POSC and its irnpact on the voluntary

organizations. In this section, the definition of "the voluntary sector" and the issues
related

to it are examined. Then, the different theories and models related to

the

government-voluntary sector relationship are discussed in order to provide a context for

understanding

the

contracting relationship between govemment and voluntary

organizations. The relevance of these theories to this study is also explained. Finally, the
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findings of the empirical studies related to the goverrìment-voluntary partnership through
contracting are discussed at the end of this section.

2.2.1.

The voluntary sector

It is not easy to define the voluntary sector. Organizations within this sector vary
significantly in their size, function, legal status, and scope. Voluntary organizations can

range from small community-based organizations

to large

national umbrella

organizations. Some provide services such as social services, health, education, and arts
and culture. Others act on specific issues related to particular causes. There are also
groups related to religion, environment, law, politics and advocacy, and so

registered as non-share capital corporations.

A

subset

on.

Some are

of them are also registered

charities. The essential role of this sector has been recognized as "one of three pillars
that constitute Canadian society, together with the public and private sectors" (p.1), in An

Accord bet¡¡een the Government of Canada and the voluntary sector (Voluntary Sector

Task Force, 2001)-the first agteement between the federal govemment and

the

voluntary sector to define their relationship in Canada.

However, there is little consensus about the definition of the voluntary sector
because

of competing conceptualizations and different academic disciplines. The labels

used for this sector include not-for

economy (Febrarro, Ha1l,

&

profit, charitable, third sector, civil society and social

Parmegiani, 1999; cited

in

Scott,

2003). The

term

"nonprofit" comes from the language of economics and is widely used in the North
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American literature (Hall, & Banting, 2000). From this view, the defining characteristic

of a nonprof,rt organization is its operation with a non-profìt distribution constraint (Hall

& Banting, 2000). This term has been cnticized for its stress on the residual model. The
term "voluntary sector" originally came from the sociological studies of voluntary
association and its major application came from the British literature.

It highlights the

non-paid and self-governance characteristics of the board and the major resource of
volunteers in voluntary organizations. Nevertheless, this label seems to imply that the
entire operation of voluntary organizations relies on the volunteers, but this is contrary to

reality. For example, according to the NSNVO, in

Canada, voluntary organizations

employed 2 million people-almost two in ten working Canadians

in 2003 (Statistics

Canada,2004).

The term "third sector" comes from political science. This term is used to
distinguish the third sector from govenìment and the private
However,

it seems to imply

other two types

society"

of

or

business sector.

that third sector organizations are less significant than the

organizations (Hall

&

Banting, 2000). By contrast, the term "civil

is from a less tightly coherent but much older tradition and is

stronger in

European scholarship (Lyons, 1996; cited by Nowland-Foreman, 1998). The civil society

concept emphasizes the capacity of these organizations to promote active participation

and build social capital. Nowland-Foreman (1998) noticed that the

"civil

society'

tradition has "a particular interest in smaller voluntary associations and especially those
that are rnembership based" (p.112), because these organizations provide people with
opportunities to share their views,

to

organize, and to provide services. The "civil

.,.,

-LL-

society" approach is more concerned with what can help build stronger communities
rather than with what can be acquired from the community. Finally, the term "social
economy" is derived from French thinking.

It

analyzes the sector in terms

of economic

behaviour. Etherington addressed this concept in noting that the "social economy"
approach

is "describing the sector not as voluntary or philanthropic action or as civil

society but according to what is its economic value" (cited in Harris, 2000, p.320).

One widely used definition

is offered by the

Nonprofit Organizations (ICNPO), developed

International Classification of

by the Johns

Hopkins Comparative

Nonprofit Sector Project. The ICNPO applies a "structural-operational" definition to
identify five key characteristics of the nonprofit organization:

"

Organized:'

The key concept is not that the organization be legally recognized but that it has

some institutional reality (e.g., some degree
persistence of goals) to give

o

it

a degree

of intemal structure, relative

of organizational performance.

Private:

The organization must be institutionally separated from government. It must be

"non-governmental"

in the sense of

being structurally separate from the

instrumentalities of government and in not exercising government authority.
Non-profi t-distributiing:
The organization must not return any profits generated to the owners or directors.
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o

Self-governing:

The organization must be equipped to control its own activities and not be

so

tightly controlled by govemment or private business that it essentially functions
as

o

a part

of these institutions.

Voluntary:
The organization must have a signifìcant degree of voluntary participation, either

in the conduct of its activities or in the management of its affairs. Membership
must also be free

of

coercion so that organizations

in which

membership is

required by law would be excluded. (Salamon, Anhier and Associates, 1998)

In Canada, the definition of the voluntary sector in the Accord is consistent with the
definition of ICNPO:

"This sector consists of organizations that exist to serve a public benefit, are
self-governing, do not distribute any profits to members, and depend to a
meaningful degree on volunteers. Membership or involvement in these
organizations is not compulsory, and they aÍe independent of, and
institutionally distinct from the formal structures of government and the
private sector. Although many voluntary sector organizations rely on paid
staff to carry out their work, all depend on volunteers, at least on their
boards of directors. (Voluntary Sector Task Force, p.3)

In

conclusion,

functioning

to define the voluntary sector is an attempt to understand

the

of voluntary organizations in our modern society-the individual and

collective effort to pursue the public good. Their actions are distinct from the operation

of government and markets. In addition, it is important to understand that their unique
contributions to the quality

of life in

Canada are intertwined with their distinguished
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mission, identity, autonomy, structure, and

base-the characteristics of

resource

voluntary organizations.

2.2.2.

Theory of government-voluntary sector relationship

Salamon (1995) has argued that different funding tools are the instruments of
governments' action to define their relationship with voluntary organizations. Hence,

theories related

to the goverrìment-voluntary sector relationship are essential for

understanding the nature

of the relationship between govemment and voluntary

organizations through the funding mechanism. Unfortunately, Salamon (1995) has also

offered the criticism that both the traditional theories of the welfare state and of the
voluntary sector have failed to provide a reasonable and useful model to interpret the

flourishing cooperation between governments and voluntary organizations.
section, the contents include Young's categonzation
relationship models, Salamon's theory

of

of "third party

In

this

govemment-voluntary sector

government" (lgg5, p.6) and

literature about the government-voluntary sector partnership in practice.

zation of t

Young (2000) presented alternative models of the govemment-voluntary sector
relationship based on the categonzation of prevailing theories. These theories classified
the relationship between the govemment and the voluntary sector into three categories:

supplementary, complementary, and adversarial.
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In the fìrst category,

voluntary

organizations operate independently as supplemenls to government (Young,2000, p1a9).

This theory was originally built by Weisbrod (1977). He argued that the rise of the
voluntary sector occurs because of the failure of the market and govemments to provide
"collective goods". Voluntary organizations were developed to

fill

the gap in service

demand, which government was unable to provide. The critique of this approach is that

it

ignores the interrelationship between goveÍrment and voluntary organizations. It cannot

interpret why the cooperation

of

governments

with voluntary

organizations is

significantly increasing through a different funding mechanism.

In the second category, voluntary

organizations are engaged

in an adversarial

relationship with the government (Young,2000, p.155). This view is also based on the
theory of govemment failure from Weisbrod (1977). The govemment fails to serve the
needs of the

minority. Hence, the minority organizes itself on a voluntary collective basis

to let its voice be heard. This approach is useful in explaining the functions of voluntary
organizations in advocacy, especially in the area of policy-making and service delivery.

However, if this adversarial relationship exists between the govemrnent and the voluntary
sector, the size of voluntary organizations should be inversely related to the level

of

conflict, and the voluntary organizations should not have received funding from the
govemment

to support their activities, including advocacy. In reality,

even though

voluntary organizations and government may act in opposition to each other because of
conflicting objectives, often, they are seeking collaboration in service delivery.
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In the final category, voluntary organízations work as complentenls to government
and in partnership

with governments (Young, 2000, p.153). This view was advanced by

Salamon (1995). He emphasized that the failure of markets causes the expansion of

voluntary organizations. From this perspective, the goveûìment and the voluntary sector
are engaged

in a partnership or contractual

relationship, because govemments have

financed voluntary organizations to provide services. Without this partnership, the
government is unable to provide direct services and voluntary organizations would not
have enough funding to function. This idea

will be articulated further in the following

section.

Third partv qovernment

Salamon (1995) proposed a new theory

of the American welfare state, called

"third-party government" (p.41), to explain the nature of this govemment-voluntary
sector partnership. He pointed out the distinguishing role

of goverrrment

as a provider

of

funds and direction, rather than as a provider of direct services in the American welfare
state, based on a pluralistic political structure.

In considering economy and flexibility,

govemments are encouraged to make use of a variety of third parties to carry out direct

services. Indeed, voluntary organizations are among the most suitable candidates to
involve in this system of third party government, because these organizations purse
public goods instead of private profit. Consequently, govemments have the power not
only to decide about the spending of public funds, but also to exercise public authority
over voluntary organizations for the delivery of services. From this perspective, Salamon

a-l

(1995) argued that this concept of "third party government" is essential for understanding

this govemment-voluntary sector partnership. However,

it

also implies that a power

imbalance is inherent in this partnership, because governments have control over funding,

accountability requirements and other regulations.

The qovemment-voluntary sector partnership in practice

The partnership is a complex issue in practice, because a power imbalance exists
between government and voluntary organizations. The question confronted here is the

equality of this partnership. Recently, governments' move to employ more contracted

funding has attracted much attention to the equality issue and also to its impact on
voluntary organizations. Voluntary organizations might be treated as a vendor agency of
government rather than as a partner. Salamon (1995) describes three rnajor concems
about the partnership with government from the perspective

of the voluntary

sector:

agency independence, vendorism, and agency management and bureaucratization. From

this perspective, involvement with the government may make voluntary organizations
lose their independence and become the subordinate agents of the government. Their
missions would be distorted to serve the priorities of the government instead of the needs

of the community. The government will use the mechanism of funding to manipulate and

transform

the voluntary organization to more professionalism and

Accountability requirements

of

bureaucracy.

governrnent force voluntary organizations

to

invent

intemal administrative structures that reduce the flexibility of the organization and
threaten its egalitarian, voluntary character.
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However, Salamon (1995) argued that these impacts on the independence and the
mission of the voluntary organization might not only come from government. Voluntary
organizations also have significant funding from private nongovernmental sources.

These sources have their own priorities and concerns, which

voluntary organizations. With regard

to

will be imposed on

professionalization and bureaucratization,

Salamon (1995) called for caution because increased professionalization has been the
major trend in many service fields, in which voluntary organizations have been greatly

involved. Salamon (1995) argued that part of the pressure for professionalization indeed
came from the voluntary sector instead of governments. More business-like management

might also come from the requirements of private funding sources instead of government.

In order to protect the unique identity and autonomy of voluntary social service
organizations and
governments,

to avoid the

negative impact caused

it is necessary to develop

by the controlling power of

collaborative contracting partnerships. Austin

(2003) noted that successful contracting seems to depend more on the quality of long-

term collaborative partnerships between govemments and voluntary organizations than
on technical performance issues. Based on an idea from Kingsley et al (1997, cited in

Austin 2003), Austin (2003) argued that strengthening the public-private partnership
should leave the old "audited" model of contract compliance activities and move into the

new "partner" model of shared values, expectations, and outcomes (p.lOa). Yet,

a

difficulty exists for research in the challenges about how to clearly and effectively define
and assess this collaborative relationship. Austin (2003) cited the work of Mattessich and
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Monsey (1992) and outlined the key dimensions required to understand the collaborative
partnership. They include the assessment of the following issues:

o

The mission and goals of the partnership

ø

The nature of facilitated collaboration

o

The managerial leadership requirements of all partners

ø

The time commitment to building trust and promote participatory problem solving

,

The multiple levels of staff involvement required

o

The use of interagency working groups

o

The conflict resolution processes

o

The start-up funding required

E

The adequacy of financial and human resources to carry out collaborative
partnerships

(cited in Austin, 2003, p103)

This frarnework was be helpful for this study in its effort to understand the extent of
collaboration existing in the current contracting partnerships between govemments and
voluntary social service organizations.

The relevance of theories to this research

This research focused on voluntary, community-based, service organizations with

major funding from governments. The existing relationship between them can be
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described as a partnership in practice. This study argued that govemments use different

funding tools to define their role in social services and their relationship with voluntary

organizations. It implied that the funding mechanism is a significant political economy
factor in the environment of voluntary organizations. This research applied Salamon's
goverrlment-voluntary organizations partnership model to investigate the nature of the
existing contracting relationship between the researched organizations and govemments.

Through the review

of

documents and interviews, this research was intended to

understand the practice of this partnership in terms of the following questions. How did
these voluntary organizations view their relationships

contracting? In the view

with goveûtments through service

of the voluntary organizations, did

different funding

mechanisms cause different levels of power imbalance in the partnership? And, how did

this affect the voluntary organizations? This research was intended to understand the
extent

to which a

collaborative partnership

did exist in the current

contracting

relationship between govemments and voluntary organizations.

Empirical literature on government-voluntary contracting
partnership

2.2.3

The interest

in the investigation of the impact of

POSC on the govemment-

voluntary organizations relationship seemed to advance one decade earlier in the United
States than

in Canada (Hall & Reed, 1998; Kettner& Martin,7987; Kramer& Grossrnan,

1987; Lipsky

&

Smith, 1990; Salamon, 1992; Rekart,7997; Scott,2003). This trend

might reflect the timing of changes of political climate for social policy in these two
countrìes, since the Regan era in the U.S.A. (1980s) and Brian Mulroney's conservative
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government in Canada (1990s). The devolution of the government social programs and

the reform of the welfare state (Lipsky

& Smith, 1993; Rice & prince, 2000) had

significant impacts on the voluntary sector and caused attention for research.

Overall, the findings

of

several studies have revealed that the distinguishing

feature of contracting "partnerships" is not mufual dependence, but unequal distribution

of power between goveÍrment and voluntary organizations (Gronbjerg, TggI; Kramer,
1994; Kramer

& Grossman,7987; Lipaky & Smith, 1990). Based on the findings from

three studies in the San Francisco Bay Area, Kramer and Grossman (1987) suggested

that, the analysis

of the contracting

procedure and culture revealed a "quasi-market

system shaped by supply and demand, political influence, and other contextual factors"

(p. 51), rather then a conventional image of a " government-voluntary agency partnership

in which power considerations are minimized" (p. 51). Similarly, after a comprehensive
review of several studies in contracting, Kramer (199Q argued that, "the POSC regime
can occasionally function as a partnership, more often

it

operates as a quasi market that

has a game-like character that is shaped by the power relationships between govemment
and its service providers" (p. 54).

Moreover, Lipsky's
broader growth
governments

&

Smith's (1990) research has also demonstrated that the

of govemments' contracting with voluntary organizations has given

a critical position to

exercise increasing dominance on affecting the

character of the contracted voluntary social service organisations. Most results of these
studies seem to be consistent with Salamon's (1995) theory of the third party model
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of

the government-voluntary sector relationship. These results also conform to Salamon's
concerns about the unequal power distribution inherent

these studies seem to reveal a lack

in this partnership. However,

of effective theoretical frameworks to define

the

contracting partnership clearly and functionally. For example, how can we define

"

partnership" and what does it mean in a "quasi-market system"? These studies seem to

be descriptive in nature and their validity for generalization is limited, because the
theoretical foundation for inferences is not well developed.

2.3

Purchase of service contracting

In this section, another important element of the conceptual model-purchase of
service contracting is discussed. First, the concepts and issues related to POSC are

presented. Second, theories of contracting and pnvatization and their relevance to this
study are discussed. Finally, the empirical studies of social services contracting are
examined.

2.3.1

Concepts and issues

Definition

POSC has been increasingly used in Canada, even though the actual amount of

funding transferred through this mechanism cannot be retrieved. According to the
NSNVO (Statistics Canada,2004),in2003, government grants and contributions were far
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higher (31% of total revenues of all voluntary organizations) than government payrnents

for contracting goods and services (18%). However, because govemment grants

and

contribution agreements can also be used to pay for the delivery of goods and services on
behalf of govemment (p.22), the amounts of government grants and contributions might

be overestimated

in this national survey. Consequently,

govemment payrnents for

contracting were underestimated.

According to the Treasury Board Secretariat of the Govemment of Canada (TBS),
"purchase

of service agreements" belong to the category of "contribution agreements",

which are conditional transfer payments to an individual or organization for a specified
purpose. Purchase of service agreements are subject to being accounted for and audited.

Unlike "contract agreements" tendered under an open biding system, including both for-

profit and nonprofrt organizations, "Contribution agreements" do not limit consideration
to the lowest bidders and often set out preferences for voluntary sector providers (cited in
Scott, 2003). With regard to the difference between grant funding and POSC, Scott

(2003) addressed the key distinction as the degree

product. Through POSC, the

of control over the process

and

goverrìment imposes more control over voluntary

organizations to pursue the priorities

of funders. This

mechanism has a significant

impact on voluntary organizations.

Kettner and Martin (1987) highlighted the nature of POSC as a "legally binding
system" (p. 22), which is enforced by law. They described the difference between grant

funding and POSC. The role of the government and its relationship with the service

34

delivery agency alters significantly through the use

of

these two different funding

methods. By providing grants, the government agency is a patron to support the
organization to

fulfill its mission. In contrast, through POSC, the govemment

agency

acts as a purchaser ofservices toward the service provider.

DeHoog and Salamon (2002) noted that, "Purchase

of

service contracting

essentially involves an agreement under which a government agency enlists a private
organization to deliver a service to an eligible group of "clients" in exchange for money"

(p.320). They emphasized that human services have several
distinguishes them from other types

of

characteristics that

contracting. First, the measurement of

performance and results is problematic, because the services are intricate, involve many

uncontrollable variables, and produce unceftain outcomes. Second, the costs may be

difficult to reduce because human services are usually highly labour intensive. The
exercise of discretion by service providers is an important part of the process. Third, the
purchasing agency cannot avoid investing significant time and resources in reviewing and

monitoring the service delivery process. (p.320)

Variation

DeHoog and Salamon (2002) classified different types

of POSC in order

to

understand the various dimensions existing in the contracting relationship between the

government and service organizations. The first is competitive contracting. It requires

the potential providers to submit competitive proposals. The second is negotiated
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contracting. It invites

a

limited number of potential providers to express their interests in

providing a range of services. Then the government agency chooses one or some to
negotiate more concrete conditions of the agteements. Finally, a cooperative contracting

approach can be used when the government agency expects

to

establish

relationship with a reputable service provider. The government agency

a

strong

will work with

the provider to ensure the delivery of the required services in the future (p.322). These

three types of contracting offer a framework to examine the relationship between the

goveÍìment and the service organizations.

Contractinq Procedure

The POSC process involves many important steps. These steps present the framework

for understanding the contracting procedure. In practice, some of the steps might be
omitted or reaffanged because

of different conditions. According to

DeHoog and

Salamon (2002), the critical steps of POSC are the following:

u

Service planning and contract initiatron:

This step is used to detennine whether the service can or should be
purchased. It can involve the evaluation of the goals, the resources, the
capability of government agencies and potential service providers, and the
analysis of cost, timing and legal parameters.

3ó

o

Solicitation of bids:

There are two phases involved in this step. The first is preparing the

solicitation A Request for Proposal (RFP) or solicitation of bids, must be

prepared. The document would include the service

specifications,

evaluation criteria and agency eligibility. The next step is advertising the
solicitation.

ø

Proposal review and award:

Award decisions are

a

key step in the contracting process. The faimess of

the process is the major concern. Once the award is determined, the
contract might need to undergo another process of negotiation for contract

specification and performance measurement.

o

Contract management and monitoring:

Monitoring and evaluation must be implemented to assure accountability.

Public officials can employ several accountability methods to review
contract compliance and service performance. These methods can include

regular site visits, monthly or quarterly reports, random checks of the files,
financial documentation of costs, and a client complaint mechanism.

c

Contract renewal or termination:

This can be a difficult decision and highly political process.
(DeHoog & Salamon, 2002, pp.324-327)
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2.3.2

Theories of contracting and privatization

The current era of government devolution is driven by the force of the neo-liberal
ideology to "reinvent" government, which means to downsize government, decrease the
monopolistic control of the state, and improve the efficiency of public agencies (Shields

& Evan, 1998). Simultaneously, contracting out for service becomes the major strategy
to accomplish these purposes (Johnston & Romzek,7999; Hall & Reed, 199s). In

a

contractual relationship, government preserves the responsibility for f,rnancing a service,

but delegates the service provision authority to a private or voluntary organization
(Handler, 1996, cited

in

Johnston

&

Romzek, 1999). There are two models of

contracting. One is "the market model of contracting", and the other is an alternative
theory of pnvatization and contracting (Johnston & Romzek, 1999).

In the market model of contracting, the competition principle of the private market

is viewed as an imporlant mechanism of

contracting procedures

for

generating

efficiencies (Savas, 1981; Kettl, 1993; cited in Johnston & Romzek , 1999). Competition
among private and voluntary organizations is believed to lead to lower costs, increased
responsiveness, and improved quality of service (Panet

and Romzek (1999) cited the words

& Trebilcock, 1998).

of Schlesinger et al., "the

Johnston

greatest potential

advantage of a contract-based system rests in the ability to promote competition among
private agencies" (p.385).
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However, an alternative theory of pnvatization and contracting doubts the viability

of the market model in the social service area (Kettl , 1993, cited in Johnston & Romzek,

1999). This theory argues that no true competitive private market does exist for social
services because of the shortage

of service providers. Besides, if the social service is

identified as a collective good, equity is an important issue and responsiveness to the
public is legitimately required (Heim, 1995; cited in Johnston & Romzek, 1999). Hence,

the competitive market advantages are inappropriate in these service areas.

Since

competition does not really exist, the gains from contracting will be diminished (Prager,
1994; cited in Johnston & Romzek, 1999).

This research was interested in the extent to which the current practice of POSC in
social services conformed to either of these two theories of contracting and privatization.
Does the current operation of POSC follow the competition principle of a market model,
and how does

it affect the voluntary social service organizations? Or does it more closely

resemble the alternative theory of pnvatization and contracting, because competition and
market viability are limited in social service areas? If the latter is true, how does this type

ofcontracting affect the voluntary social service organizations?

2.3.3

Empirical studies of social se¡vice contracting

On one hand, the lack of social seruice contracting theory has been recognized by

many authors (Salamon, 1989; Van Slyke, 2003). Consequently, this lack of theory
makes the empirical studies

in this

area very limited
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in terms of their theoretical

gounding. On the other hand, the lack of data-based studies also reflects the need for
further research in this area. Van Slyke (2003) has commented that, "much of the work

has been conceptual, prescriptive, and case specific rather than empirical

and

gereralizable based on primary data collection" (p.298).

Kettner and Martin (1990) have tried to develop a theoretical framework to
identify the "partnership model" and "market model" of POSC. In the partnership model,
the governments' decisions about POSC consider the factors of "service system, funding,
and history and tradition, instead

of cost, productivity, and availability and capability of

contractors" (p. 18). The POSC administrative mechanisms of the partnership model also
include "request for proposals, cost reimbursement, multi-year contracts, and government
and non-profit contractors" (p. 19), whereas the market model involves "invitation for
bids, unit cost, fixed-fee, incentive and single-year contracts, and govemment, non-profit
and for-profit contractors" (p. 19). Unfortunately, this theoretical framework has only

limited empirical validation (Kettner
data analysis of

fifty

& Martin,

1990; Martin, 1986). This secondary

state social services block grant agencies indicated the existence

of

two different models of POSC. However, the predicted administrative mechanisms could

not be proved in the "market model", because none of these predicted mechanisms
associated with "market model" demonstrated positive loadings

in the factor

analysis.

Even though the empirical test of this "partnership/market models" dichotomy has some

limitations, it still provides a useful framework for research.
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Several empirical studies examining the government-voluntary social service
contracting relationship have resulted

in a quite consistent finding that the standard

market rnodel of POSC does not apply to social service fields (Kettner & Martin, 1994;

Malka, 1990; Mankintosh, 2000; Panet

&

Trebilock, 1998; Van Slyke, 2003). The

finding from Malka' s (1990) research with Pennsylvania's 500 contracted child day care
programs confirms that the conditions for efficient contracting, including competition,
low-cost bids, and effective accountability monitoring by governments, are not met in the

contracting practice. Kettner's and Martin's (i994) research on 50 state contract
agencies revealed the tendency

to maintain the contract relationship with the same

contractor year after year in providing social services to children and families, adults and
the elderly, the unemployed, and people with mental illness.

Sirnilarly, Panet and Trebilock's (1998) case study of the Ministry of Community

and Social Services (MCSS) in Ontario demonstrated that the standard privatization
rnodel has limited application
awarded

in a non-competitive

to social services delivery.

Contracts are generally

fashion and contract tennination discipline is rarely

applied. The results of Van Slyke's (2003) interviews with both public and voluntary
organization mangers in New York State also suggested an absence of competition and
public-rnanagement capacity in social service contracting. Hence, the overall findings

of

empirical studies seem to support an altemative theory of contracting and pnvatization.
The viability of the competition principle of the market model is very limited in social
service contracting.
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2.4. Voluntary, community-based,

social services organizations

In this section, the definitions of social services organizations and community-based
organizations are addressed. In addition, the relevance of the characteristics of voluntary

social services organizations to the impact of POSC is examined according to the
findings in relevant empirical studies.

2.4.1.

Socialservicesorganizations

The field of voluntary social service is diverse and there are many debates about the

content of this

field. The term "social

Second World

War. In the United States, this term generally

services" has been widely used since after the
refers to those services

designed for individuals and families regarding societal support, but excluding the major

independent fields

of

services--health, education, housing, and income maintenance.

Thus, social services include the social care provided

to

handicapped children and youth, the needy elderly, the mentally

deprived, neglected, or

ill

and developmentally

disabled, and disadvantaged adults (Smith, 2002,p.152).

The ICNPO system, which has been used widely by other countries, categorizes
voluntary organizations into 72 major activity groups. According to the ICNPO system,
social selices or ganizations include:

"organizations and institutions providing human and social services to a
community or target population. Three subgroups are included: (1) social
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services (including organizations providing services for children, youth,
families, the handicapped and the elderly, and self-help and other personal

social services); (2) emergency and relief; and (3) income support and
maintenance. (Salamon, Anhier and Associates, 1998)

Smith (2002) has noted that, "a fundamental transformation of nonprofit social
services" has occurred in the past twenty-five years" (p.150). This transformation has
increased the scale and scope of government support to social services. Many scholars
and policymakers have argued that the definition of social services favours government

provision over other forms of provision (Browne, 1996; Rice & Prince, 2000; Torjman,

2001). On one hand, the govemment is expected to provide the services. On the other
hand, the pressure of "reinventing govemment" supported significant cuts in government

spending. The result is that the government uses more service contracting instead of
traditional grants. The relationship between the voluntary social service organization and
the government is restructured. This change has caused many concems about the future

of voluntary social services organizations. Most of

these organizations are small,

grassroots, and sometimes not able to respond to the growing demands from government

for greater efficiency and accountability. Even though these organizations might be able
to survive, their distinguishing features of mission, independence, community-basedness,
and voluntary action might be lost under the manipulation of governments.
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2.4.2.

Community-based organizations

Community-based organizations, also known

as "alternative"

organizations,

emerged in the human services field in the 1960s. These organizations were developed to

provide services to particular people in need, who were ignored or oppressed by the
traditional bureaucracies (Lewis, J. 4., Lewis, M. D., Packard,

These organizations were distinguished

as small,

&

Souflee, Jr', 2001)'

nonbureaucratic, non-profit

organrzalions with

little or no government funding. Perlmutter (1995) described this type

of organizations

having the following characteristics:

as

They are deeply committed to social change'

The principles

of

governance and decision-making emphasize the values of

equality and collegial participation.

They are designed to meet the needs of special populations not being served by
existing agencies
Their services are often exploratory or innovative
Staff are deeply committed ideologically to clients.
The size of the organization is a critical variable; it is preferably small.

Organizations are usually in a marginal economic position. (cited in Lewis et al.,
2001)

These community-based organizations often survive or grow by acquiring funding

from govemment. Holleb and Abrams (1975) suggested that this process eventually
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bureaucratizes these organizations and they are not able to retain their original mission
and philosophy (cited

in Lewis et al., 2001). Lewis et al. (2001) also note that it is very

hard for these organizations to maintain their original values and identity while trying to
adapt to the world of POSC. Perlmutter (1995) even suggested that such organizations
need to be comfortable with risk taking and periods

of economic uncertainty if they want

to avoid becoming bureaucratic. In order to maintain their autonomy and focus on their
missions, these organizations must attend

to fund-raising, which

enables them

to

be

independent from the control of government through funding.

In this study, one of the important criteria for participating

community-based

voluntary organizations was to be receiving more than half of their funding through
contracting with govemments. Hence, the features of these participating organizations

might have shifted from the characteristics of "community-based organizations" def,rned
above

by

Perlumtter, because

of the influence of

contracting

with

govemments.

However, in this study, "community-based" organizations were defined as organizations
that are established to respond to the needs of local communities, are governed by local
volunteers who constitute the Board of Directors, provide a non-institutional approach to

intervention, and, finally, deliver services through staff, trained volunteers and resources

frorn the local community. In addition, community-based organizations should
autonomous and responsible for their own finances (Roberts, 7999,2002).
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2.4.3.

Empirical literature related to the characteristics of the voluntary
organizations

Several investigations related to the impact of POSC on voluntary organizations
revealed different results, and this disparity seems to reflect variation
characteristics (Alexander et a1., 1999; Juillet et a1.,2001; Lipsky

in

organizational

& smith, 1993; Rekart,

1gg7). There are three major organizational characteristics that seem to be significant
mediators of the extent and the scope of the impact of POSC on voluntary organizations.

They include the size of the organization, the history and the scope of the organization
(e.g. community-based, grassroots, traditional, national, or international organizations),
and the extent to which the organization relies on funding from governrnents.

Kramer (1994) noted that, in order to survive in the contract culture, smaller
community-based organizations would be transformed to be vendors of governments. He
addressed that, "these smaller organizations, relying largely on governÍlental funding
have tended to become larger and more centralized" (p. 48), enabling thern to respond to

the operation of POSC. Lipsky and Smith (1993) found the necessity to categonzethe

non-profit organizations they studied into three types in order to analyze the variation of
the impacts of POSC. These three types included traditional organizations, community-

based organizations, and other organizations funded directly

in response to

the

availability of government funds. Their research results suggested that as recipients of
goverrrment money,

the original smaller

community-based organizations must

institutionalize quickly. The contract opportunities and the attached demands accelerate
the process of organizational development (p.

96). Lipsky and Smith (1993) argued that
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"government funding precipitated changes and growth in the services of the organization
requiring intemal formalization that was previously unnecessary" (p.266).

Rekart's (1997) case study of 15 social service voluntary organizations in British
Columbia has concluded that the expansion of the govenìment's policy of contracting out
has transformed the voluntary sector from grassroots to shadow state and reduced the
independence of these voluntary organizations in their role of advocate. Rekart (1997)

argued that this pattern of transformation

is

demonstrated obviously

in the agencies,

which traced their origins to grass-roots social movements, community action,

and

advocacy. In addition, Alexander et al. (1999) conducted multiphase research on the
impact of welfare reform on community-based non-profit organizations in Ohio. This
research also grouped the 724 non-profit organizations, which responded to the survey,

into four categories, including traditional/established, community/grassroots faith-based,
and semipublic organizations. The investigation also suggested that organizations which

are young and have a strong commitment to serving the indigent and unreimbursed
clientele were finding that their survival was more threatened in welfare reform. Most

of

them were community-based and faith-based organizations. They were dependent on
govemment funding and had limited ability

to

compete

with larger, multi-services

organizations, because they lacked the administrative capacity or resource pool necessary

for performance-b ased contracts.

In contrast, the research of Juillet, et al. (2001) on the impact of changes in the
funding envirorulent on non-profit organizations suggested that, "the dramatic view of
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a

wholesale transformation of the third sector is overstated" (p.
research emphasized the resilience
changes

of nonprofit

58). The results of this

organizations not only

to adjust

but also to resist changes. Notably, this research was based on in-depth

to

case

analysis of eight national voluntary organizations in the service fields of environmental

protection, health and social services, international development, and women's issues.
The national organizations have more resources from different sources and, hence, might
have more organizational capacity and power to resist the challenges from governments.

This comparison of the different studies points out that the characteristics of a voluntary
organization are significant factors in determining the impact of POSC.

From the review of these empirical studies, service contracting funding seems to

have more significant impacts on the voluntary organizations which are smaller,
community-based and reliant for most of their funding on govemments. This conclusion

was applied to the sampling strategy for this research. In order to understand the
contracting relationship and its impact on voluntary social service organizations in depth,

this study purposively selected for study organizations with the characteristics listed
above.

2.5.

Rival theories

Organizational theory is helpful not only in providing a framework to analyze the
impact of POSC on the voluntary organization, but also in providing rival theories for
altemative interpretation

of the organizational changes caused by other factors.
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Three

dimensions

of organization theory are examined in this section.

One is to understand

organizafional environments from the perspective of systems theory. Another is resource
dependency theory. Finally, the theory of the organizational

life cycle is also applied

rival theory to

for the formalization and

understand other factors accounting

as a

bureaucrati zation of voluntary organizations.

2.5.1.

Understanding organizational environments from systems perspective

From the perspective of systems theory, a human service organization is a living
system, which develops and maintains relations with critical elements of its environment

(Kettner, 2002). Hence, the nature of the organizational-environment relationship is
essential for the survival of the organization. Human service organizations must adapt

themselves

to their external environments. In order to

environment

of a human

understand

the

external

service organization, Kettner (2002) addressed economic,

sociological, political and professional, and technological factors. These five external
elements of human service organizations provide a fundamental frame

to examine the

interaction and interdependency between organizations and their environment. For the
purpose of this research, the economic and political/professional factors are more relevant

than the other factors. However, in reality, these factors are often interrelated to each
other at different levels and scopes, and cannot be separated.

Kettner (2002) emphasized that each funding source is an important part of the
organization's relationship with its "task" (p66), and the expectations from the funding
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source should be understood. According to Thompson (1967), "task environment" refers

to elements outside an organization that not only enable it to function but also establish
the fundamental context for its operation (cited in Kettner, 2002, P. 66). Notably, most
voluntary social services organizations operate within an environment, which is governed

by the policies of and regulation from govemment (Kettner, 2002). This implies that,
when the major funding of voluntary organization is from the government, the economic

factor becomes highly interwoven with the political and professional factors. Jansson

(1994, cited

in Kettner, 2002) argued that govemment funding and posc

have

transformed the social services organization into a very complex system. He emphasized

that, through service contracting, govemments load social services organizations with
rules and regulations, which govern service provision and accountability measures. In
addition, in some fields of social services, governments' contracting agencies require that

their contracted organizations be accredited. Hence, the professional factor becomes

a

significant environmental element for social services organizations.

This research intended to understand the extent to which these complex

and

interrelated economic, political and professional factors in their task envirorunents have
impacts on voluntary social

selice

organizations, which receive major funding from

govemments through grant and service contracting. The results of this research have

contributed

to

illumination

of the

understanding

of the government-voluntary

otganization relationship from the perspectives of organizational system theory.
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2.5.2.

Resource dependency theory

According

to the resource dependency model of

organizational behaviour,

Gronbjerg (1993) suggested that "funding structures provide the critical context within

which nonprofit decision rnaking takes place" (p.32). Geoffery Vickers has
addressed that the source

and the external relations

also

of resources determines the decision making, accountability,

of an organization (cited in Kramer and Grossman,

1987).

Moreover, Alexander (2000) emphasized that "resource dependency theorists believe that
organizational goals evolve and are displaced through a dlmamic process of interaction

with the goverrìment" (p.290). Kramer and Grossman (1987) applied the resource
dependency model

to analyze

contracting

for social services in their

research and

genetalize some conclusions for fuither testing. From their perspectives, "uncertainties"
and "rigidities" of goverrìment funding strongly affect voluntary organizations, because

of the time-limited character of grants and contracts and the recurrence of underfunding.

Gronbjerg (1993) also articulated that differences among funding sources in

predictability and controllability would require different management tasks
organizational efforts
resource strategies

to perform these tasks. In

to reduce the uncertainty and

general, organizations

will

and

invent

increase control over the funding.

However, Gronbjerg (1993) emphasized that "the effectiveness of resources strategies
depends on the environment

in which the organization

patterns of funding relationships in which
research

operates and on the institutional

it participates" (p.32). From the results of their

in contracting for social services, Kramer and Grossm an (1987) categorized six

5l

types

of

organizational strategies

for coping with funding dependency: "political

advocacy, resource expansion, interagency collaboration, service delivery modification,
entrepreneurial management, and saving on staff' @aO. However, they also called for

attention to some

of these strategies, which might be very problematic for voluntary

organizations. Different management strategies involve different managerial values,
objectives, methods, and outcomes. The concem here

is with how

voluntary

organizations can avoid losing their distinguishing identity and their strong connection

with communities, while they are adopting these strategies to ensure the predictability of
and control over the funding.

The purpose of this research was to understand how voluntary, community-based,
social services organizations made the decisions and developed the strategies to manage
funding resources within their funding relationships with governments and other funding

sources. From the perspective of resource dependency theory, this research tried to
investigate the impact of the requirements from government and other funding sources on
the voluntary organizations.

2.5.3.

Organizational life cycle

The theory of the organizational life cycle was applied as a rival theory in this
research. This theory suggests that human service organizations must be attentive to the

continual changes in their environments and adapt themselves effectively

surive and grow.

in order to

Hansenfeld and Schmid (1989) proposed a practical model for
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describing the

life

cycle stages

of

a

human service organization.

This model can

be

summarized in Figure B.

Figure

B. The Organizational Life Cycles

Stages

Formation stage

Little structure and informal managerial process

+
Services have been identified
Organic structure evolves
Participative leadership is appropriate

Organizational systems need to be developed
Transactional leadership style

Strategic planning
Decentralized organizational design
Transformation Leadership

Standardized procedures may stifle initiative and

creativity

Status quo is protected

Renewal stage
Response to environment changes

Re-examine the mission, programs,
and operations

Death stage

(Hansenfeld and Schmid, 1989, modified)

According to organizational life cycle theory, human seruice organizations will
develop, become increasingly mature and formal, and finally turn into bureaucratic

structures. Formalization and bureaucratization seem to be unavoidable developments
and the natural evolution of human services organizations in their life cycle. However,

whether human service organizations are able to enter the "renewal stage" is dependent
on their internal ability to respond to environmental changes. Hence, POSC cannot be
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the only independent factor accounting for the formalization and bureaucratization of
voluntary organizations, which is examined.

2.6.

The impact of POSC

In this section, the impact of POSC on voluntary organizations is discussed from
three sources

of studies. The first

govemment funding mechanisms

-

source

is

Scott's comparison

of the different

especially grant funding and POSC funding. The

second source is research by Lipsky and Smith (1990). They examined the effects

of

goveÍìment's accountability requirements on voluntary organizations in terms of staffing,
clients and programs and facilities. The final source is Kramer's (1994) review of several

studies. He summarized the critical themes related to the impact of POSC on voluntary
organizations. In addition, several empirical studies are discussed in this part, in order to
understand the different themes related to the impact of POSC.

Scott (2003) addressed the key distinction between grant funding and POSC

as

the degree ofcontrol over the process and product. Grants are an "unrestricted source"

of

funding. The recipient agency is not subjected to monitoring, even though project reports
are requested. Hence, grants are able to provide the greatest organizalional autonomy to

recipients. Voluntary organizations have more flexibility to use the grants to pursue their
mission and serve the comrnunity. Scott (2003) commented, "Governments use grant
vehicles to advance public policy objectives, as well as to foster organizational capacity
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and innovation" (p.

16). In contrast, with POSC, governments impose more control over

voluntary organizations to meet the priorities of funders.

From the perspective

of

voluntary organizations, uncertainty

is

also the

problematic issue of POSC, because the procedures of POSC emphasize competition for
contracting and flexibility for the purchaser. Some project contracts have attempted to
reduce the cost

of administration. This action has threatened the sustainability of the

agencies. In addition, the time and resources devoted to obtaining and managing the
contracts are greater for voluntary organizations than those used for grants. POSC are

also designed to implement higher standards of accountability measures to monitor and
evaluate programs. This raises concems about the impact on organizational autonomy
and independence. Voluntary organizations are in danger of being trapped in the tangle

of complex rules and regulations of governments.

The extensive study by Scott (2003), Funding Matters; The Inzpact of Canada's
New Funding Regime on Nonprofit and Voluntary Sector Organizatiorus, included a series

of

focus groups attended by more than 100 voluntary organizations throughout the

country, roundtable discussions with funders, a selÊreport surveys, interviews with key
informants and in-depth case studies. The results of this research indicated that the new

funding approach, which has shifted from a stable core funding model to a contingent

project funding model, has resulted

in

several worisome impacts

on

voluntary

organizations in Canada, including the volatility of the funding environment, a tendency

to mission drift, loss of infrastructure, reporting overload, advocacy chill, and human
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resources fatigue. Even though the purpose of this study was to identi$r the impacts

of

funding mechanisms from overall funding sources, constituted not only by governments
but also by non-govemment donors, the major concern was the new funding strategies of
government, the largest funder

of the voluntary sector in Canada. This

study has

demonstrated the following results:

ø

More than half of the surveyed organizations (56.4%) stated that, compared to

five years ago, there were more conditions

attached

to the receipt and

expenditure of funds from government sources (p.98).

Organizations that were dependent upon government for more than 65Yo of

their funding -those that were "government contracted" -were more likely to
have experienced significant impacts related to changing funding practices
compared to organizations with other profiles (p. 97).

Organizations were experiencing significant administrative difficulties
stemming from the timing and coordination of contract funding arrangements.

Overall, study participants viewed the increase in these types of arrangements

with ambivalence (p. 102). Two-thirds of organizations (65.3%) stated that
the increase

in conditions

attached

to funding had directly restricted the

flexibility of organizations to conduct their work (p.103).

Two-thirds (66.0%)

of the surveyed organizations

problems related to project funding (p.103).

many cases government

-

It

reported cash-flow

was noted that funders

-in

were slow in signing project contracts, and this
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leads

to

administrative difficulty

for voluntary organizations in

strategic

planning and budgeting (pp. 1 03- 1 05).
Focus groups across the country indicated that organizations are experiencing
a high rate of burnout among staff and

difficulty in recruiting and supporting

volunteers because of the new funding reforms. 93.9% of those organizations
surveyed endorsed a similar statement (p.106).
Regarding the impact of the new funding regime on the professionalization

of

voluntary organizations, only half (49.0%) reported increased pressure to hire
staff with higher credentials in order to compete for funds. However,

it is

noted that the conflict over credentials was evident among social service and

health organizations involved ìn this study (p.10S).

82.0%

of

those organizations surveyed reported that change

sources and arrangements had

in

revenue

a significant impact on their programs and

services. Seven out of ten organizations (70.8%) stated that their clients also
had been impacted by the same changes. Moreover, over three quarters of the

surveyed organizations (77 .1%) indicated that their ability to meet community
needs had been restricted due to changes

in funding environments.

The results of this study also indicated that accountability to funders is
detracting from accountability to clients, members, and communities. over

half of the organizations (57.8%) indicated that they were experiencing greater

difficulty in remaining connected to their communities and constituencies
(pp.1l3-115). In addition, this study pointed out that advocacy and advocacy
groups have been marginalized under the new funding regime (p.1 t 7).
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Similarly, another important study

in Canada from the NSNVO, titled "The

Capacity to Serve: A Quølítative Study of the Challenges Facing Canada's Nonprofit and

Voluntary Organizations" (Canadian Centre for Philanthropy, 2003), also yields the same

results. This study is based on the results of
representatives

of a diverse

array

a

nation-wide series of 36 focus groups with

of voluntary organizations and a small number of

interviews with key informants from national organizations. The results indicated the

following findings on the issue of financial capacity:

o

Funders have shifted to provide project funding, which supports only specific

programs and activities, instead

of

core funding, which supports

an

organization as a whoie. The participants indicated that project funding caused
the problems of inability to support infrastructure, danger of mission drift, and
excessive burden on human resources (pp.2l-22)

o

Participants whose organizations operated largely

with project

funding

reported having limited autonomy and independence (p.21).

e

Most participants reported that the funding expectations and requirements of
extemal funders, including government, were unduly high and had a negative

effect on their organization's ability

to fulfill its mission or

achieve its

obj ectives (pp.18-22).

o

Most participants reported struggling with increasingly onerous demands for
financial accountability, especially the restrictions on how funding can be used
and delayed in payrnents (pp.25-26).
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Problems associated with government funding policies and practices were
identified by participants, including delays in receiving funds, difficulty in

obtaining funding advances, inconsistent reporting and compliance
requirements, audit costs, constant changes of regulatory frameworks, and lack

of coordination (pp.

ø

1

6-1 7).

Financial capacity had an impact on all others areas of organizational capacity,
such as the ability to recruit, manage, and retain qualified volunteers and staff

(p.ix).

Hence, the results of this study identify the strong need for a new funding model

that will provide voluntary organizations with stability and help them to develop human
resources and organizational infrastructure, and to engage in long-term planning. This
research also proposed the need

for a new model of financial accountability that will

reduce the burden on the voluntary organizations (p.

vii).

The recently revealed NSNVO, titled Cornerstones of Community: Highlights

of

the NSNVO (Statistics Canada, 2004), indicated that l3%o of the extemally funded, social

services, voluntary organizations reported reductions
problem in 2003, and 460/o considered

noted that the capacity problems

in government funding to be a

it a serious problem.

of voluntary

Moreover, this study also

organizations varied according

to

the

primary source of funding. This study has classified the voluntary organizations that
receive more than 50o/o

of their

revenues from goveûrment funding as govemment-

dependent voluntary organizations, which comprised 17o/o

of the externally funded

organizations. Theses government-dependent organizations were the most likely to
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report capacity problems in the areas of human resources, financial issues, planning and
development, relationship and network, infrastructure, and other extemal factors.

Lipsky and Smith (1990) emphasize that contradictory principles of government
have effects on voluntary agencies through contracting. Ideally, voluntary organizations
are highly responsive

to the needs of the community. In contrast, govemments operate

with the principles of accountability and equality. By entering the contract partnership

with

government, the organizations may

government

in the areas of staffing, clients, programs, and facilities. In the area of

staffing, with the expectations
standards

be transformed by these principles of

of

govemment, voluntary agencies need

to meet

the

of staffprofessionalization and increase or decrease the size ofthe staffin the

agency according

to the contract funding from govemment. The principles of

accountably and equality have significant impacts on the clients and programs, because,

in the contracting relationship, the clients' eligibility and services are determined by the
government. The government enforces the client eligibility standards, defines the service
duration, pushes agencies to expand their client mix, or requires agencies to provide
services to clients according to the priority of the government. With regard to facilities,
the concern is that governments will impose licensing regulations on agencies to improve

their facilities' quality. However, this might influence how the organizations allocate
their limited financial resources to service delivery and may restrict their flexibility and
responsiveness to community needs. Lipsky and Smith (1993) called attention to the

possibility that the principles of govemment may transform voluntary organizations into
the new "street-level bureaucrats" through contracted funding. Their views are based on
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systematic research on the development and growth of govemment funding of nonprofit
agencies

in Massachusetts, supplemented with research in Connecticut, New Hampshire,

and Rhode Island. Their findings were also based upon 30 case studies of nonprofit
organizations regarding the effects of government funding on these organizations, other

previous research, and their own experience as members of the boards of directors of
several nonprofit service organizations (Lipsky

It is interesting to note that Brown

& Smith, 1990,p.627).

and Troutt (2003) have applied the concepts

from Lipsky and Smith (1990) to their research on 22 voluntary organizations from
different sub-sectors in Manitoba. They conducted in-depth interviews with executive
directors to investigate stability and stress in the relationship between government and the

voluntary sector. The results suggested that the voluntary organizations' response to
stress was consistent

with the findings from Lipsky and Smith. The impact of conflicting

objectives on staff, clientele, programs and facilities, from governments and voluntary
otganizatrons, were discovered. However, Brown and Troutt (2003) suggested that a

more mature and trust-based relationship seemed to be evolving between governments
and voluntary organizations because of the gradual balance between the objectives of
both parties.

Kramer's (1994) review of several studies, including the publication of five books

on contracting and other empirical studies from 1987 to 1993, revealed that certain
changes have occurred

in voluntary

organizalions

in terms of structure,

management, staffing, and service programs due
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governance,

to the changes in the funding

environment. However, from his analysis, the scope, range, and causes of

the

hypothesized impacts of POSC still remain unclear because of a lack of reliable empirical

evidence. The funding environment of the voluntary sector

is very

complex.

Govemment is not the only funding source. On one hand, Kramer affirmed the positive
effect of the POSC. It has enabled many voluntary organizations to maintain, diversify,
and even expand their services with government funding. On the other hand, he called

for attention to the impact of POSC on voluntary organizations that varies with the
diversity

of

organizational size, age, and the field

of service. The small sized,

community-based organization with funding primarily from government

will be more

sensitive to the effect of POSC. In his analysis, Kramer concluded that there are four

critical issues which are related to the impact of POSC on voluntary organizations. These

four issues aÍe:- goal distortion or deflection, autonomy, accountability,

and

devoluntari zation (pp. a9 - 5 2) .

Goal distortion or deflection

From the perspective of Kramer (1994), this is

a

misleading term with multiple and ambiguous meanings. He used the study of Liebshutz
(1992) to demonstrate that voluntary organizations tried a variety of strategies to cope

with the changes from POSC without abandoning their goals. The studies on eight
national voluntary organizations in Canada, from Juillet et al. (2001), also suggested that
the voluntary organizations have vague mission statements and this "mission vagueness"

seems

to help the voluntary

organizations through the changes

environment without amending their mission statement.
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in their funding

In contrast, Kraft and Gibelman's (1998)
organization revealed an entirely different

case study

of a grass-root, community

result. Their study demonstrated that the

POSC transformed the grassroot, community-based, and multi-function organization into

a quasi-public agency of New York state government. This agency grew from being
partly dependent on government funding to being entirely tied to POSC with government.

The contract requirements forced this voluntary organization to professionalize its staff
according to the relevant accreditation standard. Community involvement, volunteers
and donations, gradually diminished. Finally, the original prevention services provided

to the adolescents were entirely replaced by services to young adults referred from the
criminal justice system according to the requirement of POSC.

However, Kramer (1994) emphasized that certain organizational changes would
occur under POSC because of its specific administrative and accountability tasks, but it is

not necessarily a matter of goal deflection (p. 50). Nevertheless, how to draw the line
remains no simple matter.

Autonomy

Kramer (1994) defined "autonomy" as the following:

"Autonomy...can refer

to an optimum

measure

of discretion on organtzational

decision making that occurs in a context of trade-offs, exchange of resources,

as

part of the price for a measure of security and control, some sharing of discretionary
judgements about types of clients, staff, and modes of service." (p. 50)

Many studies have suggested that contract funding from govemments has affected

the autonomy of voluntary organizations (Alexander, et al, 7999; Hardina, 1990:
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Nowland-Foreman, 1998). Voluntary organizatrons are no longer seen as autonomous
representatives of communities (Nowland-Foreman, 1998). Hardina 's (1990) study

of

the effect of funding sources on client access to service included 65 social welfare
organizations

in three Chicago communities. The results confirmed that government

funding limited the flexibility of voluntary organizations to respond to client needs. The

eligibility of clients is determined by the govemment's criterion. Citizen participation and
selÊhelp advocacy efforts are less encouraged whether by grant or POSC. In addition,

McFarlane and Roch's (1999) survey of 72 voluntary social service agencies

in five

Canadian provinces also indicated that, "a small but significant portion of organizations

reported that their funding arrangements with governments leave them with no
autonomy" (p. 14).

However, Kramer adopted the evidence from Horch's study (1992, cited in Kramer,

1994) and suggested that, "the control

of goveÍrment funding on the behaviour of

nonprofit organizations is much less than is commonly believed." (p. 50). Kramer also
noted that voluntary organizations can diversify their funding sources, build coalitions

with other voluntary organizations and use their political influence to reduce

the

constraints of government funding on their autonomy. However, some questions remain:

"are the smaller, community-based, social services organizations more sensitive to
coercion from governments?" and "do they have the capacity to counter this coercion?"

Accountability

Accountability is also a confused term. Kram er (1994) noted that,

"accountability has been frequently understood
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to conflict with the autonomy of

voluntary organizations, because it implies some form of external control" (p. 51). In
fact, the voluntary organization should be held accountable to many internal or external
stakeholders, including their boards, policies, staff, clients, other donors, and so

on. They

have multiple accountability. Hence, the concern is how the interest of governments in

accountability can be balanced with the interests of voluntary organizations themselves
and those of other stakeholders (e.g., communities, clients). Another important issue

involved

in

accountability

is the complexity and difficulty in

establishing the

measurement of outcomes and performance in human services. The challenge is how to

make voluntary organizations accountable without restricting their flexibility

and

responsiveness (Kram er, 1994).

Finally, the fiscal, technological and human resource capacity of govemment to
monitor the accountability of voluntary organizations is also a crucial issue (Van Slyke,
2003; Johnston,

&

Romzek, 1999). The question is how much time and how many

resources governments

will invest into building a coliaborative contract

management

relationship with voluntary organizations. Even though some research results suggested

that accountability imposed by governments was unnecessarily burdensome (Lipsky &
Smith, 1990; McFarlane

&

that the capacity shortage

Roach, 1999; Berstein, 1991), other findings demonstrated

of governments in

contract management, especially for

establishing effective evaluation and monitoring systems, was the essential challenge in

contracting relationships between governments and voluntary organrzations (Austin,
2003; Johnston

& Romzek,1999; Van Slyke, 2003). Voluntary organizations welcome
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appropriate accountability requirements, but expect governments to provide sufficient
resources to establish these accountability measurements and implement them.

POSC

Devoluntarization

is often believed to

accelerate

the process of

"devoluntarization" in voluntary organizations. According to Kramer's (1994) definition,
"devoluntari zation" refers

"to the increased

formalization, bureaucratization, and

professionalization of nonprofit organizations and downplaying the role of volunteers in
service giving and

in

govemance" (p.52). Many scholars have suggested that POSC

procedures have blurred the boundary between the public and the voluntary sectors, and

contributed to the loss of the distinctive identity of voluntary organizations, because
the up-front control of POSC requirements (Alexander et al., 1999; Lipsky,
1993 ;

&

of

Smith,

Nowlan-Foreman, 1 998).

Kramer (1994) argued that control over nonprofit organizations did not only come

from governments but also from other donors, and that the institutionalization process
might be the normal organization life cycle for any organization. However, Gronbjerg's

(1991) in-depth case studies of four nonprofit social service organizations in Chicago
revealed that the funding from governments imposed more management tasks on

nonprofit organizations than private donors

did. The detailed analysis of

administrative work and contingencies, which nonprofits encountered

the

in dealing with

different funders, demonstrated that cenlralized control by the executive director or key
administrative staff was increased, because public funding demands high levels of
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management efforts. Gronbjerg (1991) identified two major phases and key tasks in each
phase in her study:

"The proposal and contract phasø includes consideration of proposal lead times and

complexity, funder review and approval times, and the characteristics

of

final,

legally executed contracts. The operating and reporting phase has four concurrent
dimensions; actual performance of service tasks, contract amendments, frequency
and form of paynent systems". (p.14)

Gronbjerg concluded that a public funder must impose management tasks on
social service organizations to ensure that legally mandated services are provided to
clients efficiently on a continuing basis. Hence, the process of 'devoluntarization' seems

to be unavoidable for voluntary

organizations under the contract relationship with

governments. From Kramer's point of view (1994), there are still many debates on the
level, range, and causes of these organizational changes imposed by the POSC, because

of the fragmentary and mixed nature of the evidence. This requires more reliable

and

valid research evidence.

This study of the impact of POSC on voluntary, community-based, social service
organizations used Ktamer's concepts of "goal distortion, autonomy, accountability, and

devoluntarization" as the major framework for analysis.
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2.7. Cri:ttque of empirical evidence: methodology

Some methodological issues of individual studies have been commented upon in the

previous sections. In this section, a general review and critique of the methodology in
these areas ofresearch is discussed.

Most empirical studies are qualitative and exploratory in nature

The research question regarding the impact of POSC on voluntary social service
organizations

is a very complex issue and involves several different, but

interrelated

research subjects, including social welfare policy, govemment-voluntary organizational

relationships, social service contract administration and management, and organizational

behaviour. Hence, most empirical studies, which have been reviewed in the last section,
are qualitative investigations and exploratory

in nature. They do not intend to test a

hypothesis and generalize their finding from one single theory, but attempt to understand

the research issues in-depth or build some hypotheses for future studies.
investigators

of these empirical studies used different qualitative

The

research designs to

explore the complex research issues within the specif,rc social policy, government system,

and organizational dynamics. The research methods have included surveys, in-depth
interviews, focus groups, case studies, secondary data analysis (documents and archival
sources), and multiple methods. Hence, from the review,

it can be concluded that the

qualitative exploratory research method is more suitable for the scope and purpose of this
study than quantitative research methods, though the research result might be limited in
generalizeability.
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entire sector

Most quantitative studies related to this research question are nation wide or
province wide research, for example, the studies from the Johns Hopkins Comparative
Nonprofit Sector Project, NSGVP in Canada, and Brown et al.'s The nonprofit sector in
Manitoba: A baseline survey. They are of a descriptive statistical design and focus on the
entire sector. The evidence from these investigations is not easily applied to the social
service sub-sector.

National qualitative studies in Canada are focused on the whole sector

Recently, there have been two important national qualitative studies related to

funding and capacity of voluntary sector organizations implemented in Canada: Scott's
Funding matters (2003) and Canadian Centre for Philanthropy's The capacity to serve

(2003). However, the scope of these two studies is the entire sector. Their focus groups
are established either on the basis of geography or for the specific research topics (e.g.

financial capacity, human resource capacity). The data generated cannot be broken down
according to sub-sectors or other characteristics of voluntary organizations. Hence, the
application of the evidence to this study was limited.
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Gronbjerg ((1993) has mentioned that a critical barrier for the study of voluntary
organizations existed in the lack of a comprehensive sampling frame.

It is diffrcult

to

determine the population of voluntary organizations and obtain a comprehensive list for

sampling. Even though most qualitative empirical studies have used non-probability
methods

of purposive sampling and statistical

generalization

is not the purpose of

qualitative research, it is still crucial to understand the limitations of the transferability

of

the research results.

The categorization of voluntarv oreanizations is difficult

In the section above, it has been discussed that the characteristics of voluntary
organizatrons, including size, age, scope, and funding from goveffìments, are significant

to the research results of several empirical studies related to the impact of POSC on
voluntary organizations, for example, in the comparison of research results from Juillet et

al.'s (2001) study of national voluntary organizations and Rekart's (1997) study of
community-based organizations. Several categonzation schemes

of voluntary,

social

service organizations from different empirical studies (Alexander, et a7., 1999; Lipsky

and Smith, 7993; Rekart, 1997) were also compared

in the section above.

The

categoization of voluntary organizations is necessary for understanding the impact of
POSC. However, the lack of recognized classification schemes that can differentiate the
various characteristics of a voluntary organization is a challenge for the research design
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and data analysis. For example, should we define the small, medium, and large
organizations according to the staff complements or the budgets? And what is the cutting

line? How should we define community-based organizations and

traditional

organizations? It is a difficult and debateable task.

2.8. The gap

The literature review on the impact

of

government funding

on

voluntary

organizations indicates that, in Canada, the research in this area is underdeveloped. More
research has been done
research

in the U.S.A. However, even in the U.S.A., the systematic

is largely limited to the descriptive, sector level, or from the perspective of

govemment. The empirical research in this area is still in the beginning stage. Most
empirical studies are exploratory and generated hypotheses for further testing. The body

of

knowledge lacks systematic research about the impact

of

POSC on voluntary

organizations in terms of the diversity of service fields, organizational characteristics and
relationships with government.

In

Canada, most research related

to the funding of voluntary organizations

is

relatively recent and limited. From the review of the empirical research, the gaps in
available knowledge can be identified in the following ways:
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ø

The theoretical literature review indicates that only a very limited empirically-based
theoretical body of knowledge related to the voluntary sector

or

organizations has

been constructed in the context of Canadian political culture and social policy.

ø

Most studies are applied research in nature and are not guided by theory (McKechnie
et al., 2000).

e

Most research related to the funding and financial capacity of voluntary organizations

is descriptive and focused on the entire sector level. Little has been done at the
individual organizational level.

o

Limited research has been conducted in the field of social services, especially for
small size, community-based voluntary organizations.

ø

Related to POSC, few studies have been conducted to understand the contract culture

in

practice and

to clarifi the relationship

between government and voluntary

organizations.

o

There are very few valid and reliable empirical studies related to the impact of POSC
on voluntary organizations in terms of its extent, significance, and cause.

o

Extremely few qualitative studies have been conducted to understand how POSC
actually operated, how the individual voluntary organization responded, and the
consequence for the services, clients and the communities.

This study was intended to expand the knowledge regarding the impact of POSC on

voluntary organizations. In order to

fill

the gap in the existing knowledge related to

voluntary organizations, the focus of this study was on the smaller size, community-based
service organizations which provide social services. Moreover, this study attempted to

1.)

use qualitative research methodology
operation and administration

to explore the

of POSC, the resulting

to

complex issues related

the

contractual partnership between

goveÍlment and voluntary organizations, and their impact on these smaller, communitybased organizations. This study has also contributed
otganizations at the individual organization

to

understanding voluntary

level. The conceptual model

constructed

from the theories and empirical studies served to ground this study in the variety of
theories related to the research issues.

2.9. The role of the literature in planning the investigation

In summary, the literature review raised three major interrelated research

issues,

which guided the design of this investigation. First, Salamon's (1995) idea of the
government-voluntary sector partnership represented

by his theory of "third

goveÍìment" (p.41) indicates that an extreme power imbalance might exist

party

in the

govemment-voluntary organizations' contracting relationship and that this transforms the

voluntary organizations from independent and grass-root organizations into bureaucratic
government vendor agencies. Austin (2003) also argued that a collaborative partnership

should be developed in the contracting relationship between goverrìment and voluntary
organizations in order to avoid the negative impacts caused by the controlling power

governments. Therefore, one
designed

to

organizations

understand

of

three major research questions

in this

"how are the relationships of voluntary

of

study was

community-based

with governments affected by POSC according to the

organizations'

perceptions?" This research question was designed to explore the nature of the current
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government-voluntary organizations' contracting relationship,
imbalance

the level of

in their relationship and the degree and dimensions of

power

collaborative

partnership practiced in this contracting relationship.

Second, the theories related to contracting and pnvatization include two models

contracting-"the market model

of

contracting" and

of

"aÍr alternative theory of

pnvatization and contracting" (Johnston & Romzek, 1999). These two different models
describe the different principles and practices of POSC. This research was interested in
the extent to which the current practice of POSC in social services conformed to either

of

these two models of contracting and privatization. Moreover, other literature reviewed

(Karamer and Grossman, 1987; Lipsky
DeHoog

&

&

Smith, 1993; Kettner

& Martine, 1994;

Salamon, 2002) also indicated that the actual practice of POSC in terms

of

contracting procedure, contracting requirements, accountability requirements, and
contract monitoring have impacts on the voluntary organizations involved. Therefore,
another research question was formulated to investigate "what are the current practices in

administering POSC by voluntary community-based social services organizations?" The
data gathered for this research question were also essential for understanding the first
research question related to the contracting relationship and the final research question

with regard to the impacts of POSC.

Finally, Kramer's (1994) review of several studies revealed that certain changes
have occurred

in voluntary organizations

because

of the changes in the funding

environment, even though the scope, range, and causes of the hypothesized impacts
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of

POSC still remain unclear due to a lack of reliable empirical evidence. Kramer also
suggested that the small sized, community-based organization

with funding primarily

from government would be more sensitive to the impact of POSC. The final research
question

of this study

intended

to

investigate "ho\Ãr does POSC affect voluntary,

community-based, social service organizations,

in

terms

of

mission, organizational

structure, human resources, planning, and service programs?" The impacts of POSC
were framed in five major issues: goal distortion or deflection, autonomy, accountability,

devoluntarization, and positive impacts. However, from the perspectives

of

theories, including systems theory, resource dependency theory and the theory

rival

of

the

organizational life cycle, there are other factors, which might also contribute to these
organizational changes. These factors include the requirements from other funding
sources, the developmental stage of voluntary organizations, the internal responses of the

voluntary organizations to the contracting requirements, and other social policies and
regulations. This study was also designed to explore the extent to which all of these other
factors affected the voluntary community-based social service organizations.

The empirical research reviewed in this chapter also indicated the gap in the
existing knowledge related to understanding social service, community-based voluntary
organizations at the individual level. Few studies have been implemented to investigate

the practice of POSC in the social services field and to understand the contracting
relationship between goveÍìment and voluntary organizations. From the limited existing

empirical research,

it

has also been noted that the characteristics of voluntary

organizations, including size, age, scope, and funding from govefftments, are significant
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for the research results with regard to the impact of POSC on voluntary organizations
(Juillet et al., 200r; Lipsky and Smith, 1993; Rekart, 1997). Therefore, this study
intended to use a qualitative research design to explore the complex issues related to the
operation of POSC, the resulting contracting partnership, and their impact on these small,
community-based organizations most of whose most funding was dependent on purchase

of service contracts with the govemments.
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Chapter Three
Methodology

This methodology chapter includes six major sections. In the first section, the three

main research questions of this study are outlined. The second section describes the
overall research design, including the qualitative method, sampling, and units of analysis.

In the third

section, research procedures and data collection are addressed. The

instrument development and the pre-test

of this research are discussed in the fourth

section. The fifth section is sample definition and recruitment, which includes the
development of the sampling frame, and variation from the sampling criteria. Finally, the
method and procedure for data analysis are discussed at the end of this chapter.

3.1

Research questions

The research questions, which guided this study are as follows:

1.

What are the current practices in administering POSC by voluntary communitybased social services organizations?

2.

How are the relationships of voluntary community-based organizations with
govelrìments affected by POSC according to the organizations' perceptions?

a

How does POSC affect voluntary, community-based, social service organizations,

in terms of mission, organizational

structure, human resources, planning, and

service programs?
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3.2

Research design

The nature of this research

This research was designed as an exploratory study. This study intended to
discover and understand the complex system and operation

of

POSC between

governments and voluntary organizations, and their impact on voluntary organizations.

The impact of POSC on social service organizations has its social, political, and even

historical context. Patton (2002) has suggested that a qualitative inquiry strategy
emphasizes a "holistic perspective", "d¡mamic system", "context sensitivity", and "design

flexibility''(pp.a0-a1). Hence, this research applied qualitative research methodology to
explore the complex issues of POSC related to social service, public administration, and

voluntary organization. The conceptual model derived from the literature review in the

last chapter served as a map to understand the dimensions and the dynamics of the
research questions. In this model, the POSC was recognized as a crucial tool to define
the govemment-voluntary organizations relationship. In turn, this government-voluntary

organizations relationship has an impact
mechanism

on voluntary organizations through

of POSC. However, according to the rival theories

discussed

the

in the last

chapter, there are other factors, which may influence organizational changes. The aim

of

this research was to understand the unique views and experiences of the participating
voluntary organizations. The executive directors of organizations were the informants of
this study.
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Oualitative surve)¡

A

qualitative survey was the major research method

in this study.

Each

participating voluntary organization was interviewed in person at least twice. The first

interview focused on the grant and contract administration information. Organizational
documents related to govemment funding and contracting agreements and reports were

collected

in the first interview. Before the second interview,

these documents were

reviewed to understand the context of the organization within which the POSC was

operating. Based on the results of the first interview and the document review, the
researcher prepared specific probing questions

to explore the evidence of the impact of

the POSC in the second interview. The documents also assisted

in confirming the

accuracy of information provided by the participant in the first interview. The second

interview was a semi structured, in depth interview, which was designed to explore the

voluntary organizations' experience

of

POSC with governments and the voluntary

organizations'perception of the impact of POSC on their organizations.

Purposive sampling

Distinguished from the "probability sampling" logic

of quantitative research,

qualitative research uses "purposive samples" for selecting the group for study (Ritchie &

Lewis, 2003; silverman, 2000; Patton, 2002). Patton (2002) defined "purposive
sampling" as the method to "select information-rich cases for in-depth study" (p.230).

-79

-

According to this sampling method, sample size and specific cases are dependent on the

pulpose

of the research. In this study, the selection of

voluntary social service

otganizations was based on the principles of purposive sampling. Two approaches were

planned to be used

in deciding the criteria and the size of the sample of voluntary

organizafions in this study.

Theoretical sampling (Patton, 2002,p. 238)

Manson (1996) has pointed out that

"theoretical sampling means selecting groups or categories to study on the basis of their
relevance to your research questions, your theoretical position.....and most importanfly

the explanation or account which you are developing" (cited in Silverman, 2000, p.105).

The purpose of this study is to understand the impact of POSC on voluntary social
service organizations. First, in the literature review, it has been concluded that the impact

of the POSC will be more significant on small sized community-based organizations.
However, difficulty exists
because

study

in the definition of "small size" voluntary organizations

of the extreme diversity of the voluntary sector. According to a recent survey

of the Manitoba voluntary sector (2003) done by Child and Family Services

Research Group, Faculty

percent

of

of Social Work, University of Manitoba, in 2002, almost fifty

voluntary organizations reported annul cash operating revenue between

$100,000 and $50,000 for the last fiscal year. And, only ten percent reported revenues

between

$lM

and $50M.

It

seems reasonable

to define that the small organizations

should have annual revenue under $50,000. However, in order to be qualified for POSC

with governments, voluntary social service organizations might have to be bigger in their
structure and have higher annual revenues than other voluntary organizations
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in

this

sector. Moreover, the mean cash revenue for the 875 cases of this survey
5750,623.20 with

a standard deviation of $5,973,289.00. Hence, it might be

practical to select the organizations which have annual revenue under

$1M.

was

more

Second,

from the perspective of resource dependency theory, the impact of the POSC will also be
significant to the extent to which the individual organization has relied on funding from

govemments. Third, considering the definition of social service and the most typical
social service contracting by governments, this study focused on voluntary organizations,
which provided services for families and children, people with mental disabilities, people

with mental illness, and emergency and relief services. Hence, the criteria for selecting
the voluntary organizations to participate in this research were originally planned to be as

follows:

e

Community based organizations:

a) Before

the first POSC, the organizations had board members who were

members of the communities that the organizations served, and the

organizations

used volunteers in service delivery

and/or

administration.

b) Since the first POSC, there had been at least a 30% growth in the size
of staff.

c) If

the organizations were affiliated with national organizations, they

must be autonomous and responsible for their own fìnances.
The funding of the organization included a POSC before 2004.

Small and medium size organizations:
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Annual operating budgets were under $1M.

At least 50 percent of revenues were from government funding, in general, and at
least one POSC was present.

Providing services for families and children, people with mental disabilities,
people with mental health concerns, or emergency and relief services.

Saturatíon of categories
sample size in qualitative

Patton (2002) has argued that, "there are no rules for

inquiry" e.244). However, Lincoln and Guba (1985)

commented about purposive sampling as follows:

"In purposeful sampling the size of the sample is determined by informational
considerations. If the purpose is to maximize information, the sampling is
terminated when no new information is forthcoming from new sampled units."
(p.202)

This strategy means that the sample size depends on whether the categories of
information become "saturated". Primarily, this study planned to use this method to
decide the sample size of participating voluntary social service organizations. However,

Patton (2002) also recommended

to "specif,i minimum

samples based on expected

reasonable coverage of the phenomenon given the purpose of the study and stakeholder

interests." (p.2aQ. Considering his suggestion, this research design originally set up the

minimum sample size as four social service organizations. This decision was based on
expected reasonable coverage

of research

questions

in this study. At

least one

organization would represent each of the four major social service fields investigated in
this study.
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Another important issue related

to the selection of

participating voluntary

organizations is the availability of sampling frames. In the original research plan, the two

important resources

for sampling frames included the

annual report (Manitoba and

Family Service and Housing, 2003) and funding documents of Manitoba Family Service
and Housing, some of whose units have listed some of their contracted social service
organizations, and Contact-A community Resource Guidefor Winnipeg (Volunteer Centre

of Winnipeg, 2003), which has the most comprehensive categorized voluntary service
organization list in Manitoba. In addition, the annual report from Manitoba Health and
the Winnipeg Regional Health Authority were also used as references. It was planned to

construct a pool
survey

of organizations for

sampling from these three sources.

A

screening

to determine the eligibility of the voluntary organizations for this study was

conducted during the recruitment process.

Recruitment procedure

The recruitment letter (see Appendix D) was mailed out with the questionnaire for

the screening survey (see Appendix A: Organization questionnaire). The executive
directors

of the voluntary organizations were asked to

answer this questionnaire.

Reminder faxes and e-maiis were also used in order to increase the response rate.
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Unit of analysis

There are two different units of analysis in exploring the different research issues

in this study. With regard to the research question related to the operation of POSC and
the contracting relationship, the unit of analysis is each purchase of service contract. In

addition, in terms

of

analyzing the impact

of POSC on the voluntary social

services

organizations, the unit of analysis is the individual voluntary, social service organization.

Pro qressive focusin e approach

This study applied the "progressive focusing approach" (Parlett
1976, cited

in Stake,

1995)

in the

research design. This means that

&

Hamilton,

initial

research

questions were given the flexibility to be modified and evolve as the research continued.
The progressive focusing approach was essential for this research, because it allowed the

flexibility to integrate the views of the participating organizations into the

research

design. When new issues emerged from the research process and represented the
perspectives

of the voluntary

organizations, the conceptual model derived from the

literature review was altered. The qualitative method of this research emphasized
responsive and flexible research design.
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3.3

Research procedures and data collection plan

3.3.1

Research procedures

The procedures of this research included the following major steps.

1.

Build the conceptual model from the literature review.

2.

Develop a research design based on the conceptual model and qualitative research
method.

3.

Employ pilot research to modifo interview questions.

4.

Research ethics board approval.

5. Use purposive sampling to select the voluntary,

community-based, social service

organizations and conduct a screening survey, which was mailed out with the
recruitment letter. Telephone contact followed to increase the response rate.

6.

Gain access to these research organizations, understand their concerns, and clarify
the related research issues or ethical issues (e.g., confidentiality

).

Consent form

is attached in Appendix F.

l.

First interview with executive director to complete the structured organizational

grant and contract information sheet, and collect data on organizational
documents.

L

Alternatively, collect the documents relating to contract reports and funding from
govemments.
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9.

Review the collected documents and develop the probe questions for the second
interview.

10. Second interview with executive director
11. Implement data analysis.
12. Cross-case analysis
13. Compose the research report.

3.3.2

Data collection plan

There were two major data collection strategies in this study. One was document

review and the other was a series of interviews.

Document review

The document review was designed to include the following documents:

o A

Request

for

Proposal (RFP)

for the programs currently contracted with

govemments.

c

Purchase of service agreement.

ø

Operational Budget in its complete form for the last fiscal year

ø

Audited financial statements for the last fiscal year.

o

Interim financial reports (the expenditure reports required by the government
during the year) for the current year or last fiscal year).

o

Contract year-end reports.
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Staff reports (the reports related to the numbers and salary of staffs, which were
usually required by the government according to the service contracts).
Or ganizational structure and policies.

Program delivery reports of the contracted programs.
Program evaluation reports of the contracted programs.

Annual reports for past last fiscal years (if obtainable, from the fiscal year which
POSC was established, but no earlier than 1993)

Contract renewal correspondence letter
Other documents related to the administration of POSC.

Using documents as sources

of

evidence had many advantages

for

data

collection. Documents related to contract funding, agreements and reports offered
contextual information to understand the complex dynamics

of service contracting

practice between govemment contract agents and voluntary organizations. The
review of these documents was helpful for developing the probing questions in the
qualitative interview. Documents were also used for triangulation in the process of
data analysis.

Interviews

The strength of interviewing for data collection is that the interviewer can focus
directly on the research issues and the informants have the opportunity to provide insight
and make causal inferences from their own perceptions. Two in-person interviews were
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planned to be implemented in each participatin

g organization. The fìrst interview

focused on grant and contract administration information. The second interview
focused on the contracting experience of the voluntary organizations.

The guidelines for the interviewing in this research were as follows:

The first interview used a structured, open-ended question schedule to collect
information regarding contract administration, including the date, the periods, and

the cost of the contracted program, the awarding process, the monitoring
procedures, the renewal or termination process, and so
Purchase

of service

contract information sheet

is

on. Interview

attached

schedule I:

in Appendix

B.

It

included an in person interview-procedure, and took from one to one and one half

hours

to complete. The informants were executive directors.

Interview

appointments were scheduled by telephone, with the suggestion that the executive

director have relevant documents available for review to help her or him to answer

questions. In addition, the outlines of interview schedules were sent out to the
executive directors before the first interviews.

The second interview applied a semi-structured, in-depth interview

schedule,

which was designed to explore the voluntary organizations' perceptions of the
impact of POSC on their organizations. Interview schedule
POSC on voluntary organization

is

attached

II:

The impact of

in Appendix c. The interview

process remained open-ended and assumed a conversational manner. The purpose

was to obtain a description of episodes, linkages, and explanations related to the
impact of POSC on their organizations, from the point of view of the informants.
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ø

The final part of the first interviews and the entire second interview were tape
recorded with the consent of the interviewee. Taping the interview allowed the

interviewer to focus on exploring the data rather than taking notes. In addition,
some descriptive field notes were also taken.

3.4 Instrument

Staqe

I:

development and pre-test

Instrument development

The'plan of this study included one self-administered screening questionnaire and

two semi-structured schedules for in-person interviews. First, the "Organization
Questionnaire" was used to verify that the voluntary organrzations met the criteria for

participation in this study. Second, "Interview Schedule

I: Purchase of Service Contract

Information Sheet" was used to collect information regarding contract administration in
the voluntary organizations. Finally, "Interview Schedule

II:

The Impact of POSC on

the Voluntary Organization" was designed to explore the voluntary organizations'
perceptions of the impact of POSC on the voluntary organizations.

All of these

instruments were administered to the executive directors of the voluntary organizations.

The drafts of these three instruments were completed in November,2004. The draft

of the organizational questionnaire was developed according to the sampling criteria.
The drafts of the two interview schedules were developed according to the conceptual
model of this study. The thesis advisor was consulted as part of this process. The drafts
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of

these instruments were revised severai

times. A former

executive director

of

a

voluntary community-based social service organization that received funding from the
Manitoba goverrrment also reviewed these drafts and gave suggestions to improve their
adequacy, clarity and accuracy. Finally, the thesis committee reviewed the drafts of these
three instruments and proposed the following suggestions:

o

That "what was originally conceived as a screening telephone interview" be
reformulated as a self report survey.

o

That questions on indicators of impacts of POSC be added, as well as questions on

indications of whether they have occurred.

o

That questions about positive effects of POSC be added.

o

That the interviews be pre-tested and that consideration be given to having more
interview sessions if they are too long.

The instruments were amended according to these suggestions from the thesis committee.

Staqe

II:

Pre-test stase

The pre-test was a critical component of the research process. The purpose of this
process was to find out how respondents understood questions and performed the
response tasks (Fowler, 1995). This pre-test was designed to answer the following
questions:
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o

Are all the words understood?
Are the questions interpreted appropriately by the interviewee?
Can the respondent answer the questions?

Are certain questions too difficult and likely to be unanswered?
Is the executive director the right person in the organization to be interviewed?

Is the interview too long to be answered effectively? Should more interview
sessions be planned?

(Dillman, 2000; Peterson, 2000; Fowler, 1 995)

The organization that participated in the pre-test was a registered charity and

a

provincially incorporated community-based organization, which had several purchase of
service contracts with different levels of governments. Its services included both health
and social service programs.

All three instruments of this study were administered to the

executive director. Because of the time consumed in administering the two in-person

interview schedules and the limited time which this executive director could participate,
the pre-test of "Interview Schedule

I:

Purchase of Service Contract Information Sheet"

was confined to the organization's largest purchase of service contract, which consisted

of

approximately 600/o

of the total annual government funding received by

organization. This interviewee also provided the documents related to other

this

POSC

programs in order to help the researcher evaluate and improve the adequacy and scope

Interview Schedule I.
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There were two separate meetings scheduled with the interviewee for the pre-test.

At the beginning of the first

meeting, the interviewee was asked

to complete the

screening questionnaire by herself or himself in the presence of the interviewer. After the

interviewee finished this short questionnaire, the interviewer asked her or him about any
confusions or concerns about

it.

Then the interviewer administered "Interview Schedule

I" to the interviewee. At the same time, the interviewer
behaviours

taped and observed the

of both the interviewer and the interviewee. The observed

included the interviewee's misreading

of

questions, requests

behaviours

for clarification and

inadequate answers from the interviewee, as well as statements that some questions were

not applicable and intemrptions. At the end of each major section of interview questions,

the interviewer debriefed the interviewee to evaluate the adequacy and clarity of the
questions. All of her or his comments
was applied to "Interview Schedule

\Ã/ere

recorded. The same procedure of pre-testing

II" in the second meeting with the interviewee.

Based on the information obtained in the pre-test, a summary of changes made to
these three instruments is as follows:

. ljse of the

terms

of

"Service Purchase Agreement" and "Contribution

Agreement" officially applied by some levels of government in order to avoid any
confusion.

ø

Some ambiguous words and terms were modified or re-defined in order to achieve

the same understanding between the interviewee and the researcher. For example,

In Questions 1, 3, and 4 of "section III" and Question 6 of "sectiofl V", the type of
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reporting requirements related to "program outputs", "clisnt outcomes", "staff
reporting" and others are revised and clarified.
Rather than providing examples, definitions, or clarifications only for the first

time when a term was used, some examples, definitions, or clarification were
included every time the term was used through the interviews.
Based on suggestions from the interviewee, Questions 9 of "Interview Schedule

II"

was reworded to improve its understanding. The original question was "Did

service contracting

with government affect the advocacy activities of

organization? How?".

It

your

was changed to be "Did service contracting with

government interfere with the ability

of your organization to advocate for the

clients and community which you serve? How?".

ø

Correcting the wrong use of some words. For example, a typographical error in
Question 25 of "Interview Schedule

II" was corrected.

Regarding the time spent on each instrument, the pre-screening instrument took five

minutes; "Interview Schedule

I" took fifty minutes to collect

service contract; and "Interview Schedule

II" took one hour to complete.

was concluded that the interview for administering

more than once session,

if

the participatin

data about one purchase

g

"Inteliew

Schedule

of

Therefore, it

I" might require

organization has several service purchase

contracts with governments. The pre-test also demonstrated that the available time of the

executive director was the major concern

for

However, the interview for "Interview Schedule

I"

accomplishing

the

data collection.

can be made more time effrcient,

if

the organization is willing to provide more comprehensive documents for answering the
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fact based questions contained in this interview schedule. The interviewee in this pre-test

also confirmed that the executive director was the most knowledgeable person who was
able to answers questions related to service contracting with govemments.

3.5

Survey and data collection

3.5.1

The survey

The sampling frame was constructed mainly from three data bases: Contact-A
Community Resource Guidefor Winnipeg (Volunteer Centre of Winnipeg,2003) and The

Annual Report from Manitoba Family Service and Housing (Manitoba and Family
Service and Housing,2004), The 2003-2004 Annual Report from the Winnipeg Regional

Health Authority (2004), and The 2003-2004 Annual report from Manitoba Health
(2004). Some further investigation and review was done through knowledgeable persons
and the information posted on the organizations' websites. Details on the sampling frame

development can be found

in Appendix

H.

voluntary organizations was constructed.

Finally, a sampling frame containing 97

It

included 40 child and family service

organizations, 33 mental disabilities organizations,

i 1 emergency and relief organizations.
executive directors

of

these

A

i3

mental health organizations, and

screening questionnaire was mailed to the

97 organizations on January 20, 2005, along with

a

recruitment letter. Respondents were provided with a selÊaddressed envelope to return
the questionnaire.
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The return rate was analyzed on a daily basis. After eleven days from the initial

mail out, the return rate was reducing significantly. When this occurred, reminder faxes
or e-mails were sent out to those organizations that had not yet responded to the survey.
The response to the recruitment letter and the result of the survey are documented in

Appendix

I.

Finally, three eligible voluntary organizations that were wiiling to

participate were interviewed. An additional five organizations which did not completely
meet the criteria (see Appendix I) were also recruited to the sample. The rationale for
their inclusion is described in the next section.

3.5.2

Variation from the sampling criteria

After examining the characteristics of the five organizations that demonstrated certain
inconsistencies from the original sampling criteria, the researcher decided to include
these five voluntary social service organisations. The rationale is as follows:

o

These five organizations display the distinguishing characteristics of communitybased organizations in their founding histories. They were grass roots, self help,

volunteer or religious groups in the past. This feature is consistent with the focus
of this study.

o

Further investigation indicated that those three organizations whose staff did not
increase more than 30Yo after the initiation of POSC had received stable grant

funding for provision of the same programs before the initiation of a POSC.
Those grants had enabled them

to

expand their human resources before the

initiation of the service contracting. Consequently, these three organizations were
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able

to provide comparison

information regarding the impact

of

different

government funding methods.

One organization did not meet the criterion of involvement with a POSC in the
target year. It had experienced a contract termination because of a delay in the
contract renewal process. Including this organization in the sample provided the

opporlunity to increase our knowledge in understanding the impact of complex
contract processes on the voluntary organizations. Even though this organization

did not derive more than half of its total operating revenue from government
contract funding in the 2003-2004 fiscal year,

it did receive more than half of its

revenue from a government contract just one year earlier. The nature of this
qualitative study allowed the flexibility to adjust for the inconsistency in the data

resulting from the different fiscal years. This organization did meet the
qualitative research sampling strategy of studying extreme cases (Patton, 2002)

with its troublesome contracting history.

The executive director of the organization with less than 50Yo funding from
government contracting reported that the government agency administering the
contract had nevertheless imposed stringent controls on the organization. Further

investigation confirmed that, in fact, this organization had the most complicated
and demanding accountability and monitoring requirements of any in the sample.

This meets the qualitative sampling of an intensity case which manifests the
phenomenon of interest.

The two organizations with total revenues beyond
complements

$lM in

2003-2004 had staff

of no more than thirty, including part-time and fuIl-time staff.
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Hence,

it is more appropriate to categorize them as medium

sized voluntary

organizations. One provided services related to residential facilities and the other

provided sheltered workshops for people with mental disabilities. Considering
the operation of the residential and workshop progïams, which provided services

with more extensive hours and facility and equipment costs in comparison to
other type of social services, such as counselling and group activities that were
carried out in limited time units, it is not surprising that the revenues of these two
organizations were more than one million dollars. However, they are typical

voluntary social services organizations of this

them

in this study in

order

to

of

kind. It is important to include

understand social service contracting with

organizations which provide residential and sheltered workshop services.

3.5.3

Data collection

Therefore, in total, eight executive directors of voluntary community-based social
services organizations were recruited to participate in this study. Six executive directors
were personally interviewed twice, the first interview to complete Interview Schedule I

and the second one to complete Interview schedule

II.

Two executive directors were

interviewed in person three times because their organizations had two service contracts

with governments. It took two interviews for each organization to complete Interview
Schedule I, and one each to complete Interview Schedule

conducted

II. All of the interviews were

in the offices of the voluntary organizations.

approximately one to one and half hours in duration.
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Each interview

was

With regard to the review of documents, six executive directors provided copies

of contract documents. The other two
documents to be reviewed

review

in

executive directors only allowed the contract

in their organizations' offices. The scope of the document

each sample organization and the specific documents obtained

researcher are summanzed in Appendix

J. The interviewer

by

the

was able to develop rapport

with all of the executive directors in the interview process. The executive directors
involved seemed to be comfortable in sharing their experiences and very cooperative in
providing their assistance.

3.6

Data analysis

This research focused on qualitative data analysis. However, in order to provide
some objective data to understand and compare the organizational characteristics of these

participating organizations, descriptive quantitative data analysis was also employed
applicable.

Content analvsis

Content analysis usually refers

to

searching text

or

documents, rather than

observation-based field notes, for recurring terms or themes to identify trends or pattems

(Alston

& Boweles, 2003; Bryman, 2001).

However, Patton (2002) indicated that,

"content analysis is used to refer to any qualitative data reduction and sense-making
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effort that takes a volume

of

qualitative material and attempts

to identifli

core

consistencies and meanings" (p.453). Atheide (L996) emphasized the constant revision

procedure

of qualitative content analysis in distilling the themes and concepts from

documents (cited

in Bryman, 2001). This study applied the principle of qualitative

content analysis to identify themes or patterns through the analysis of documents. ln this
analysis process, the researcher abstracted data from the documents based on the themes
and structure of the first interview and the abstracting protocol. The abstracting protocol

for this document analysis is attached in Appendix E.

The principles of qualitative analvsis

Patton (2002) pointed out two ways that qualitative analysis can discover themes
and patterns. One is deductive analysis (p.453), which involves analyzingdata according

to an existing frame. Another is

inductive analysis (pp.453-454), which involves

discovering and identifying patterns out of the data. In this study, the conceptual model
was provided as a guiding frame for analyzing the data, but

it did not restrict the analysis.

The analysis process still emphasized the emergent and progressive principle of
qualitative research. Hence, the primary analysis method of this study can be called
"analytic induction" (Patton, 2002,P.454), which began with the deduced framework of
the conceptual model and then strived to discover and understand the emergent patterns
out of the data.
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Another important issue in qualitative analysis is to understand two distinct forms

that may arise from the analysis of qualitative data. Patton (2002) calls them
"indigenous" and "analyst constructed" (pp.455-462). The former are concepts and
classification systems created

by

research participants themselves. The latter are

invented and constructed by the analyst during the analysis process. Anthropologists call

them emíc and etic perspectives. In this study, when the principles of content analysis
were appliedto analyze patterns and themes, the distinction of "indigenous" and "analyst
constructed" concepts and systems was clarified in the analysis.

The process of qualitative analvsis

The process of qualitative analysis in this study included data coding, categorical
aggregation, correspondence and pattern matching, explanation building, and, finally,
cross-case synthesis.

o

Data coding:
Based on the conceptual model, the classification or coding scheme was developed to

guide the data coding procedure. During the coding procedure, notes were taken to
record the rationale and interpretation from the researcher. Patton (2002) suggested
that the goal of the first reading of data is to develop and improve the coding and then
a new reading is the actual systematic process

o

to finish the formal coding @.aæ).

Categoricalaggregation:
This process involved identifying elements and dimensions of coded data, and further

refining categories and classifying data (Ritchie & Lewis, 2003). The focus of this
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research Ìvas

on issues regarding the administration of POSC, the

contracting

relationship, and the impact of POSC on voluntary organizations. Hence, as a first
step, the data analysis procedure of this stage categonzed and aggregated the coded

data according

to the

concepts related

to

these research issues. However, the

categories of concepts based on the conceptual model of this research were refined
and distilled during the analysis process.

concepts were established (Ritchie

&

At the end of this stage, typologies of some

Lewis, 2003). According to Patton (2002),

typologies are "classification systems made up of categories that divide some aspect
of the world into parts along a continuum" (p.457).
Correspondence and pattem matching:

This step involved searching for patterns and consistency within the

aggregated

categories or typologies. Correspondence and pattem matching were constructed

through "associative analysis and identification
2003, p.212). According to Ritchie

of clustering" (Ritchie &

& Lewis (2003), this

stage

Lewis,

of analysis involves

"finding links or connections between two or more phenomena. These connections

may be

in the form of

attachments

linkages between one or more sets

of

to subgroups" (p.2a$. It was an important step of

phenomena, or
analysis

in

the

transformation from descriptive to explanatory accounts. This analysis guided the
explanation building of the next step.

Explanation building:

This procedure involved building the explanations based on the correspondence and
pattem matching, which have been constructed in the previous step. It also involved
the search for alternative explanations or rival theories. At this stage of data analysis,
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explanation building attempted to further understand what was causing or influencing
some pattern to occur (Ritchie

and why the impact

& Lewis, 2003). In this research, the focus is on how

of POSC on the voluntary

organizations has occurred or not

occurred.
Cross-case synthesis:
Cross-case synthesis was

performedto analyze the similarities and differences of the

participating organizations

in this research. This

generate the explanations based on this research.
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comparison was conducted to

Chapter Four

Finding

This chapter consists of four sections, which are based on the four major elements

of the conceptual model: the characteristics of the sample voluntary social selices
organizations, the practice

of the POSC, the govefftment-voluntary

contracting relationship, and the impact

organizations

of the POSC. The first section focuses on a

description of the sample, which includes not only the description

of the voluntary

organization sample, but also the description of the services contract sample. The second
section presents findings on the current practice of POSC in the voluntary organizations.

It

describes the contracting procedures, the fiscal arrangements

of contracting, service

standardization and government control, contract management and monitoring, and,

finally, contract renewal and termination. Partly built on section two, the third section of
this chapter focuses on the analysis of the contracting relationship between governments
and voluntary organizations. Finally, in the fourth section, the impacts of the POSC on

the voluntary social services organizations are examined from the perspective of
executive directors.

4.1. Description of Sample

4.1.1 The characteristics of sample organizations

The description of each of these eight voluntary organizations is summ anzed in
Appendix

K.

In this section, these eight sample voluntary organizations are described in
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terms of the organizational activities and origins, the distribution of their total annual
operating revenues, their histories, the degree of their reliance on government funding,
and their human resources.

Organizational activities and grieins

There were two sample organizations recruited in each service field of mental

disabilities, mental health, child and family services, and emergency and
characteristics

of

each organization are described

in

Appendix

K.

relief.

The

Both mental

disabilities organizations provided adult day services and employrnent programs to adults

with mental disabilities. Both mental health organizations provided self help

supports

and public education. In the child and family service field, one organization provided

women's resource centre services and the other organization operated a matemity home
for pregnant women. Finally, in the emergency and relief service field, one organization
focused on the provision of a soup kitchen service and also provided outreach for inner

city homeless people, and the other organization provided a drop-in centre, emergency,
outreach, housing, and prevention programs for street youth.

All of these eight organizations

were registered charities and were provincially

incorporated. Only two of them reported an affiliation with a larger organization, but
both of them claimed that they were independent in financial and administrative matters.

In addition, all of them reported to have board members recruited from the communities
from which clients were drawn and to have used volunteers in providing services or in
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adminiskation prior to the initiation of their service contracting with governments. The
characteristics

of the founding members of

each voluntary organization were also

consistent with the features of community-based organizations as described

in

chapter 2

(see Table 1).

Table

1

:

(N:8)

The characteristics of organizational founders
Frequencv

The

Family and friends of client
2
characteristics of The founders were members 2
organizational
of an orieinal selÊhelo srouo
founders
The founders were from the I

local community

Percentage

25.0
25.0

t2.5

and

experienced the same type
problems as the clients

of

Local religious congregation 2
responded to the needs of
their local communities
Community volunteers

25.0

12.5

Total annual operatinq revenue

The distribution of the total 2003-2004 annual operating revenue of the eight
voluntary social services organizations studied is documented
annual operating revenue

of

in

these eight voluntary organizations

Table

is

2.

The mean

5624,928 with a

standard deviation of $398,748, and the median is $478,950. According to the recently

revealed NSNVO,

titled Cornerstones of Community: Highlights of the

NSNVO

(Statistics Canada, 2004), the average revenue of voluntary social services organizations

|n2003 was $583,599. Therefore, the mean total annual operating revenue of the sample
organizations ($624,928) studied is slightly higher than the average revenue of voluntary
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social services orgaîization ($583,599) in this national survey. However, because of the
small sample of this current study, the median also should be considered to represent the
central tendency, and

it

services organizations

($478,950) is less than the average revenue of voluntary social

in the national survey.

Actually, the total annual operating

revenue of 75o/o of the sample organizations studied is also less than the average revenue

of voluntary social services organizations in this national survey. In addition, there is no
organization in the sample with total operating revenues under $100,000, which was the

reported annual operating revenue of almost fifty percent of voluntary organizations in
Manitoba in 2002, according to the survey done by Child and Family Services Research

Group, Faculty

of Social Work, University of Manitoba (Frankel &

Rodgers, 2003).

With this comparison, it can be inferred that most of the voluntary organizations recruited

in this study are close to medium, but relatively small size organizations instead of very
small organizations.

Table 2:The distribution of total annual operating revenue among sample organizations:

(N:8)
Total Annual Revenue
1,400,000-1,500,000
$ 1,100,000-1,200,000
$500,000-600,000
$400,000-500,000
$300,000-400,000
$200,000-300,000
$

Frequency
1

Percentage

Cumulative

12.5

Percentase
100.0

I

t2.5

87.5

2

25.0

I
I

t2.5

2

25.0

7s.0
50.0
37.5
25.0

12.s

Mean:$624,928 SD:$398,748

-
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Median:$478,950

Organizational tenure. incorporation and service contractine

The years of operation, incorporation, and service contracting with government
are described in Table

3. Most (87.5%)

organizations were more than twenty years old.

The mean years of operation for these eight organizations is 33.4 years with a standard
deviation of 29.7 years. This is inflated by the organization that is more than 100 years

old. In contrast, the median

years of operation is only 23.5 years.

Table3: Organization tenure, incorporation and service
Frequency

Years

of

operation

Years

since

Years since
initiation of
POSC

with

Percentage

Cumulative

I

t2.5

Percentage
100.0

2

25.0
s0.0
t2.5

Years

4

t6-20

1

Mean:33.4
36-40

26-30
21-2s
16-20

sD:29.7
1

than

87.s
62.s
12.5

Median:23.5
t2.5
100.0

5

62.5

87.s
75.0

1

12.5

t2.s

12.5

Mean:24.8
16-20
t 1-15
6-10

of More

organizational
operation
before the

initiation

26-30
21-25

0-5
Mean:10.0

govemment

POSC

than

(N:8)

100

incorporation

the

More

contracting

SD:6.2

i

Median:23
t2.5
37.s
25.0
2s.0

-1

2
2

SD:4.1

100.0

87.s
50.0

2s.0

Median:l1

i

t2.5

100.0

2

25.0
37.5

62.5

90

15-20
i 1-15
of 6-10
0-5
Mean:Z3.4

-1

I

12.5
12.5

1

sD:28.8

-101 -

Median:14

87.5

25.0
12.5

The mean years since incorporation is 24.8 years with a standard deviation of 6.2

years. Half of the organizations have more than ten years of service contracting
experiences

with governments. The mean years since initiation of POSC with

government is 10.0 years with a standard deviation of 4.1 years. In addition, the mean
years

of organizational operation before the initiation of POSC is 23.4 years with a

standard deviation of 28.8 years, and the median

is i0 years. These data indicate that

most of the sample organizations had a long history

in the community before the

initiation of POSC.

The importance of qovernment fundinq

Because of the sampling criteria, eight voluntary organizations, which relied on

govemment funding as their major source

of

operating revenue, were selected.

According to Table 4, govemment funding consisted of more thanT5Yo of total operating
revenue in half of the sample of organizations in the 2003-2004 fiscal year. Government

service contract funding also consisted of more than half of total operating revenue in

75%

of the sample. On

average, government service contracting constituted

approximately 600/o of the total operating revenue of the voluntary organizations in the
sample with a standard deviation

of

20.7o/o.
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Table 4: The importance of govemment funding and service contract
Frequency

76-100%
4
funding as a 51-75%
-1
percentage of 26-s0%
0
total revenue
1
0-25%
Mean:68.5%
2
76-100%
Government
service
5r-75%
4
contracting
26-s0%
1
a
as
funding
0-25%
1
percentage of Mean:S9.8%
total revenue

Percentage
50.0
37.5

Govemment

0

t2.5
SD:19.5%
25.0
s0.0
t2.5
12.5

SD:20.7%o

funding

(N:8)

Cumulative
Percentase
100.0

s0.0
12.5
12.5

Median:74o/o
100.0
75.0
25.0
t2.5
Median:S8%

Human resources

More than half of the sample organization had betweeni 1 and 20

staff.

In

considering only fulltime employees, more than half of the sample organizations had ten

or fewer full-time employees (see Table5). The mean of total employees per organization
was 16.8, with a standard deviation of 7.8, but the mean of full-time employees was 12.1,

with a standard deviation of 7.8. The distribution of the number of the volunteers

across

the eight voluntary organizations was quite uneven. The mean number of volunteers was

44.4,wiÍh a standard deviation of 66.0.
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Table 5: Size of staff and volunteer complements

3t-40
2t-30
1t-20

Total
employees

Total

0-10
Mean:16.8

tull-

time

2l-30
l1-20

(N:8)

Frequency

Percentage

Cumulative

I
I

t2.s

Percentage
100.0

12.s
62.s
12.s

5

I

SD:7.8

employees

0-10
Mean:72.7

5

Total
volunteerst

Over 200

I

14.3

2

t4.3
28.6
42.9

51-60
11-20
0-10
Mean:44.4

SD:7.8

J

SD:66.0

t2.5

Median:14
12.s
25.0
62.5

1

2

87.5

75.0

100.0
87.5

62.s

Median:9
100.0
8s.8
71.5

42.9

Median:16

*One organization reported that the average volunteer time was 900 hours
for each rnonttr

ftis

measure is different from the other organizations. This organization is not included in the analysis.

4.l.2The description of the service purchase contracts

Three of the eight sample organizations reported two purchase of service contracts

with govemments, while the other five organizations reported only one. Therefore, the
number

of the total contracts, which were investigated in this study, is eleven.

The

characteristics of each contract are described in Appendix L.

In three of the four service fields investigated in this study, both of the sample
organizations within the same service field operated with the same program contracts

from the same govemment agency. Therefore, both of the organizations had signed
contracts based on the same standard format, because each government agency developed

its own contract formats and POSC procedures for their contracted programs. For
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example, both sample organizations in the mental disabilities field provided day services

to

adults with mental disabilities and employment services

to people with

mental

disabilities, mental illness, and/or physical disabilities. Both of these two organizations
had their project funding contracts from the Employment and Assistance Services (EAS)

program of Manitoba Advanced Education and Training (MAET) and their core funding
contracts from the Adult Services Branch

of Manitoba Family Services and Housing

(MFSH). The EAS program was funded by the federal
administered by the goveffrment

government,

but

of Manitoba. Another two organizations in

was

mental

health field signed similar core funding contracts for the provision of self help services

with the Manitoba Mental Health and Addition Branch (MMHAB) of Manitoba Health.
In addition, the other two organizations that provided emergency and relief services had

project contracts with the Supporting Communities Partnership Initiative

(SCPD

program, which was administered by the federal officers in the Winnipeg Homeless and

Housing Initiative

(WHHI). This commonality of

contracts

in

three pairs of

organizations provided the advantage of comparative analysis and validation.

The nature of the eleven purchase of service contracts investigated in this study is
summarized in Table

6.

Two types of service purchase contracts emerged during the

analysis process. One might be called

a core funding contract,

through which

goverrìments provide core funding to support part of the organization's operating costs or

organization level administration expenditures basically due to managing the contracted
programs, in addition to the costs of delivering the contracted programs. For example,

the govemment provided contract funding for the salary of executive directors
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and

facility management costs. The other type can be defined as a project funding contract
that only provides funding for expenditures of the specific funded project.

contracts

Table 6: The nature of the purchase of service
Category
Funding source

(N:11)

Sub-cateeorv
Federal
Manitoba

Frequencv
4

Percentase
36.4

7

Contract govemment

MAET

2

63.6
18.2

agency

MFSH
Manitoba Health
WHHI
Proiect contract
funding
contract
Mental disabilitv
Mental health
Child and family

4

Contract type

5

18.2
45.5

6

54.5

4
J

36.4
27.3

2

18.2

2

18.2

Employnlent

2

t8.2

assistance services
Adult day services

2

t8.2

Mental health self-

-1

Core

Services field

36.4
27.3

-1

2

services

Emergency

and

relief
Program

support

Women's

resource

1

9.r

centre

Matemitv home

Services

for

I

9.t

2

18.2

0

0

homeless

New/renewal

New

Contract term

Total years

of

contract operation
(inciuding renewal)*

Renewal
One vear
Three vear or more
1i-15 vears
6-10 vears
0-5 years

l1

100.0

7

63.6

4

36.4
36.4
27.3
36.4

4
J

4

Mean:8.6 SD:3.4
Note: Percentages in some categories do not add to

Median:l0

100 due to rounding
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Table
types

7

and Table 8 demonstrate the distribution

of contracts.

of funding between these two

Despite considerable internal variation, the amount

associated with the core funding contracts (Mean:$413,739,

$237,823;

of

funding

with a standard deviation of

N:6) was generally far greater than the amount

associated

with project

contracts (Mean:$104,522, with a standard deviation of $79,91 1; N:5).

Table 7: The size of core funding contacts
The funding amount in 20032004
$7s0.000-1.000.000
$s00.000-7s0,000
s2s0.000-500.000

CN:6)

Frequency
2

J

J.J

2

J

J.J

2

JJ.J

Mean:$413,739 SD:S237,823

Cumulative

Percentage

Percentase
99.9
66.6
J

J.J

Median:$330,000

Note: Percentages do not add to 100 due to rounding

Table 8: The size of project funding contracts

The funding amount of the Numbers
project contract in 20032004
$200,000-250,000
$ 150,000-200,000
$50,000-100,000
$0-s0,000

I
2
I

Mean:$104,522 SD:579,971

(N=5)
Percentage

Cumulative
Percentage

20.0
100.0
20.0
80.0
40.0
60.0
20.0
20.0
Median:$68,956

Another useful indicator is the percentage of total operating revenues, which is
constituted by the contract revenue. This is helpful for understanding the importance

of

contract funding to the voluntary organization. As indicated in Table 9, for 83.4% of the
organizations with core funding contracts, those contracts contributed more than half of

-
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the total revenue of the organization. However, as displayed in Table 10, for only 20o/o

of

the organizations with project funding contracts, did revenue from those contracts
provide more than half of the organization's total revenue. The average percentage of
organizations' total revenue from core funding contracts was

with a standard

60.3%o.

deviation of 12.6%. This is far higher than the average percentage that project contract

revenue constitutes

of total organizational

revenue (Mean:22.9o/o,

with a

standard

deviation of 17.6%). From this comparison, it is clear that, in this sample, organizations
relied on revenue from core funding contracts far more than revenue from project funding
contracts.

Table 9: Core contract revenue as a percentage of total organizational revenue
Percentage

Number

Percentage

(N:6)

Cumulative
Percentage

80-90%
6r-70%

16.7

i00.0

J

50.0

83.4

st-60%

I

i

16.7
16.7

33.4

41-50%

Mean:60.3olo

SD:12.6%o
Note: Percentages in some categories do not add to

16.7

Median:61.7%o
100 due to rounding

Table 10: Core project revenue as a percentage of total organizational revenue (N:5)
Percentage

Number

Percentage

Cumulative
Percentage

50-60%
20-30%
t0-20%
0-10%

Mean:2Z.9o/o

20
40
20
20

1

2

I
I

SD:I7.6o/o

N:5
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r00
80

40
20
Median:Z3.8%o

4.2

Currentcontractadministrationpractices

The analysis reported in this section focuses on answering the research question,

"what are the current practices in administering POSC by voluntary community-based
social services organizations?".

It

describes the contracting procedure, the fiscal

arrangements involved, service standardization

and government control,

contract

management and monitoring procedures, and, finally, contract renewal and termination

affangements. The analysis is based on data mainly collected from Interview Schedule I
and the documents review, with supplementary data from Interview Schedule

II.

The

unit of analysis is the individual purchase of service contract.

4.2.1. A more complicated award procedure than open competitive bidding

The findings in this paft are based on the analysis of two major issues related to the

initiation of POSC and the types of contracting identified by executive directors. This
analysis attempts to understand not only why each service contract was initiated and who

initiated

it, but also the interaction and the relationship built between voluntary

organizatrons and governments during the process
award.
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of

contract initiation and contract

Why contracting

The initiation of POSC seemed to reflect a certain level of mutual dependence
between goverrìments and voluntary social service organizations. The initiation of each

POSC

is displayed in Appendix M. Four

contracts (36.4%o) were initiated

by

the

voluntary organizations. Another three (27.3Yo) were mutually initiated based on the
interests of both sides because of a new government initiative and the corresponding need

of the voluntary organizations involved for funding. The other three contracts

(27.3o/o)

were initiated by governments. In addition, the initiation of one remaining purchase

of

service contract was unclear to the executive director, because the initiation of POSC was

fifteen years ago and this executive director was not in the position at that time.

l.

Initiated by voluntary organizations

The four contracts initiated by organizations resulted from their efforts in seeking
funding or negotiating better funding arrangements to support organizational growth,
stabilize their operations, or initiate the provision of innovative services. In these four
cases, the organizations entered the contracting relationship because

the

associated

funding appeared to be accessible, predictable, and stable:

"It was initiated by a group of women in this community....Then they had a needs
assessment. They had done a community plan, a community evaluation and many

community meetings. It was really labour intensive, and they started negotiating
with Family Services IMFSH] to get funding. And that was how the initiation
started." (Organization E)

1i6

understanding was [that], in 7996, the director of that time was tn
negotiation with the provincial govemment to move from a per diem system to a
grant system for the stability of the organization." (Organization F)

"My

agency wanted to grow. We heard that
other agencies were doing supported emplolrnent. We felt [that] we needed more
staff to make this happen. And the government assisted us with that."
(Organization A, about Conhact A-1)

"I believe [that], many years ago, our

2.

Initiated by both voluntary organizations and govemments

The interviews and documents review indicated that the initiation of the contracts
occurred because governments relied on the organizations to deliver the services required

by new policy initiatives. One contract for the SCPI program was initiated by federal
policy related to homeless people, and the organization was also in need of funding to
establish a transition house for street youth. Another two contracts with the self help
mental health organizations were also proposed by Manitoba Health, because the mental
health reform underway at that time identified the importance of self help practices in
mental health:

"The whole concept of funding mental health self help organizations was initiated
back early 90's under what was called mental health reform.......At that time, the
goveûiment decided that they would fund mental health selÊhelp organizatrons. So
they established...they pressed it-the service purchase agreements with four
organizations." (Organization C)

3. Initiated by governments
The three contracts initiated by the government resulted from the need of the
govemment agency to provide a certain type of service (e.g. self help service in public
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mental health institution) and the change of government funding methods' Recently, an
important funding trend has taken place in the government agency that was responsible

for providing

services

to people with mental disabilities. The Community Living

Division of MFSH tried to implement a change in its funding methods from grants to

pOSC. This government agency requested its funded voluntary organizations to sign
purchase of service contracts in order to improve f,rnancial accountability:

..I think it was initiated because the former government did away with certain

department....I guess they wanted more accountability. They wanted to know how
we spent our money." (OrganizationA, for Contract A-2)

"Prior to 7994, there was no purchase service agreement in this field' They fthe
goveffrmentl met with lawyers and all kind of stuff to determine lthatl this was a
good starting point for the contract....It was very much that the govemment
l.ritiut"d...And now govefirment is saying if you don't sign, you won't be funded."
(Organization B, for ContractB-z)

Limited competition in contract award in most

cases

The requests for competitive proposal existed only

l.

in the contract

procedure ofthe federal project contracts

Only four service contracts (36.4%) required submission of competitive proposals.
(see Appendix

N).

Notably, all of these four contracts based on competitive proposals

involved project funding from the federal government. This suggested that the
contracting model of each contract was associated with the level of government involved.

Impressively, only one
proposals

of

these four contracts involved an open request for

to voluntary social service organizations. Without an open request,

-118-

the

competition is necessarily limited in scope. In addition, two of the executive directors
involved in these competitive contracting cases also suggested that, considering the actual

from the contracting government in writing the proposal

assistance received

and

obtaining the contract, the award of these two contracts resembled a cooperative contract

model rather than

a

competitive model, even though competitive proposals were

requested. Both of them described that, "government assisted us with that fproposal]"
(Organization

A, for Contract A-1) and "the govemment

proposal" (Organization

coached us

to develop

the

G). The project officers (sometimes called contract officers by

the interviewees) of the government agencies instructed the voluntary organizations about

what elements of the proposal required further work in order to be qualified for the
review of the contract award. They also advised the voluntary organizations with regard
to the amount of funding that should be applied for in their proposal. However, from the
perspective of these two executive directors, the competition increased in the following
years when the contract had to be renewed. The accessibility of this government funding
became more visible

in the community. Therefore, an increased number of applications

raised the level of competition.

2.

Far more complicated than cost competitive bidding

For these four competitive contracting situations, the executive directors indicated
that the contracting process was far more complicated than open, competitive bidding in

which a contract is awarded to the lowest complying bidder. One executive director
indicated how the government decided the contract award:
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"fThey select the organization] who seemed to have the most need with the best
ability to continue. There were lots of organizations who started who died,
because they just didn't have a good base. .So, if the organization is well
founded or it's brand new and has a great premise, they're willing to work with
yoìf." (Organization F)

In addition, once an organization was already awarded a contract, the contract was

likely to be renewed on an annual basis, if the funding for the project was still available.

All of these four contracts

were renewed yearly, except for one for which the renewal

process took almost ayear.

Another important impact on the complexity of the contract award process was
associated with the level of government involved and the particular contracting procedure

of the program. Both the EAS and the SCPI programs were funded by the same federal
department-Human Resources and Skills Development Canada (HRSDC). Whereas the
funding was from the federal government, the contract award procedure for the EAS
program involved the provincial govemment level. HRSDC delegated the administrative
authority and responsibility of the EAS's contracts to the government of Manitoba. The

voluntary organizations submitted their proposals to MAET, and then MAET decided
upon the award and signed the contracts with the voluntary organizations. However, the
contracts of the SCPI program were administered exclusively by the federal government

staff (Leo& August, 2005; Social Planning Council of Winnipeg,2004). The National
Homeless Initiative (NHI) from HRSDC established their city facilitator's office in the

WHHI, in which all th¡ee levels of govemment (federal, provincial and municipal)
services were co-located (Leo& August, 2005; Social Planning Council of Winnipeg,

2004). The contract award process of the SCPI program involved the complicated
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bureaucratic system

of HRSDC, which included the federal

Minister, the Manitoba

regional office of HRSDC and the NHI staff located in WHHI.

Figure C: The contract award process for the EAS and the SCPI programs

EAS

SCPI

Federal government:
Human Resources and
Skills Development
Canada IHRSDC)

Federal government:
Human Resources and
Skills Development
Canada (HRSDC)

A Contract
&
| | award
t slgnlng

tiFundins

I

Manitoba Advance
Education and
Training
A

Proposal

I

Submission

I

Contract award & signing

The voluntary
organization
applicant

Community advisory
committee:
Proposal Fund Allocation
Committee

competition ror nrnaine

J1

Funding
approval

Winnipeg Homeless and
Housing Initiative: the
federal staff from NHI

Proposal submission

I
+

Proposal

approval

The voluntary
organization
applicant
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As displayed in Figure c, in comparison with the EAS program, the SCpI
program involved a far more complicated and turbulent contracting model, not only
because

of the bureaucracy system of the federal department involved, but also because

of the involvement of the local community committee in processing the service contract

award. This complicated procedure was very time consuming. It was also very
problematic for the unpredictable interference in the process, such as the delay of contract
award progress in the HRSDC region office and the change of Ministers in the federal

govemment resulted from

a federal election. One executive director described

the

difficult situation encountered by his or her organization:
"'we were approved by the local community committee. It fthe proposal] was in
Winnipeg for the two months before it got forward to Ottawa. There is the
Winnipeg office, and there is the region office. The Winnipeg office did their
work. The region office just let it sit there over the summer, which was, in my
opinion, absolutely unnecessary. . .. . .. . ..Then we had an issue of election. But if
they had dealt with it in a timeiy fashion, election wouldn't have been an issue.
Then there was a new Minister for Housing and Homeless lMinister of Labour
and Federal Co-ordinator on Homeless]. So then he wanted to look at all the files.
If the regional office had just dealt with it when they received it, the money would
have started in June or July and not in October." (Organization G)

In addition,

another controversial issue

is the involvement of local community

advisory committee in the decision making of contract funding allocation. The SCPI
program, which was initiated by the federal government under NHI

in 1999,had a built-

in community planning process. The federal government provided Manitoba with $12.7

M from

1999-2002 through SCPI

to provide services for communities

experiencing

homeless issues. In responding to this federal initiative, the WHHI was established in

Winnipeg to adminíster these federal funding. In order to comply with the community
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planning process requested by SCPI for the second stage funding from 2003-2006, the

WHHI set up a local community advisory committee, called Proposal Fund Allocation
Committee (PFAC), in 2003. It was an innovative "enhanced shared delivery model" of
partnership between the WHHI and the community committee (Social Planning Council

of Winnipeg,2004).

The major function of PFAC was to decide priority for SCPI funding, to review

proposals and

to make the recommendation to the NHI officer in the WHHI.

Consequently, the PFAC became another essential gatekeeper

in the contract award

process. The executive directors indicated that the PFAC caused the complexity in the
contract award process. Unfortunately, this PFAC was criticized by the both executive
directors involved as a "com;pt "and "degenerate" committee that imposed extensive
interference because of their own interests. One executive director expressed his or her
strong doubt of the integrity of the committee members and the fairness of the decision

making procedure implemented in this committee. The other executive director also
described the situation as follows:

"PFAC is a comrpt committee, and the WHHI has to have recommendation from
PFAC. So they're sort of stuck in the rock. Whether they fthe SCPI officer in the
WHHII like me or not, if PFAC doesn't like me, SCPI has no say in the matter
whatever. They can't overtutn the decision made by PFAC........The funding
allocation committee is comrpt, disreputable....every other bad word fthat] I can
think of. It's a terrible, terrible system that they put into the place. It could have
been a very good system. I'm not just saying it, because we want money. I'm
saying that, when you put allocation committee together, they are supposed to be
non-bias; they are supposed to be non-preferential; they're supposed to be
committed to serving the community. And these guys have failed dramatically."
(Organization H)
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3.

Cooperative contracting

Most purchase of service contracts were categorized by the executive directors

as

cooperative contracting (9 of i 1 contracts, 81.8%) instead of competitive and negotiation

contracting, even though the four federal project contracts had a built-in competitive

principle. Elements of competition seem completely absent in the remaining

seven

service contracts of the Manitoba government. There was no open request for proposals,

no solicitation of bids and no tendering in all of these Manitoba government contracts.

One executive director reported that there was no competitive award procedure
even though government might have some convert criteria for choosing the voluntary
organization with which to contract:

"It's not a competitive award procedure....I'm not sure why they pick the way
do. I think they go back to what's based on the largest numbers and the

they

largest needs." (Organization E)

Four contracts (57.l4o/o) were indicated by the executive directors that the
absence

of a competitive award procedure

resulted from the shortage

of the

service

providers:

"As far as I know, there wouldn't be any competition. As in 1997, we were the
only maternity home in Winnipeg." (Organization F)

"There is no competition, not for our people. There was no organization that
living with this specifrc mental illness. So there was not a lot of
this type of organization." (Organization D)
represented people
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4.

The mutual dependent relationship between the government and voluntary
organizations

The examination of the POSC procedure related to providing services for people

with mental disabilities seemed to suggest that the absence of competitive elements was
associated

with a complicated, but mutually dependent, relationship between government

and the voluntary organizations. In this service field, the delivery

of the contracted

programs is statutorily mandated. Based on the ascendancy of the community living

movement

in the past

several decades (Crichton

& Jongbloed, 1998) the voluntary

organizations in this field have grolvn rapidly and received their major funding from the

MFSH to deliver services which government is obligated to provide and was not able to
provide by

itself.

Therefore, government and voluntary organizations have come to

substantially rely on each other.

Moreover, because of the emphasis on the rights of people with mental disabilities

as consumers (Crichton
provided

&

Jongbloed, 1998), decision making regarding services

to this population is primarily

dependent on the individual

with

mental

disabilities or her or his substitute decision makers. Consequently, the power of the
goverrìment to impose a competitive market model on contract award is limited, because,
according to the Vulnerable Persons Living l4tith a Mental Disability Act (1996), it is the
people with mental disability instead of the goverrìment to decide from which voluntary
organization the clients would receive services.
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The mutual dependent relationship built in the past between voluntary organizations
and government to deliver services and the past history of working relationship between

the voluntary organizations and their clients made the implementation of competitive
contract awards impossible.

In fact, although govemment has changed the form of

funding from grants to purchase

of

service contracts, this has been done without

introducing any of the essential components of competitive contracting procedures:

"No, no, there wouldn't be competition, because it seemed not a contract. They
fthe government agency] just wrote a concrete fdocument] for forty people fthe
clientsl, and put a certain dollar tag on it. And then they called us [to sign the
contract]." (Organization A, for Contract A-2)

Conclusion

The data collected indicate that the actual practice of POSC between government
and voluntary social services organizations follows the competitive market model to a

very limited extent. Only four federal project funding contracts requested proposals for
competitive selection. However, a more complicated procedure than cost competitive

bidding existed

in

these federal project contracts. Elements

of

competition seem

completely absent in the other seven contracts (six core funding contracts and one project

funding contract) of the Manitoba. Notably, the actual contracting procedure utilized
seemed to vary according to the contracting models favoured by the various govemment
agencies

involved. Most pf the purchase of service contracts (9 of 11 contracts, 81.8%)

were categoized as cooperative contracting by the executive directors.

A

contracting

relationship was established because of expectations and needs on both parties and was
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often affected by the history of their working relationship and the imperative of the
goveÍìment involved for social service accountability.

4.2.2

Financial arrangements of POSC

The eleven contracts studied revealed much more limited competition than what
would be expected in a market model. Even though the contracts were not awarded to
the lowest complying bidders, the financial factor was still the major concems in the
current contract administration practices. In this part of analysis, the focus is on the

financial affangements of POSC, which are related to cost sharing, contract transaction
cost, cost control, financial accountability, and expenditure discretion.

Financial support and the deqree of contractor control varied according to the t)¡pe of
contract

The federal government contracts studied involved financial support for specific
social services programs, while the funding from the Manitoba government core funding
contracts were primarily in the form of support for core organizational functions as well
as program

delivery. In Table 11, the different aspects of fiscal anangements of project

funding and core funding contracts are presented.

All of four project

contracts funded by federal government in this study were

restricted to hiring service delivery staffs and supporting direct program operating costs.
The amount of funding was mostly dependent on the number of staff authorized and their
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salary

levels. In

contrast, Manitoba government core funding contracts provided

financial support for core organizational administration and operational costs in addition

to program staff salaries and program operational costs. This is because core contract
funding levels were determined according to pier diem or/and services volumes, in
addition to some administration costs. Obviously, the level and range of financial control

imposed on

the

organizations varied between project contracts and core funding

contracts. This difference will be discussed further in the following section.

The small project contract (Contract D-2) provided by Manitoba Health is not
listed in Table 11, because

it

does not belong to the two major categories of this table.

The basis of determination of funding level for this annual project contract was not clear

to the executive director. The amount of this contract funding was so small ($2,400) that

it

was not even able to cover a staff salary for only four hours per week. However,

according

to the executive director, the staff of this contracted program spent one

working day (eight hours) every week on the program. There was no expenditure
limitation, because the program cost shared by the voluntary organization was at least

52%. The funding of this contract had never been increased since it was initiated ten
years ago. This project contract had no financial reporting requirement and was renewed

automatically every year.
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Tablel

l:

Fiscal affangements of project funding and core funding contracts
Federal Proiect Contract

Government
contract agent
Contract

MAED (tunding

from

WHHI (federal

(N:i0)

Manitoba Core Fundins Contract
MH
MFSH

sovemment)

government's
offrce)

A-1, B-l

G-r, H-l

c-l, D-l

A-2,8-2, E-1, F-l

I

G-l: 13 month
H-l: 9 month
(extended to I

I year

A-2,F-l, F-1:

federal

identification
code
Contract term

year

3 years

B-2: 4 years

vear)

of

A-1:

determination
funding
level

based

Basis

of

time

funding

G-l:

funding

on 2 fuIl based on
program

1

executive

staff and limited

director and

operating costs.

program staff

B-1: funding
based on 4 H-l:

3

Block

funding

for peer support
based on the
population of the
regions served.

executive director, 2.5
counsellors, 0.5 resource

funding

program staf{ based on

staff, and

1

program

0.5

limited

operation expenses.

administrative

director,

staff and
operating

program staff,
and
I

expenses.

administrative

some

For A-2 and B-2: funding,
based on the number of
clients (18 clients for A-2,
134 clients for B-2).
E-1: funding based on I

F-l: block funding

8

on defined

based

services

volumes--90o/o
occupancy.

staff

Cost
by

sharing
the

organization
(2003-2004)

A-l: not able to
access

G-l:75.2%o *
H-7:41 .2%"**

C-l:34.1Y"

A-2:0.3%'

D-l:

B-2:30.6%'
E-l:36.2%o

16.0o/"

B-l:18.7%o

The entire Some
of F-l: 41 .0o/o
of operating cost operating and
For B-2, E-1, F-1:
operating and and some of administration
administration
costs
for Most of operating cost
administration
for costs
for managing the and
some of
costs
the managing the contract.
administration costs for
managing
Some

limitation

manaqing the contract.

contract.

contract.

Expenditure

Restriction on Restriction on Restriction on Most are not restrictive
number of staff, number of the size of the except for E-1, which is
salary level

and

some

staffand salary

of levels.

restrictive

regional
allocation.

budget

on the

line

expenditure,
including number of staff,

operating budget.

salary level and part of
operation costs.

Treatment of

Returned

surpluses

funder

to

Returned

to

Retained,

but

must be used on

funder

the

contracted
Drosrams.
Payment

Reimbursed

method

monthly

* G-l

Reimbursed

after

monthly after

submitting

submitting

report.

renort.

Quarterly
payment
(not contingent
on reoort).

Retained, but must be
used on the contracted
programs.

Quarterly payment, first at
(not
contingent on report)

the end of April.

has only seven month funding for the fiscal year of 2003- 2004 because this contract started in
September 1,2002 and ended in October 31,2003. The renewal contract started at September 28,2004.
** The fiscal year ofH-l started on January 1,2004 and ended on December 31,2004.
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Governments imposed
orqanizations

Level ofcost sharing

hish levels of cost sharine in contracting with

voluntary

Gronbjerg (1993) indicated that, "cost sharing exists when

public agencies require or provide incentives for nonprofit service providers to secure
matching funds for program activities otherwise covered by public grants and contracts"

(p.178). According to the reports of most executive directors, with regard to 6 of

10

contracts (60%) in Table I 1, the costs shared by the organization through revenues raised

from sources other than the contract funding constituted a high percentage of actual
program costs. In the fiscal year endingin2004, among ten service contracts, revenues

from other sources covered above

50o/o

of program

costs

for one service

contract,

between 30o/o and 50%o for five service contracts, between 10o/o and 20%o for two services
contracts, and below lo/o for one service contracts (see Table 11). For the remaining one

contract from the EAS program, the executive director was not able

to estimate the

program cost ofthis contract, but indicated that her or his organization had to use revenue

from other sources to cover the cost of managing this contract. On one hand, the
govemment had explicitly requested a high percentage of cost sharing, by listing cost
sharing as one of the essential contract award criteria. For example, the SCPI funding

principles set by the federal goverrìment required fifty percent cost sharing with this
being written into the final contract. On the other hand, through limitations on certain
allowable expenses and/or service volumes, governments have indirectly imposed high
levels of cost sharing and benefited from low levels of spending for public services. One
executive director described the situation:
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"The province has the determination of our costs. Unit of service is about half of
true costs, because they figured it up with their formula and their funding. But
their funding only provides now just a little more than half of our funding. So,
it's deceptively low." (Organization F)

However,

it should be noted that the organizations

methods by which they derived

differed considerably in the

full program cost estimates. It was very difficult

to

actually determine the true amount of cost sharing provided by the organizations because

of the specific rules that applied to meet the demands of different funders' reporting
requirements. Moreover, the level of cost sharing might also be influenced by the
intention of the voluntary organizations to diversiflz its funding:

"I do understand that sometimes it's frustrating, but I'm glad fthat] we have other

revenues to seek out money. So that's our own doing. We don't have to do that.
We could say we get a hundred and fifty four thousand dollars, and that's what we

are going

to work with....We want to do more, so we

seek out more."

(Organization B)

The situation was illuminated by comparison of the two voluntary organizations
that received the identical form of contract funding for similar programs from the same
goveÍrment agency, but with very different levels of cost sharing. Contracts A-2 andB-2
were for the same type of adult day service contract from the Adult Service Branch

MFSH. However, the cost sharing for Organization A was only
for Organization
contracts

B.

but it was 3L6o/o

The same conclusion can also be drawn by comparison between

C-l (34J% cost-sharing)

caused the difference

0.2o/o,

of

and

D-l (16.0%

cost-sharing). The factors that

in the cost sharing need to be explored further through further

research.
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Gronbjerg (1993) emphasized that, "the restricted

Contract transaction costs

grants and contracts system constitutes
organizations engage

a

special type

of

transaction system. All

in wide variety of transactions on a continuous basis" (p. 2a$.

This contract transaction system included external transactions, which occur when
organizations obtain resources and establish markets for the delivery

of services, and

intemal transactions, which occur within organizations when goods and services are
transferred across organizational

units.

Gronbjerg (i993) indicated that the time and

efforts untaken for all such transaction involve cost. Contract transaction costs include
not only those costs mentioned above (some of core organization administration costs and
program delivery expenditures), but also other uncertain and unexpected expenditures

required

by managing contracts. The executive directors mentioned this type of

transaction costs associated

with

developing

the proposals, meeting

reporting

requirements, hiring and training staff, establishing new administrative procedures,

developing the client base, complying

with

contractual requirements related to

confidentiality, facilities, and liability insurance, solving the problems of implementing a
new service system, and building relationships with government contract administration

officers and other key actors in the funding system, community, and relevant policy
areas. These key actors included representatives from other organizations, the members

of the legislative assembly, the organizational members of service provider coalitions,
and the govemment offìcers in

policlmaking committees.

Core contract funding provided by the Manitoba government either supported the
cost of the executive directors of the organizations or attached an administration fee to
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the per diem fees. This type of core funding support for organizational operation was
more limited in the coordination of the contracted program, and it would not be able to

cover all of the contract transaction costs. For example, the voluntary organizations
studied had to pay

all of the costs of complying with the regulations written in

the

contracts or required by the relevant goverrrment agency. These regulations were related

to facilities, confidentiality, and liability insurance. These costs could be categorized

as

the contract transaction cost, but they were not included in the core organizational
administration funding by the Manitoba government. However, the project contract
funding provided by the federal government did not support any necessary transaction
costs required to administer the contract program. The voluntary organizations were
expected to absorb all of these costs by themselves. The executive directors complained
about this problem as follows:

"The only thing...I would say here..., fwhich] would be beneficial to our agency,
is some of the main cost fadministration cost] for the executive director's time.
There is time involved...I heard from other agencies [that] said the same thing."
(Or ganization A, ContractA- 1 )
"There is no administration money at all. There's not much. When you think
about the overhead cost we have, there's really nothing covered." (Organization
B, Contract B-1)

However,

it is very difficult to document the actual transaction costs related to a

particular program, because,

in the organizations

studied, there are usually several

programs that shared the same administrative personnel, facilities, and other resources.
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Cost control

Another problem related to cost sharing is the issue of cost control.

Gronbjerg (1993) pointed out that, "cost control occurs when public sector agencies limit
increases

in grants and contracts, perhaps even to levels below increases in operating

costs, but require that the same level

increase

of contract

of

services be provided."þ.178). The level

funding varied according

to the

of

relevant government agency.

However, there was no cost of living increase built into either federal project funding
contracts or Manitoba government core funding contracts regardless of the length of the

contract. The only exceptions were two contracts with Manitoba Health. Even for the
two organizations involved, the rate of annual increases had been reduced in recent years
and did not match actual increases in the cost of living:

"Last year, it lthe increase] was less than one percent, so it was not a great
increase. Since I've been here, I think fthat] the increases were two and half
percent fthree years ago], one point seventy five percent ftwo years ago], and
point ninety eight percent flast year]. It went down every year." (Organization D)

Some contracts had no increases at all built in over their term. This is especially

the case for the EAS project contracts. This caused a lot of financial pressure on the
voluntary organizations

:

"I think just that as costs of living go up, they don't.

That's a big

issue.

Education and Training IMAET] has notkeptup to that standard at all......They
have no increase really in wages in at least eight years." (Organization B,
Contract B-1)

Four organizations, which had three-year contracts with MFSH, had to

use

different strategies to negotiate with MFSH to increase the funding for one or two years
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before the end

of the terms of the contracts. One organization

negotiated with the director

of the Manitoba Family Violence

(Organization E)

Prevention Branch

(MFVPB, one branch of MFSH) and received approval for an increase of funding. This
organization also reported a contract funding increase for staff salaries and benefits in the

previous term of the contract through negotiations by their service provider coalition.

Another organization (Organization F) requested a meeting directly with the Minister of

Family Services and Housing to apply for an increase of funding. The other two
organizations, which provided services to people with mental disabilities, also negotiated
an increase

of funding with MFSH through their own service provider coalition. Two of

these organizations, which negotiated for contract amendments, received raises

of 15%

(Organization F) and 6.3o/o (Organization E). The determinations of the rate of increases
were made by the government agencies and the rationales for the levels of increase were

not clear to the organizations.

However, the negotiation process required time and work from the executive

director and board members, but the result was unpredictable. For example, the
application of one organization was refused when they first met with the Minister, but,

after one year, approval for the increased funding arrived by mail unexpectedly. The
executive directors

of three organizations, which have contracts with MFSH, also

mentioned that their organizations have jointed service provider coalitions to negotiate

with MFSH, and that this resulted in increased funding of either salaries or benefits and
pensions for the

staff. However, this type of funding

occur through amendment

of contracts. For
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increase would not necessarily

example, there

is a "staff

stabilization

initiative" in MFSH, which has a three stage plan to subsidize staff salaries, benefits and
pension increases to voluntary organizations that provide services to people with mental

disabilities. However, the voluntary organizations have to be eligible and submit
invoices quarterly in order to receive this type of subsidy.

"It fthe subsidy for pensions] is 4.89% of our full time staff wages. We give them
lStaff Stabilization Initiativel invoices quarterly for our full time staff only. They
won't fund part time staff. . ... ...We were fortunate. We were able to put it all into
the pension. But this is the third step of the Staff Stabilization Initiative. The first
step was to bring all the wages in this field to $8.50 an hour. The second step was
to bring all the wages to $9.50 an hour. And the third step was this group benefit

and pension money. We never benefited from the first two steps of staff
stabilization, because our wages were always higher than that." (Organization B,
Contract B-2)

This suggested a complicated cost control system imposed by the Manitoba
government, which goes far beyond the simplified market principles involved in POSC.

In conclusion, high levels of costs sharing, uffemunerated transaction costs,

and

extensive cost control raise the question of the adequacy of government contract funding.

Some

of the

executive directors

of the voluntary organizations pointed out that

adequacy of funding has been the major problem that they have encountered

in

the

POSC

with the government. This had a direct impact on service delivery:

"It fthe contract funding] is a drop in the bucket. It's tokenism

and

it's not very

meaningful......The demand is high, and consequently we don't have the ability
to serve the demands or meet the demands. And so most people who work in our
organizalion are part-time. The main problem is that we're under funded."
(Organizalion C)
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"I would like to see us to get more money, just because we spent a lot of time and
effort to try to raise a little bit of money, when we were actually taken away from
providing services to people." (Organization D)

Predictabilitv and continuit)¡ of contract fundins arranqements

Based on resource dependency theory, Gronbjerg (1993) has argued that,
"uncertainties associated with managing complex funding structures are somewhat
alleviated

if funding

streams are otherwise predictable and continuous."

(p.172). In this

study, most service contracts from the government appeared to be predictable and
continuous,

in that there were no contract terminations, no significant

reductions

of

funding levels, and no major modifications required of the service programs, which were

funded through the contracts. The high level
organizations

in that it

of continuity benefited the voluntary

provided an opportunity for leaming how to negotiate with

goveûtments and to function within this contracting system more effectively.

In contrast, the project funding contracts from the federal SCPI program exhibited
a very turbulent funding history. First, the tenures of the contracts were not consistent

with either the govemment or voluntary organizations' f,rscal years. Second, the lengths
of these contract tenures varied a greal deal over the past four years. They could be

as

short as four months or could be as long as eight to thirteen months. Third, usually, there

were two to four month gaps between each renewal when the organization was left
without funding for the project. In an extreme situation, one organization experienced
almost one year of waiting for the renewal of the contract. Fourth, one of contracts for a

transition house, which had a three-year plan, was terminated by the goverlrment after

137 -

one year of funding. Fifth, every contract renewal had to proceed through the contract
award procedure, and the funding level for every renewal was extremely unpredictable.

Finally, the contract award procedure became very complicated because of the
involvement

of a community

advisory committee-the

PFAC. This volatile set of

conditions imposed by the federal govemment created extreme uncertainties for the
voluntary organizations, since most of their staff salaries were dependent on this funding
source. These uncertainties affected both planning and service delivery.

Demanding management activities and limited expenditure discretion

POSC with governments requires that voluntary social service organizations
expend a great deal of management effort, not only to deliver the funded social services,

but also to demonstrate accountability for public funds. In this part of the analysis, the
focus is on the voluntary organizations' financial management and reporting activities.
Contract management related to service delivery and administration will be discussed in a
subsequent section.

F inanci al mana gement

r eq

uir ements

All of the executive

directors in this study

thought that financial accountability was the major accountability concern of
governments beyond other forms

of accountability. All of them mentioned that the

scandal of Hydra House in Winnipeg, which was reported to have misused millions

of

dollars from the Manitoba govenìment's social services funding, had made both the
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governments and the voluntary organizations very cautious about financial management
and reporting.

As has been mentioned above, MFSH had tried to change their per diem funding
from grants to contracts to impose more stringent financial reporting requirements.
However, the range and content of financial reporting varied significantly between
project contract funding and core contract funding (see Table 12). Moreover, in terms

of

the complexity of financial reporting, the requirements of Manitoba Health were far less
stringent than those from MFSH. The financial reporting requirements for project

funding were very simple and were related to specific expenditure categories. Neither the
cash

flow

sheets nor the payment claims were more than two pages.

Actually, the major

purpose of this financial reporting was to request the monthly reimbursement for
expenditures made. The only financial reporting requirement from Manitoba Health was
the annually audited financial statement, prepared according to a specific format
composed of defined items.

In contrast, the complicated financial reporting items and forms required by the
MFSH indicated MFSH's strong intention to monitor and even control the entire financial
operation of the contracted voluntary organizations. According to the written service
contracts required by MFSH, the financial management of the voluntary organization
must be consistent with the principles established by the goverrment. The financial

reporting requirements included two forms of budgets, very detailed and specific interim
financial reports, staff salary reports including staff positions, wages and working hours,
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Table 12: Financial reporting

requirements

Federal Project Contracts

CN=l1)

Manitoba Core Funding Contracts

Manitoba
Project

MH

contract

Government
contract agent
Contract

MAED

WHHI

MH

MFSH

A-1, B-1

G-l, H-l

c-1, D-l

A-2,8-2, E-1,

Not required

Not

Not required

Preliminary budget;
Final budget

F-1

D-2

identification
code

Budget

required

Interim
financial
report

Staffsalary

Cash flows

Not

Not required

required
Submitted
monthly

Not required

expense report

Submitted all annually
Balance sheet;
Statement of revenue
and expenses;
Cash

Not

Not required

required

flow

Not
required

Not
required

sheet

Submitted all quarterlv
Total salary costs, by
position classifi cation,

Not
required

within each program
(salary range, working
hours, equivalent fulltime position)

Audited
frnancial

Not required

Not

Balance

required

sheet;

Income and

statement

expense

statement

Management

letter *
Invoice or
payment claim

Not required

Not
reouired

Payment
claim (cost

breakdown);
Mileage
report.

Payment

Submitted
annuallv
Submitted
annuallv
Not required

claim

Submitted auarterlv
Balance sheet;
Statement of revenue
and expenses;
Detailed statement of

Not
required

cumulative
surplus/dehcit
Submitted all annuallv
Submitted annually

Not
required

A-2 andB-2:
Submitted invoice

Not
required

Monthly
Submitted
monthly

E-1 andF-l:

Not required

Others

Submitted
monthlv
None

None

None

E1: Surplus/deficit

Not

letter signed by the
board (in addition to the
audited financial

required

statement)
Subntitted annuallv
+Management letter involves the comments and suggestions made to the agency from the auditor.
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an audited financial statement, a management letter, and finally, invoices, which were

applicable to the pier diem funding. Without any support from the government,
compliance with these complex financial tasks could be very burdensome.

The executive director of an organization with total annual operating revenue of
$1.4 millions, also indicated that the only different reporting requirement caused by the

shift from grant funding to contract funding was the financial reporting requirement:

"The only thing different is we just have to report financially. So that's the big
thing. There is no remuneration for that. For our accountant, she spends probably
each quarter five or six hours at least providing the financial reports because it's not
how we do our statement. We need to conform to their statement, how they want
their reporting done. So it's work. There's no extra administration funding for us
to do that." (Organization B; Contract B-2)

On one hand, one executive director reported the problem that MFSH continually
tried to change the format for financial reporting and to increase the information required
because

of the demand for accountability for public money. When the government

increased the complexity of financial reporting, this raised the contract transaction costs.

On the other hand, other executive directors indicated that the government contract
project officers adapted or intended to adapt forms of financial reporting to ease the
burden of preparing different reports for different funders. The nature of these ongoing
negotiations seemed to depend on the quality of the working relationship between the
goveñìment and the particular voluntary organization.
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However, purchase

of

service contracting does not necessarily require that

financial reporting must become more troublesome for the voluntary organization. One
executive director, whose organization had a service contract with MFSH, reported that

the change from a grant to a POSC actually significantly reduced their financial
reporting, because the government agency omitted the requirement of invoices. The

voluntary organization no longer had to submit invoices for the application of every
detailed expenditure for each client. Consequently, the financial reporting became less
burdensome.

Limited management

dis

cretion

Another important issue related to financial

management and accountability is the limited discretion granted to the voluntary
organizations under the contracts. In terms of project contracts, once the contracts were
signed, the voluntary social service organizations had little or no discretion about how
they could spend the funds, because only approved items were reimbursed. Even though
there should have been some flexibility in managing Manitoba government core contract

funding, the executive directors still complained about the difficulty of the limited
management discretion:

"With finances, there are not a lot of flexibility, and we are really restricted to
spend money in certain areas that might not need it at that time.......We couldn't
outset the surplus in another call centre. Because it's a service purchase
agreement. ... ....and you fthe organization] have to put up with all of these
frestriction on expenditure] regardless of the costs." (Organization E)

"Well, they determine how much money you can put into what. But we didn't
have so much money, so it didn't matter. They are fairly specific on where the
money goes. We can move money a little bit around it." (Organization D)
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"They certainly lay out how we are supposed to spend their money. we have
some disagreement fabout the costs and units of service] in there, but basically
our budget is pretty stable." (Organization F)

4.2.3

Service standardization and government control over voluntary
organizations

Through POSC goveÍtments use voluntary organizations to deliver their mandated

social services. Indeed, through this legal form of purchase of service agreements
governments have the power not only to decide on the spending of public funds, but also

to

exercise public authority over the voluntary organization (Salamon,

1995).

The

important issue in social service contracting is the level of goverïìment control over the
services delivered by the contracted voluntary organizations. The question explored here

is "how much service standardization and govefirment control do governments intend to

impose on the voluntary organizations through the POSC?". Certainly, service
standardization and goverrlment control

voluntary organizations. However,

will

have an impact on the autonomy

of

the

in this part of analysis, the focus is on the

requirements of governments on service standardization. Indeed, the actual contractual

control of government over the voluntary organization is through the monitoring of
contract compliance, which is analyzed in the next section.

From a positive perspective, some executive directors welcomed the service
standardization required in service contracting. Three executive directors expressed that

the service purchase agreement could be very helpful for them in understanding
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govemment's expectations. They mentioned that a written agreement with govemment
was used to inform the program delivery staff about the objectives and the activities

of

service provision and to help board members to clarify the direction and the goals of the
organizations.

Indeed, the review of the contract documents indicated that the legal format of the
purchase

of service contract makes it a very useful tool for govemments, not only to

define the contracted services, but also to articulate requirements through policy, relevant

legislation and regulations, with which the voluntary organizations were obligated to

comply. However, it is important to clarify that some of the control by government over
voluntary organizations and the standardization of social services, in fact, flow from
relevant govemment regulations, policies and other guidelines or manuals, instead of
from the service purchase contract per

se.

In this section, service standardization and government control over the voluntary
organizations in the practice of POSC are examined according to client access to services,

standardization

of staff qualifications, service definitions, program administration,

organizational governance, and physical

facilities. In Appendix O, the

different

requirements of the service contracts are summarized according to the types of contracted
programs in the particular service field.

Access to the

services

Most executive directors reported that their organizations

did not experience any problems related to client referral and eligibility requirements set
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in the service contracts. They explained that the client eligibility definitions articulated in
the contracts were consistent with the characteristics of the target populations, which the
organizations intended to serve according to their missions. Three executive directors

(27.3%) reported that they had successfully negotiated with the govemment agency
involved to broaden the client eligibility in one purchase of service contact each. Oniy
one executive director in the area of domestic violence expressed strongly that the client

eligibility definition required by government in the contract was too restrictive for the
organization to serve the clients who really needed the services. Table 13 shows that all

of the contracts allowed client self referral. The client eligibility criteria in more

than

fifty percent of contracts were defined by government.
Table 13: Service access after the initiation of POSC
Client referral

Contracts
o/
/o

CIient elieibilitv
Defined by
Restricted

(N:11)
Final decision

Open to

Self

self

the

by

referral

referral
prohibited

organization

government

il

0

5

6

9

2

100%

0

45j%

54.5%

81.8%

18.2%

By
organization

Funding
approved

by
sovernment

Notably, in only two contracts (18.2yo), the final decision for access to service
required funding approval from govemment social workers. These two purchase of
service contracts provided services to people with mental disabilities. Client eligibility

and access

to

service are defined

by The Vulnerable Person Living wíth Mental

Disabilities Act (1996). According to this act, people with mental disabilities and their
substitute decision makers have the right
government social workers were involved

to

choose the services they

will use.

in the client decision-making

The

processes to

ensure that the clients' rights were protected and that the funding for the individuals was
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available. Therefore, the final decisions with regard to service access were dependent on
both the client's choices and the availability of the goverrìment funding. However, form
the perspective of one executive director, the ideology of client self determination was
not implemented well in actual practice, and the goverrìment social worker still exercised
too much influences on clients' decisions.

"It fclient

self determination] is not handled great at the government level. Social
workers need to step out a little bit, but...I think...there's the whole systemic
thing." (Organization B, Contract B-2)

One issue of concern in this study is "whether the change of funding from a grant

to a POSC limits client access to services". In the case of those three contracts, which
replaced goverrrment grant funding, client access

to

services did not become more

restrictive after the initiation of service contracting. Two of these three service purchase
contractors provided services to adults with mental disabilities.

A

government social

worker was involved in the funding approval process for the individual, but the final
decision had to based on the choice of the client. The purchase of service contract had no

impact on this process. With regard to the third contract, the executive director explained
that the service contract, indeed, opened up new opportunities for client self referral that
did not previously exist. This organization provided maternity home services. Before the
service contract, clients had to be referred by the Child and Family Services system or by
a govenìment income assistance agency. At that time, client eligibility was determined

by the govemment. After service contracting, client self referral was accepted and the
organization had the autonomy to determine client

positive impact on client access to service.
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eligibility. This change had a very

Staff qualifications

Among the eleven contracts studied, there were no written

requirements with regard to staff qualifications or staff:client ratios.

directors reported that decisions related

to required staff

All of the executive

qualifications were left

completely to the voluntary organization. Even though the mental health self help
organizations were expected to hire people with experience as mental health service
consumers, this requirement was consistent with the principle of self help practice. Four

executive directors (36.4%) reported that the competitive project contract process
required that the organizations include position descriptions and statements
qualifications

in their

of

staff

proposals, but the government did not directly make staffing

decisions. One executive director also mentioned that staff qualification requirements
came from govefftment regulations instead
organization's staff was required
resuscitation certificates because

of from the service contract.

The

to have earned first aid and cardiopulmonary

of

regulations contained

in the Residential

Care

Facilities Licensing Regulation (1988). Meeting this requirement costed organizations
thousands of dollars without any assistance from government funding.

Generally, the executive directors expressed that they would like to continue to
have the autonomy to decide upon staff qualifications. Most of the executive directors

emphasized that

their organizations had developed very good guidelines for staff

selection and made the effort to hire qualified staff. However, some executive directors
indicated that they felt that governments did not set staff qualifications and staff:client
ratios because they would not be able to provide the appropriate level of funding to make
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this staff standardization feasible. Three executive directors (27.3%) in this study
strongly expressed that they had difficulty in recruiting qualified staff because of limited
contract funding. Another executive director (9.1%) reported that her or his organization
had to subsidize staff salaries with other funding in order to recruit and retain qualified
staff.

The interviews and document

Program and service definition

review

demonstrated that government control of service delivery through contracting seemed to

vary among various aspects of the service, including articulation of the service definition,

specification

of service

duration, and identification

of

program outputs and client

outcomes. It is interesting to note that governments imposed more control over service
duration and program outputs than over service definitions and client outcomes (see
Table

14).

Some executive directors interpreted that this resulted from the desire for

expenditure control and financial accountability.

Table 14: Program and service

definition

(N:11)

Defined
exclusively

Defined by

by

with some

government

input from

goverrunent

Developed
mainly by
organization

organization

goals and

No

definition

mention

from the
proposal

ofa
definition

remained
unchanged

the

Def,rnition
of service

The

Contracts

I

4

I

5

0

o/
/o

9.1%

36.4%

9.1%

45j%

0%

activities
Service

Contracts

5

0

1

0

5

duration

o/
/o

45j%

0%

9.1%

0%

4s5%

Program
outputs

Contracts

6

0

0

2

J

o/
/o

s4.5%

0%

0%

t8.2%

213%

Client

Contracts

0

0

0

9

outcomes

o/
/o

2
18.2V"

0%

0%

0%

81.8%
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The duration of service is a central ingredient in determining service cost. A

defined number

of

clients

or program

outputs are

k"y indicators of

financial

accountability through describing the level of service implementation. Many executive
directors pointed out that in POSC governments appeared to emphasizethe accountability

of financial management more than the quality of the social services delivered. The
absence

of any requirement related to client outcomes in 81.8% of service contracts could

be an indicator of this.

According to the reports of some executive directors, governments were open to
listening to the input of voluntary organizations regarding defining service goals and
activities based on an understanding that the organizations were closest to the clients and
communities and better knew their needs. In more than half of the contracts studied, the

selices were defined mainly by the voluntary organization or remained as specified in
the proposals.

P ro gram adminis

tration

Notably, all of the six Manitoba government core

funding contracts required that the voluntary organization provide services in accordance

with relevant legislation, regulations, government policies, and department manuals

as

written into the contracts. For example, the Vulnerable Persons Living with a Mental
Disability Act (1996), the Standards Manual

for

Women's Resource Centre (Child and

Family Services Division, Manitoba, 1999), the Child and Family Services Act (1986),

the Manitoba's Child and Family Services Program Standards Manual (Child

and

Family Services Division, Manitoba, 1988), and the Mental Health Self Help Policy
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(Mental Health Self Help Poiicy Review Committee, Manitoba Health, 2002) were cited

in contracts.

Three voluntary organizations having Manitoba core funding contracts had been

required to adhere to the relevant regulations even before signing the contracts. The
contracts of these three organizations related to providing adults services to adults with

mental disabilities and maternity home service to pregnant women. With regard to the
other three contracts, after several years of contracting with the voluntary organizations,

the govemment agencies either developed policy to define the vision of services or
developed a standards manual

to establish the

standards and procedures

of

program

operation. Consequently, the contracts required the voluntary originations to adhere to
the policy and the standards manual. Two contracts were related to mental health self

help services and the other contract was related to services of women resources centre.
One executive director of a mental health self help organization expressed the view that
her or his organization's services and programs were more affected by the relevant policy

than by the service contract. However, this executive director emphasized that the
paradigm change in mental health was the original cause. From her or his perspective,

a

paradigm change affected what we understood about mental illness that its treatment

should go beyond the medical model and that

it

must include a psychosocial

rehabilitation aspect and recovery and empoweÍnent perspectives.

"Govemment reflects its policy in paradigm or culture change. Hence we have the policy
paper and then the contract reflects that a little bit....The mostly influential one is the
self-help policy paper, and that's what I called the paradigm change-how we understand
mental illness." (Organization C)
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In contrast, standard manuals developed by the relevant government agencies had
more direct impacts on the program administration of the voluntary organizations than
the legislation, regulations and policy papers, because standards manuals were statements

of the minimum mandatory requirements of service standards and procedures mandated

by the legislation or regulations. They established the parameters within which the
voluntary organizations may develop their own polices and procedures appropriate to
their own needs and those of the clients they serve (the Manitoba's Child and Family
Services Program Standards Manual, 1988). However, the range and the level of service

standardizations and government control varied according to the legal authority, which
charactenzed these policy instruments, the directness of their impact on organizational
operations and the intention and capacity of the govemment agencies involved to exercise

their authority.

In social services fields, governments were able to use service purchase contracts

as an essential instrument to demand that their contracted voluntary organizations
operated

in

accordance with the standards set up by the government agency. These

demands involved impacts on the discretion of the voluntary organization to define the
elements

of service delivery. The distinguishing case in this study was the voluntary

organization that had contracted with the government to operate a women's resource
centre. The review of all six Manitoba goveÍìment core funding contracts, which had the
same or similar standard contract formats, revealed that this particular contract was the

only one that required the operation of the contractee to adhere to procedures established
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by the Standard Manual for Women's Resource Centres (Child and Famiiy

Services

Division, Manitoba, 1999), which was developed by the FVPB of MFSH.

3(4) Program and services provided in Schedules A, B, C and D are to be operated
a manner consistent with policies and procedures as established by Manitoba in
accordance with Standards Manual For Women's Resources Centres as provided
by the Family Violence Prevention Program." (Service purchase agreement
between the government of Manitoba and OrganizationB,2002)

in

In contrast, the other five Manitoba govemment contracts allowed and recognized

the voluntary organizations' autonomy to function
organizational policies and procedures

in

in

accordance

these particular

with their

own

or similar sections of

the

respective contracts. Even though these contracts also cited the relevant government
regulations and required the compliance of the voluntary organizations in the appendices
of the contracts, the scope and the levels of control were different.

For example, the major concerxs of the Vulnerable Persons Living with a Mental

Disability Act (1996) and the Child and Family Services Act (1986) were to define the
legal rights of the clients to access services and the obligation of the governments to
provide protection and services, and the function of the Mental Health Self Help Policy

(Mental Health Self Help Policy Review Committee, 2002) was to reflect an overall

vision and organizational structure of the mental health self help system in Manitoba.
The aim of these regulations was not to develop detailed standards and procedures of
program operation. Even though these regulations were cited in the contracts, their
enforcement and their impacts on program administration of the voluntary organizations

were limited in scope, in comparison to the Standards Manual

152

for

Women's Resource

Centres (Child and Family Services Division, Manitoba, 1999). With regard

to

the

Manitoba's Child and Family Servíces Program Standards Manual (Child and Family
Services Division, Manitoba, 1988), the executive director
expressed that the appiication

of the matemity

home

of this standards manual to the program administration of

her or his organization is limited to the services provided by social workers in the area of
case management, service planning and adoption. Most residential and educational
services provided by her or his organization to pregnant women were not affected by this
standards manual.

Organizational governqnce

In addition, the FVPB is the only government

agency in this study that used its manual to guide the governance and administration

of

the contracting voluntary organizations. This involved six major parts. The first part was
related to the incorporation and by laws of the organization. The second part focused on

the composition and training of the board of directors and how they

exercised

accountability and delegated authority. The third part dealt with the organizational
development that included the mission statement, the definition of goals and objectives,

the development of operational planning to guide programs and articulate outcomes and

indicators, the establishment

of the organizational

structure, the procedure

recruitment and screening, and the policies and procedure

of

of

staff

human resources

management. The fourth part was related to financial management and reporting. The

fifth part focused on administrative and client records management that included record
storage and access, record retention and destruction, confidentiality of client records, and

client access to records. The final part was related to the physical facilities, including fire
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safety inspection and building codes. Certainly, this control over organizational
governance and administration had an impact on the autonomy of the organization. In
contrast, the other govemment agencies in this study left organizational governance and

administration to the discretion of the voluntary organizations, because these government
agencies did not develop standards to guide the governance and administration of the

voluntary organizations. For example, the Manitoba's Child and Family Servíces
Program Standards Manual (Child and Family Services Division, Manitoba, 1988) did
not contain any section related to organizational governance and administration. Its focus

was on the standards and procedures of services programs that included intake, case
management, and individual service planning.

Facílities

All of the executive directors in this study reported that their

service contracts did not establish facility standards. However,

all of the voluntary

organizations had to comply with Manitoba Building Code (1998) and Manitoba Fire

Code (1998) quite independently of their entry into a contract. The impact of facility
standards on voluntary organizations was addressed

by only one executive

director,

whose organization provided residential services. The service contract did not reference
the residential care facilities licensing requirements and government did not provide any
resources

to cover the cost of meeting these requirements. This executive

director

emphasized that residential care licensing requirements had far more impact on her or his

organization than the service contract

used

all of the time of a

did. This organization took

dedicated staff

one whole year and

to develop and implement the necessary

procedures to comply with residential licensing standards.

154

Conclusion

The experience of the executive directors with service standardization and
government control flowing from contracts was mixed. On one hand, this study revealed
that the levels of service standardization and government control imposed by POSC were

limited for most of the investigated contracts, in terms of client access to services, staff
qualifications, program and service definition, program administration, organizational
governance, and physical

facilities. On the other hand, POSC was

seen as potentially

interfering in their operations. Some purchase of service contracts seemed to serve

as

useful instruments for govemments to enlist the relevant regulations, policies, and
standards manuals, by requiring compliance

in the contracts. The distinguishing case in

this study was the contract for providing counselling services in a women's resource
centre. The FVPB was able to use a service contract as an instrument to require the
voluntary organization to operate in accordance with the standards manual developed by
that government agency. This imposed strong controls on the level of service delivery,
pro gram admini stration and also organi zational govemance.

In contrast, the Mental Health Self Help Policy (Mental Health Self Help Policy
Review Committee, 2002) also involved implications for service delivery by mental
health organizations. However, the level of the standardization was limited because the
relevant policy document referenced in the contract provided guidelines and directions on
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services concepts and service models, without imposing strict requirements on program
admini stration and or ganization al op erati ons.

Social services standardization

is

essentially affected

by broad policy

environments, including the relevant legislation, social policy and the ideology and
practice of the govenrment authority

in

administering the contract and monitoring its

compliance. Service standardization related to contracts in this study was associated with

the specificity of different policy instruments developed by the relevant government
departments and the exercise

of enforcement through monitoring the performance of

service contracts by contracting government agencies. The practice of monitoring service
contract compliance is analyzed in the next section.

4.2.4

Contract management and monitoring

Governments' requirements related to finances, service standardization and control,

which were discussed above, rely on adequate reporting and monitoring systems to

review contract compliance and service performance. Contract management

and

monitoring are important issues related to accountability. Contract amendment is also

a

part of contract management. It involves a formal process for potentially improving the
contracts.
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Contract Reporting

Findings indicated three types

of

contract reporting. First, organizational

information reporting includes the transmission of all the required information related to

the organizations' legal status, the board of directors, planning processes,

the

organization's by-laws, organizational structures, organizational policies, procedure
manuals and licensing certificates. Annual reports also belong to this category. This

kind of reporting is concerned with the entire operation of the voluntary organization.
Second, program reporting consists mainly

of information transmitted about

program

outputs reporting and client outcomes reporting. Program output reporting

is

the

reporting of the units of service completed (Kettner, 2002). Client outcome reporting is
the reporting of changes in clients' problems and abilities attributable to consumption

of

the contracted services (Kettner, 20022). Third, financial reporting included all of the

information transmitted related

to

revenues and expenditures

of the voluntary

organizations and programs financed through a particular contract. Financial reporting
has been discussed

and this

will not

in the previous section related to the financial affangements of POSC

repeated here.

It is important to note that reporting varied

between the federal project funding

contracts and the Manitoba core funding contracts for each type

of reporting. This

variation reflected not only the fiscal affangements of the contract funding, but also the
focus and the concerns of the contracting government agencies and their relationship with
the contracted voluntary organizations.
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O

r ganiz ati on info rmati on r ep o rting

MFSH required that this type of information

be comprehensively prepared for inspection and be reported when a major change occurs

in the composition of board of directors or in the incumbency of executive directorship.
However, according to the executive directors, among three MFSH government agencies

involved with studied organizations, only the FVPB had ever reviewed this type of
information. Manitoba Health required only several basic items related to the names and
positions of the board members and the staff, mission statement, and organizational
address and contact numbers, along

However,

with the requirement to submit annual

all of the federal government

reports.

project funding contracts included

no

requirement for the reporting of this information. This difference between the two types

of

contract reporting requirements indicates that governments which provided core

funding intended

to monitor the operation of the voluntary organizations on the

organization level rather than only on the program level. However, the actual practice

of

this type of monitoring varied among the government agencies involved. Only the FVPB
requested the review of this type of information regularly. Three of four organizations
that had contracts with MFSH reported that they never received any request from MFSH

for monitoring this type of information since they began contracting with MFSH.

Program reporting

According to Table 15, federal project funding contracts

required far more program reporting than did Manitoba core funding contracts. The
average frequency

of all types of reporting per contract throughout

a

fiscal year was 18.3

times with a standard deviation of 6.3, while the average annual frequency of reporting
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forthe Manitoba core funding contracts was only 2.7 times per contract with a standard
deviation of 4.3.

Table 15: Program reporting during the last fiscal

year*

Manitoba Core Funding Contracts

Federal Project Funding
Contracts

Contractins Prosram
Identification Code
Program
output
report
Client
outcome
reDort

Project
end report

Frequency
Sample

MAED

A-l

(N:10)

MH

WHHI

MFSH

c-l

D-l

A-2

B-2

t2

2

2

I

4

10

0
0

0

0

0

0

0
0

0
0

0
0

I

0

0

9

0

U

B-l

G-1

H-1

t2

12

t2

2

6

E-1

F-l

0

t2

0

0

2

0

0

0

0

0

0

0

0

0

0

0

0

0

0

0

0

0
0
0

oages**
Frequency
Sample

0*
0

{<r<

0*r<

0

r<

Dases

Freouencv
Sample
DASES

Executive
director
report

DASES

Estimated

Frequencv

total

Pases

reports in
one year

Frequency

Frequencv
Sample

Total
pages in a

0

0

t2

12

0

0

0

0

0

0

0

2

2

0

0

0

0

U

12

t2

25
45

2

0

0

t2

72

24
26

2

24

4

l0

0

0

24

Mean:18.3, SD:6.3,

ll;4aarr2.1, SD:4.3, Median:l

Median:18
Mean:41.8, SD:19.3,
Median:24.5

Mean:6.3, SD:6.3, Median:2

0
0

vear

* 2002-2003 for G-l; 2003 for H-l ;2003-2004 for other contracts.

**

Sample pages means the pages of the report, which was provided by the executive director for document
review through random selection.
{'** The number of employed clients was only one a piece of information attached to program output
reports. The executive directors did not identify it as a client ouþut report.
x*** One Manitoba project contract is not listed in this table, because it did not require any kind of
reporting.
-- Data missing. The organizations were not able to provide the documents.

In the perception of the executive directors, no reporting on client outcomes was
implemented either in project contracts or core funding contracts. Even though the two

EAS contracts required that the number of employed clients should be reported, the
executive directors emphasized that, actually, this was just a piece

of

information

attached to program output reports. This did not involve a separate requirement for an

-
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independent client outcome report. Moreover, the executive directors involved did not

identiff the required information on the number of clients employed
outcome

as an adequate client

report. One executive director pointed out that with regard to supported

employment services for people with mental disabilities the central client outcome
concem was not only about "how many clients attained job", but also about "how many

client maintained their job" and "how did clients' skills in job searching and maintaining
a

job improve?" Therefore, no executive directors involved in this study reported any

client outcome reporting in this study.

All of the federal project contracts

required monthly program output reporting.

The major content of this program output reporting was statistical counts of how many
service units the organization had provided. The organizations contracting with the SCPI

program also submitted monthly executive director reports and project end reports at the
end of the

project. The executive director report had no mandatory format and contained

mainly the description of the program activities and organizational events related to the
contracted project. In contrast, the project end report had a standard format given by the

NHI for collecting information about the results of its specific projects. It intended to
collect two types of information: one is program output data recorded according to the
given categories, and the other is a project impact assessment including both open ended
and quantitative questions. However, the executive director commented that this project
end reporting was useless, because

it only asked the questions

so government could do

their statistical report. The document review indicated that the section on project impact
assessment was

left blank. MAET required their contracted organizations not only to

-
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submit program output reports, but also all copies of case management forms, including
application, intake and exit forms. In addition, the contracted voluntary organizations
had to report how many clients became employed in their monthly reports. The EAS
program also focused more on reports related to client case management. In contrast, the

EAS program required greater program accountability on the individual client level than
did the SCPI programs.

However, two executive directors expressed that the emphasis on reporting
program outputs instead

of client outcomes

in

reflects the fact that,

contracting, goverrrments were more interested

in monitoring how

social service

much work the

voluntary organization had completed rather than how much impact the program had on
clients. The goals of social services are hard to define and their outcomes are not easy to
measure. Except for the two EAS contracts defining measurable outcomes by the number

of employed clients, no contracts studied contained a definition of

measurable client

outcomes. This is a challenging issue related to social services accountability

and

contract monitoring. There is also the question of whether funding and other resources
are in place for measuring client outcomes in social services. One executive director
described this clearly:

'There's no measurement in self-help as to client's outcome, and it takes
additional research dollars to hire people to determine a client's outcome. How
do you lneasure quality of life? Does just self-help have influence? Or does the
referral? How about the role of medication along with self-help? Is it family
impairment? Is it a sense of hope?" (Organization C)
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It

was surprising to discover that half of the Manitoba core funding contracts

(three out of six) required no program output reporting in addition to no client outcome

reporting. Seventy five percent of MFSH core funding service contracts (three out of
four) involved no program output reporting. In comparison with the complex
frequent financial reporting requirements listed

in Table 12, this lack of

and

program

reporting seems to be consistent with the perceptions of all of the executive directors that

that financial accountability was the major accountability concern of govemments
beyond other forms
measurement

of accountability.

However,

it

might also indicate that

of units of service completed is not easy because of definitional

the
and

lneasurement difficulties related to day programs for people with mental disabilities and

residential services of maternity homes. Some other factors might also be involved in the

govemments' lack

of

program output reporting requirements. Further research is

required to determine why some government agencies do not emphasize program output
reporting.

No executive director

expressed that program reporting had imposed

contract management work on him or her or that

it

too much

caused any problems

for

the

organization. Almost all of the executive directors in this study recognized the necessity
and importance of accountability:

"We need to be accountable, absolutely. And I think it's important that there're
standards. That might be a little paper heavy. That's the reality. But it's important
that we have accountability and standards..." (Organization E)
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In addition, many executive directors addressed the inadequacies and limitations

of program and service reporting requirements and the way they were monitored in
service contracting:

"I just don't think with the information they are asking for.....I don't think it's the
true picture of what we do here." (Organízation D)
"sometimes I would like it fthe reporting] to be client-wise with the individual
we're supporting. There is some follow up that way, then they can see the success.
But it's only financiai accountability mostly." (Organization B)

"standards are good, but I think fthat] there has to be accountability in place. There
really isn't. There really isn't." (Organization A)

"I

can speak generally that there's probably not enough accountability."

(Organization G)

Most program reporting did not result

in

feedback from the contracting

government agencies. Both executive directors from mental health self help
organizations questioned whether govemments even reviewed the submitted reports.
One executive director of an organization contracting with the Adult Service Branch

of

MFSH expressed concerns about the capacity of that goverrrment agency to monitor the
accountability of her or his organization. This organization was required to submit only

fìnancial reports, but there had been no feedback or questions from the govemment
agency for more than four years despite the lengthy reports that they had provided
quarterly.

"We put in quarterly financial statements for the last four years. Nobody has ever
looked at them....You know, their system is overworked.....It's a systemic
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thing...It's just kind of overall. And I don't think they can. There's not enough
time. There's not enough energy. There are not enough people. There just isn't."
(Organization B)

Site visits and audits

The frequency and the scope of site visits and audits were also asses as indicators

government focus and effort

in monitoring accountability. They

of

also reflected the

management tasks imposed on the voluntary organization in preparing for the visits and
audits.

In the year,2004, among the eleven contacts with eight organizations, there were
only two formal site visits (18%) to two organizations from government agencies. One

visit made by the SCPI program involved simple financial checking. According to the
executive director involved,

it took no more than ten minutes to review T4 slips and no

follow-up was needed. The other visit was called an Agency Adherence Review (AAR),

which was required by the FVPB according to the Standards Manual

for

Women's

Resource Centres (Child and Family Services Division, Manitoba, 1999). The AARs are

usually to be performed in-depth every third
consisted

of following-up

year. During other

years, this review

outstanding items and monitoring a subset

of items to be

reviewed on an annual basis (e.g. fire ìnspection, registration renewal). The AAR,

as

described by the relevant executive director, was an in-depth full review. According to

this executive director, it was a whole day visit with three key persons from the voluntary
organization, including the executive director, board treasurer and financial administrator.
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The FVPB inspected all

of the documents, policy, and procedures related to

organizational govemance, administration, reporting, facilities, frnances, service delivery,
and clients, according to the procedures set out in the standards manual. The result was
an eight-legal sized page report, which included eleven sections with sixty-one detailed

items to indicate what aspects met approval and to articulate action plans for areas
requiring improvement. A follow-up would be conducted in the next annual AAR and
the implementation of recommendations would be documented. This AAR was a very
comprehensive monitoring procedure. Consequently, it required a lot of effort and staff

time from both the voluntary organization and the government agency. However, the
FVPB is the only government agency in this study, which has this kind of standards
manual

in place to implement this particular type of monitoring. This review was

implemented when

a new

executive director assumed office

in the voluntary

organization. The FVPB intended to ensure that the new executive director administered
the women's resource centre in compliance with the standards. This constituted effective

control over administrative leadership of this voluntary organization.

There were also four audits (36% of contracts) in 2004 that were reported by the
executive directors. Three of them were frnancial audits for federal project contracts: two

were related to the EAS program and the other one was related to the SCPI program.
Hence,

in this study,

75Yo (tïtree

of four) of federal project funding contracts

were

subjected to annual financial audits by the contracting govemment agency. In contrast,
there were no annual financial audits by the Manitoba govemment with regard to any

of

their core funding contracts. However, federal audits likely required fewer resources,
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because

the federal project funding involved more limited program

expenditure

categories (see Table 11) which would be simpler to audit.

The only audit done on an organization that had a contract with the Manitoba
govemment was described as a "forensic audit". It was implemented by the FVPB on the

women's resource centre that provided services related to domestic violence. According
to the executive director, this forensic audit was performed every ten years and the timing

of its implementation was unpredictable. However, it usually happens when there is

a

new director or major change in board membership. In the forensic audit, the
government auditors performed a detailed inspection

of client files in addition to

the

examination done as part of AAR.

In summary, except for the exceptional case of the voluntary organization that had
the contract with the FVPB, all of the site visits and audits reported in this study focused

narrowly on financial accountability. Apparently, except for this contract, no site visits

or audits had been conducted by the Manitoba govemment. This result raises

the

question of the capacity of the Manitoba government to monitor contract performance

and financial accountability. The capacity of the FVPB to implement the ARR and
forensic audit was associated with the development of a standards manual for wornen's
resource centres and the support of human resources in the government to implement this
standards

manual. However, the question of "to what extent does this extensive control

of the organization's operations affect its autonomy" points out the dilemma in service
contracting between accountability and autonomy.
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Contract Amendment

Only three of eleven (27%) contracts were reported to have been amended within
the current contract period. Hence, once the contract was signed, most contracts did not

change. Two of the three contract amendments were initiated by the voluntary
organizations involved and resulted in funding increase of the order of 6.3Yo and l.5o/o for
three-year term contracts related to child and family services from MFSH. Therefore, in

these cases the contract amendment could be seen as the result

of a continuous

negotiation process involved in Manitoba core funding contracts. However, this could
sometimes be a difficult and unpredictable process. One executive director described

how, in the beginning, she or he and her or hìs board members were refused additional
funding when they went to meet with the Minister. Finally, after one year, the notice

of

the funding increase arrived in the mail unexpectedly. The third contract amendment was

initiated by the government to extend the funding period of the SCPI contract for three
months while a contract renewal was being processed. According to the executive
director involved, the WHHI was not able to process the contract renewal in time because
of problematic procedures related to the PFAC.

4.2.5

Contract renewal and termination

The analysis reported in this section is focused on the continuity of the contracts
and the possible impact of contract termination on the voluntary organizations involved.
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The continuitv of contracts

The continuity of contracts was very high for most of the contracts involved in
this study (see Appendix P). All of these contracts had not experienced any terminations'

The only problem

in the continuity of

contracts was encountered

by the

two

organizations, which had the contracts with the SCPI program. The problem was in the
contract renewal process, which took from several months to one year. The organizations
had to somehow sustain themselves during the funding gaps'

Nine contracts (82Yo) were expected to receive renewals, according to the
executive directors. The reasons for this expectation included the past history of contract

continuity, the stability

of the client base, the ongoing

need

for the services,

the

reputation of the organization, the policy priorities of the goverrlment involved, and the
avoidance of negative political ramifications.

It is interesting to note that the only two

contracts, which were not expected to be renewed, were with the federal SCPI program,

which has been described as having a very problematic contracting procedure by both

the executive directors involved. One executive director emphasized that

it

of

was the

choice of her or his organization not to seek a contract renewal, because the SCPI funding
was too unstable and unpredictable to accommodate their planning for service expansion'

The other executive director reported that the SCPI program would only fund her or his

voluntary organization for three years and then expected

it to be self-sustaining.

The

organization had been given an extra fourth year of funding, but was not allowed to apply

for another renewal.
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The possible impact of termination

The possible impact of contract termination or non-renewal on the organizations
was strongly associated with the level of dependence of the voluntary organizations on
the particular contract funding. Five (83%) executive directors of six organizatíon, which
received more than

fifty percent of total revenue from one contract, indicated that their

organízations would probably cease to exist

if the contract

was terminated. With tegatd

to the other five organizations, which received less than half of their revenues from one
goverïrment contract, the termination would not threaten their existence. One executive

director indicated that her or his organization would cut more than half of its staff and
end the contracted service, but that the organization would survive without this core
funding contract. Another organization, which has planned not to seek a renewal of the
current contract, would not see its termination as at all problematic. Actually, in the last

fiscai year (2003-2204), revenue from this contract constituted only 24Yo of its total
operating revenue. In terms of the other three relatively small project funding contracts,

which constituted less than

260/o

of the total revenue of any of the organizations, their

termination would result in the voluntary organization laying

off

some or

all of

the

progfam staff and decreasing or eliminating this service. The impact on the voluntary
organization would be only at the program level. This demonstrates that the dependency

of the voluntary
significance

organizations on contract funding was strongly associated with the

of this

contract funding as

a proportion of the total revenue of

organization.
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In conclusion, the high continuity of the current service contracts reflected the
lack of a competitive market model. The government tended to maintain the contractural

relationship

with certain voluntary organizations, without applying the

competitive

principle--characteristic of the market contracting model. The termination of a service
purchase contract was not the major concems of most of the voluntary organizations in

this study. However, the possible impact of contract termination reported by the
executive directors indicated the level of dependency of the voluntary organizations on
govemment funding.

Summary

The actual practice of POSC between government and voluntary social services
organizations follows the competitive market model to a very limited extent. Only four

federal project funding contracts requested proposals

for

competitive selection.

However, a more complicated procedure than cost competitive bidding existed in these
federal project contracts. Elements of competition seem completely absent in the other

seven contracts Manitoba government contracts. Most
contracts (9

of 11 contracts, 81.8%) were categoized

executive directors.

of the purchase of

as cooperative contracting

A contracting relationship was established because of

and needs of both parties and was often affected by the history
relationship and the imperative

of the government

accountability.
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involved

service

by the

expectations

of their

working

for social seruice

Financial support and control from govemment varied according to the types of the

contract-Manitoba core funding contracts and the federal project funding contracts. The
predictability and continuity of the contract funding arrangements varied according to the
two types of contracts. In general, govemments imposed a high level of cost sharing on
the voluntary social services organizations, 30olo

to

50%o

cost sharing for five contracts

and above 50%o for two contracts. The governments demanded a high level of financial

accountability from the voluntary organization, and gave limited management discretion

for spending to the voluntary organizations.

The experience of the executive directors with service standardization

and

goveÍrment control flowing from contracts was mixed. On one hand, this study revealed

that the levels of service standardization and government control imposed by service
contracting were limited for most of the investigated contracts, in terms of client access

to services, staff qualifications, program and service definition, program administration,
organizational governance, and physical facilities. On the other hand, POSC was seen as

potentially interfering in their operations. The distinguishing case in this study was the
contract for providing counselling services in a women's resources centre. The FVPB
was able to use a service contract as an instrument to require the voluntary organization

to operate in accordance with the standards manual set up by that government

agency.

This imposed strong controls not only on service delivery and program administration,

but also on organizational governance. Social service standardization is essentially
affected by broad policy environments, including the relevant legislation, social policy
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and the ideology and practice of the goverrìment authority in administering the contract
and monitoring compliance.

With regard to contract monitoring, contract reporting varied between the federal
project funding contracts and Manitoba core funding contracts for each type of reporting.

The Manitoba government intended to monitor the operation
organizations on the organization level

of the voluntary

in addition to the particular

program level.

However, federal project contracts involved far more program reporting tn 2003-2004
than Manitoba core funding contracts. There was no reporting on client outcomes in

eitherproject contracts or core funding contracts. Except for the exceptional case of the

voluntary organization that had the contract with the FVPB, all of the site visits and
audits reported in this study focused narrowly on financial accountability. Apparently, no

site visits or audits had been conducted by the Manitoba government except for this
contract with the FVPB. This result raises the question of the capacity of the Manitoba
govemment to monitor contract performance and financial accountability.

The continuity of contracts was very high.

All of the contracts in this study

had

no record of termination in their past. The only problem in the contract renewal process

was related to the contract awarding procedure of the SCPI program. Nine contracts
(82o/o,

N:11) in this study were expected to receive renewal, according to the executive

directors. The possible impacts of contract termination on the organizations were
strongly associated with the dependence of the voluntary organizations on the particular
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contract funding. The high continuity of the current service contracting reflected the lack

of a competitive market model in the current contracting practice.

4.3

The government-voluntary organization contracting relationship in
practice

This section focuses on the second research question "how are the relationships of

voluntary community-based organizations with governments affected by the POSC
according to the perception of the organizations?". There are five major sub-sections to

this analysis. First, the purchase of service contractural relationship as defined by the
government

is

examined based on the analysis

of the eleven contracts.

Second, a

discussion of the evolution of the contract relationship is based on data from Interview

schedule

I.

Third, the power imbalance in the service contracting relationship

was

analyzed. Fourth, the level of a collaborative relationship between the voluntary
organizations and the governments is explored. Finally, executive directors' suggestions

for improvement of the current contract relationship are addressed. The analysis of the
last three sub-sections is based on data from Inten¿iew Schedule II. The executive
directors examined their contracting relationship with different govemments according to

the individual contract. Therefore, the unit

of analysis for this whole section is

individual service purchase contract instead of each voluntary organization.
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4.3.1.

The POSC relationship as defined by governments in the contract

It is interesting to note that

each government agency had developed its standard

formats of purchase of service contract. In the main texts of these standard contracts,
governments defined their contractual relationships with the voluntary organizations with

the identical words. Therefore, the examination of these contract documents is helpful
for understanding the service purchase contractural relationship defìned by governments.
The document review

of all the purchase of

services agreements from the Manitoba

government and of the contribution agreements from the federal government reveals that

governments use

a simplified "purchaser-provider"

market model

to define their

contractural relationship with voluntary social services organizations as follows:

2I(l) "This Agreement is a

contribution agreement only, ...Canada's
responsibilities with respect to the operation of the Project are limited to
providing financial assistance to the Recipient towards the eligible costs of the
Project....nothing in this agreement shall be constructed as creating a partnership,
employment or agency relationship between them." (Contribution agreement of
HRDC,2OO4)

14.5 The parties hereto declare that nothing in this agreement shall be
constructed as creating a legally binding partnership or agency relationship
between them." (Agreement of Manitoba Advance Education and Training,
2004)
does not create the relationship of employee and
employer or of principle and agent between Manitoba and the Agency or any
officer, employee or agent of the agency. (Purchase of service agteement of
MFSH,2OO4)

20(I) This Agreement
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Hence, goveÍìments were using purchase of service agreements to clearly draw

the line on their responsibilities and to differentiate them from those of the voluntary

organizations. The role of govemments in the contractural relationship was defined
exclusively as providing funding for eligible expenditures and monitoring the contract
performance and financial accountability of the voluntary organizations. Govemments

preferred a simplified 'þurchaser-provider" type

of contracting relationship with

the

voluntary organizations instead of a mutual partnership for social service delivery. An
executive director made a critical comment:

"When we talk about the service contracts...that's basically a legal document that
keeps the govemment out of hot water around the issues of liability and to promote
the accountability that the funds have been spent properly." (Organization C)

There was nothing written into the eleven investigated service contracts to define
or build a mutual partnership between the voluntary organizations and governments. For

example, there was no mention

of

shared values,

a

collaborative service model,

participatory problem solving procedures ) or a forum for communication. The only
exception was the contract for the maternity home services, which required that meetings
between the organization and the relevant government branch be held on a regular basis

in order to discuss and resolve issues of mutual concern, to provide a forum for planning,
and to enhance communication.

However, most executive directors perceived that the fact

of their

receiving

funding from government indicated that a partnership existed between their organizations

with govemments. Consequently, they expected a supportive working relationship with
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the governments. The fact that governments provided limited funding without effective
partnership building made most

of

executive directors feel ambivalent toward their

contracting relationships with the govemments. Several executive directors commented
on different occasions that this was a "positive but at times frustrating" experience.

4.3.2

The evolution of the contracting relationship

Even though, govemments used a market approach to defining their contractural

relationship with the voluntary organizalions, the results of this study indicate that some

of the actual working relationship did evolve beyond the "purchaser-provider"
relationship, but only few cases developed a limited level of collaborative partnership.

This will be analyzed further in the next section. The nature of the evolution of the
contracting relationship varied between the different types of contracts-federal project
funding contracts and Manitoba core funding contracts.

The absence of mutual oartnershigin federal project contracting

The federal government did maintain a "purchaser-provider" relationship with the

voluntary organizations through the implementation of the project contracts. On one
hand, the yearly competitive contract renewal process and the unpredictability of the
federal project funding kept long-term partnership building in doubt. On the other hand,

the contracted services were not statutory mandated social services, which the federal
government or provincial government are obligated
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to provide. Hence, the federal

government's dependence on the voluntary organizations was not so essential that it must

build up a mutual partnership

to

ensure that mandated services are provided.

Emplol.rnent assistance services for people with disabilities and emergency and relief
services for the homeless could be terminated by the federal government anytime, for
example, related to budgetary contingencies.

The executive directors whose organizations had federal project contracts
reported that there were good working relationships built up with certain project officers.

However, they also indicated that the project officer had limited power

in

decision

making related to the contracts. Interaction with the project officer was limited to the
administration
structures

in

of the contracts as defined. There were no resources or institutional
place and sufficient time for building partnerships

in

federal project

contracting. It reflected the vendorism type of contractural relationship.

The evolution of partnerships in Manitoba core fundins contractine

In contrast, this study revealed that there was some extent of mutual dependence between
the voluntary organizations and the Manitoba government. This has resulted in some

level of evolution in the contracting relationship, even though the level of mutual
dependence varied according
dependence resulted

to the type of social service involved. This

mutual

from the statutory mandate for services, which included adult day

services for people with mental disabilities, or from goveÍrment policy priorities, which

included the promotion of self help practice in mental health. This mutual dependence
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existed even before the initiation of the POSC for three voluntary organizations, which
had received stable grants from governments to provide statutorily mandated services
before contracting. This partnership had begun to be built before the contracting and
continually evolved after the initiation of service contracting.

The contracting partnership evolved significantly over time, especially when both
sides encountered problems. The problems reported by executive directors included the
mismanagement of one particular voluntary organization, the need to modify the contract

in the renewal

process, the negotiation

for a funding increase, changing to a

new

reporting system, and, finally, establishing new policies and procedures within both the
government and the voluntary organizations related to a new service access and delivery

system. This partnership can also be operative beyond the contracting relationship. Five

of six (66.7%) executive directors from organizations which had core-funding contracts

with the Manitoba goverrìment reported that they had joined some

govemment

committees and have been involved in some policy consultation and development.

All of the executive directors from

organizations with Manitoba government core-

funding contracts reported that they had good or excellent long-term relationships with
the contracting govemment. The positive relationship was often associated with, but not

limited. to, the contracting official or the government contract liaison. The interviews
revealed that the executive directors had formal and informal interaction with different
levels of government officials relevant to their services fields. However, this affirmation

of their positive relationship with government was a general or global assessment. A
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functional contracting partnership goes beyond only a "good relationship" with the
individual contract or government official and involves sharing power through the
involvement of voluntary organization in decision making. In the following sections, the
balance of power and the level of collaborative partnership in the contracting relationship

will be further examined.

4.3.3

The issues of power balance in the service contracting relationship

The balance of the power

Another important issue in the contracting relationship is the balance of power
between contractor and contractee. According to executive directors' reports, significant

power was not in the hands of the voluntary organizations for nine of the eleven (81.8%)
contracts studied. Most executive directors suggested that the governments possessed
most of the power because they held the funding and they decided on contract awards.
This resulted in an extreme power imbalance between the voluntary organizations and the
govemments:

"The balance of the power is very much in their hands, because they have the
money." (Organization B, Contact B-1)

"The government had all the power. If they decide they don't want us, we are out
of here." (Organization D)

"They had all the power. They really do. If we were to say tomorrow we're not
signing your contracts, they can say, "Ok, thank you very much! Good luck". They
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can do that.....They don't ask what we like in the contract, never." (Organization
E)

"It's

the prince and pauper. There's nothing in the middle....The power is all theirs.

All we can do is propose

and pray, and then accept whatever they give us."

(Organization H)

The only two contracts perceived by the executive directors as "equal"

and

involving an "appropriate" balance of power were both MFSH core funding contracts.
One executive director explained that this equal partnership took five years to evolve and

required effort on both sides. In addition, her or his organization had to developed a good
reputation to gain the govemment's trust. This executive director also described how the

funding method had an impact on this balance of power. She or he compared the per
diem funding from this core funding contract with another project contract in her or his
organization and concluded that the pier diem funding had the function of balancing the
power between the government and voluntary organizations. The reason was that the per

diem funding was attached to the individual client and statutory regulations gave clients
the power to choose their own services. Consequently, the powü of the government in

determining funding and the client's access to services was limited. It is interesting to
note that, from the perspective of the voluntary organization, power given to clients has
contributed to the equalization of the power imbalance between the govemment and the

voluntary organization. Another executive director reported that the balance of power
between her

or his organization and the goveÍrment was appropriate,

govemment not only gave the organization the autonomy

to define

because the

services, client

eligibly and service access during the contract development process, but also allowed the
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organization

to negotiate about the definitions involved in the contractural funding

formula for the contract.
Neeotiation

The scope and the range of negotiations are another indicator of the power
balance in the contracting relationship. There was reported to be no negotiation involved

in all four of the federal project contracts. All of the executive directors reported that
they were informed by the project officer ahead of time about the available level of
funding and they then inserted that amount of funding into the proposal. No negotiation;
consequently, no balance of power.

In contrast, most of the executive directors that had core-funding contracts with
the Manitoba government reported that there were some negotiations, but only to quite a

limited degree. Most of these negotiations were ongoing and concerned the amount and
form of funding, including the funding formula, the number of staft and the increase of
service expenditures because of the rising cost of

living.

Certainly, the two executive

directors who reported an appropriate or equal balance of power in their relationship with

govemments regarding

two particular contracts described many different levels of

negotiation. The executive director of day program services for people with mental
disabilities indicated that the negotiations included the length of the contract term, the
issue of liability insurance, the definition of program and service outcomes, the funding

formula and the format of financial reporting. This process took several months. The
other executive director of the matemity home service reported that

-
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it took almost

one

year to achieve the agreement. In addition, the negotiations
and working relationship

continued

for

some problem solving even after the contracts were signed.
The

negotiations included the issues of service definition, client
eligibility, access to services,

funding categories and formula, percentage of residential occupancy,
and items and
procedures of financial reporting.

4.3.4

Thecollaborativepartnership

The executive directors were asked to assess the level of collaborative
partnership

involved in their contracting relationship with government
through three dimensions:

first, the presence of shared values, expectations and desired outcomes;
second, the time
committed to building trust and promoting participatory problem
solving; third, the
adequacy of financial and human resources to implement
the collaborative relationship.

Most of the executive directors perceived that their organizations
shared values,
expectations and desired outcomes

with govemments in general. However,

two

executive directors from organizations providing adult day
services and one executive

director from an organization providing women's resource centre
services emphasized

that even though they did have goals
expectations

of their

in

common with goveffrments, the values or

organizations went further than those

of governments, and

they

wanted to provide more and better service for the clients
and the community. The other

-182-

executive director from the organization with a strong religious orientation expressed that

her or his organization did not espouse the same values as the government; but they did
share the same expectations and desired the same outcomes

for the contracted program.

This is because expectations and outcomes were defined by the proposal, which was
submitted by the organization.

In comparison with the federal project contracts,

a higher percentage

(83% versus

75%) of Manitoba core funding contracts were reported to involve the same values,
expectations, and desired outcomes as the government (see Table

16). The

executive

director from the mental health self help group emphasized that the common values,
expectations and desired outcomes did not come directly from the service contract, but

from the partnership between Manitoba Health and the self-help organizations in
developing the mental health self help policy. This self help policy guided the values,
expectations and outcomes in the service contract.
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Table 16: The assessment of the collaborative
Shared values
expectations
and outcomes

Federal project

A-l

funding

B-l

Yes
Yes

partnership
Time for

The

building trust

adequacy

and participatory
problem solving

financial and

Yes

No
No

No

No

No

Very little,

contracts

N:l0)

because

Collaborati

of

ve
Partnership

human
resources

No

ofthe

limited power of
the contracting

G-l

No for values/
Yes for
expectation
and outcomes

government
staff.
It depended on
the nature of the
problems and the
stage

of

contracting
process.
H-1

Yes

Total

Yes:

No:

75%o

0%

Other:
Manitoba
core-funding

A-2

contracts

c-1

B-2

25%o

Unsure
Yes
Yes

No

No

Yes:25%o
No: 25%
Other: 50%

Yes:

No
Yes
Yes, but only to

No:

No
0olo

100%

Yes:0o%

No: 100%

No
No

No

No

No

Yes

a fair degree.

D-l
E-1

F-l

Yes

Yes for pasl No

No

No

Yes
Yes

for now
No
Yes for past/ No
for now

No
No for past,

No

Yes for the
recent
increase of

but
minimal

Yes,

fundins.
Total

Yes: 83.3%

Yes:

No: 16.7%

No: 33.3%

No:

Other: 33.3o/o

Other: 16.l%o

33.3%o

(It depended on
the stage

of

contracting
process and the
nature of the

oroblem)
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Yes:

0olo

83.3%

Yes:
33.3%
No: 66.7%

The time committed to buildins trust and promoting participatorv problem solvins

Many executive directors (50% from the federal project contracts, 33.3% from the
Manitoba core-funding contracts, and 45o/o
question, because the time required

in total) gave a hesitant answer to this

for building trust and promoting

participatory

problem solving seemed to vary according to the stage of the contracting process, the
occuffence and nature of any problems experienced, the style of the contract officer (or
sometimes called project officer or liaison by the directors) involved, and the power

of

the contracting government agency within the govemment bureaucracy to decide the
allocation of funding.

"Certainly, in the first few years fof service contracting], everyone was leaming this
new \ /ay of doing things. So our liaison with the government met with us a lot or
had questions on the end of the phone. Certainly their accounting department met
with us in person as well as phone calls. We wrote policy together. We agreed on
the procedure through the child and family services system. They wee extremely
helpful, but we don't have to do that now, because everything is set." (Organization
F)

" I think it [the collaborative partnership] goes up and down. Certainly, recently I
haven't spent much time with my new liaison. In fact, I forgot his name. I only
met with him once. The person before him was very good-phoning and seeing
how things were doing. You know, the time has been committed in the past."
(Organization F)

"I don't feel that I have the degree of relationship with fthe current project officer].
The people fthe former project officer] who saved us and helped us through that
little bad period of time are no longer there. The people there, in their place now,
are bureaucrats. I don't have the relationship with them like I had with the other
two that were there before, probably because I don't need them and things are going
good. So there is not a lot of interaction with us, because we don't hear from them
really........These new people have never been to this offrce. They never see what
we do, whereas the other ones would come down." (Organization D)

-
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In terms of federal project funding contracts, most executive directors

expressed

that they did build trust and a good working relationship with the relevant contract
officer, but that the parameters dictated by the model of project contracting limited the
scope

of dialogue between the voluntary organization and the government. The contract

officer had limited power in problem solving, and the provincial govemment had limited
power in determining the amount of contract funding,

if the funding was from the federal

government. There was little room for negotiation.

"I say it fthe federal project funding contract] is less collaborative, because it's
more about "here is what we like and here is what you get". That's very little
dialogue. That's how it's set up. It's not because the people involved aren't
approachable or you can't ask. It's just that there is a certain amount of grant
money from the federal goveÍIment fthe EAS program from MAET] and somebody
has to decide who gets it. You and I both know [that], for the part of Family
Services [another Manitoba contracted program for adult day services from MFSH],
there's money somewhere when the crisis kicks in, even though they also said it's a
certain amount of money, whereas under the Education and Training IMAET] that
doesn't seem to be the case. It's actually a grant amount from the federal
govefitment given to the province. So it's less collaborative. There's less
negotiation." (Or ganization B)

No more than one third of contracts in both categories were affirmed to have been
negotiated

in a way that there was time for building trust and participatory problem

solving. Some executive directors described that the initiatives for relationship building
all came from the voluntary organizations:

"For our own pre-employment program, we have to make sure that we take
initiative for lots of stuff. . .We need to phone the person and set up the meeting. We
really take initiative for all of that." (Organization A)
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"It's not collaborative. They're not coming to us and sitting down like the United
Way." (Organization E)

" lwith regard to] the commitment

to building trust and promoting...they don't
participate at all. The problem solving is ours. We do it all. If we are talking the
building trust between the government and us, we proved it every yeat...we proved
it every year with our monthly reports...There's no collaboration in that area."
(Organization H)

"We proved it" in the last quotation means that this organization proved their own
effort in building trust with government by their contract reporting compliance. Most of
the participants expressed that they would like to have more "intentional commitments"

from governments for relationship building and problem solving. These intentional
commitments could include developing communication for a listening to the feedback

and suggestions from the voluntary organizations, and providing resources for
relationship building and problems solving.

The adequac]¡ of financial and human resources to support collaborative partnerships

Except for one organization that just received an unexpected funding increase for

which they had applied one year earlier, all of the other organizatrons reported strongly
that adequate financial and human resources to build collaborative partnerships were not

available. One executive director emphasized that the adequacy of financial and human
resources should be the requisite essence of collaborative partnerships, but unfortunately
there were not enough resources made available through the contract. Another executive

director also pointed out that the most difficult issue
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in

developing a collaborative

partnership was the lack of resources and financial support. Two executive directors

from the mental health self-help organizations stated that the funding and resources
provided by govemment were just "tokenisl¡"-¿ token to prove that Manitoba Health
supported self help practice in mental health. Another case was a small project contract

with the Selkirk Mental Health Centre. The executive director described that there was
"no move" for the contracting relationship in the past ten years. This means that this
contract had remained the same without any change in the amount of funding for the past
ten years. However, one executive director expressed that her or his organization did not

intend

to build a

collaborative partnership

fundamental difference

in

with the

goverrrment because

of

the

values between the organization and government. This

executive director explained the reason as follows:

"I don't think that we have shared the same values. We came from a Christian
perspective that motivated everything we do. Those are not necessarily lthe values
of the govemment]...Let me say it this way. I'm not sure that the government
thinks about values-the values that drive them. So I don't think we collaborate on
values. They just don't have any." (Organization G)

Consequently, she or he did not expect financial support from the government for
such relationship

building. This executive director was concemed about the dependence

that resulted from government funding:

"I think anything involving a long-term contract, I

would probably be hesitant
about, because it would not give us the flexibility to make the changes as we
thought it needs to be made....So, I just don't think it's healthy for an agency to
make the decisions based on where is the money coming from and how much
money they are given." (Organization G)
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In

conclusion, after the assessment

of the three dimensions, most executive

directors indicated that their contracting relationship with government was not

a

collaborative partnership, except for two contracts. Even though the govemment and the

voluntary organizations might have common goals, values and expectations, the time
available from governments for building trust and participatory problem solving was

limited. The executive

directors insisted that they had "no

negotiation or only limited negotiation,

important elements

say''-

as there was no

in contracting with governments. The most

for building collaborative partnerships-financial and human

resources were also lacking.

In terms of the two organizations whose executive directors reported a certain level
of collaborative partnership with govemments, the collaborative partnership seemed to be
associated

with the power balance and the high level of negotiation in their interaction

with govemments, which have been discussed in the section above. These two
organizations reported a more equitable balance of power that involved a different level
and range of negotiations

with govemments. These negotiation were not limited only to

deciding the amount of funding but also included issues related to definition of service
program and outcomes, client eligibility, procedures of access to services, the formula
relating to funding categories, service volumes, and financial reporting items and format.
However, only one executive director affirmed that their contracting relationship with the

Adult Services Branch of the MFSH was "a really collaborative partnership", whereas the
other executive director of the maternity home indicated that the level of collaborative
relationship between her or his organization with goverTunent changed over time, and
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described the current relationship as "sort

of very minimal level of

collaborative

partnership" because of the recently limited interaction.

It is important to note that these two

organizations are the two largest voluntary

social service organizations in this study. They each had more than one million dollars

of

total annual operating revenue 1n 2003-2004 and their employees numbered more than

25.

Larger voluntary social service organizations have been found not only to receive

more funding and resources from non-government sources, but also to have developed
more administrative capacity to comply with govemment requirements than the smaller

voluntary organizations did (Rekart, 1997; Alexander et a1.,1999). In addition, these two
organizations also had longer history of working with the government and had a larger

client base. Governments relied on these large organizations to provide services that
goverrìments were unable to provide. Therefore, the large voluntary social services
organizations had more power and opportunities

to negotiate with govemments

and

develop a collaborative partnership with them. "Is a collaborative partnership associated

with the size of the voluntary organization?" could be

4.3.s

a question

for further research.

Suggestions from the voluntary organizations
contracting relationship

for improving

the

Three major themes emerged from the analysis of the suggestions made by the
executive directors about improving the contracting relationship. One major theme was
"contracting procedure improvement", which was articulated in reference to the project

contracts. The other major theme was "improvement of communication", which was
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concemed with the core funding contracts. In addition, "provision of resources" was also
a major theme

for improving the contracting relationship in reference to both the project

contracts and the core-funding contracts.

The executive directors managing project funding contracts suggested the
extension of contract terms to three years and changes in the problematic contract award

system used by the SCPI program. Both executive directors with contracts from the

SCPI program strongly suggested that the community advisory committee-PFAC
should not be involved

in deciding the allocation of contract funding. They also

proposed financial increases

at the program level-increased staff salaries and

reasonable administration fee

for managing the contracts. Their suggestions were

a

focused; but also limited to improving the conditions of managing a contracted program.

In contrast, the suggestions about the core funding contracts were concemed with
relationship building between the voluntary organizations and govefirment, and, also, the

voluntary organizations as a whole, as opposed to focusing only on particular programs.
In relation to five of six core-funding contracts (83.3%), the executive directors expressed

their strong expectation of improvement of communication between the voluntary
organizations and the govemment. They proposed meetings with high-level govemment

officials and voluntary organizations' participation in policy making. They suggested
more effective communication between both sides, including feedback from government
about the quality of service delivery and reporting, face-to-face conversations on problem

solving, and increased site

visits. In addition, the
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executive directors also expected

goveffrment consultation with the voluntary organizations about the development
understandings

of contract performance on a qualitative level and

changes

in

of

service

contracts when these contracts were renewed. With regard to the provision of resources,

the executive directors indicated that they needed not only adequate funding with
flexibility for discretionary allocation, but also resources for building the capacities of the
voluntary organizations. Notably, the voluntary organizations were seeking "mutual and

"meaningful" collaborative partnerships with goverrrments beyond the contracts to
enhance their capacity to provide services to their clients and communities.

4.4 The impact of purchase of service contracting on the voluntary
organizations

The following analysis aims to answer the research question, "how does POSC
affect voluntary, community-based, social services organizations in terms of mission,
organization structure, human resources, planning, and service programs?" The unit

of

analysis is the individual voluntary organization. The data are based on the results

of

Interview schedule II.

The four sections of this analysis include

goal

deflection/distortion, autonomy, accountability, and devoluntarization. The discussion of
positive effects of POSC on the voluntary social services organization is included in each
of these four sessions.
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4.4.1

Goaldeflection/distortion

The consistencJ¿ of service contracts with orqanizational missions

All of the executive

directors reported that their contracts with govemments

matched with the original mission of the voluntary organizations very

well. Actually,

there were five voluntary organizations (62.5%) in this study, which were offered service

contract funding by govemments, either because they had received grant funding in the

past for the same services, or because their distinguishing selÊhelp organizational
characteristics were congruent with the services which the government intended to

provide. Therefore, the organizations did not have to change their services in a marìner
contradictory

to their missions in order to fit the funding criteria

contained

in

the

competitive contracts. Another executive director explained that her or his organization
applied for a specific project contract, because her or his organization had already been

doing what would be eligible for contracting funding. Only one executive director
indicated that the contract indeed "helps to define the mission of the organization". This
executive director seemed to imply that the mission of her or his organizations was broad

and had sufficient flexibility to match with the goals

of the contracted

government

programs and services.

Change in mission statements resultinq from service contracting

Among eight voluntary organizations, three executives directors reported no
changes in their mission statements in the past. Four executive directors reported that
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their mission statements have changed, not because of the POSC, but because of changes

in

organizational direction or the changing philosophy within the service field toward

client empowerment. Finally, only two executive directors of mental health self help
organizations have reported that their organizations had changed their mission statements
because of the POSC. However, one of these two executive directors explained that this

change actually resulted from the Mental Health Self Help Policy (Mental Health Self

Help Policy Review Committee, Manitoba Health, 2002) developed by Manitoba Health

with the participation of the mental health self help voluntary organizations. Manitoba
Health requested that these two self-help organizations modifli their mission statements
to reflect the service paradigm defined in the government policy paper, without requiring

any altemation of the services they provided. In other words, without this policy
development from goverrìment, the POSC alone probably would not have had any impact
on the mission statements of these two organizations.

Changes in services and programs related to service contractinq

In terms of identifying service and program

changes that followed

from servlce

contracting, the answers varied across organizations. There were three executive
directors (37.5%) who reported that their organizations' services or programs had not
changed because

of the POSC. The four organizations (50%), which had no or very

limited govemment funding before service contracting, affirmed that the funding from
POSC had given them the capacity to expand their services and programs. Even though

this benefit flowed from the initiation of funding, one executive director from these four
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oîganizations also indicated that the contract funding was unstable and eve problematic.

This executive director described how an essential program delivered by her or his
years
organization, a transition house for youth, was established and closed within two
because

of an unexpected termination of contract funding from the government

agency.

There were only two executive directors (25%) including the one mentioned above, who
reported problematic changes in services and progtams because of the POSC. The other
executive director explained that her or his organization had to limit its services because

of restrictive funding from the PSOC. This executive director described how her or his
organization had to double the number of women in each counselling group in order to

include more clients

in a limited

number

of counselling

sessions, and that this might

affect the outcome of group counselling. She or he also emphasized fhat "a lot of women

fall through the cracks", because of the "stringent" eligibitity criteria for women's shelter.
On one hand, these two organizations encountered problematic changes in services and
programs because

of

service contracting. On the other hand, both

of the executive

directors also affirm that the service contracting benefited their organizations because

of

the funding transmitted. This was the source of the ambivalent attitude of the voluntary
organizations toward the POSC.

All of the voluntary social

services organizations in this study indicated that their

missions, services and programs had changed in the past; but not necessarily because

-
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of

pOSC. The executive directors

acknowledged other factors contributing

to

these

and
changes. First, two executive directors emphasized that the changes in philosophy

paradigm within their service fields were the major causes
organizational missions

or

of

modification of

services and programs. The philosophy

in the mental

disability services field moved to more greatly emphasize advocacy of the rights of
people with mental disabilities (crichton

&

Jongbloed, 1998). The paradigm

in

the

(Grichton &
mental health area shifted to consumet empoweÍnent and recovery models
guide
Jongbloed, 1993). Relevant legislation and public policy had been developed to
these changes in these two services fields. Consequently,

it was

changes

in philosophy,

paradigm, legislation, and policy that had the impact on the voluntary social services
organizations studied. From the perspective

of the executive directors, the

service

not
purchase contract was only a \egal document to reflect these changes. POSC was
both
necessarily a mechanism that government used to insure these changes' Moreover,
and
executive directors also suggested that the kind of impact caused by the philosophy

paradigm changes was affected both by the govefftment's capacity to institutionalize
which were
these changes and by the ideology and culture of the voluntary otganizations,
essentially influenced by the leadership of the executive directors.

of the
Second, half of the executive directors indicated that changes in the needs
to the
organizations' clients and the communities they served resulted in the changes
programs and services:

"The other thing is the individuals coming to us and they ask to do certain
things....The whole senior thing was very much a client focus, client driven
program." (Organization B)
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"It's a community factor that's

contributed to our programming......When they
talked about the domestic violence, I would rather they speak about violence in
women's lives and addressing the underlying issues-violence, poverty, and
isolation." (Or ganization E)

"Community needs. The needs of the women who come here have changed. The
women who are coming here now are very high needs themselves.....so our
programming has changed in response to their needs, not because of the
goverrìment contract." (Organization F)

"Our services and our program growth, in a word, is based on of what the kids
need....So whatever the trend on the street is, we try to find a program or services,
or offer something to help with that problem or that trend. So we evolve."
(Organization H)

Finally, other partnerships and revenues sources were also pointed out by two
executive directors as the factors contributing to service and program changes. One
executive director explained that her or his organization's programs were affected by

industrial contracts, which were the major source

of their

earned income, and the

economy, which influenced their partnerships with other companies that provided paid
employment opportunities for their clients. The other executive director indicated that
the services of her or his organization were affected by partnerships with other funding
sources and by media and agencies that raised the organization's public profile and donor

base. These types of

partnerships

not only provided funding for this voluntary

organization to deliver and expand its service, but also established a positive organization

image and enhanced its credibility in the community. Therefore, this organization was
able

to

attract more donors and community resources. Consequently, their programs

were able to evolve and their services expanded.
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Conclusions and positive effects

In conclusion, the results of this study indicate that POSC has not resulted in goal
deflection or distortion from the perspective

of the executive directors. The goals

articulated in govemment contracts were, for the most part, consistent with the missions

of the contracting voluntary organizations. The contract funding was recognized by most
organizations as beneficial for expanding their services. Only two organizations reported

problematic service changes as a result of the POSC. This study also demonstrates that

other important factors, in the policy, economic, and community environments of the

voluntary organizatrons, had important impacts on changes in their missions, services,
and progtams. However, several executive directors emphasized the discretion and

initiative of the voluntary organizations themselves in identifying needs and making
desirable changes. These organizations were autonomous

in making decisions

and

responding to the needs of the clients and the communities.

4.4.2

Organizational Autonomy

Organizational autonomy is a complex issue and involves different dimensions and
scopes. It can refer to a measure of discretion in organizational decision making related

to service delivery, client eligibility, staff hiring, financial allocation, and organizational
planning (Kramer, 1994). Kramer (1994) pointed out that "autonomy is a matter of
degree;

it is relative and conditional,

a means,

not an end" (p. 50). Therefore, the impact
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to verify the
of the pOSC on organizational autonomy cannot be easily defined. In order

this part
actual impact of service contracting on the voluntary otganizations' autonomy,
many
of the analysis is based on the perceptions of the executive directors, and considers
elements related

to

organizational autonomy, including organizational identity' advocacy

activity, decision making, and relationships with communities and other organizations'

that the
Most of the executive directors (six of eight organizations,T5o/o) affirmed

POSC with
autonomy of their organizations had not been affected or impaired by the

governments.

It should be noted that three of these six organizations

experienced

according
government funding changing from gtants to service contracting' Apparently,

to the evidence drawn from these three organizations, purchase of service contract
than did the
funding did not have more negative impacts on the voluntary organizations
organization
preceding grant funding. One executive director even argued that her or his

funding defined
experienced more independence and autonomy in their "block" contract
was
by services volume than they had in the previous "per diem" grant funding, which

previous grant
unstable funding because of the uncertainty of client numbers and this
funding also had the requirement of lengthy invoice reporting.

had
With regard to those two organizations that claimed that the service contracting

of the
impacts on their autonomy, one executive director pointed out that the impact
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service contracting on her

or his

organization

resulted from

its

dependency on

government contract funding:

"The unforfunate part is that such a large portion of our budget is dependent on
govenìment's contract...So well, they don't direct us on how we have to service our
youth. What happened is we have to hop and dance at the end of every
contract...They don't ask us to change, but they do sort of hold us over a barrel,
because if we can't get what we need from them, then, we are forced to change."
(Organization H)

Though the dependence on contract funding might have the potential to affect the
autonomy of voluntary organizations,

it

should be clarified whether the impact resulted

from simply receiving govemment funding instead of the actual restrictions related to the
practice

of

services contracting. For example, the termination

of

government grant

funding could also have an impact on the organizations' autonomy. The executive
directors might not able to discern the difference,

if

they have not had grant funding

previous to contracting for the same services. This could be a limitation of this study,
even though this study did have three cases of grant funding followed by contract funding

in which this limitation was not operative.

The other executive director, whose organization provided counselling

and

resources centre services for women with domestic violence issues, strongly expressed
the view that the service contracting had a significant impact on her organization, because

"autonomy needs financial support". She or he argued that the government did not trust

voluntary organizations and that the restrictive control on expenditures involved in the
contracts endangered the autonomy of her or his organization. This organization has
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been

a

distinguishing case

in this study. Its

contract funding from government

constituted only 42o/o of its total annual operating revenue. This percentage of revenue

flowing from govemment was the smallest one

in this study.

Consequently, this

organization had less financial dependency on goverrìments than the other organizations.

However, the executive director of this organization reported that its contract with the
government had restrictive requirements related to client eligibility, program outputs, and

financial control. The FVPB was the only govemment agency,

in this study, that

required that organizational service procedure, policies and operations comply with its

written standards manual.

It was also the only government

agency that effectively

implemented contract monitoring, including both regular and comprehensive site review

visits and audits beyond the scope of finances. This executive director had reported

a

power imbalance and lack of collaboration in the organization's contracting relationship

with the government. She or he also indicated that the autonomy of her or

his

organization was affected by service contracting. This distinguishing case reveals that

the level of the dependence on contract funding is not the only decisive factor affecting
the autonomy of voluntary organizations. The existence of relevant government policy

and its articulation

in

manuals,

in

addition to the contracting govemment agencies'

implementation capacity, can also be decisive factors.

Change in the communig¡ identitv of voluntarlv organizations

All of the executive

directors expressed the view that the identity

of

their

organizations as autonomous voluntary social service organizations in the community did

not change because of POSC. One executive director explained:
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"I

it

affects us at all......We are still an autonomous non-profit
organization....We are not doing Manitoba's job. Vy'e are not employees of
Manitoba Health." (Or ganization C)

don't think

However, four executive directors (50%) perceived that receiving funding from the

govemment was recognized

by the community as involving a partnership of

their

organizations with the relevant government. Consequently, this had a positive impact on

the images of their organizations. The organizations were identified as "credible",
"stable" or "established" organizations. The funding also gave them the ability to
provide services and to reach out to the community.

"I think we become more credible with the government's supporting us. It looks
like we are a credible organizaion. Before lservice contracting] we were just

volunteers. People might have questions whether we were just a group of radical
people." (Or ganization D)

"The fact that the govemment was a partner with us-it helps us get credibility for
other funding we're looking for." (Organization G)

Hence, the organizations' profiles

in the community were raised and

expanded.

The contract funding benefited the voluntary organizations by enhancing access to
community resources. Notably, one executive director clarified that this impact was
caused by "receiving

funding" instead of by " service contracting".

"Most people don't know that we have a service contract. What they would know
is that we get some funding from Manitoba Health. So it lservice contract] doesn't
change our image in the community, our identity." (OrganizationC)
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It was the source of funding that affected the image of the voluntary organization in
the community instead of the form of funding no matter

if it was grant funding

or

contract funding.

Impacts on organizational advocac)¡

Except for one organization, most executive directors reported that advocacy was

the major role or the priority of their organizations before the initiation of service
contracting. Among these eight organizations, six executive directors (75%) reported
that service contracting did not interfere with their organizations' ability to advocate for

their clients and communities. One executive director was hesitant about the answer--"It
probably has interfered", because her or his organization had to chose a style ofadvocacy

with an eye to maintaining a good working relationship with the government. For
example,

this organization would not do advocacy through public protest

or

demonstration. The remaining executive director claimed that her or his organization
was not funded at a high enough level to do any advocacy, even though before service
contracting, it was "community level of women that did advocacy on the greater sense".
This means that the advocacy was not limited to domestic violence but also to the general
needs of women in poverty.

Even though most executive directors claimed that POSC with governments did not

interfere with their ability to perform advocacy, five of them (625%) indicated that the
scope, range and style

of their organizations' advocacy changed after the initiation of
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service purchase contracting. On one hand, three of them indicated that the ability

of

their organizations to perform advocacy had been enhanced because the funding enabled
them to build up networks with other organizations, to join govemment committees and

to secure staff to do advocacy. Hence, their advocacy had been "rising" and become
"more systematic". On the other hand, two executive directors emphasized that the
goverrlment did not fund their voluntary organizations to conduct advocacy as stated in

the written service contracts, even though the government encouraged them to do it
because

of the development of the empowerment model in services for mental health

consumers and marginalized

women. Their organizations had to seek other funding

sources to support their advocacy

work. Otherwise, their advocacy was limited:

"It (the advocacy) was a primary role before service contracting. It's no longer a
primary role, because we are not funded by Manitoba Mental Health to do
advocacy.....We can do advocacy but with other funds, so that's why we raise other
funds....The advocacy that we do, government is not against it, but we do advocacy
based on our other fund raising." (Organization C)

"So they (the government) don't support the advocacy. They say they do but they
don't....We're not funded enough to do advocacy. We have 3.6 counsellors.
That's it. Who else can do advocacy? No one.....We just don't have the capacity."
(Organrzation E)

In addition, three executive directors (37.5%) reported that service contracting had
not hindered or enhanced their advocacy activity. One executive director indicated that
her or his organization was not an advocacy organization and POSC had no impact on

this. Another executive director explained that the funding was not

attached to her or his

organization but was attached to the clients. The power of govemment to control funding

through service contracting was limited by this, and therefore contract funding did not
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affect her or his organization's ability to do advocacy for their clients. Finally, the
remaining executive director clarified that the goveÍrment, which contracted with her or

his organizations, and the governmenq to which her or his organization advocated for
their clients, were two different orders of government. Their advocacy would therefore

not have any impact on their relationship with the contracting government

agency.

Consequently, neither did services contracting affect their advocacy.

In summary, the impact of services contracting on advocacy was varied. Only one
executive director strongly emphasized that contract funding had interfered with the
advocacy ability of her or his organization. Three executive directors affirmed that the

funding and working relationship with the govemment related to service contracting
enhanced their organizations' capacity to do advocacy. The other three organizations
reported that service contracting has no impact on their advocacy activities.

Impact on orsanizational decision makinq

The executive directors were asked about the impact of POSC on the decision
making of their organizations in terms of service delivery, client eligibility, staff hiring,
financial resource allocation, and planning.

Service

delivery

Six executive directors (75%) reported that there were no

concems about the autonomy or their organizations in service delivery as long as the
contract funding continued. For these six organizations, the impact of POSC on their
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decision making about service delivery did not go beyond delivering the contracted
services and programs, which the organizations participated in defining. There were no
disagreements between

the organizations and the contracting governments about this.

However, the executive director whose organizafion provided women's resource centre
services stated that,

"It (the service contracting)

restricted service delivery. It's under

funded and restrictive." The other executive director, whose organization

had

experienced termination of a youth transition housing program because of the operation

of POSC, also emphasized that, "It's dependent on the money they give to us

as to how

and what we can do."

Client elígibility

Five executive directors (62.5%) reported that POSC had

not affected the decision making of their organizations about client eligtbly. Two
executive directors (25%) mentioned that they had been successful

in

negotiating

expansions of the client eligibility criteria with the govemments involved, so there was

no longer any concern about them. Only the executive director of the women's resource

centre indicated that the service purchase contract

with government restricted

her

organization to only providing services for domestic violence. However, the capacity

of

her organization to access other funding and develop other programs made them able to

provide se¡ices to other women in poverty, instead of only to women affected by
domestic violence.

Staff

hiríng No staff qualifications

were clearly defined or required

in the eleven

service contracts investigated in this study. However, all executive directors expressed
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the view that the level of funding from service contracting had indirectly affected their
organizations' ability and their decision making in either hiring or retaining adequate and
qualified staff:

"We pay people poverty wages. When we look into the poverty line or what is the
acceptable living standard of Winnipeg, wo pay our staff under those, because that's
all we're funded.....It affects who we can hire, because of what we can afford....We
have the same criteria, the same type of people fthat] we need to hire. However we
can't pay them what even the goverrìment negotiates to pay their child and family
service workers. So we go through high staff turn-over here." (Oryanization E)

"It does affect whether I

can hire more staff that have the ability
functions or specialized positions." (Organization H)

Financiql resource allocation

in

specialized

Six executive directors (75%) affirmed that POSC

had affected their decision making regarding financial resource allocation, because they

had

to

spend the contract revenue according

to the stipulations of the

contracts.

However, most of them expressed the view that this did not cause any major concerns.

Only the executive director of the women's resource centre emphasized that this impact
was very problematic for her organization, because they were very restricted to the
expenditures allowed by budget lines. Two executive directors indicated that the POSC

did not have any impact on their financial resource allocation, because they did not
receive enough revenue from contracting in comparison with their entire budgets for this

to occur.

Planning

According to the responses of the executive directors, the impact

of POSC on the planning of the voluntary organizations studied was associated with the
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continuity and predictability of the service contract funding. Three (75yo, three out of

four) executive directors, whose organizations were involved

in

one year term

competitive project contracts, indicated that service contracting had an impact on the

planning

of their

organizations, because they could not plan ahead. The executive

director whose organization relied on this one-year term project funding as more than
half of total revenues, reported that the impact was huge. The expansion of services and
staff increases were entirely dependent on service contracting. In contrast, four executive

directors (66.70/0, four out of six), whose organizatrons had core funding contracts with
the Manitoba government, emphasized that the stable core funding from the contract gave

them the ability to plan for the future and also guided the direction and focus of the
planning, either because the terms

of contracts were long (three-year term for

three

contracts and four-year term for one contract), or because the contracts were expected to
be renewed continually in the future. Consequently, the expected contract revenues and

the services required by contracts had an impact on the planning of the voluntary
organizations regarding what they can do and how much they can do

it in the future.

However, the executive director of the women's centre indicated that the POSC from the
government required her or his organization to do strategic planning without providing

funding for this and the goverrment had control over their budgets and services. The
autonomy

of her organization in seruice planning was significantly affected by their

contract with the government.

In

conclusion, most executive directors perceived that the autonomy

of

their

organizations in decision making related to service delivery and client eligibility was not
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affected by service contracting. However, the level of funding from service contracting

did have impacts on their organizations' ability and decision making in relation to hiring
and retaining

staff. The expenditures of most voluntary organizations were also affected

by the service contracts except for two organizations that claimed to have other more

of

service contracting on planning was

associated with the continuity and predictability

of service contract funding. Notably,

significant funding sources. The impact

compared to the core funding contracts with three-year terms in most cases, the one year

competitive project contracts resulted

in more negative

impacts on the voluntary

organizations involved. However, the executive director of the women's resource centre

indicated that the restrictions and control involved

in service

contracting resulted in

problematic impacts on the autonomy of her organization in affecting decision making

with regard to service delivery, client eligibility, staff hiring, financial resource
allocation, and planning.

Impact on the orqanization's relationships with the community and other orqanizations

Relatíonship with the

community Half of the executive

directors reported that their

relationships with the community had not been affected by their service contracting with
governments. Most people in the community would not know that the organizations had
govemment service contracts. The other half of the executive directors emphasized that

the contracting relationships with govemments actually strengthened their relationship

with the community, either because their organizations had received stable core funding
to provide continuous selices to the community, or because their organizations became
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more "known" and "credible" in the community and had more staff that could reach out
to more people in needs.

Relatíonship with other organizations

Three

of the executive

directors (37.5%)

affirmed that the service contracting with goveÍrment had strengthened their
relationships with other organizations. The funding gave them a core base from which to
start relationship building. The funding also allowed them to grow and to be recognized
as an "established" organization. The contracting relationship

with the goveÍrment also

opened up access to different government meetings, connections

with other professional

services, and meetings with the other voluntary organizations. The other three executive
directors (37 5%) reported that the impact of the contract on their relationships with other

organizations was

minimal. Contract funding just "kept them in business" and the

influence of the contract was only on increasing their capacity to provide stable services.

In terms of the four competitive project contracts that were studied, two executive
directors indicated that their organizations did not find that the service contracting
process had pushed them into competition with other organizations, and, consequently,

affected their relationships. However, one executive director did emphasize that there
was competition in what each organization had received from government contracting,
and implied that her organization was not treated

fairly.

However, there is no direct

evidence that this competition affected the relationship of her or his organization with
other organizations.
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Beneficial or problematic

The executive directors were asked if the changes, which were caused by service
contracting, with regard

to

organizational autonomy, advocacy activity, organizational

identity, decision making, and relationships with community and other organizations,
were problematic or beneficial to their organizations. Only the executive director of the

women's resource centre claimed that they had been problematic, because her or his
organization had been very restricted in many ways and the government had dictated how

it

provided services. The other seven executive directors reported that the changes

described above were not problematic for their organizations. Obviously, this study has

revealed that most executive directors did not perceive that the autonomy

of

their

organizations was threatened by service contracting with governments.

In contrast, seven executive directors (87.5%,) affirmed that the service contracting
had some beneficial impacts on the autonomy, image, direction, and service capacity

of

their organizations. Three executive directors pointed out that the funding flowing from
service contracting provided for the sustainability or the stability to their organizations.

Even though sustainability and stability sometimes might be purchased at the cost of
organízational autonomy

in discretionary judgements about client eligibility,

services,

expendifures, staff hiring and even organizational govemance, these executive directors

emphasized that sustainability and stability would benefit
organtzations

in their desired service provision.

the autonomy of their

Another two executive directors

indicated that the funding flowing through service contracting had enhanced their
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capacity to serve and reached

out. Without service contract funding, their organizations

would have been more limited in service provision. Finally, one executive director
emphasized that the written contract as an authoritative document

with the relevant

goverïrment policy paper gave him the rational support to facilitate positive changes and

clarify the direction of his organization.

"It lthe change in the contract and the relevant policy] has been beneficial. It has

given me the animation for the rational support to make the changes that I, as an
executive director, have made.......They helped us, because you do have the
individuals in the organization that do not want to be consumer focused. You do
have people in the organization who do not want to be recovery
oriented. . .. . ..Because I have the document fthe contract] and policy, I can say, "this
is the rationale and we have to move this direction with the movement. That's
good." (Organization C)

This statement seems to coincide with the view of Kramer (1994)

that

organizational autonomy is a relative concept, not a absolute measure. The voluntary

social service organization is a complex entity. The organizational autonomy perceived

by the executive director might not necessarily represent the views of other people in the
organrzation. This executive director felt autonomous to guide the organization because
he supported the ideology reflected in the contract and the relevant policy, whereas other

individuals with different perspectives in the organization might feel that contracting with
goveniment made them lose their autonomy to do what they desired.

Other factors

Five executive directors (62.5%) indicated that there were factors other than service
contracting that had impacts on the autonomy of their organizations. These included the
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religious affrliation
requirements of other funding sources than government contracts,

of

merger with
the organi zation, public image, needs of clients and community, and a
three executive directors
another organization. Other funding sources were indicated by
as another major factor which had an impact on their autonomy:

is always about money. Money has an
fother factor beside service contracting]
funders, they
impãct on the autonomy of organizations,-because, when we go to the
d9. I always
all have different criteria. They all have decision making in what we
othel_than that we
have to say that it's the money ihat affects the autonomy, because
(Organization
stand very strong. The missiãn and the mandate have not changed."
,.It

E)
communicate
affects us, because we communicate with our donors, and they
about the
assumption
the
with us. Ani so when they donate to us, they do so with
we're going to
kind of organizatron *" urå, and they do so with the assumption that
feel we can just
use the money the very best we can. So, in that sense, we don't
of our donors'"
independently make financial decisions without consideration

"It

(Organization G)

However, one executive director emphasized that even though the otganization's
organization had tried
major funding soufces had an impact on their autonomy, her or his

autonomy as much
hard to "diversify their funding sources" in order to retain their

as

possible.

Religious affrliation also affected the governance

of two of the voluntary

founding history' These
organizations, which had strong religious backgrounds in their

influences included verifying the approval

of their board members by a

governing

stood for in their
denomination and upholding the core values which their denomination
provide harm reduction
service delivery. For example, these two organizations would not
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their
proglams, Safe Sex progfams, or abortion services because these were against
governance and
values. Horilever, the level and the scope of impacts on organizational

this governing religious
service provision were varied according to their relationship with
related to
body or denomination. The executive directors indicated that the influence

other funders
organizational autonomy seemed to be decreased as their reliance on
increased.

of voluntary
According to two executive directors, the public image and reputation
organizations also had important impacts on the autonomy of

their otganizations, because

capacity to build their
these factors affected their access to community resources and the

of her or his
clients bases. Finally, one executive director indicated that the needs
organizations, had
organization's clients and community and the partnership with other

of her or his
impacts on how her or his organization delivered services' The merger
the sources of
organization with another organization had expanded its client eligibility,
the executive
their clients, and also their board. All of these other factors disclosed by

directors are helpful

for

understanding how

the environments of the

voluntary

of purchase of service
organizations affect their autonomy and also for putting the effects
contracts in context.

4.4.3

AccountabilitY

In the previous sections, actual requirements of contract reporting and the current
The results
practice of monitoring procedures have been documented and analyzed'
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indicated that govemments were more concemed about financial accountability than
program accountability. Criteria for program accountability were absent

in several

Manitoba core funding contracts and no client outcome reporting was required in either

project contracts or core funding contracts. Most executive directors reported on the
inadequate or insufficient accountability requirements
expressed their expectation that the reporting

of service contracts. They

in service

also

contracting should focus on

accountability on the program level or on an individual outcome basis. In addition, the
lack of feedback, visits, reviews and audits made the voluntary otganizations question the
capacity of governments to monitor contract performance'

In this section, the analysis focuses on the impact of these limited and inadequate
accountability requirements and monitoring procedures, on the voluntary organizations,

from the perspective of the executive directors. The major concern was whether the
accountability reporting and monitoring

of

POSC imposed too much work on the

voluntary organizations, and consequently affected their ability to respond to the needs of
their clients and the communitY.

Half of the executive directors in this study affirmed that the monitoring procedures
associated

with POSC had impacts on their organizations in

it took them a long time to accomplish all of the reporting

a positive way, even though

requirements and make sure

that their expenditure compiied with the expenditures requirements. They found that
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these monitoring procedures made their organizations "accountable", and that completing

them resulted in better documentation of their work.

"The other thing is accounting wise and accountability wise. It's that we have to
make sure that our pier diem dollars equal to our staff dollars. We can never make
money on pier diem.....So that's good accountability." (Organization B)

"It makes us accountable....It makes us conscientious, aware, mindful. V/e take it
seriously, because if we don't perform the deliverable, then there's no reason why
we should expect them to provide continuous funding." (Organization C)

"I don't think they ask for anything unfairly. I like when we do these statistics,
because then we have a picture of what we're

"I

think

doing." (Organization D)

it has been positive, I think it just makes us do better

recording of our
statistics. I feel that it makes us a better organization." (Organization G)

Another two executive directors reported that there was no impact on their
organizalions, except for spending time to complete what they were required to report by

the contracts. They always did the financial or statistical reporting, even before being
required to do so by the contracts.

The other two executive directors indicated that the monitoring procedure had or
would probably have negative impacts on their organizations in the future. One of them,
who just received a lengthy form of financial reporting from MFSH during the time in

which the interview occuned, complained that her small organization had insufficient
person power to complete

it. If she could not successfully negotiate with the contract

officer to change this new requirement, her small organization would not be able to
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afford the fee of the professional accountant and auditor required to complete this
complex financial reporting. The executive director of the women's resource centre
explained the trouble that her organization experienced in complying with what seems to
be duplicate reporting requirements

:

"It has a big impact because it costs a lot of money. It costs a lot of time. I spend
three weeks to do our primary budget and our operating plan. I have other projects
to run. I have a centre to run. And I'm spending every day trying to put together
this primary budget. And this is only a primary budget. I still have to do our f,rnal
budget yet, which is done when we have actual confirmation of funding. So it
seems a redone procedure in my mind." (Organization E)

She also described the impact of the troublesome adherence review compliance
and site visit from government officials:

"It's a whole day plus I

spend weeks and weeks providing policy-we're doing
this, we're doing that. It has a huge impact on the organization." (Organization E)

This women's centre organization is a distinguishing case in this study. The huge
impact of the monitoring procedures related to service contracting on this organization
was associated with the govemment 's standards manual for women's resource centres
and the capacity of the government to ensure the implementation of the standards.

The impact of proqram output and client outcome reportinq requirements

According to all of the executive directors, no client outcome reporting was
required. Consequently, there was no impact from this reporting requirement. In terms
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of the impact of program output reporting, five executive directors (62.5%) indicated that
these requirements did not affect their organizations very much,

or at all, because there

were either no program output reporting requirements or they did not go beyond the

original statistics reported

by their organizations

before the initiation

of

service

contracting. In addition, the governments involved never provided feedback or asked for
any improvement. Another two executive directors indicated that the program output
reporting affected their organizations in a positive way. It documented the work of their
organizations or the growth of their services to the community and other donors and gave

their organizations credibility.

The impact of the financial reportine requirements

Three executive directors (37.5%) indicated that the financial reporting
requirements demonstrated the financial accountability of their organizations. It kept the
organization "reputable" and this was seen as a positive impact. Another three executive
directors reported there was no impact of financial reporting except for doing the regular

reporting, which was not difficult for their organizations to accomplish. In contrast, only
one executive director mentioned problematic impacts of financial reporling requirements

on their organizations:

"It affects us because it costs money. We have accountants. We have auditors. We
have book keepers. Again, it affected us, because it cost time and money."
(Organization E)
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The other executive director expected that the financial reporting might probably
have negative impacts on her or his organization in the future, because the government

was in the process of changing the financial reporting form to be more complicated,
during the time in which the interview occurred.

The impact of other reporting requirements

Other reporting might include organizational information, planning, procedures
and policies. Five executive directors (62.5%) reported there was no other reporting
required in their serices contracting with government. Another two executive directors
indicated that the reporting sometimes seemed a lot of busy work and took a lot of the

executive directors'

time. The executive director of the women's resource

centre

emphasized the inadequate format of the annual operational plan required by govemment
and the insufficient administrative funding available for her organization to comply

with

these requirements.

Resources and assistance

from

eovernments

for

comgllr'inq

with

accountability

requirements

Five executive directors (62.5%) reported that there were no resources or
assistance from governments to help their organizations to comply with accountability

requirements. For example, no computers, or software were provided to collect the
program output statistics. However, another executive director mentioned some client
intake, consent, and exit forms obtained from the contract project officer for reporting,
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as

the resources that were provided by the govemment. Another executive director
indicated that the govemment funded the executive director position and provided some
administrative fees, but stated that the funding was not sufficient. Finally, the executive

director

of the maternity home

explained that her organization did receive a

lot of

assistance from the govemment to set up their new service delivery system, regarding

policy development, administrative procedures, and financial accounting, in

the

beginning of their first service contracting term with the government.

Impacts on organizational capacitl/ to respond to community and client needs

Half of the executive directors reported that the accountability requirements
involved in POSC had no impact on the capacity of their organizafions to respond to the
needs of their clients and of communities. Another executive director pointed out that

POSC had positive impacts on meeting client and community needs, because the
accountably reporting requirements kept the focus on what they were supposed to do.
The other executive director hesitated about the answer to this question, because contract

reporting affected her or his work as an executive director but not the work of the
frontline staff. Finally, the executive director of the women's resource centre emphasized
that accountability requirements affected her organization because it was not able to serve

many clients who had come to their doors, because their limited resources have to be put

into complying with accountability requirements
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Is this imoact beneficial or problematic?

Seven executive directors (81.5%) affirmed that the impacts

of

accountability

requirements had been beneficial for their organizations. The other executive director
reported that there was no impact at all, neither beneficial nor problematic. Most of them

explained

that the positive impacts resulted from the demonstration of

"accountability', "credibility", "integrity", and "reliability"

the

of their organizations.

Consequently, meeting accountability requirements enhanced public trust. The executive

director

of the women's resource

centre also pointed out the necessity

of

certain

standards to regulate services and of monitoring compliance and accountability.

In terms of the problematic
executive director

impacts

of

accountability requirements, only the

of the women's resource centre emphasized the inflexibility of

financial accountability, the necessity and absence
program accountability, and the inadequacy

of

of client

outcome measures in

administrative funding

for

contract

management and compliance.

In conclusion, the results of this analysis indicate that most executive directors did
not perceive that the accountably requirements of the POSC had imposed too much work
on their organizations and, consequently, affected their ability to respond to the needs

of

their clients and of communities. The only exception is the women's resource. This
result is consistent with earlier findings with regard to the limited accountability reporting
requirements and inadequate monitoring procedures implemented by government in the
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cuffent service contract management. The limited capacity of govemments for service
contract monitoring or the goverrìment's intentional desire to avoid its responsibility in
service contract monitoring might be the factors accounting for inadequate accountability

requirements. Further research is needed to understand these factors.

However, the distinguishing experience of the executive director from the women's
resource centre reflected the ambivalence of contract accountability. On one side is the

necessity

of

standards and implementation capacity on the part

of the governments

involved. On the other side are the problematic consequences caused by

inadequate

accountability tneasurement, complicated monitoring procedures and insufficient
administrative funding from governments.

4.4.4

Devoluntarization

According

to Ktamer's (1994) definition,

"devoluntarization" refers

increased formalization, bureaucratization, and professsionalization

of

to

"the

nonprofit

organizations and downplying the role of volunteers in service giving and in governance"

(p. 52). POSC is often believed to accelerate the process of "devoluntanzation" in
voluntary organizations.
devoluntarization

In this

section, the analysis

of the impact of

POSC on

of the voluntary organizations is examined through many

elements

including organizational structure and hierarchy, managerial roles, human resources,
volunteers' participation, and board members' functions and qualifications. Finally, three

major dimensions of devolunfaization including formalization, bureaucratization, and

1'\')

professionalization are also analyzed according

to the responses of the

executive

directors.

The impact on the structure or hierarch]¡ of the voluntary organization

The examination of five organizational structures and the interviews with the
executive directors indicated that most of the voluntary organizations had a four level
hierarchical structure. From the top to bottom, there were the boards of directors, the

executive directors, the program managers

or

coordinators, and administration and

frontline staff. There were slight differences among organizations. Three organizations
did not have program managers or coordinators between the executive director and the

frontline

staff.

One organization had a supervisor or leader between the program

coordinator and the frontline

staff. It

should be noted that the number

of levels of

organizational hierarchy did not necessarily correlate with the size (as measured by
number of staff or amount of revenue) of the organization. Based on the interviews with

the executive directors,

it was concluded

that the number of levels of the organization

structure as described by the voluntary organization did not necessarily represent the

level of hierarchical operation of the organization. For example, the executive director

whose organization seemed to have five levels

of

organizational structure on the

organizational chart claimed that her or his organization was not operated in hierarchical

order. Several executive directors also emphasized a similar point. The leadership style

ofthe executive directors and the organizational culture affected the actual operation of
the or ganizati onal hi erarchy.
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All

executive directors except for one reported that the hierarchical structures

of

their organizations had not changed because of the initiation of the purchase of service
contract. Most executive directors expressed this perception because they did not think

that their organizations were hierarchical, even though the organizations did exhibit
certain forms

of organization structure.

However, they did mention that service

contracting had caused some changes within the role structure of their organizations.
First, four executive directors indicated that the role of the executive director in managing
service contracts became increasingly important. The POSC with government increased

and centralized the work of the executive directors in securing contracts, negotiating

contract conditions, ensuring contract compliance, and building relationship with
govemments. The executive director of the women's resource centre reported that its
government contract funding not only stressed the hierarchical position

of

executive

director to oversee the program operations, but also defined its managerial function in the

written contract. She or he also emphasized that the government imposed too much
control on the operation

of her or his

organization's structure by making
struggled to keep

it

organization and consequently affected the

more hierarchical, but the board and the staff

it non-hierarchical. Second, in terms of those voluntary organizations

that had only one or two paid staff before receiving contract funding, the funding flowing

from service contracting had enabled them to hire a whole team of staff. As a result, the
structure

of the organizations

added two levels

of paid staffs. Third, one executive

director indicated that the ability to employ paid staff, because of receiving govemment
contract funding, had shifted the management of day to day organizational operations
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from the volunteer board to the staff. The first receipt of service contract funding had
significantly facilitated this transition. However, this executive director expiained further

that the impact

of service

contracting on her or his organization's structure was not

important any more, because this was not the current major funding source

of

the

of

the

organization.

In

summary, service contracting did increase the role and the work

executive director

in contract

procurement, administration, and reporting. However,

given the limited standardization and monitoring involved

in the current

service

contracting practices, the POSC did not significantly affect the hierarchical structure

of

the voluntary organizations. The impact of POSC on the structure of some voluntary
organizations basically resulted from increases

in staff size because of receiving new

funding. These changes \ryere associated with the amount of funding they received, no
matter which type of funding or the source of the funding.

Impacts on manaqerial roles

All executive directors reported that there v/ere no significant

of

mangers because

changes in the roles

of POSC. One executive director mentioned that POSC

just

increased some of the work of the executive director, but it had no impact on managerial

roles. Another two executive directors mentioned that their organizations had increased
the number of administration support staff, not only because of managing the government
service contract, but also because of the management of other grants and contracts and
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directors
the requirements of board of directors committees. The other executive

made subject to
explained that the managerial role changes in their organizations were

client and community
organization decisions in responding to organizational growth and
program reporting and
needs. This was consistent with the finding described of limited

only limited
monitoring procedures. Hence, managing service contracts would have
impact on the role of managers.

procedures
Four organizations reported that no major changes in record keeping
indicated
were caused by managing contracts in past years. Another three organizations
keeping
that the service contracting had increased the work of their accountant in
procedures for
financial records. These organizations also had to establish administrative

required their
the collection of program statistics. In addition, service contracting also
of Privacy Act
organizations to comply with The Freedom of Information ønd Protection

(1997)'
of Manitoba (2000) and The Personal Health Information Act of Manitoba

and a privacy
Consequently, privacy documentation procedures had to be developed

officer was appointed. However,

it

should be noted that compliance with these two

these three
privacy information acts was required regardless of contracting. In addition,

at all for their
executive directors emphasized that these changes were not problematic
organizations.
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Only the executive director of the women's resource centre indicated that her or

his organization had experienced major changes related to record keeping in many
aspects.

"Absolutely, absolutely, every time they change the standards, we need to meet
these standards.....The record keeping whether it's administrative, whether it's a
statistical client record, whether it's financial. We have to meet their standards. So,
when they made changes, we made changes. And they made changes to adjust the
forms. They made changes to what they want, and how they wanted us to report it.
And we needed to follow these changes." (Organization E)

This executive director seemed to imply that the changes in the contents of record
keeping also resulted in changes in the operating procedures of record keeping in her or

his organization. Moreover, this executive director explained that occasionally the
change was beneficial

to the organization, as when the FVPB simplified the form of the

reports. However, most of the time, the changes resulted in

a

lot more work.

Chanqes in human resources

The level of government funding had direct impacts on changes in the use of
human resources. First, with regard to staff increases, five executive directors reported

that their organizations had "dramatically" or "significantly" increased their staff
complements, because of receiving new government contract funding. The other three
organizations reported no such important changes, because the govemment just changed

its funding from grants to contracts, but did not alter the amounts. It should be clarified
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that the operative factor in staff increases was the receipt of new funding, and not the
POSC, per se.

Second, regarding staff turnover rates, one executive director indicated that her or

his organization had a high staff turn over rate, because of insufficient funding through
the service contract. This made her or his organization unable to compete with other
organizations to hire qualified staff. Another executive director mentioned that her or his

organization had, on several occasions, been on the edge

of laying off many staff,

because of the funding gap in renewal of the service contracts and a decrease

of contract

funding. However, the other four executive directors indicated that the POSC had had no
impacts on the staff tum over rate of their organizations. It should be noted that, among
these five organizations, three executive directors indicated that their organizations had

other major funding sources besides the government contracts

to

support their

expenditures on staff.

Third, five executive directors (62.5%) had reported that the funding levels
involved in POSC had impacts on the changes of the salaries and benefits of their staff.
Among them, rnost executive directors indicated that their organizations provided limited
or no salary or benefit increases for their staff, because of insufficient and fixed contract
funding from governments. Among the other three organizations, which did not indicate

that the service contracting had an impact on their staff salaries and benefits, two
organizations had received significant staff salary or benefits support form the relevant

government agency, but

it came separately from the contract funding as a govemment
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subsidy for staff stabilization. This was part of the government's effort to stabilize the
staff working in the mental disabilities service field. This demonstrates that govemment

funding no matter whether

it is through contracting or not was an important

affecting the use of human resources

factor

in the voluntary organizations studied.

The

governments seemed to have made no visible effort in standardizing staff qualifications
and

job descriptions in voluntary organizations, by using the control involved in contract

funding. However, the dependency of the voluntary organizations on

government

funding limited their autonomy in the use of human resources.

Significant changes in the numbers and roles of volunteers

Four executive directors in this study indicated that POSC with governments did

not cause any significant changes in the numbers and roles of volunteers in their
organizations. In contrast, another three executive directors reported that POSC with
govenrments resulted in a significant increase in the numbers of volunteers and different

roles for them. Among these three executive directors, one explained that the service

contract funding enabled her

or his organization to

stabilize

its operations and,

consequently, to create more opportunities for different roles of volunteers

in

service

delivery and fund raising activities. Another executive director described how the staff
hired through POSC could effectively recruit volunteers and provide them with support

and training

in

service delivery and some simple administration assistance work,

including answering the telephone, copying and shredding paper, and processing
donations. However, both of these two executive directors indicated that the roles of

-229-

volunteers

in

organizational administration and govemance were significantly replaced

by the paid staff after initiating contracting, except for the volunteer board of directors.
The remaining executive director indicated that in her or his organization the service
contract did not fund enough staff. Hence, her or his organization had to continue to rely

on student placements and volunteers to cover some of its functions, but this did not
include administrative roles for volunteers.

There was only one executive director who reported that her or his organization
had fewer volunteers after service contracting than before. The use of volunteers was not
as

critical as when this organization was exclusively run by volunteers. This executive

director explained that it had become harder to recruit volunteers because the community
perceived that the organization had funding from govemment to hire staff.

These results indicate that service contracting did not downplay the roles of the

volunteers

in

service delivery, fund raising activities, and simple administrative

assistance in most of the voluntary organizations in this study. However, the roles of the

volunteers

in

organizational administration and governance were reported

by

two

executive directors to be changed after POSC. The capacity to use volunteers could be
enhanced because

of the stable operations and staff complements

available contract funding.
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supported

by

the

in the qualification and function of the board members as a result of manaqine
contracts with qovernments
Chanees

Six executive directors (62.5%) reported that the qualifications and functions of board
members had not undergone major changes because of managing contracts, except for the

requirement that the board sign the contracts. Several executive directors mentioned that

planning, operations and daily management of their organizations were in the hands of
organizational

staff.

The board members only had a leading roie

in guiding the

organization and supervising its accountability. This was not the result of govemment
service contracting per se. Rather, it was because of the growth of the organization after

receiving funding. Only two self-help voluntary organizations indicated that service
contracting with the government required that the majority of their board members be
mental health service consumers and that good organizational governance with financial

accountability and reasonable policies should be put into practice. They thought that this
was benefìcial for their organizations because the organizations needed the consumer
perspective on their boards.

Formalization

"Formalization" is the extent to which expectations conceming job activities are
sìandardized and explicit (Bowditch

& Buono, 1997,p.262; citedin Lewis et a1., 2001,

p. 85). In an organization with a high level of formalization, the

management and

decision making of the organization are dependent upon formal rules. Seven executive
directors (87.5%,

N:7)

emphasized that service contracting with goverrìments did not
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promote the formalization of their organizations. Several executive directors affirmed

that some level of formalization has occurred in their organizations, but absolutely not
because

services

of service contracting. Two executive directors, whose organizations provided

to

adults with mental disabilities, explained that there were no standards

articulated by government in their services

field. As a result, there was no formalization.

Another executive director, whose organization held

a

competitive federal project

contract related to services for homeless people, also indicated that the absence of clear

from the contracting government agency made the promotion of

expectations
formali zation

b

y s ervi ce contractin g impo s sibl e.

The only executive director, who reported that the impact of formalization from
POSC on her or

his organization was significant, was the executive director of

the

women's resource centre. This report was closely related to the standards manual issued
by the FVPB. The organizationwas required to operate according to certain standardized
structures set up by the govefitment. However, this executive director explained that the

requirements

of the liability

insurance carrier also had

a strong impact on the

formalization of her or his organization, in addition to the effects of govemment service
contracting:

"...because we have professional liability; we have a general liability with
commercial liability. So it's important that there has to be someone who is
responsible. The person has to make decisions. There has to be consensus decision
making. It would be our board and the director who're making decisions. There
has to be a formal process." (Organization E)
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Several executive directors also identified some factors other than government

of their voluntary
service purchase contracting that had contributed to the fotmalization

organizations. These factors included the intemal management
organizations, the expectations

of

of

other stakeholders, changing issues

residential licensing requirements, and the growth

of

voluntary

in

society,

organízations' One executive

from the
director emphasized that the formalization of her or his organization resulted
need for fair and accountable intemal management of the organization'

,.Faimess. you know we have six different programs within our organization. We
proglam and so
had to formalize something in order to iook at this program and that
on. The other thing for ihut ir around morale. Because without some of those
issues, more
formalized things, yãu got to have more people unhappy, more morale
people leaving. when the things are just formal across the board, every body
knows it. I found it gives us à way-¿ way less problematic' It't all
makes
internal.. . .. . .That fthe formal ization of otganizational internal management]
B)
(Organization
us accountable to the staff and the people we are supporting'"

Another executive director indicated that the stakeholders' expectation of
organízattonal accountability resulted

in the formalization of her or his organization'

perceived
This seemed to imply that the formalization of voluntary organízations was

as

essential for demonstrating the accountability of the organization'

stakeholders are more sophisticated today, therefore they
well' Why
expected.....There would be an expectation that we run things very
and
donations
shãuld I give my money to you? Why send me a letter about
appeals?" (Organization C)

"I think our

contributed
Three executive directors also addressed other factors which might have
to this increased formalization:
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"I think the changes in the society fhave contributed to the increased formalization].
You have to bring more policies regarding sexual harassment, discrimination, and
those kinds of things into the organization. Now we are pretty mandatory to have
lots of these things." (Organization D)

"Probably if anything fhave contributed to the increased formalization]..., it would
be the licensing lthe residential care facilities licensing requirementsl, but not the
purchase of service contract." (Organization F)

"The factors would be the increase in the daily number of people that come to our
doors; the increase of operating more programs at the extended hours, the increase
of our large donor bases. So those would be the factors that say we need more staff.
With more staff you also have more staff problems. It's helping to limit a lot of
problems by being more formalized." (Organization G)

The results of this study reveal that the formalization of voluntary organizations
was strongly associated with their growth, the expectations of other stakeholders such as

funders other than governmets, and the presence of relevant regulations.
factors were associated with receiving funding at

a

cerlain

All of these

level. Funding increases

enabled voluntary organizations to hire staff and expand their services. Consequently,
the need for the intemal management of larger organizations promoted the formalization.
Funders other than governments were also seen as important stakeholders that had an

impact on the formalization

of the voluntary

organizations, because these funders

required that the voluntary organizations demonstrated their credibility and accountability
through formalized organizaÍional operations, procedures and reporting related to funding

applications. For example, the United Way required voluntary organizations in receipt
grants to be incorporated.
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of

The formalization of the voluntary organizations in this study seemed to be related

to

progression through

the

expectable developmental stages

of the voluntary

organizations. The executive director from the maternity home explained that the
formalization

of her organization first happened forty

years ago when her

or

his

organization was required to be incorporated in order to receive funding from the United
'Way

and from government. Before the incorporation, the operation of this organization

relied only on the charity work

of the Catholic

nuns whose order founded this

organization. The dramatic funding increase from the United Way and government
enabled this organization to provide not onlyprofessional social work services, but also

standardized educational training
organizational evolutions

to

those young pregnant women.

All of these

in service provision involved the formalization of roles

and

procedures.

"At that point, what really changed was the use of professional services. It used to
be the sisters did everything from the intake, to counselling, to making bread, to
fixing the boiler. Then they got social workers involved. They got the teachers
from the school division involved. So they use professional exams and
formalization of roles, it's to do with funding. The funding allowed them to do
that."

(Or ganization F)

Then, the second critical stage

of

formalization

in her organization was

the

standardization of residential services to meet residential care licensing requirements.

However, this residential care facilities licensing was not required by POSC at all.
Therefore, from her or his perspective, service contracting had nothing to do with the
formalization of her or his organization. The formalization of the voluntary organization
seemed to be an expectable organizational progression and development after the receipt
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of critical funding. In addition, the presence of the relevant govenìment regulations also
had an impact.

Bureaucratization

Bureaucracy was defined as an rational-legal organizational structure that included clear
and centralizedhierarchies of authority and responsibility, high degrees of specialization
and impersonality based on comprehensive rules rather on social relationships, prescribed

systems of rules and procedures, extensive use of written documents

hiring and promotion based solely on technical expertise (Mills

in administration,

&

Simmons, 1999;

Lewis et a1., 2001). The "bureaucratization" of organizations could be assessed by the
degree

of

centralized hierarchy

of

authority

in

decision making, the level

of

rule

enforcement in an impersonal manner, the way of using documents in administration, and
the level of dependency on the professional qualifications in staff hiring and promotion.

Therefore, the bureaucratization of the voluntary organizations is interrelated with the
formalization of the organizations-the operation of the organization is dependent on the

formalized rules-and the professionalization
professional staff

in

of the

organizations-the use of

organizational management and service delivery.

In answering whether their organizations have became more bureaucratic in the past
few years, except for one executive director who insisted that her or his organization was
not bureauuatic, all of the other executive directors admitted that their organizations had
become increasingly bureaucratic. However, several executive directors emphasized that
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they were still not a bureaucratic type

of

organization and they fought against

bureaucratization. These responses seemed to refer to the absolute hierarchical authority

of

organizations in decision-making and the impersonality

based

of organízational

operations

on comprehensive rules. In contrast, the bureaucratization admitted by

the

executive directors was related to the centralized management responsibility associated

with obtaining funding and complying with the requirement of funders in reporting and
accountability. Apparently, most voluntary organizations in this study intentionally tried

to resist the bureaucratization of their

organizations

to become highly

hierarchical

authority structures and to operate in an impersonal manner through comprehensive rules
and written documentation.

When the executive directors were asked "to what extent has managing purchase

of

service contract has caused your organization to become increasingly bureaucratic?",
most of them indicated that govemment service contracting did have some impacts on the

bureaucratization of their organizations. These executive directors perceived that the
bureaucratization

of their

organizations affected

by POSC was

associated

with

the

interactions of their organizations with the contracting govemments with regard to the

contracting process, contract reporting, accountability requirements, and contract

procurement.

In

other words, these interactions with bureaucratically

govemment agencies had transformed their organizations
bureaucratized.
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to

operated

become increasingly

Two executive directors emphasized that the

increased documentation in

administration, especially in meeting the reporting requirements of govemments, was the
indicator of bureaucratization in their organizations:

"Only in having a report-writing a report. But

I

fight against bureaucracy."

(Organization C)

"Just the reporting requirement, the playing games. I don't play very well.....And
the bureaucrats just play this game that drives me insane. You can go to the
meeting and it's over and you have no idea what's happened, because they're all
talking circles and they're all protecting their own little world....... Now we're
accountable to the government and that's the bureaucracy is-the government."
(Organization D)

Another executive director of the women's resource centre mentioned that the
procedures set up by her or his organization for meeting the standards of accountability
requirements had affected the bureaucratization of the organization:

"Lots, lots. It lthe bureaucratizationf is increased. It used to have a very informal
counselling program. You don't need to write a lot of reporting. You can just
kind of piece together the ideas for a proposal, and just report to them. But now
because they're the core funder; we have the agreement, we have to meet these
standards. We have to meet these ways of doing things". (Organization E). . . . . .

This executive director explained further:

"I think accountability. I think there's alarge fear in government. There has been
"the Hydra House"; there has been " the Addictions Clinic"; there has been
"sponsorship". And to make you accountable, you have to follow this bureaucratic
process." (Organization E)
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"The Hydra House", "the Additions Clinic" and "sponsorship" were related to the

well-known scandals of the misuse of public funds. This executive director explained
that the increasing bureaucratization was associated with the bureaucratic accountability

system-the hierarchical authority, the comprehensive rules of standards set up by the
govemment and the extensive reporting documentation. She or he also mentioned that
the bureauuatized decision making procedure set up by the government with regard to
contracting also had an impact on the voluntary organization, because the government
required that the decision making structure of the organization involved also be clearly
and hierarchically defined due to the concern of

liability.

The other executive director emphasized that the bureaucratization of her or his
organization by service contracting was only limited to the aspect of obtaining contract

funding. The process of developing an eligible proposal and obtaining a contract award
increased the documentation in administration, the centralized responsibility and role

of

the executive director, and the procedures in order to follow the rules set up by the
contracting govemment. However, the daily operation

of this

organization was not

affected by POS C, conceming bureaucrati zation.

'Well, you do become somewhat...[bureaucratic], because you are playing the
game to try to get funding...So we have become slightly bureaucratic, because we
need to play their dance. It's only in their eyes they think we have. In our own
eyes, we just come back to do what we do." (Organization H)

In terms of other factors, which may have caused the bureaucratization in their
organizations, three executive directors, whose organizations had the highest percentages
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of revenues from funders other than governments in the last fiscal year, reported that
these other funders had important impacts on the bureaucratization of their organizations.

One executive director emphasized the reporting requirements from the other funders and
the residential care licensing requirement from goveÍrment. The amount of work done

in

meeting all of these requirements of grant applications, reporting and residential licensing
resulted in the bureaucratization of the organization, because the tasks were centralized in

the role and responsibility

of the executive director and the relevant

administrative staff and the administration relied on the extensive use

financial

of

written

documentation including proposals, coffespondence and financial reports. She or he also
compared the requirements from other funders with the service contracting requirements

from the government.

"Mostly licensing and the need to be always applyrng to another foundation. You
can apply for some little grant from a little foundation for two hundreds dollars.
And you have to do the same amount of work as you do for two hundred thousand
dollars. So the paper work is amazing...Sometimes our accounting can be very
'We
have
complex. It's very deceiving, because we don't just have a big funder.
multiple reports with multiple requirements. And the province is one of the easiest
ones really. Even though it's our biggest." (Organization F)

Another executive director also pointed out that the accountability requirements

of

other funders had important impacts on the bureaucratization of her

or

his

organization. Finally, another executive director indicated that her or his organization
had become more bureaucratic, because

it

had to estabiish a formal and hierarchical

decision making procedure in order to be accountable to its donors and the community.
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In summary, the results of this analysis indicate that POSC did generate impacts on
the bureaucratization

of the voluntary

organizations studied because

relationships with bureaucratically organized government.

It

of the working

should be noted that this

impact on bureaucratization of the voluntary organizations was seen by most executive

directors as being limited

to the areas involving their direct interaction with

the

contracting government. Most of the executive directors emphasized that, overall, their
organizalions were not hierarchically and bureaucratically operated. In order to meet the
contract requirements of governments regarding contract procurement, contract reporting,
and accountability, the contract management role and responsibility were centralized to

the executive directors and the relevant financial administration staff of the voluntary
organizations who had expertise; the organizational decision making procedure had to be

altered to become somehow hierarchical

in definition, but not in operation, for the

concem of liability; the written documentation in administration was increased because

of the requirements for proposal submission and contract reporting. In addition, in the
case

of the women's

resource centre, organizational policy and procedures were

developed with comprehensive rules in order to meet the standards set by the contracting
govemment agency.

However, the funding procedures and accountability requirements of funders other
than contracting governments also involved important impacts on the bureaucratization

of

the voluntary organizations. Nevertheless, the level of these impacts varied according to
the resource dependency of the voluntary organization on these non-government funders,
and the funding and reporting requirements of these funders.
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Professionalization

Professionalization indicated the use

of professional staff in the management of the

organization and in service delivery. Professionalization ofvoluntary organizations can

downplay the role of volunteers in organizational govemance, management and service
provision.

All of the executive

directors reported that their organizations had become

professionalized in the past couple of years. They were still community based voluntary
organizations, but they had evolved from the state of being grass roots volunteer-based

organizations. However, three executive directors (31.5%) emphasized that the
professionalization of their organizations did not occur because of government service
contracting. Another two (25%) indicated that government service contracting had only a

mirror impact. The two self help organizations reported that the service
contract required the hiring

of a consumer to

purchase

deliver services. Therefore, the

professionalizationof their organizations in service delivery was actually discouraged by

POSC. However, the reporting and the accountability involved in POSC did require that
their organizations be administered professionally. It means that the executive directors
who were the key contract managers had to have professional training or experience in
or ganizational adm i ni strati on.
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With regard to professionalization in the management of the organizations, most
executive directors reported that government service contracting had certain impacts on

their roles and tasks and those of the orgarizations' financial administration staff.
Procuring contracts and complying with the reporting requirements required specialized

skills and expertise in contract management, and, sometimes, these tasks also
changes

caused

in the definition of the management position or the financial administration

position. In terms of professionalization of service delivery, no service contracts in this
study required particular staff qualifications, but apparently paid staff were the major
human resources used by the organizations to deliver services as opposed to volunteers.

However, the professionalization of the service delivery remained very limited in some
services fields such as day services and employment services for people with mental
disabilities, because of lack of standardization in the qualifications of service providers.
According to the executive directors, the impacts of POSC on professionailization at both

the management and service delivery levels might be minor

in

comparison with the

effects ofother causal factors.

Several executive directors emphasized that factors other than POSC had significant

impacts on the professionalization of their organizations. First, the executive director
whose organization provided services to adults with mental disabilities, indicated that the
overall development of professionalization in the services field produced more important
impacts on professionalization in her or his organization than POSC per se

did.

This

development of professionalization in the field occurred because of the evolution of the

field's philosophy, the effort of the government to improve workers' salaries and benefits
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and the voluntary organizations networking to promote professionalization. This field's

philosophy was reformed by the idea of client empowennent and the community living

movement. Based on these changes in philosophy and the intention to provide quality
services consistent

with this philosophy, the voluntary

networking and coalitions to promote the improvement

organizations developed

of the worker's professional

training and qualifications. At the mean time, this promotion was indirectly supported by

the govemment's timely subsidy to stabilize the supply of workers in this field.
Therefore, these three factors together contributed to the professionalization

of

these

voluntary organizations in the mental disabilities field. Second, the executive director of
the women's resource centre emphasized factors related to liability and insurance. In

order

to qualify for liability

professional qualified staff

insurance, the voluntary organizations had

to provide

to hire

counselling services. Third, two executive

directors reported that the needs of their clients and of the community impacted upon the

professionalizations of their organizations, because they had to hire staff with specialized
professional qualifications to provide services at a sufficient level of quality. Finally, two

executive directors emphasized that the expectations

of other

stakeholders

in

the

community had promoted the professsionalization of their organizations. They had to

build up the professional images of their organizations in order to gain the confidence of

their non-government funders and other professionals with whom their organizations
interacted.
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Summarv of Findings

The current practices

in

administerine POSC bl/ voluntary communitv-based social

services organizations

The actual practice of POSC between government and voluntary social services
organizations follows the competitive market model to a very limited extent.

A

more

complicated procedure than cost competitive bidding existed in the four federal project
contracts which requested proposals for competitive selection. Elements of competition
seem completely absent

in the other seven contracts of the Manitoba. Most purchase of

service contracts (81.8%) were categonzed as cooperative contracting.

A

contracting

relationship was established because of expectations and needs of both parties and was

often affected by the history of their working relationship and the imperative of the
government involved for social service accountability.

Financial support and control from govemment varied according to the types of the

contracts-Manitoba core funding contracts and the federal project funding contracts.
The predictability and continuity of the contract funding affangements varied according

to the two types of contracts. In general, governments imposed a high level of

cost

sharing on the voluntary social services organizations. The government demanded a high

level of financial accountability from the voluntary organization, and gave limited
management discretion in spending to the voluntary organizations.
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On one hand, the levels of service standardization and goveniment control imposed

by service contracting were limited for most of the investigated contracts, in terms of
client access to services, staff qualification, program and service definition, program
administration, organizational govemance, and physical facilities. On the other hand,
POSC was seen as potentially interfering in their operation. The distinguishing case in

this study was the contract for providing counselling services in a women's resources
centre. The imposed strong controls over this organization by the FVPB were not only
on service delivery and program administration, but also on organizational govemance.
Social services standardization

is

essentially affected by broad policy environments,

including the relevant legisiation, social policy and the ideology and practice of the
goveÍIment authority in administering the contract and monitoring its compliance.

With regard to contract monitoring, contract reporting varied between the federal
project funding contracts and Manitoba core funding contracts for each type of reporting.

The Manitoba govemment intended to monitor the operation
organizations on the organization level

in

addition

of the voluntary

to the particular program

level.

However, federal project contracts involved far more program reporting in 2003-2004
than Manitoba core funding contracts. There was no reporting on client outcomes in
either project contracts or core funding contract. Except for one exceptional case, all

of

the site visits and audits reported focused narrowly on financial accountability. No site

visits or audits had been conducted by the Manitoba government except for the contract

with the FVPB. This result raises the question of the capacity of the Manitoba
government to monitor contract performance and financial accountability.
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The continuity of contracts was very high. All of the contracts in this study had no
record of termination in their past. The only problem in the contract renewal process was
related to the contract awarding procedure of the SCPI program. Nine contracts (82o/o,

N:11) in this study \/ere expected to receive renewal, according to the

executive

directors. The possible impacts of contract termination on the organizations were
strongly associated with the dependence of the voluntary organizations on the particular
contract funding. The high continuity of the current service contracting reflected the lack

of a competitive market model in the current contracting practice.

The contracting relationships of voluntarv communitv-based orqanizations with
govemments

Governments defined

a

simplified "purchaser-provider" type

of

contracting

relationship with the voluntary organizations instead of a mutual partnership for social
service delivery in their standard contract formats. Even though the operation of federal

project contracts reflected a vendoism type of contracting relationship, there was some
extent of mutual dependence between the voluntary organizations and the Manitoba
government. Their working relationship evolved significantly over times, but only a few
organizations developed a limited level

of collaborative partnership. Most

directors reported an extreme power imbalance

in their

executive

contracting relationship with

government in 81.8%o of contracts studied. Negotiation was absent in all of the federal

project contracts and limited in most of the Manitoba core-funding contracts.
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After the

assessment

of the three dimensions of collaborative partnership,

most

executive directors indicated that their contracting relationship with government was not

a collaborative partnership, except for two contracts. Even though the government and
the voluntary organizations might have common goals, values and expectations, the time

available from governments for building trust and participatory problems solving was

affirmed in no more than one third of contracts, and the most important elements for
buiiding collaborative partnerships-financial and human resources-were also reported

to be lacking in most of contracts except for one. In terms of the two organizations
reported to have "really" or "minimum" collaborative partnerships with govemment, the

collaborative partnership seemed to be associated with the "equal" or "adequate" power

balance and high level

of negotiation claimed by

these two organizations

in their

interactions with the contracting governments.

The impact of POSC on the voluntar)¡ social services oreanizations

The results of this study indicate that POSC has not resulted in goal deflection or

distortion. The contract funding was recognizedby most organizations

as beneficial

for

expanding their services. Only two organizations reported problematic service changes
as a result of the

POSC. This study also demonstrates that other important factors, in the

policy, economic, and community environments of the voluntary organizations,

had

important impacts on changes in the missions, services, and programs of the voluntary

organizations. However, several executive directors emphasized the discretion and
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initiative of the voluntary organizations themselves in identifying needs and making
desirable changes.

Most executive directors did not perceive that the autonomy of their organizations
was threatened by POSC with governments, except for the women's resource centre. The

POSC had no negative impact on the identity

of voluntary organizations in

the

community and their relationships with the community and other organizations. Only
one executive director strongly emphasized that contract funding had interfered with the

advocacy ability

of her or his organization. Three executive directors affirmed

the

positive impact of POSC on strengthening their capacity to do advocacy activities. The
decision making of the organizations

in service delivery and client eligibility was not

affected by service contracting. However, the level of contract funding did have impacts
on the organizations' ability and decision making in relation to hiring and retaining staff.

The expenditures of most voluntary organizations were also affected by most of the
service contracts except for two organizations. The impact of service contracting on
planning was associated with the continuity and predictability of service contract funding.

In addition, seven executive directors (87.5%,) affirmed that the service contracting had
some beneficial impacts on the autonomy, image, direction, and service capacity

of their

organizations. Factors, other than service contracting, that had impacts on the autonomy
of the organizations included the requirements of other funding sources than government
contracts, the religious affiliation of the organization, public image, needs of clients and

community, and a merger with another organization.
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Most executive directors did not perceive that the accountably requirements of the
POSC had affected their ability

to

respond

to the needs of their clients and of

communities. The only exception is the women's resource. Most of the executive
director (57 .5%) affirmed that the positive impact of accountability requirements on their
organizations' image, and that they enhanced public trust.

Generally, the overall impacts

of

POSC

on devlountarization of

voluntary

organizations described in the literature were not supported by most of the cases studied.

The POSC did not significantly affect the hierarchical structure
organizations, but

it did increase

of the voluntary

the role and the work of the executive director in

contract procurement, administration and reporting. Only three organizations indicated

that they had established new administrative procedures for the collection of program
statistics and new financial records in order to meet he requirement of contract reporting.

The level of govemment funding had direct impacts on changes in the use of human
resources, but the operative factor in staff increase was the receipt of new funding, and

not the service contracting, per se. The problematic impacts of POSC on the numbers
and roles of volunteers were not seen in most of the organization studied (81.5%).

Seven executive directors (875%) emphasized that POSC with governments did not

promote the formalization

of their organizations. The formalization of

organizations was strongly associated

voluntary

with their growth, the expectations of

other

stakeholders, and the presence of relevant regulations. The formalízation of the voluntary

organizations also seemed

to be related to
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progtession through

the

expectable

developmental stages

of voluntary organizations after the receipt of funding and the

expansion ofservices.

POSC did generate impacts on the bureaucratization of the voluntary organizations

studied because of the working relationship with bureaucratized government operating
agencies. This impact on bureaucratization of the voluntary organizations was seen by

most executive directors as being limited to the areas involving their direct interaction

with the government. Most of the executive directors emphasized that, overall, their
or ganizations were not hi erarchically and bureaucrati cally op erated.

Even though all voluntary organizations studied reported that they had become
professionalized in the past couple of years, only two executive directors (25%) affirm

that service contracting had a minor impact on this issue. According to the executive

directors, the impacts

of

service contracting

on professionailization at both

the

management and service delivery levels might be mirror in comparison with the effects

of other causal factors, including the overall development of professionalization in the
service field, the requirements of liability insurance companies, and the needs of clients
and communities.
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Chapter Five
DiscussÍon

This chapter includes six sections of discussion. The first section contains the
contribution of this study's findings to the body of empirical knowledge.

A

revised

conceptual model is presented and described in the second section as the contribution to

theory. The next three sections focus on the implications of the findings for fuither
research, policy, and practice. In the final section, the limitations of this research are
discussed, as well as how validity was enhanced.

5.1. Contributions to the body of empirical knowledge

In this section, the contributions of this research to the body of empirical knowledge is
discussed

in

three major parts, which include the practice

of POSC, the

contracting

relationship and the impact of POSC.

5.1.1.

The practice of POSC

Two twes of contracting

The results of this study demonstrate that there were two distinguishable types
service contracting

in the current practice of POSC. One has been

of

named "project

funding contracting", and the other has been named "core funding contracting". The
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differences between these

two types of contracting existed in contracting

award

procedures, funding alTangements, reporting requirements, contract performance and

monitoring, and contract

renewal. These

organizations' contracting relationship

differences affected

the

voluntary

with governments. Consequently,

these

differences also involved different impacts on the voluntary organizations. However,
because most

of the project contract funding constituted a lower percentage of

organizational revenue than was true of core contract funding for most of the voluntary
organizations in this study, the impact from project contracts on most of the voluntary

organizations was more

limited. The one exception was the organization

with

approximately 70o/o of its total annul operating revenue from a single project funding
contract from the federal government. The finding of these two distinguishable types

of

contracting and their unique characteristics contributes to the literature in providing an

important frame

of

reference

to

understand the practice

of

POSC, the contracting

relationship and their impact on the voluntary organizations.

The federal govemment's funding took the exclusive form of project contracting.
The project funding contracting was more consistent with the competitive type of POSC
discussed

in the literature (DeHoog & Salamon,2002). These contracts provided single

year funding for the costs of the specific projects. They required proposals for
competitive selection. The payrnents were restricted

to

reimbursement

for project

expenditures according to the line budgets of the contracts. Hence, there was a high level

of

government control on the financial accountability

of the contracted

programs.

Reporting was emphasized, and not only financial reporting, but also program output
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reporting. However, site visits and audits focused only on financial accountability. In
some project funding contracts, the contract renewal process was problematic, because

of

the complex contracting path involving the bureaucratization system of the federal
department and the local community advisory committee. Moreover, the continuity and

predictability

of funding was uncertain.

Some voluntary organizations encountered

tremendous difficultly in sustaining themselves through the funding gaps, which occurred
because of the problematic contract renewal process. Because the governments had all

of

the control over contract funding, contract awards and the conditions associated with the
contracts, the contracting relationship in the project funding contracts was of the vendor

type, which was described

by

Salamon

(1995). The equality of power

between

government and voluntary organizations in contract negotiation and decision making did

not exist in this "purchaser-provider" type of contracting relationship. The voluntary
organizations were treated as vendor agencies

of

government rather than as equal

partners.

In contrast, the Government of Manitoba preferred to use core funding contracts to
provide funding not only for the contracted programs, but also for part of the operational

and administrative costs at the organization

level.

These contracts did not involve

competitive proposal requests and no bidding was included in the process. Four of the

six project funding contracts were for three years terms or longer. The paynents were
deposited with the voluntary organizations quarterly at the end of the first month of the

fiscal year. The reporting requirements included not only financial and program output
reporting, but also organizational information reporting. In contrast to the federal project
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funding contracts, the Manitoba government intended to monitor contract compliance not

only at the contracted program level, but also at the organizational level. However, in
most Manitoba govemment contracts, the actual implementation of contract reporting and

monitoring only involved financial accountability. In comparison with the federal project

funding contracts, the program reporting for Manitoba govemment contracts was
implemented in a far less rigorous way. The continuity and predictably of the funding

from the core funding contracts was very high. The voluntary organizations reported
benefits from the stability of this funding. Significant mutual dependencies developed in

the contracting partnership between the Manitoba government and the voluntary
organizations with the use of core funding contracts. Hence, most of the core funding
contracts did not involve the essential components of POSC described in the literature,

including a request for proposal, solicitation of bids and adequate contract monitoring

procedures. They seemed to be more like grant funding taking the form of a legal
contract, but without the actual control mechanisms of POSC, because the government

did not monitor contract performance. The only exceptional case is the women's
resource centre's contract for counselling services. The FVPB implemented extensive

contract performance monitoring and organization control according

to its

standards

manual and this resulted in significant impacts on this voluntary organization.

The finding of these two types of service contracting is not entirely consistent with

the theoretical framework developed by Kettner and Martine (1990). Their theoretical
framework tried to identifu the specific administrative mechanisms associated with
'þartnership model" and a "market model'

a

of service contracting. According to the
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results

of this study, the federal project

contracts seemed

to resemble some of

the

characteristics of the market model related to "single year contracts" and "invitations for

bids", but the federal project funding contracts involved "cost reimbursement" instead of
the "unit cost and fixed-fee" approach characteristic of the market model. In addition,

only one of the administrative features of the partnership model--"multi-year
s6¡f¡¿sfs"-appeared

features

in four of the six Manitoba core funding contracts. The

of the partnership model, including

reimbursement" were not demonstrated

"requests

for

other

proposals and cost

in the Manitoba core funding contracts.

The

findings of this study therefore do not support the theoretical framework of service
contracting models developed by Kettner and Martine.

Theories and empirical literature related to contracting and privatization

The results of this study indicate the current practice of POSC is more consistent with "an

alternative theory

of contracting" (Johnston & Romzek, 1999) than with "the market

model of contracting" (Sava, 1987; Kettl, 1993; cited in Johnston & Romzek, 1999). The
competition principle of the market model of contracting existed only in federal project
contracts in this study. However, even in this case, the degree of competition was limited
and the lowest cost was not the decisive factor for contract award. There was only one

open request for proposals

in the four project funding contracts studied. Contracting

awards were always made to the same organizations, according to the executive directors.

With regard to the Manitoba core funding contracts, there were no submissions of
proposals required, no solicitation of bids and no tendering. Some of the contracts were
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for three or four year terms. All of the contracts had a high certainty of renewal. The
predictability and continuity of the core funding contracts were very high. In addition,
several executive directors reported that their organizations were the only ones or were
among only a few organizations that could provide the type of services being purchased.
There was no true competitive private market existing for social services in this study.

Hence, the findings of the current study are quite consistent with the results of
several empirical studies (Kettner
Panet

& Trebiloack,

& Martin,

1994; Malka, 1990; Mankintosh, 2000;

1998; Van Slyke, 2003) that examined social service contracting

between govefirment and voluntary organizations. These studies concluded that the
standard market model of POSC did not apply to the social services

executive directors

field. Actually, most

in the current study perceived that their service

government could be best categonzed as cooperative contracting (9
81.8%) instead

contracting with

of

11 contracts,

of competitive contracting or negotiated contracting, even though the

federal project contracts followed some components of the competition principle.

Financial arranqements and resource dependency theor)¡

Gronbjerg (1993) has proposed

a

basic hypothesis from the literature on resources

dependency theory. This hypothesis suggests that, "the organizations institutionalized

their dependencies on particular funding sources but differed in their effort and abilities
to maximize or control them" (p. 9a). The persistent pattern of reliance on the stable core

funding contracts by some of the voluntary social services organizations in this study
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supports this proposition. Most voluntary organizations made efforts, including

complying

with contract

requirements and accountability reporting and building

relationships with the contracting government,

in order to sustain these core funding

contracts, even though they complained about the problematic insuffrciency

contract funding.

of

the

In the mean time, the voluntary organizations used a variety of

strategies to deal with the uncertainty caused by the insufÍicient level of funding. They

tried to diversify their funding sources, build coalitions with the other organizations to
negotiate with government and so

on. With

regard to the unstable project contract

funding, especially the unpredictable funding from the SCPI program, the organizations
tried hard to replace this funding and reduce their dependence on
organization

did

succeed

in building

it.

However, only one

extensive donor bases and therefore avoiding

reliance on government as their major funding source. Other organizations found it

difficult to replace the high level of govemment funding.

Hence, this study indicates that the financial anangements of contract funding had
impacts on the voluntary organizations. Overall, this study is consistent with the finding

of Kramer's and Grossman's (1987)

research that the uncertainties and rigidities

of

government contract funding affected voluntary organizations because of the time limited
character of contract funding and recurrence of underfunding. The time limited character

apparently existed in the federal project contracts. The recurrence of the underfunding
was reported in both project funding contracts and core funding contracts. In most of the
contracts, the government involved imposed a high level of cost sharing on the voluntary

organizalions and ignored the need for funding for the transaction costs involved in
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contract management. Moreover, the governments exercised high demands for meeting

financial accountability requirements on the voluntary organizations. However, the
impact varied between the core funding contracts and the project funding contracts,
because

of the

differences

in the level of uncertainty and in the

dependence

of the

voluntary organizations on the particular contract.

5.1.2.

Thecontractingrelationship

The contracting partnership

The results of this study were consistent with "the third part government" theory
posited by Salamon (1995). The government was unable to be a direct service provider

for services mandated by policy, regulation or legislation. Hence, the voluntary social
services organizations and the govemments that were studied engaged

in a contractual

relationship to provide the needed social services to the target clients and communities.
The govemment held the power in deciding upon the expenditure of public funds and in
exercising their authority to monitoring the performance of the voluntary organizations.

However, this study reveals that the mutual dependence and the equality

of

this

contracting partnership varied according to the different types of POSC.

The contracting relationship involved in the federal competitive project contracts
resembled a vendor type of relationship. The voluntary organizations were treated as

vendor agencies of government instead of as partners. However, the impact of this
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vendorism contracting relationship on the management and bureaucratization

of

the

voluntary organizations was limited because control in project contracts emphasized only
the financial aspects of contracted programs. ln addition, because of the uncertainty and

relatively small scale of funding involved, most of the voluntary organizations (three of
four,

7

5o/o)

in this study did not rely on project contracts

as

their major funding sources

of

revenue. Hence, the impact of the federal project contracts on the voluntary organization
was

limited. This vendorism contracting relationship did not transform the voluntary

organizations into "quasi-government" agencies in this study.

With regard to the Manitoba core funding contracts, the contracting partnership
between the voluntary organization and the Manitoba goverlrment was mutually

dependent. On the one hand, the govemment strongly relied on the voluntary
organizations to deliver the needed services. On the other hand, the existence of the

voluntary organization would be threatened without the government funding. Even
though the voluntary organizations

in this study were

dependent on the government

contract funding, this contracting partnership was not perceived as having caused damage

to the autonomy of these voluntary organizations or having changed their original goals
and missions, according to the reports of the executive directors. Part of reason was that

most of the contracting government agencies did not articulate adequate service standards

and did not implement adequate contract monitoring. The comprehensive service
contracting control on voluntary organizations described

in the literature (Lipsky &

Smith, 1990) was absent in most of the core funding contracts studied. The other reason

that the contracting partnership did not damage organizational autonomy was that the
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voluntary orgaîizations studied had significant histories and firm foundations in their
communities. Many executive directors emphasized that their organizations' connections

with the community had an impact on the decision making of their organization, because
their organizations had to consider the expectations and requirements of other funders in

the community, maintain their networking relationships with other organizations, and
also respond to their clients and community needs. The executive directors perceived
that their organizations were autonomous in determining whether they would enter into a

contracting relationship with the government. Their choices were based on the fact that

the government had the same goals and expectations for service provision as the
organizations

did. The organizations did not become vendor agencies of the contracting

government. Only the executive director of the \ryomen's resource centre expressed that
the contracting relationship had had important impacts on her or his organization. The
government was seen to have had too much control on client eligibility criteria, service

delivery, and even the administration and governance of the organization. However, the

organization

still

successfully resisted becoming

a

government vendor agency, by

diversifoing its funding sources and reducing its dependence on government contract
funding.

Hence, the results of this study are helpful for illuminating and understanding the

nature of the contracting partnership described by Salamon (1995) in his "third party

government"

theory. The impact of the contracting relationship on the voluntary

organizations was affected by many factors, including the type

involved, the characteristics

of the voluntary
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of the service contract

organizations involved, the level of

articulation of standards in the service field, the contract monitoring performance of the
government, the level of organizational dependence on the contract funding, and the level

of

govemment reliance on the voluntary organizations for providing services. The

existence of the "quasi-government" agency resulting from a contracting partnership was

not confirmed by the executive directors in this study.

Power imbalance

Salamon (1995) expressed concerns about the power imbalance in the government-

voluntary organizations contracting partnership and
organizations, because

study, most

its impact on the

voluntary

of governments' funding and legtimization authority. In

of the executive directors perceived extreme power imbalance in

this

their

organizations' contracting relationships with govemments. Their major concerns were

the absolute power of the govemments in determining the level of funding and in
awarding the contracts. Service standardization and accountability issues were not seen
as problematic

for most of the voluntary organizations, except for the \¡omen's resource

centre. Most executive directors asserted their organizations' autonomy, even though
they did complain about the extreme power imbalance in their contract partnerships with

the govemments. The organizations might not have autonomy in deciding upon staff
sizes, service expansion or expenditures because the government had most of the control

over their finances. However, most voluntary organizations insisted that they had
autonomy

in

service provision and organizational operations.

In addition, many

executive directors emphasized the efforts of their organizations to diversifli their funding
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sources

in order to balance the contracting government's financial control. Only two

executive directors (25%) in this study claimed that their organizations had "equal" and
"adequate" power in their government contracting relationship. They were the largest
organizations in this study and had significant funding from other sources (approximately
30o/o and 50%

of their annual operating revenues). The results of this study also indicate

that granting clients discretion over where to obtain services and/or giving the voluntary
organizations autonomy

balancing the power

in deciding on ciient eligibility criteria would contribute to

in the govemment and voluntary organization contracting

partnership.

In conclusion, the findings of this study conform with Salmon's (1995) theory and
Lipsky's & Smith's (1990) research findings regarding the power imbalance existing in
the government-voluntary organizations contracting relationship. However, this study
demonstrated that the power imbalance was perceived as being expressed in the specific
areas

of funding levels and contract awards. The increasing overall

governments

dominance of

in affecting the characters of contracting voluntary organizations was not

seen as salient by most executive directors in this current study.

Collaborative partnership

s

This study adopted three major dimensions from the work of Mattessich and
Monsey (1992; cited

in Austin, 2003, p103) to

examine the level

of

collaborative

partnerships existing in the govemment-voluntary organization contracting relationship.
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These three dimensions included:

(i)

shared values, expectations and outcomes, (2) the

time committed to building trust and promoting participatory probiem solving, and (3)
the adequacy of financial and human resources to implement collaborative partnerships.
The results indicate that the level of the collaborative relationships varied according to

the type of service contract. According to the four executive directors whose
organization had federal project funding contracts, there was no collaborative partnership
present in their contracting relationship with the federal govemment.

executive directors (one third

In contrast, two

of six) whose organizations had core funding

contracts

affirmed that there was at least a minimal collaborative partnership present.

Most executive directors indicated that their organizations had the same values,
expectations, and desired outcomes as the contracting govemment (75%

for

federal

project funding contracts, 83.3% for Manitoba core funding contracts). However, no
more than one third of executive directors (25o/o for federal project contracts, 33.3o/o fot

Manitoba core funding contracts) confirmed that the time commitment necessary for

building trust and promoting participatory problem solving \ryas present

in

their

contracting relationship. Moreovar,zrto executive directors reported that there were
adequate financial and human resources to carry out a collaborative relationship

in either

type of service contract.

Austin (2003) argued that strengthening the public-nonprofit sector partnership
should leave behind the old "audited" model of contract compliance activities and move

into the new "partner" model of shared values, expectation, and outcomes. However, the
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results of this study indicate that only "sharing values, expectation, and outcomes" does

not necessarily lead to the development of a collaborative partnership. Several executive
directors indicated that "the adequacy of financial and human resources to carry out the
partnership" was the most necessary ingredient for building a collaborative partnership.

In addition, the time for building trust and problem solving could not be neglected.

5.1.3.

The impact of POSC

General

This study demonstrated a different result from Scott's (2003) argument that POSC
imposed more goveniment control over the voluntary organizations than grant funding.

Scott (2003) indicated that govenrment grant funding allows voluntary organizations
more flexibility to pursue their mission, enhance their capacities, and provide service to
the community. The findings of the current study did not support Scott's finding.

First, two of the three organizations that encountered funding changes from grants

to purchase of service contracts reported that there was no significant difference in
goverlìment control between these two types of funding, except for financial reporting
requirements.

No other

changes,

in

client eligibility, access

to

procedures, staff qualifications, program performance reporting,
requirements, occurred because of the alteration

services, service

or in

expenditure

in government funding methods. In

addition, another organization that provided maternity home services to pregnant women

-265

-

emphasized that, after the initiation of POSC with the govemment, their client eligibility

criteria were broadened; service access was enhanced; and the financial reporting was

simplified. This organization had more autonomy and independence to make decisions
about their services after initiation of the contract.

Second, in the current study, the comparisons of the two different types

of

contracts-the core funding contract and the project funding contract- reveals that the
most important distinction in impacts on voluntary organizations is between project

funding and core funding, and not between POSC funding and grant funding. This result
supports a similar finding of the NSNVO research, titled"The Capacity to Serve: A

Qualítative Study of the Challenges Facing Canada's Nonprofit and Voluntary
Organizations" (Canadian Centre for Philanthtopy, 2003). It demonstrated the problems
of project funding, including the inability to support infrastructure and the limitation on
organizational autonomy and independence involved in project funding. The executive

director from the women's resource centre mentioned that federal grant funding for a
specific project could be more controlling and problematic than the core funding contract

from the Manitoba government. This is because obtaining the former required her or his
organization to modi$r its proposal in order to fit the federal goverrment's priority.

This study is consistent with some of the results of Scott's (2003) research related
to the impact of the funding method, but oniy for the project contracts, and especially for
those from the SCPI program. The consistencies include delays in contract awarding,
increasing conditions attached to the receipt and expenditure of govemment funds and the
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experience

of significant

coordination

administrative difficulties stemming from the timing and

of contract funding arrangements. However, this study is not consistent

with other results of Scott's research (2003) that indicated that the accountability of
voluntary organizations to funders was detracting from their accountability to clients,
members and communities. The organizations in the current study did not perceive that

their services and connections to the community and clients or their advocacy for them
had been decreased because

of POSC. Most of them did not

encounter increased

difficulty in recruiting and supporting volunteers after the initiation of a govemment
POSC. Actually, the receipt of contract funding gave them the capacity to expand their
volunteer base.

Lispsky and Smith (1990) suggested that, through the service contracting
relationship, the contradictory govemment principles that emphasize both accountability
and equality would transform the voluntary organizations and affect their responsiveness

to the community. This proposition is not supported by this current study. No impact of
these conflicting objectives on staff, clients, programs and facilities, was evident in the

current study as it was in Brown's and Trout's (2003) research, which was conducted in
the same locale.

Goal distortion/defl ection

This study indicates that service contracting has not resulted in deflection or
distortion of the goals of the voluntary organizations studied. The goals stated in the
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government contracts v/ere reported to be consistent with the missions of the voluntary

organizations. Contract funding was recognized by most organizations as beneficial for
expanding their services. Only two organizations reported problematic service changes

related to POSC, but the contracts did not cause the organizations to abandon their
original goals or mission statements. This study also demonstrates that other important

factors

in the policy, economic,

and community environments

of the voluntary

organizations had more of an impact on changes of the organizations' missions, services,
and programs than did the POSCs. Several executive directors emphasized the discretion

and initiative used by their organizations to identifo needs and respond with changes.
They saw their organizations as autonomous in making these decisions and responding to
clients and community needs. Overall, this study supports Kramer's (1993) view that

goal distortion

or

deflection resulting from POSC was exaggerated. Certain

organizational changes would occur under POSC because of its particular administrative

and accountability requirements, but this does not necessarily include goal deflection
(Kramer, 1994,p.50).

On the one hand, the experience of the majority of the organizations in this study

did not support the finding of Kraft's and Gibelman's case study (1998) that

POSC

transformed a grass roots, community-based, and multi-function organization, whose

original goal was to provide preventive youth services, into a quasi-public agent of
government with limited client eligibility criterion. On the other hand, the distinguishing

women's resource centre case in the current study strongly indicated that their POSC did
not support the prevention model upon which their services were based. To the contrary,
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the government contracts focused on a reactive service model that was based on

a

therapeutic approach. Hence, their service contract was very much restricted to client

eligibility and counselling services that focus on domestic violence, while
organization intended to prevent women from being trapped

the

in poverty and abusive

relationships. The experience of this women's resource centre in the current study is not
entirely consistent with the case studied by Kraft and Gibelman, because the women's
resources centre tried to diversify its funding

to support programs not covered by the

contract and struggled to maintain its autonomy. However, this comparison raises one

question

for fuither study-"Will

POSC

with governments have more impact

on

voluntary social services organizations that have prevention as their primary mission and
goal, because of the conflicting services models between prevention (from the voluntary
organizations) and reaction (from the governments)?"

Autonomy

In this study, the impact of POSC on the autonomy of voluntary organizations was

found to be more associated with the receipt of contract funding than with service
standardization and control involved in POSC. First, the current study demonstrates that
service standardization and goveÍtment control were reported to be limited in most of the
investigated contracts, in terms of client access to services, staff qualifications, program

and service definitions, program administration, organizational governance, and the
nature

of physical facilities. Limitations on

autonomy

in these areas

were not the

concerns of the executive directors. The experience of most organizations in the current
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study did not support Lipsky's and Smith's (1990) suggestions that under servlce
contracting the govemment enforces client eligibility standards, pushes agencies to
expand their client

mix and requires agencies to provide services

according to

goverlrment priorities. The distinguishing case of the women's resource centre is the

only exception. Overall, the findings of the current study are consistent with Brown's
and Troutt's finding that a more mature and trust-based relationship seemed to be

evolving between governments and voluntary organízations because of the gradual
balancing of the objectives between both parties. The current study suggests that service
standardization was associated more with the policy development and capacity of the
relevant govemment authority than with service contracting, per se.

Second, this study indicates that the financial support involved in POSC was seen to

be essential to organizalional autonomy related to decision making about
expansion, staff increases, and planning. The stability

funding contracts benehted the autonomy

service

of the funding from the

of the voluntary organization in

core

service

provision. Receipt of new contract funding enabled the voluntary organizations to hire
staff teams and expand their services. Most organizations claimed that the funding from

POSC had positive impacts on their relationships with the community and other
organizations. However, the turbulence of the project funding contracts was problematic

for service continuity and planning. The restrictive funding involved also had negative
impacts on the services delivered by the women's resource centre, according to its
executive director.
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Overall, the current study does not support the findings of research by NowlandForeman (1998), Hardina (1990), and McFarlane and Roch

(1999). The results of

Nowland-Foreman's study (1998) suggest that, voluntary organizations were no longer
seen as autonomous representatives

of communities

because

of POSC. However, the

current study indicated that the identity of the voluntary organizations as autonomous
organizations in the community was not seen to be changed because of POSC. But,
according to executive directors, the community did recognize POSC as the partnership

of the voluntary organizatíons with governments. Consequently,

POSC gave the

voluntary organízations the positive image of "credible" organizations. The discovery in
Hardina's study that POSC limited organizational flexibility to respond to client needs is

not supported by the experience of most of the voluntary organizations in the current
study, except for the women's resource centre. POSC was not perceived by the voluntary
organizatíons as interfering

with their ability to perform advocacy. In addition,

the

current study is not consistent with the results of McFarlane's and Roch's (1999) survey,

which indicated that "a small but significant portion of organizations reported that their
funding affangements with goverrlments leave them with no autonomy" (p. 14).

However, most voluntary organizations (75%) in the current study affirmed that the

autonomy

of their

organizations had not been affected

or impaired by POSC with

govemment. This result supports Horch's (1992, cited in Kramer, 1994, p.50) conclusion

that "the control of govemment funding on the behaviour of nonprofit organizations is
much less than is commonly believed." Five executive directors (62.5%) indicated that
there were other factors that had more impact on the autonomy of their organizations than
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service contracting

did.

These include the requirements

of other funding sources, the

requirements of affiliated religious denomination, public image, community networking,
and mergers with the other organizations.

Accountabilit)¡

Overall, this study does not reveal the unnecessarily burdersome accountability
requirements and monitoring procedure reported by other studies (Lipsky

McFarlane

&

& Smith,

1990;

Roach, 1999; Berstein, 1991). First, federal project funding contract

reporting requirements were very basic for both financial reporting and program output

reporting. Manitoba govenìment core funding contract reporting requirements were more
demanding

with regard to complex financial reporting and overall

organizational

information. However, many of these contracts ignored program reporting. Morevoer, in
many of these core funding contracts there was some flexibility for negotiating the format

of financial reporting and the requirements for organizational information reporting were
almost never actually implemented. Consequently, there was far less reporting done in

the Manitoba govemment core funding contracts than in the federal project funding
contracts. In addition, given the fact of extremely limited site visits, reviews and audits

performed

by the contracting goveffrment

agencies,

the Manitoba government's

inclination and capacity to monitor contract performance and organizational management
can be questioned. The results of other studies

Van Slyke, 2003)

that govemment capacity limitations in

contract

for establishing effective evaluation and monitoring

systems,

discovered

management, especially

(Austin, 2003; Johnston & Romzek, 1999;

a.7a

was the essential challenge

in

contracting relationships between governments and

voluntary organizations. However, the current study did not investigate the contracting
goveÍlment agencies. Further research is needed for understanding the actual factors that
affects the government's implementation of contract monitoring.

Second, most executive directors did not perceive that the accountably requirements

contained in the service contracts had imposed excessive work on their organizations,

and, consequently, these requirements did not affect their organizations' ability to
responded to the needs of their clients and community. Only the executive director from

the women's resource centre indicated that the accountability requirements and the
complicated monitoring procedures of AAR as well as the forensic audit had a significant

impact on the flexibility and responsiveness of her or his organization to respond to client
and community needs. This was because the organization was not funded adequately to

comply with these contract reporting requirements.

Seven organizations (87.5%) affirmed that the impact

of the accountability

requirements had been beneficial for their organizations because these requirements gave

their organizations credibility, a reputation for integrity and enhanced public trust.
However, most organizations (62.5%) did not receive resources and assistance from the
goverrment to support the costs of compliance with accountability requirements. This

finding supports the suggestion of other researchers (Austin, 2003; Johnston & Romzek,
1999; Van Slyke, 2003) that voluntary organizations welcome appropriate accountability
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requirements, but expect governments to provide sufficient resources to develop and
implement accountability measures.

Devoluntarization

Managing service contracts did centralize the control of the executive directors
because

of their role and the work required of them in

contract procurement and

reporting. This is consistent with Gronbjetg's (1991) finding. However, given the
limited contract service standardization and monitoring implementaion demonstrated in
the current study,

it is not surprising that purchase of service

contracts were not able to

significantly rigidify the hierarchical structure of the voluntary organizations or catalyze
a devoluntanzation process. The impact of POSC on the structure of some voluntary
organizations resulted from the need for effective organizational management because

organizational

growth. The receipt of a significant amount of new funding

of

when

contracting with government caused rapid staff increases. These changes were associated

with the amount of funding they received, regardless of the type or the source of the
funding.

The program reporting and monitoring procedures involved in the purchase of
service contracts in the current study were limited. Hence, managing service contracts

would not have too much impact on the role of managers. Four organizations reported
that no major changes in administrative procedures related to record keeping were related

to managing contracts over the past number of years. Another three executive directors
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emphasized that any changes in administrative record keeping procedures related to the
contracts were not at all problematic for their organizations. Only one executive director

indicated that the major changes in record keeping related to POSC resulted in a lot of

work. Therefore,

these findings do not effectively support Gronbjerg's (1991) conclusion

that complicated and demanding management tasks imposed by the public funder through
contracts promote devolunatri zation in the voluntary organizations.

This study indicated that service contracting did not diminish the roles of volunteers

in most of the voluntary

organizations (87.5%)

in this study. The capacity to use

volunteers was reported to be enhanced in three organizations (37.5%), because of the
stable operations and staffing supported by the continuity of the contract funding. Six

executive directors (62.5%) reported that the qualifications and functions

of

board

members did not change in any major ways because of managing contracts, except for

requiring that the board sign the government contracts with the governments' However,

five executive directors did emphasize that the growth of their organizations had resulted
in the operation and daily management of their organizations by the staffs instead of their
voiunteer boards. This change was associated with the receipt of a significant amount

of

new funding, which resulted inorganizational growth.

Formalization

The resuits of this study reveal that the formalization of the

voluntary organizations was seen as more directly associated with organizatíonal growth,
the expectations of other stakeholder such as funders other then governments, and the
presence of the relevant regulations, rather than
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with POSC, per se. Two of these factors

enabled the voluntary
were associated with the receipt of funding. The funding increase

the need for
organizations to hire more staff and expand their services. Consequently,
enhanced intemal management

of the organizations promoted formalization'

Funders

that had an impact on
other than goveÍiments were also seen as important stakeholders
funders required that the
the formali zationof the voluntary organizations, because these
through
voluntary organizations demonstrated their credibility and accountability

formalized organizational operations, procedures and reporting related

to

funding

He argued that control
applications. These findings support Ktamer's (lgg4) suggestion'

but also from other
over nonprofit organizations did not only come from governments,

normal otganízation life
donors, and that the institutionalization process might be the
from the maternity home
cycle for any organi zation. The report of the executive director
about the formali zationstages of her or

his organization revealed that the fotmalízatíon of

the expectable
the voluntary organízation seemed to be related to progression through
receipt of critical funding'
developmental stages of the voluntary organizatíons after the

The finding of this study indicating that the formalization of the voluntary
organizational development after
organizattons was strongly associated with their normal

of organizational life
the receipt of critical funding seems to be supported by the theory

cycle stages proposed by Hansfields and schmid

(i989). They suggested that

and natural evolution of
formalization and bureaucratization seem to be an unavoidable

social services organizations in their life cycle.

Posc

cannot be the oniy independent

The results of this
factor accounting for the formalization of the voluntary organizations.

following increase in staff
study indicate that the receipt of substantiai funding and the
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of the
size and service provision were the important catalysts for the formalization
voluntary or ganizatíons studied.

Bureaucratization

This study indicates that service contracting did

have

because of the contract
impacts on the bureaucratízatíon of the voluntary organizations
contracting relationship
procurement process, the contract reporting requirements and the

with governments. However, this impact on bureaucralization of the voluntary
their direct interaction
organizations was seen as being limited to the areas involving

with

contracting requirements
the contracting government. In order to meet the government

the contract management
related to contract procurement, reporting and accountability,
making structure had
role and responsibility were centralized; the organizationaldecision

the written
to be altered to become somehow hierarchical for the concem of liability;
documentation

in administration was also increased

because

of the requirements for

support Gronbjerg's
proposal submission and contract reporting. This finding seems to
tasks
(1991) finding about increased centralized management control and administrative
and contract phase and
resulting from the two major phases of contracting-the proposal

the operating and reporting phase.

the accountability
However, the funding procedures from other revenue sources and
the bureaucratization of the
requirements of other funders also had important impacts on
(1995) suggestion that
voluntary organízatíons. This finding is consistent with Salamon',s

financial control also
the pressure for improved organi zational management and tighter
of government' The level
came from the requirements of private funding sources instead
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of

impact varied according

to the level of

resource dependence

of the voluntary

involved' and the
organization on a particular funder, the kinds of funding requirements
one particular funder the
reporting requirements of the funder. The more dependent on

funder that was
voluntary organization was, the more the impact from the relevant
complex funding procedure
experienced by the voluntary organízatron. In addition, more
certainly
and more reporting requirements imposed on the voluntary otganizations
demanded higher levels

btreauatization

of

management efforts and involved more impact on the

of the voluntary organizations. This finding also supported by

perspective on resource dependency articulated

by

the

Gronbjeg (1993) and Geoffery

the source of
Vickers (cited in Kramer and Grossman, 1987). They suggested that
resources provides the critical context

within which voluntary organizations operate and

determines their decision making behaviours'

Professionalization

All of the organizations

claimed

to have become

more

that the impact
professional izationed. However, the findings of this study indicate

of

delivery might be minor'
service contracting on organizational management and service

mainly expressed
in comparison with the effects of other factors. This minor impact was
and
in relation to organizational management activities focused on obtaining contracts

was less affected because
complying with accountability requirements. Service delivery

However, this study
purchase of service contracts did not require staff standardization.

professionalization
reveals that other factors had significant impact on the

of

the

of professionalization
voluntary organizations. These factors included the development
met in order to
in the mental disabilities service field, the qualifications which had to be
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supports
obtain liabitity insurance, and client and community needs' This finding

the major trend in
Salamon,s (1995) argument that increased professionalization has been
came from
many social service fields and that the pressure for more professionalization

professionalization
the voluntary sector instead of from governments. The impact of
caused

by pOSC on the voluntary

organization was therefore overstated

by

many

observers.

In

conclusion, the major concem about the transformation

of the voluntary

otganizations into
organizations from mission oriented, independent, and grassroots
agencies through POSC,
dependent, bureaucratic and institutionalized quasi-govemment

of this study
which motivated this study,-was not supported by the findings. The results
social services
did indicate that Posc had some impacts on voluntary, community based,

organizations, especially related

to funding levels, staff size increases and service

governance
expansion. In one distinguishing cases, service delivery and organizational

the voluntary
were also affected by POSC. However, the overall transformation of
organízations through POSC was

not nearly as powerful as stated in the literature

(Wolch,1990; Salamon I995;Rekart, IggT) according to the findings of this study'

access to
First, service standardizationand government control with regard to client

program administration'
services, staff qualifications, program and service definitions,

in most of the investigated contracts'

and organi zalional governance were limited

not perceived as
Second, contract monitoring and accountability requirements were
organizations
problematic by most of the organizalions studied. Finally, the voluntary
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involved did not perceive that their mission, autonomy, response to the client and
community needs, volunteer participation,

or the hierarchical

structure

of

their

pointed
organizations were strongly affected by POSC. Instead, the executive directors

out other factors in their economy, policy, networking and financial environments and
on
related to intemal organizational growth and development had more decisive impacts

the formalization, bureaucratization, and professionalization of their
However, the executive directors emphasized the resilience

of their

organizations'

otganizations to

maintain themselves as independent, community-based, non-hierarchical social services
organizations that responded to the needs of their clients and communities.

5.2 Contributions to theory: the revised conceptual

model

According to the findings of this study, the original conceptual model developed
is
through the literature review should be revised. The revised conceptual model

displayed in Figure

D.

In this revised conceptual model, POSC is still identified as

an

important instrument in defining the relationship between goveffìments and voluntary

of POSC
social services organizations. However, the range and strength of the impacts
and
on voluntary organizations are portrayed as directly affected by the contract award

by
management procedure of the relevant goverïìment authority and indirectly influenced
the relevant policy and legal parameters that guide these government agencies. In
addition, the revised model identifies other important factors that influence characteristics

in voluntary social services organizations which were previously thought to result from
POSC. These other factors include other revenue sources, client and community needs,
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Figure D. The Revised Conceptual Model
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organizational networks and coalitions, and organizational growth and development.
These factors affect the voluntary organizations in the areas of goal deflection/distortion,
autonomy, accountability, and devoluntari zation..

First, this revised model distinguishes the essential role of the relevant government
agency in directing the operation of POSC and in shaping the contracting relationship.
Even though the purchase of service contract could be a useful tool to clearly define the

contracting relationship, the operation

of the relevant

govemment authority, in

developing service standards, implementing contract award and monitoring processes and

in making appropriate funding affangements, determines the actual practice of

POSC.

Consequently, governments' contract practices have a decisive influence on the extent

of

the impact of POSC on the voluntary social services organizations. For example, the

Adult Service Branch (ASB) of the MFSH had developed only limited service standards

in their

contracted programs. The

ASB also lacked any program reporting

and

monitoring requirements, except for those related to financial accountability. In addition,
the ASB provided relatively flexible core funding. As a result, the impact of POSC on

the voluntary organizations involved was so limited as to almost be non-existant.
However, the case of the women's resource centre was extremely different. The FVPB

had used the purchase of service contract to require the women's resource centre to

provide the contracted services and
procedures defined

to operate the organization

according

in its standards manual. The FVPB implemented

to

the

comprehensive

reviews and audits, not only of the financial aspects of the organizations, but also of

program operating procedures, organizational administration
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and

organizational

governance. The core funding of this women's resource centre's contract was also
restrictive, because the FVPB contract funding anangements did not give the voluntary
organization flexibility

in determining program expenditures. Finally, the impact of

POSC was perceived as not only critical, but also problematic.

On the one hand, the capacity of the relevant government agerrcy had a direct
impact on the contractual relationship between the govemment and the voluntary
organizations and on the operation of the purchase

of service contract. On the other

hand, the relevant government agency could directly affect the voluntary organizations,

outside of the purchase of service contract. For example, in this study, the voluntary
organizations in the mental disabilities service field received significant funding support

from the government agency to stabilize their staff. This funding did not flow through
POSC, and

it

was given as a subsidy by the govemment through an independent

application procedure. In addition, the maternity home in the sample was required by the
relevant goverrlment agency to comply with the requirements of residential care facilities
licensing, but not through POSC. These residential licensing requirements had more
impact on the organization's operations than POSC did. This revised model distinguishes

the essential influence of the relevant government agencies and the relevant social
policies, legislation and regulations on the voluntary organizations from the influences

of

POSC. Certainly, these influences can effectively flow through a purchase of service
contract as in the case of the women's resources centre. However, other pathways are
also possible.
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Second, the government-voluntary organization contracting relationship and the
types of POSC are closely interrelated. The review of the standardized contract formats
developed by the contracting government agencies revealed that the ideology and the

intention of the govemment agency to set up a particular type of contracting relationship

influenced the parameters

of their purchase of

service contracts. However, the

relationship tended to be developed or refined through the actual operation of POSC.

The federal government was seen to operate a vendor type of contracting relationship

with the voluntary organizations, in comparison with the Manitoba government. This
study demonstrates that there are two distinct types of POSC-core funding contracting
and project funding contracting. They correspond to two different types of contracting

relationships-a vendor model and a partnership model. However, the partnership model
can be placed along

a

continuum

with different

degrees

of

equality and mutual

collaboration characterizing the partnership. Together, the contracting reiationship and
the operation of POSC have impacts on the voluntary organizations.

Finally, in addition to contract models, contracting relationships, the practices of
government agencies

in contract award and monitoring,

and policies, legislation and

regulations, the revised conceptual model identifies four additional elements, which can
have important and direct impacts on the voluntary organizations. They include other
revenue sources, client and community needs, organizational networks and coalitions,
and organizational growth and development. Financial support has been recognized in

this study as an essential factor that affects the autonomy of voluntary organizations in
their ability to provide services, to expand, to hire and retain staff, and to plan. Different
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revenue instruments and funders have different requirements and reporting systems.
Consequently, the characteristic of the revenue source affects the voluntary organizations.

Organizational networks

and coalitions have impacts on promoting

service

standardization in the particular service field, negotiating funding with governments, and

participating

in or

advocating for policy developments. The needs

of clients and

communities were also mentioned by many executive directors as important factors

guiding organizational changes. Some executive directors emphasized that changing
client needs in this society required more specialized and professional services. Finally,

formalization

of

voluntary organizations

is the expectable

organizational development resulting from the receipt

progression through

of critical funding.

Funding

increases enable voluntary organizations to hire staffand expand services. The need for

the internal management of larger organizations promoted formalization. In addition,
more liability and insurance issues were also involved in service delivery. Consequently,
these affected the organization in the areas of formalization and professionalization.

The positive impacts on POSC on voluntary organizations are also recognized in
this revised conceptual model. They include: (1) The receipt of contract funding enables
the voluntary organization to expand its services. (2) The predictabiiity and continuity

of

some contract funding enhance voluntary organizations' stability and sustainability; and

it is also beneficial for orgatizational

planning. (3) The contract accountability and

reporting requirements establish voluntary organizations' credibility in the community
and enhanced public trust; this good image and reputation enable voluntary organizations

to

access other community resources.

(a) The increased staff resulting from contract
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funding gives voluntary organizations the capacity to recruit and train volunteers, to form
organizational networks and partnerships with other organizations, and to participate in
government committees. (5) The goals and service definitions articulated in contracts are
sometimes helpful for the voluntary organizations to define and clarify the direction

of

their service delivery.

5.3 Implications for further

research

In this section, some recommendations are proposed for further research, including
the improvement of sampling strategy to recognize the dichotomy of service contract
models, altemative research designs for understanding the impacts of POSC, the use of
comparison studies and longitudinal studies for particular research issues, improvements

in data collection methods related to contract financial information, the inclusion of the
goveÍtment agency's perspective, and research on contracted services associated with
standards manuals.

The improvement of sampling strateqy

In the current study, a dichotomy of different types of POSC emerged from the
analysis of the data. The components and implications of these two types of POSC are

also explored and identified in the findings. However, considering the limited sample
studied, fuither research is needed to more fully understand this dichotomy. Samples for

further research could be significantly increased to include project and core funding
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contracts from different levels of governments-the federal, provincial, and municipal
governments. The current study provides limited empirical knowledge about the practice
of project funding contracts from the Government of Manitoba and core funding contract

from the federal government. The sampling strategy proposed for further studies can
enhance the understanding

of various POSC models established by different levels of

governments, the contracting relationships built based on these contracting models and

their impacts on the voluntary organizations.

The impact of POSC

"How should the impact of POSC be defined?" and "How should the level of
impact of POSC be measured?" are the most challenging issues in this area of study.

Available theories and empirical studies are very limited. However, this study was
designed to answer the first question-"how to define the impact of POSC?"----on four

major areas

of

organizational functioning, including goal distortion, autonomy,

accountability, and devoluntarization. This study also tried

question-"How to measure the level of the impact of POSC?"

to

answer the second

based on the perceptions

and experiences of the executive directors with regard to questions focused on multiple

dimensions developed from the literature

review. This study used an

exploratory

qualitative research design to discover the broad range of dimensions of this complicated
research issue. Based on the findings of this study several recommendations can be made

for fuither research.
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First, the scope of the research could focus in depth on one particular impact of

POSC,

for

example, goal distortion, autonomy, accountability, formalization,

professionalization, and so on. This approach would have the advantage of furthering the
comprehensive, in-depth understanding

of

themes discovered from the findings

of this proposed study could be helpful

each complicated conceptual issue. The

in

constructing the conceptual research framework for each aspect of the impact of POSC.

Second, future research could include different informants according

to

the

particular aspect of the impact of POSC being studied. For example, in studying the
autonomy of voluntary organizations, the research should include different levels of staff,

board members, members

of the organizations and important

organizational and

community partners. Because organizational autonomy is a relative concept, people in

different positions might have different experiences, interests, and

perspectives.

Frontline staff or staff in middle management positions might experience the impact of

POSC on organizational autonomy related

to direct service delivery and program

management. Board members and members of the organizations might have different

views

of

organizational autonomy regarding organizational mission, governance and

planning. Organizational and community partners could provide a perspective outside
the organization. In studying goal deflection/distortion, the research could include the
perspectives

of clients, past board members, long term frontline staff and community

members. They might have different interpretations of the organizational missions and
goals, variant assessments of the changes in services and programs resulting from POSC,
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and particular expectations within contracts. The credibility of the research would be
greatly enhanced.

Finally, an extensive literature review on each area of the impact of POSC is needed

in order to define the content and scope of
voluntary organizations

each

area. For example, advocacy by

is a very important function of

representing community interests. The practice

of

voluntary organization in

advocacy

is

also an important

indicator of the autonomy of voluntary organization. However, advocacy is a very
complicated concept. There are different types

of advocacy, including collective

or

group advocacy, self advocacy, paid independent or professional advocacy, citizen
advocacy, system advocacy and legislative or regulatory advocacy.
question "which types of advocacy

To answer

the

will be most affected by POSC and to what extent?"

will require a more comprehensive review of literature on advocacy in order to construct
the framework of the proposed study.

The comparison study of erant fundine and POSC fundine

The current study discovered a different result than Scott's (2003) suggestion that

POSC imposed more govemment control over voluntary organizations than grant

funding. A future comparison study of grant funding and POSC funding would be
helpful to test the alternate hypothesis developed from the findings of the current study,
that, "POSC funding from govemment does not impose more government control over

voluntary organizations than goverriment grant funding does". Consequently, there is
hypothesized

to be no

significant difference between the impacts
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on voluntary

organizations

of POSC and grant funding. This kind of comparison study could be

implemented with a sample of organizations that had experienced both grant funding and

POSC funding for the same types of programs. This comparison study can also be
designed

to investigate the effects of core funding and project funding, whether it

is

delivered through grants or contracts. Hence, this proposed study can test whether any
significant impact on the voluntary organizations related to the difference between grant
and POSC funding or, actually, to the difference between core and project funding.

In this study, the Manitoba govemment did not seem to effectively implement
contract monitoring procedures. The lack of resources to set up the infrastructure and
human resources to perform contract monitoring might be one of the reasons. This issue

of govemment's capacity in awarding and monitoring contracts raises another interesting
research

A

theme-"Is grant funding more cost effectives for governments than POSC?".

comparison study regarding the costs and benefits

of grant funding versus POSC

would therefore be valuable.

The loneitudinal case study of the voluntary social service organizations with primarv
goals ofprevention or advocacy

The distinguishing case of the women's resource centre in this study reveals that

conflicting goals

or

services models between the government and the voluntary

organization may result in the requirements of government purchase of service contracts

being too restrictive for the voluntary organization to pursue its original mission and
goals, especially when the goal and service model of voluntary organization emphasize
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prevention rather than reaction or therapy. Hence, a longitudinal case study of voluntary

social services organizations with primary goals of prevention or advocacy beginning
before the initiation of POSC would be helpful.

The difficult)¡ of collectine data related to the financial arraneements of POSC

It has been very challenging to collect data related to the financial arrangements of
POSC for this study. Differences across organizations, including inconsistent financial
reporting formats, variations in defining the organization's fiscal year and discrepancies
between actual monthly payments and the payment stated

in the contract, made

data

collection very difficult. Consequently, the analysis of funding increases, cost sharing
and transaction costs is very limited, and its validity may be problematic.

It was also

very challengrng to build the trust relationships necessary to carry out this research with
the executive director in such a short time and to gain access to all of financial files.

Following from this,

it is recommended that future research

should focus on the

collection of detailed financial information rather than the general and brief financial
information collected or reviewed by this current study. In addition, where contracts

specify monthly reimbursements, monthly financial statements as

well as annual

statements should be reviewed. During the sample recruitment process, the voluntary
organizations should be informed that their participation in the research will require them

granting access for extensive review of their financial

files. However, this may reduce

the number of the voluntary organizations that are willing to participate.
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The perspective of the government aqency

In this study, the practice of POSC and the govemment-voluntary organization
contracting relationship were investigated from the perspective

of the voluntary

organizations. However, in these two areas, the perspective of government contracting
agencies should also be studied in order to have a comprehensive understanding of the

issues. Further studies should be designed to include the perspective of government
contracting agencies.

Contracted services with standards manuals

This study suggests that the impact on voluntary organizations related to service
standardization
developed

is

associated more

with policy, relevant legislation, and regulations

by government authorities and the articulation of service standards by the

relevant govemment agencies than with POSC. A multiple case study could be designed

to

assess

the effects of POSC on voluntary organizations in different service fields, with

the relevant contracting govemment agencies, which have developed different levels

of

regulation related to service standardization. For example, some govemment agencies
have developed different types of guidelines and standards manuals to regulate service

delivery. Other government agencies might have no guidelines or standards manuals

all. How do government agencies apply
operation and monitoring

at

these standards manuals and guidelines to the

of POSC? How does such regulation affect the voluntary

organizations? This type of multiple case comparison study would be very helpful in
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understanding the scope, range and significance of the impact of POSC and government
regulations on the voluntary social service organizations.

Test of the rival hypothesis of the oreanizational life cvcle

The rival hypothesis of the organizational life might be tested through two research

methods. The first one is a set of longitudinal case studies that intend to understand the

development

of

several voluntary social service organizations, including both

otganizations that have POSC and those that do not have POSC. This comparative case

study research design can be helpful

in

understanding

the extent to which

formalization, professionalization and bureau cratizationof voluntar

y

the

organizatron are the

natural deveiopmental processes of the organizational life cycle or are affected by POSC.

The second research method that could be used to test the rival hypothesis of the
organizational cycle is a different comparative case study design that involves voluntary
organizations which started their first POSC at different stages of their organizational life
sages,

including the formation stage, the development stage, the formalization stage, the

elaboration of structure stage, and the bureaucratic stage. This research design attempts

to understand whether the initiation of POSC with government at different stages of the
organizational

life cycle seems to result in different impacts on the voluntary

social

service organizations, and whether POSC accelerates the development of the voluntary
otganizations into the formalization stage, the elaboration

of structure

stage, and the

bureaucratic stage. This study will be useful to understand the complicated interaction

environmentally-driven and internally-driven organizational changes
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of

of

voluntary

or9anizations when they respond to their environments, including purchase

of service

contracting requirements from governments.

Test of the qeneralizeabilit]¡ of the revised conceptual model

The generalizeability of the revised conceptual model might be tested through

a

large-scale quantitative survey. The sampling strategy could focus on the representation

of different types of POSC provided by different levels of government to organizations in
different social service f,relds. Each element of the revised conceptual model could be
defined as an independent variable, including the contracting relationship, types of

POSC, contracting practices

of

government agencies, social policy and relevant

regulations, other revenue sources, the characteristics

organizations, organizational networks

or

of voluntary social service

coalitions, the needs

of

clients

and

communities, organizational growth and development, and the impacts on voluntary

social service organizations. The posited impacts on voluntary social service
otganizations can be defined as dependent variables. The findings from this study wiil be

useful for testing the hypothesis and developing the instruments to cover the

issues

involved in each variable. Certainly, the developed instruments have to be validated
before implementing the study on generalizeability. Multivariate analysis will be needed
for the test of the hypothesized relationships between each independent variable and each
dependent variable while controlling for the influence of other variables.

testing the generalizeabllity

of the conceptual model in
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In addition,

organizations beyond social

service organizations

will

also contribute to knowledge building about the breadth

of

applicability of this model.

5.4 Implications for policy

In this section, the recommendations concerning changes in policy are related to
contracting procedures, contract funding, collaborative contracting partnerships, service
standardization, contract reporting and monitoring, and the involvement

of voluntary

organization in policy making.

The problematic federal eovernment pro.iect contracts

The findings of this study indicate that the contract award procedures of the federal
goverrìment project contracts were more problematic for the voluntary organizations than

those related to the Manitoba govemment core funding contracts. First, the annual

competitive procedure

of federal project contracts was unpredictable and caused

voluntary organizations problems

in staff

the

retention, service expansion and planning.

However, this competitive process seemed

to be unnecessary for the voluntary

organizations that had contracts from the federal funding for the EAS programs, because
these contracts had been renewed for more than ten years without any terminations. The

federal government should review its protocol for POSC funding for social services. It
should be able to differentiate long term programs and short term innovative projects
based on needs assessment and service

planning. The federal govemment could develop

different contracting procedures with the provision of different kinds
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of funding

that

could be long term for programs with high continuity or involving long term plans. Long

term contracts

will

save time and be lower cost

for both the government and

the

voluntary organizations in obviating the need for unnecessary annual repetitive contract
awards and procurement procedures that produced the same results every year for the
same contracts.

Second,

the turbulent SCPI demonstrates that its complex and bureaucratic

contracting procedures, involving the hierarchical system

of

federal govemment

department and local community advisory committee, was inefficient and caused many

problems for the voluntary social services organizations

in local communities. This

unpredictable funding had direct impacts on the sustainability and the capacity

of

voluntary organizations involved to provide services to their clients and communities.
The federal government's centralized control of social service funding is troublesome in
terms of the funding procedures necessary to implement

it.

The federal government is

therefore unable to efficiently support voluntary organizations to respond to the needs

of

their communities. The federal government should review its policy that guides the
funding model

of the

SCPI program and delegate the contracting authority

to

the

Manitoba government or the City govemment of Winnipeg. These two levels of
govemments are closer to the communities. Therefore, they are more able to build long

term partnerships

in social service delivery with the voluntary organizations than the

federal goverlrment can. Moreover, according to the suggestions from the executive

directors involved, the community advisory committee's (PFAC) involvement in
determining funding allocation

in the SCPI program should be terminated,
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because

it

complicated the contract award procedure and did not represent the interests

of the

community in general.

Funding support from qovernments to voluntary social services organizations

The findings of this study indicate that the voluntary social services organizations in
the sample were strongly dependent on stable and adequate funding from governments to

provide services to their clients and communities. On the one hand, the initiation of
government funding was the major factor for these organizations' ability to increase their

stafl build their

infrastructures and expand their services

to the community.

Consequently, their community profiles were raised and networks were formed. This
government funding gave the voluntary organizations the capacity to access community
resources not only in the form of donors but also in the form of volunteers. On the other

hand, most of the voluntary organizations reported that they were significantly under

funded. Governments required high cost sharing from the voluntary organizations,
provided no or limited transaction costs for contracting, and imposed complicated and

restrictive financial accountability measures. This inadequate funding connected to
POSC was reported to be problematic for the voluntary organizations. It directly affected

their ability to provide services and respond to the needs of their clients and communities.

Govemments must review their policies that govem funding to voluntary social
services organizations. The lack of funding and inappropriate funding jeopardizes their

capacity and sustainability. Many executive directors indicated that their organizations
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had difficulty in recruiting and retaining qualified staff. Other voluntary organizations
tried hard to increase their revenues from other funding sources. Consequently, they had

to devote significant effort to these revenue generation activities. Certainly, this had an
impact on the voluntary social service organizations in terms of their goals, autonomy
and responsiveness to the community. Government should improve the amount of
funding and the conditions associated with their funding to voluntary social services

organizations. Continually using power to extract services beyond the value of the
contract

will

endanger the voluntary organizations' capacity to promote the public good

and provide services to communities and clients that government is not able to reach.

Scott's (2003) finding also reminded us that inadequate contract funding threatens the
sustainability of the voluntary organizations.

Collaborative contracting partnerships

The findings of this study indicate that there was a mutually
relationship between

dependent

the Manitoba government and their contracted voluntary

organizations. The Manitoba government strongly relied on the voluntary organizations

to provide mandated services. Two thirds of the Manitoba govefirment core funding
contracts were for terms

of three

years

or longer. Hence, there was a basis for

a

collaborative contracting partnership to be developed. The govemment of Manitoba not

only needed the voluntary organizations to provide services; but also invited them to
participate

in

government committees and to be involved

in policy consultation

and

policy making according to the reports of the executive directors. The govemment of

-298-

Manitoba needed the input of these voluntary organizations because of their expertise and

knowledge about clients and services. In order to build a collaborative contractural
partnership, service purchase contracts should not only define common goals, values and
expectations; but also should identifii service models valued by both partners. More

importantly, the time committed to building trust and participatory problem solving
relationships and communication channels involving representatives from both sides
should also be documented in the contracts. Finally, the contracting government agencies

should provide the organizations with adequate financial and other resources to build
collaborative partnerships with these voluntary organizations.

S

ervi ce standardizati

on-the authority

and responsibility

o

f eovernment

The findings of this study indicate that service standardization, in terms of staff
qualifications, the nature of the facilities, the characteristics of services procedures and
approaches to progtam administration were limited in most of the contracts studied. This

result does not support concems that service standardization through POSC influence

voluntary organizations toward more formalization, bureaucratization

and

devoluntarization. However, this study raises another question about govemment
responsibility for regulating service standards in a particular service

field.

Govemments

should provide appropriate funding to voluntary social services organizations in order to

hire qualified staff and deliver quality services to meet the service standards articulated

by governments. This study indicates that govemments ignored their
responsibility in supporting service standards.
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important

However, the distinguishing case of the women's resources centre presents the
problems encountered by voluntary organizations because

of rigid service standards

imposed by the govemment agencies. The important issue here is, "Does the government

have the right to use POSC to control the govemance and administration

of

entire

independent voluntary organizations, according to government standards manuals?" This

is especially an issue when the govemment contract funding accounts for a minority of
revenue. In the case in point, government contract revenues accounted for only

42o/o

of

the organization's total operating revenues in 2003-2004. Apparently, there is a power

imbalance

in the contracting

relationship between govemments and voluntary

organizations because goverrìments have all the power

and the level

of funding. Hence, when goverrìment

in determining contract

awards

agencies develop their service

standards and implement them through purchase of service contracts, they should respect

the autonomy and independence of the voluntary organizations involved. Governments

only purchase particular services or programs from the voluntary organization.
Govemments do not purchase the entire voluntary organization to work for them. The
extent to which governments can interfere in the governance and operation of voluntary

organizations without endangering their autonomy and independence
issue in contracting partnerships.
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is an important

The improvement of accountabilit)¡ reportins and monitoring procedures

The findings of this study also indicate the lack of program accountability
reporting in Manitoba core funding contracts and the broader need for improvement in

accountability reporting and monitoring procedures. The voluntary organizations
expressed their strong expectations that governments should establish accountability

reporting, not only based on financial accountability or statistical indicators of program
outputs, but also emphasizing client outcome measures. Given the fact of no audits,

formal visits, or feedback on reports from most of the Manitoba core funding contract
agencies,

the implementation of the Manitoba goveffrment agencies' contract

performance monitoring also should to be improved.

Includinq voluntarl¿ oreanizations in policy makine

The findings of this study indicate the need to involve voluntary organizations in

policy making, not only in the area of relevant social policies, but also in the area of
goveÍtment-voluntary sector relationships. The government of Manitoba increasingly

relies on voluntary organizations

to provide services.

However, an equal and

collaborative partnership between goverlrment and the voluntary sector is still absent in

most service purchase contracts and appears to a limited degree in only a few service
contracts. This study indicates that the government not only ignored its responsibility in

articulating service standards, but also used its power to provide inadequate contract
funding to most of the voluntary organizations studied. In the service purchase contract
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to the women's resource centre, the government also used service contracting to require

the voluntary organization to comply with its standards manual and consequently
imposed substantial control on the overall governance and operation

of the

entire

organization. This study reveals that the potential for interference from governments is
inherent

in the power imbalance between governments and voluntary organizations.

Even though voluntary organizations in some service fields have tried to form coalitions

to negotiate with governments for adequate funding and reasonable contract conditions,
the need to develop a policy to define the government-voluntary organization relationship
seems to be urgent, considering the increasingly mutual dependence between these two
sectors in providing social services. Voluntary organizations must be involved in policy

making processes. An equal partnership should be built not only to serve the interests

of

the voluntary sector, but also the interests of the communities that they serve.

5.5 Implications for practice

Voluntary oreanizations should limit their dependence on proiect contract fundine from
the federal govemment

In this study, most of the voluntary organizations

depended only minimally on

project contract funding from the federal government. These organizations reported
limited impact from this type of service contracting, even though the project contracts
required more cost sharing from the voluntary organizations, imposed more program
output reporting, and were more unpredictable and unstable, in comparison with the core

funding contracts from the Manitoba government. However, the only voluntary
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organization lvith more than half of its total annul operating revenue from one particular

federal project funding contract reported a significant impact of this turbulent project
contract funding. This organization had to terminate its transition house program for
street youth, sustained itself for a several month funding gap, and struggled continually

with the unpredictability of contract awards. Its autonomy, sustainability and capacity to
serve the community and clients were significantly affected by this POSC. This finding

indicates that the voluntary social service organizations should be alert to this potential

problematic impact from any contract with a short tenure and competitive renewal
process and should try different strategies to reduce their dependence on this particular
type of contract.

Diversification of funding sources

The financial arrangements of purchase of service contracts involved significant

impacts on the autonomy

of voluntary

organizations

in pursuing their goals and in

designing services provision. In addition, some voluntary social service organizations,

which had other major funding sources, also reported that diversification of funding
sources was an important strategy to maintain their autonomy

in order to pay their staff

reasonable salaries, to retain qualified staff, to provide services to clients who were not

eligible for contracted services, and to expand their services and programs beyond what
was sanctioned by the contracts. Hence, voluntary social services organizations should

be aware of the possible impact of reliance on goverrìment POSC funding.

A

certain

level of financial independence is critical for maintaining the autonomy of voluntary
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organizations. However, different funders have different requirements and reporting
procedures. Complying with all of the requirements from different funders was not an
easy task

for the voluntary organizations studied, and this also affects organizational

operations. Voluntary organizations should pay attention to the impact of their financial
stakeholders on their organizations and make informed decisions.

Ne gotiation

with contractins govemment aqencies

POSC seems to be an unavoidable trend

in

govemment's funding methods.

According to the voluntary organizations studied, almost all of their funding received

from the federal government took the form of POSC. The oniy exception was the
women's resource centre that had grant funding from Status of
case

'Women

Canada.

In the

of four of seven Manitoba govemment contracts (57J% of Manitoba government

contracts) POSC had been in place since the initiation of the funding. In the additional
three voluntary organizations with Manitoba govemment contracts (42.9% of Manitoba
government contracts),
changes

it

was reported that Manitoba govemment agencies had initiated

in the funding method from grants to contracts. Both executive directors from

the mental disability service field also indicated that the Manitoba govenìment had
continually pushed those voluntary organizations, which had received grant funding from

Manitoba govemment for mental disabilities services in the past, to enter a contract
relationship with the funding government agency. Therefore, voluntary organizations

should equip themselves with knowledge about the operation

of POSC and should

develop strategies to negotiate and dialogue with government agencies.
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It is important

for voluntary organizations to understand the decision making systems of different levels

of government

agencies related

to POSC. For example, how is the final contract award

decision made? How is the formula of contract funding decided upon by the contracting
government agency? What are the role and decision making power of the project officer?

Even though the findings of this study indicate that there was limited flexibility for
negotiation, and that the distribution the power was extremely unbalanced, voluntary
organizations should recognize that the contracting relationship evolves only through the
process of continuous negotiation and dialogue with different levels of the government

agency. In this study, several voluntary organizations succeeded in their negotiations to a

certain degtee, and, most importantly, they learned how

to deal with

government

agencies.

Participation in public policy makine

Purchase

of

of service contracts can be a potentially critical instrument for imposition

government control over voluntary organizations. However, the level

of

control

flowing from POSC was found to be associated with policy development in the relevant
service field, with the presence

of relevant regulations and legislation, and with the

contract monitoring implementation of the relevant government agencies. It is therefore

important

for voluntary

organizations

to

participate

in

formulating these policies,

regulations or legislation. Voluntary organizations have expert knowledge of clients and

services. They also should maintain their autonomy and independence in operating their
organizations according

to their distinguishing missions and goals, and they
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should

respond to community and client needs. Voluntary organizations should be involved in

policy making, present their views and also protect themselves from harmful govemment
regulation.

For example, the executive directors from the self help mental health organizations
emphasized that their organizations' participation in the Mental Health Self Help Policy

Review Committee which developed the Mental Health Self Help Policy (Mental Health
Self Help Policy Review Committee, 2002) was very beneficial, because this helped the
government to understand their point of view with regard to the needs of the clients and

the community, the definition of programs and the delivery of services. Consequently,

when the govemment's contract included this policy paper as one part of the contract
requirements, the voluntary organizations had no difficulty in its implementation. One

executive director from the mental disability service field also indicated that her or his

participation in the Joint Committee and Government Consultation on Disability and
Employrnent Issues was useful for understanding the current policy concerns, the funding
trends and the available funding. This also represented an important opportunity to
represent the perspectives

of the voluntary

advocate for the needs of their clients.

organizations

in these meetings and to

In addition, both executive directors from the

mental disability field emphasized that their organizations' coalition and networks played

an important role in negotiating with the govemment for more reasonable funding,
improvement in staff qualifications, and better service delivery. They also mentioned
that their organizational coalition provided some training and legal assistance for some

other voluntary organizations which have some concerns about entering
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a

POSC

relationship with the govemment. However, the details of the operation of these efforts

from the organizational coalition and their interaction with the government were not
further described by the executive directors involved because the focus of this study was
not on this area.

Finally, voluntary organizations could build more networks or coalitions with other
organizations in particular service fields to leverage less of a power imbalance in their

service contracting relationships with governments. The coalition could be a powerful
agent for negotiating with government for adequate funding and service standards, and

for promoting a mutual and equal collaborative contracting relationship. A coalition
could also advocate for the autonomy and independence of the voluntary sector and its
importance for civil society.

5.6 Limitations

of the research

In this section, the limitations of this study are discussed according to the four
major qualitative research verification concepts proposed by Lincon and Cuba (1985),
including credibility, confirmability, transferability, and dependability.

Credibilitv

One major concem about the credibility

of qualitative

research involves the

problem of making inferences (Stake, 1995) or interpretations (Kirk & Miller, 1986; cited
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in Ritchie & Lewis, 2003). In this qualitative study, the researcher collected data and
made interpretations based on interviews and documentary evidence. "Is the inference

correct?" is the central question of creditability (Stake, 1995). The strategies to achieve

the creditability of this study were to use pattem-matching logic, apply explanation
building, and address rival explanations. The conceptual models of this study were used

to develop the pattern-matching logic and to build the explanations.

Besides, rival

theories were also applied to address alternative explanations. The documentation of the

interpretation logic and inference procedures in the analysis process also contributed to
the creditability of this research (Yin, 2003).

All of the interpretation logic and inference

procedures were documented in the researcher's analysis

files. Part of the process and

the results of developing the pattern matching logic, using explanation building, and
addressing rival explanations are articulated and demonstrated in the text and tables

of

the findings chapter.

Confirmability

A qualitative study is always confronted with the confirmability of its research design.
The questions about confirmability in this research were concerned with "how can we
define the issues of organizational change related to organizational autonomy, mission
displacement, and devoluntariztion?" and "do the collected documents and the interviews
can represent the issues researched?"
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This study does not provide easy answers to these questions. The collected
documents were limited and varied according to what the voluntary organizations kept
and what the executive directors felt comfortable to share. The financial documents were

extremely inconsistent

in their formats, contents, sizes and even the definition of

the

fiscal year. The most difficult issue was that the terminology in the contracts, their
descriptions

of reporting

requirements and their formats were not standardized and

consequently lacked common meanings and consistent forms.

However, the researcher tried to improve the confirmability of this study by defining

and explaining some

of the important concepts and terminology in the interview

schedules. In addition, the pre-test of instruments resulted in some improvements on the

two interview schedules, including the provision of altemative terms, the modification of
ambiguous words, and the consistent uses

of definitions, clarifications and examples

through the interviewing. These changes

in

interview schedules improved the

interviewee's understanding of the questions, and consequently the accuracy of their
responses enhanced. During the analysis process, the concepts and the classification
systems used by the executive directors were also clarified and analyzed. Their views
were distinguished from the perspective of the researcher.

This research design was focused on the perceptions of the executive directors.
Their responses might be biased and cannot represent the views of the organizations.
Another important issue is the accuracy of the answers from the executive directors. In

this study, the average number of years of the organizations having purchase of service
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contracts with govemment was 10 years. Were the executive directors employed with the

voluntary organizations when the purchase of service contracts were initiated and were
they able to accurately recall events prior to and during initiation of the contracts? One

executive director

in this study was the founder of the voluntary

continued working for
same year as

it. Three executive

organization and

directors (37 5%) came to their positions in the

the organizations' major goveÍrment contracts started. They experienced

the transition. Another two executive directors (25%) reported that they came to work as

executive directors or assistant executive directors within one or two years after the
purchase of service contract was

initiated. The other two executive directors (25Yo) came

to their positions nine years after the initiation of the purchase of service contracts, but
they had worked for or been members of the organizations for many years before taking

the position of executive director. During the interview process, only two executive
directors (25%) could not answer one question about how the first purchase of service
contract was initiated and the level of competition at that time. However, one executive

director provided records of the organization's board meetings and other documents to
answer this question. Most executive directors fplt comfortable answering questions on
both of the interview schedules.

The major strategy that can be used to enhance the confirmability of this research is

triangulation (Ritchie

& Lewis, 2003; Stake, 1995; Patton; 2002).

theories and the results

of other empirical studies

helped

to

Triangulation of

develop the concepts

investigated in this research. Triangulation of multiple data sources promoted convergent

lines of inquiry. This study used different documents provided by the voluntary
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organizations for triangulation.

ln addition, in three of the four service fields

studied,

both of the sample organizations received the same program contracts from the same
government agencies. Hence, the two organizations in the same service field experienced

similar or identical forms and procedures of service contracting. This feature provided
advantages

in triangulation and validation. This study also triangulated interviews

and

documents to validate data.

In the proposal, the notes or transcription of the second interview were supposed to
be returned to the executive director for member checking. However, because of the

limited time for the research, it was not possible to perform this member checking. An
alternative means of member checking was built into the interview process. At the end

of

the major data gathering session for interview schedule II, which contained the critical
questions, the interviewer suÍìmanzed the interviewees' answers and briefly requested

confirmation of the accuracy of the interviewer's understanding. It should be noted that

the design of interview schedule

I

and interview schedule

II

also allowed the

triangulation of the interviewees' responses. For example, in interview schedule I, the

views of the executive directors about the requirements of the purchase of service
contract related

to client eligibility and staff qualifications were asked. A similar

question was asked in interview schedule II, but from a different perspective-"how did

service contracting affect your organization

in decision making with regard to client

eligibility and staff qualifications?". The answers to these two similar questions were
helpful in the triangulation of the views of the executive directors. Finally, the thesis
committee also provided certain functions of peer review'
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Transferabilitv

Transferability is concerned with whether this study's findings can be generalized
beyond the sample of organizations studied. Based on the case study method, Yin (2003)
argued that a qualitative study relies on analytical generalization instead

of

statistical

generalization. Lincoln and Guba addressed the concept of "inferential generalization",
"generalizing from the context of the research study itself to other settings or contexts"
(cited in Ritchie & Lewis, 2003,p267-268) in qualitative research. In addition, Cronbach

(1975) argued that, "generalization should

be

seen as working hypotheses or

extrapolations rather than as conclusion" (cited in Ritchie

& Lewis, 2003, p268). Patton

(2002) defined extrapolations as

"

...modest speculations on the likely applicability of the findings to other
situations under similar, but not identical, conditions. Extrapolations are logical,
thoughtful and problem-oriented rather than statistical or probabilistic." (2002, p.
584)

This qualitative study tried to generalize a particular set of results based on

a

theoretical framework developed out of the literature and amended on the basis of the

findings. Considering the characteristics of the voluntary organizations studied, this
framework is likely to apply to the community-based social services organizations that
are medium or relatively smaller size, had a long history

in the community before the

initiation of POSC, and relies on the government contract funding as their substantial
revenues source. Thick description of each participating organization and each particular
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service contract was presented to enable the reader of this research to determine whether
the findings can be transferred to another particular setting.

Dependabilitlø

The goal of dependability is to minimize the errors and biases in a study. In order to
establish the dependability

of

research, the researcher must document the research

procedures followed or replicated (Ritchie

&

Lewis, 2003). Because this qualitative

study design emphasized the progressive focusing approach, the research procedures
were more responsive and emergent than in a more structured research design. It would

be almost impossible to replicate, especially considering the sampling process of this
study and the resulted variation of sampling criteria. Hence, the dependability of this
research design could

be questioned.

However,

this study employed

careful

documentation of the research process, including sample selection, data collection, and

analysis procedures. This strategy

is

expected

dependability of this research.

ala

- JIJ

-

to be helpful in

establishing the
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Appendix A.
Or ganwation Qu es ti onn aire
Name of the organization <Company>
Identity Code: <Merge Record #>

Introduction
This study intends to understand the impact of "purchase of service contracting" on the
non-profit, community-based, social services organizations. The purpose of this
questionnaire is to verify that your organization meets the criteria to be included in this
study. In this study, "Purchase of Service Contracting" is defined as a written legal
agreement between government and organization, through which an organization
provides a specific service in exchange for funding. This legal agreement can be called
"Seryice Purchase Agreement" or "Contribution Agreement"

1. Does your organizafion currently receive funding from governments through
"Service Purchase Agreement" (also called "Contribution Agreement")?

tl

Yes

No
(no further question, please send this
questionnaire back)

Answer the next question
tr.

Organization Status

1.

Is your orgarization aregistered charity?

n
2.

No

Is your organization incorporated with the Province of Manitobaas anon-forprofit organization?

n
3.

n

Yes

n

Yes

No

Is your organization a branch or affrliate ofa larger organization?

Yes, which organization?

No. (skip the next question,

4.

go to section

II: Organizafion History...)

Is your organization autonomous and responsible for your own finances?

nYesnNo
(Continue on the next page... .....)

- J¿I

II. Organization History and Character

1.

In which year did your organization start operating?

2.

In which year was your organization incorporated?

3.

In which year did your funding first take the form of a service purchase agreement
(also called "contribution agreement")?

4.

Before the first purchase of service contract of your organization:

a) Did your organization

have board members who were members of the
community you served or who were the friends or relatives of the client
population you served?

tl Yes

n No

b) Did your organization

use volunteers in

n

Not Sure

providing services and/or

administration?

n
c)

Yes

tr

Not Sure

Has there been significant growth in the size of your staffs since the first
POSC? (at least 30%)

n Yes
5.

nNo
! No

n

Not Sure

How many service purchase agreements (also called contribution agreements)
does your organization currently have with governments?

III. Service
1.

What is the mission of your organization?

2.

What client target groups does your organization serve?

3.

What are the programs or services provided by your organization?

VI. Finance

1.

How much revenue did your organization receive in the last fiscal year?
Total revenue
(Continue on the next page)
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2.

How much funding did your organization receive in total revenues of all kinds
from governments in the last fiscal year?

3.

Considering all forms of funding from govemments for the last fiscal year, how
much was received through purchase of service contracting?

V. Human resources

1.

Of the current salaried employees in your organizations (those for whom you
must issue aT4), how many are employed fulltime (30 or more hours per week)
and how many are employed part-time (less than 30 hours per week)?
number of full-time employees
number of part{ime employees

2.

How many volunteers (excluding Board Members) does your organization
currently use for providing service or administration?
number of volunteers

VI. Other Questions

1. Will your organization be able to participate in this study?

n Yes
2.

E No

n

Need more information

Could you provide the following documents before the first interview?
Annual report
Brief history of organization
Brochures and flyers of organization and programs
Others
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Appendix B.
Interview Schedule

I:

Purchase of Service Contract Information Sheet

Date of interview:
Fiscal Year:

Or ganization identity code:

Contract number:
Interviewee title:

Introductions:
Thanks for giving me this opportunity to have an interview with you. According to my
understanding, the major funding of your organizalion is through purchase of service
contracting with govemments. In this interview, I want to understand how purchase of
service contracting works in your organization. To begin with

How many purchase of service contracts does you currently have with government?

("Purchase of Service Contracting" is a written legal agreement between the
goverrìment and organization. Through this contract, an organizationprovides a
specific service in exchange for funding. This legal agreement can be called "Service
Purchase Agreement" or "Contribution Agreement")
What are their titles?

Now I will ask you questions regarding each individual contract. It will be much
appreciated if you are able to provide the related documents.
*xEach contract has a separate information sheet.

L

Contract Information

1. For this contract titled,

2. What is the contracting goveûrment agency?
3. What is the purpose of this contract?
4. When was or is the offrcial contract start date:

termination date:
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5. When was or is the actual start date

(if different):

termination date:
6. How much is total contract amount:

How much is total

program amount (if different):
7. How much is the part of the program cost not paid through the contract?

What are the sources of revenue to cover this remaining cost?
8. What are the requirements of this contract (not including any requirements

for

reporting)? Regarding the following:
a). Contract program ( activities):

b). Client eligibility:
c). Staff qualifications:
d). Facility standard (e.g. fire safety standard, licensing of residence building,):

e). Fiscal (e.g., service fee, the cost of unit service, expedition, etc. but not ftnancial

reporting requirements)

f). Administration requirements (e.g. clients records, confidentiality, etc. but not
administrative reporting requirements)

g). Others:

II.

Contracting Procedure

1. How was this contract initiated

(e.g., request for proposal, Solicitation of bids)?
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2. According to the following categonzation of contracting, which type of contract is
this?

whv?

Types of contracting:
o Competitive contracting requires the potential service providers to submit
competitive proposals.
o Negotiated contracting invites a limited number of potential providers to
express their interests in providing a range of services. Then the
govefirment agency chooses one or some to negotiate more concrete
conditions of agreement.
o Cooperative contrqctíng is used when the government agency expects to
establish a strong collaborative relationship with a reputable service
provider. The government agency works with the service provider to
ensure the delivery of the required service.

3.

How long did this contracting procedure take, from when the contract was initiated
until the contract was signed?

4. What is the major content of this contract (obtain copies, if possible):

III. Management

and Monitoring Process

1. What are the reporting requirements (obtain copies of form, if possible), regarding the
following:

(1). Organization identiffing information, (e.g., organization by-law, organization
mission, legal status, board of directors, valid license) (requirements and frequency)

(2). Program output reporting (e.g., units of completed service) (requirements

and

frequency)

(3). Client outcome reporting

(e.g., the changes in client's problems and abilities, the
(requirement
impact of the program)
and frequency)

(4). Staffing reporting (e.g., salary ranges by classification, salary costs, number of
fu ll

-time

po

sitions), (requirement and frequency)
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(5). Fiscal reporting (requirement

and frequency)

(6). Annual reports (special items required) developed for the contract
(7). Other reporting (e.g. evaluation)(requirement

and frequency)

2. Contract revision (repeat if necessary)
So far, how many revisions have been made to this contract?

(1). First revision
Initiated by funder or organization
Date initiated
Reason for changes

Changes proposed

Date changes effective
Date revised contract executed
Content and size of revised contract

(2).

Second revision

Initiated by funder or organization
Date initiated
Reason for changes

Changes proposed

Date changes effective
Date revised contract executed
Content and size of revised contract

-JJJ-

(3). Third revision
Initiated by funder or organization
Date initiated
Reason for changes

Changes proposed

Date changes effective
Date revised contract executed
Content and size of revised contract

3.

Site visits and Audits

(i)

So far, how many site visits have be done for this contract?
First review

Second review

Date of site visit
Type ofreview (scope and
coverase)
Date notified of results
Resoonse to review

(2)

So far, how many audits have be done for this contract?
First review

Second review

Date of audit

Type ofreview (scope and
coverase)
Date notified of results
Resoonse to review

4. Reports
In the last fiscal year, were you requested to submit the following reports?

(1). Program output report (e.g., units of completed service)
Date due

Date
submitted

Report
Size

Content included
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(2). Client outcome reporting (e.g., the changes in client's problems and abilities,
the impact of the program)

Date due

Date

Report

submitted

Size

(3). Staffing report (e.g., salary

Content included

ranges by classification, salary costs, number

of

full+ime positions)
Date due

Date
submitted

Content included

Report
Size

(4). Fiscal and expenditure report
Date due

Date
submitted

(5). Invoice

Report

Content included

Size

and requests for payments

Invoice

Invoice

Invoice

Invoice

Invoice

no.

date

amount

size

content

(6). Organizational information report
Date due

Date

Report

submitted

Size

Content included
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Date paid

Amount
oaid

whv
difference

(7). Others (e. 9., annual report with specific requirement, evaluation report)
Report title

Date
due

IV.

Date
submitted

Report

Content included

Size

Renewal and Termination

1. Is this contract

expected to be renewed in the next fiscal year? Why or why not?

2. Will this contract

be terminated after

it ends? Why or why

not?

3. What is the likely impact of this termination on your organization?

V.

Other Assessment (about this service contract and its related government agency)

1. How was this idea for this service contract with government initiated?

2. How much competition existed in the contract

award procedure?

3. How much negotiation was involved in coming to an agreement on this contract?
(regarding cost, method of payment, requirements etc.)

4. How good was your organization's previous relationship with this govemment agency
before this contract?

5. And how good is the current relationship of your organization with this government
agency under this service contract? What factors cause these changes?
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6. What is your organization's view of contracting requirements (but not including
reporting requirements in this section) in this service contract regarding:
(1) Client eligibility

(2) Staff qualifi cations

(3) Financial (e.9., service fee, the cost of a unit service,

administration

expedition, etc.)

(4) Facility standards (e.g., safety standards, licensing of residence building, etc.)

(5) Administration (e.g., client records, confidentiality, etc.)

7. What is your organization's view of the accountability requirements

and monitoring

procedures involved in this contract?

8. What kinds of problems has your organization encountered in this service contracting
with govemment?
9. When your organization

has encountered problems in this service contracting, how

have you dealt with them?

10. How positive or negative is your organization's experience of this contracting with
the government agency?
(1) positive aspects of the experiences

(2) negative

aspects of the experiences

--t-tI-

Appendix C.
Interview Schedule II: The impact of POSC on the voluntary organization
Or ganization

identity

Date of interview:

co d e :

Interviewee title:

Goal Defl ection/Distoration

1. Examining all of your experiences, how well do the contracts with which you have
been involved actually match the original mission of your organization?

2. To what extent has your organization

changed its mission statement as a result

of

service contracting with government?

3. Has your organization made any change in the range of services or programs you offer
because of service contracting with government?

4. How

have these changes been beneficial or problematic for your organization?

5. What are other factors, which may have contributed to the change of services or
program provided by your organizations?

Or

ganizational Auton omy

6. To what extent has service contracting with govenìment had an impact on the
autonomy of your organization?

7.

Has the identity of your organization in the community changed because of service

contracting with government? How?

8. Was advocacy a major role of your organization before service contracting with
govemment?
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9. Did service contracting with govemment interfere with the ability of your organization
to advocate for the clients and community which you serve? How?

10. How has POSC affected the decision making of your organization related to:

(1) service delivery
(2) client eligibility

(3) staffing hiring
(4) financial resource allocation
1 1. How has your contracting relationship with government influenced the relationships
of your organization with:

(1) community
(2) other organizations
12. Generally, how have these changes been beneficial or problematic for your
organization?

13. What are other factors beside service contracting, which may have had impacts on
the autonomy of your organization?

Accountability
14. To what extent does the monitoring procedures used by government for contract
management have an impact on your organization?

15. How do the program output and client outcome reporting requirements of the service
contract affect your organization?

(1) program output reporting
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(2) client outcome reporting

i6. How do the financial and expenditure reporting requirements of the service conkact
affect your organization?

17. How do other reporting requirements of the service contract affect your
organizations?

18. Did government provide any resources or assistance to help your organization to
comply with these accountability requirements? What were they?

19. To what extent have goverrìment's accountability requirements influenced the
capacity of your organization to respond to the needs of:

(1) the clients

(2)

the community

20. Generally, how have

these impacts of accountability requirements been beneficial or

problemati c for your or ganization?

Devoluntarization
27. To what extent has managing purchase of service contracts changed the structure or
hierarchy of your or ganization?

22. To what extent has contracting with goveffrment influenced planning by your
organization?
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23. During the past

years, were there any significant changes in the roles of the managers
of your organization because of the demands of managing contracts?

24. (I). During the past years, has your organization experienced any major

changes in
administrative procedures related to record keeping as a result of managing contracts?
What are these changes?

(2). How have these changes been beneficial or problematic for your organization?

the past years, have there been any changes in your organization's use of
human resources as a result of receiving contract funding from government? (e.g.
decrease orland increase in part-time and full+ime employees, changes in employee
turn-over rates, salary and benefit changes, qualifications, job description?)

25. 0). During

(2). How have these changes been beneficial or problematic for your organization?

26. (I) During

the past years, has service contracting with government caused any
significant changes in the numbers and roles of volunteers in your organization? What

are these changes?

(2) How have these changes been beneficial or problematic for your organization?

27. (l) During

the past years, have there been any changes in the qualifications and

functions of your board members as a result of managing contracts with govemment?

(2)How have these changes been beneficial or problematic for your organization?

34r

28. About "formalization"
"Formalization" is the extent to which expectations conceming job activities are
standardized and explicit (Bowditch & Buono, 1997,p262; cited in Lewis et.,2001,
p85). In anorganization with a high level of formalization, the management and
decision making of the organization are dependent upon formal rules.

(i)

To what extent has contracting with goveÍrments promoted the formalization
your organization?

(2) What are the other factors, which might

of

have contributed to this increased

formalization?

29. About "bureaucratization"

:

(1) To what extent has managing
or ganization to b ecom e i ncrea

purchase of service contracts caused your
s i n gl y bureauc r ati c?

(2) What are the other factors, which might have contributed to increased
bureaucrati zation?

3

0. About "profession alization"

:

"Professionalization" indicates the use of professional staff in the management of
organization and in service delivery. Professionalization of voluntary organizations
will downplay the role of volunteers in organization govemance, management and
service providing.

(1) To what extent have
pro fessionalization

o

the requirements of service contracting increased the

f your or ganization?

(2) What are the other factors, which might

have contributed to increased use

of

professionals?

Conclusion

31. In addition to the changes we have

discussed above, have you noticed any positive
impacts on your organization that have been caused by service contracting?
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32. To what extent does a collaborative partnership exist in the current contracting
relationship between your organization and the governments? (If your organization has
more than one contract with more than one government, please identify the different
govemment agencies and answer this question respectively)
**"Collaborative Partnership" can be assessed through the extent of the following issues
between your organization and the government agency:

ø
o
o

The shared values, expectations, and outcomes
The time committed to building trust and promoting participatory problem solving
The adequacy of financial and human resources to carry out collaborative partnership

33. How would you describe the balance of power between your organization and the
government in the current contracting relationship? (If your orgarization has more than
one contract with more than one govenìment, please identify the different contract and
the related goveñrment agencies and answer this question respectively)

34. What kinds of suggestions would you make to the agency of government which
administers this contract about what they might do to make improvements in the
contracting relationship? (If your organization has more than one contract with more
than one government, please identify the different government agencies and answer this
question respectively)
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Appendix D. Recruitment Letter

Wen-Chuan Kao

Date

Executive Director
<Company>
<cAddressl>
Winnipeg, MB
<PostalCode>
Dear Executive Director

I am a graduate student in the Faculty of Social Work, University of Manitoba. I am
writing to invite your participation in a study of the impact of purchase of service
contracting (POSC) with governments on voluntary, community-based, social service
organizations.

In the past decade govemments have made significant shifts in their funding methods.
The change from grants to seryice purchase contracts provides non-profit organizations
not only with new opporlunities but also with critical challenges. [n order to help nonprofit community-based organízations understand the effects of these important changes
and to respond in the most beneficial way, it is important to expand our knowledge about
the current operation of service purchase contracting, the contracting relationships
between govefirment and non-profit organizations, and the impacts of contracting on
organizations. The experience of your organization regarding service purchase
contracting with govemment can, therefore, be shared through participation in this study.
This research involves two interviews with the executive director of each participating
organization. The first interview will focus on the operation of service contracting. The
second interview will focus on the organization's view of the impacts of contracting.
Each interview will take up to one and one half hours. Your generosity in sharing your
time and experience is greatly appreciated.
For the purpose of this research, the organizations selected for participation are
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community-based non-profit organizations, which provide services for families and
children, people with developmental disabilities, people with mental illness, or
anà relief services. In addition, more than fifty percent of annual operating
"r.r"rg"n"y
..rr"rrr¡., of these organizations must be from service purchase contracting with
govemments.

I have enclosed an organizational questionnaire with this letter. The purpose of this

questionnaire is to verify that your organization meets the criteria for participation in this
.toay. Please answer this questionnaire and send it back in the return envelope as soon as
po.ribl", hopefully within one week. After I have received your response, if your
àrganization meets the criteria to be included in this study and if you express interest in
participating, I will contact with you by telephone to arrange a time to explain the study
ãnd seek your consent. If you prefer no further contact, please leave this questionnaire
blank and send it back by return mail.

assure you that every effort will be made to protect the confidentiality of your
organization. This research will be conducted under the supervision of Dr' Sid Frankel,
the advisor in the Faculty of Social Work, University of Manitoba. It has been approved
by the University of Manitoba Psychology/Sociology Research Ethics Board. If you

I

hâve any questions, please call me at
Thanks for your consideration of this request.
Sincerely

Wen-Chuan Kao
M.S.W. Student
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or e-maii me at

Appendix E.
Abstracting Protocol for Documents:

I.

Document Form:

1.

2.
3.
4.
5.

Name of document
Source of document
Date of document
Type of document
Sizes of contents

II.

The Significance of this Document

ilI.

he Reliability of this Document

1.

2.
3.

IV.

V.

who prepared it (name and position)
who approved it
who signed it

Contents

1.

The main headings

2.

Summary

Coding Categories:
The following categories will guide the coding of documents:

1.

Organizational information
1.1 Organizationidentity
I .2 Or ganization history
1.3 Organizationlegal status federal orprovincial incorporation? Charitable
status?
1

.4

i.5

2.

Organi zationmission

Services and progtams
1.5.1 Target groups
I.5.2 Duration
1.5.3 Interventionmethods
1.5.4 Client eligibilitY

Organizational Administration
Structure
2.2. Humanresource
2.I

. Or ganizational
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2.2.1. Staff
2.2.1.l.number
2.2.1 .2.qtalifi cations
2.2.I.3.roles
2.2.2. Volunteers
2.2.2.I.number
2.2.2.2.qualifi cation s
2.2.2.3.roles
2.3. Planning
2.3.1. who involved
2.3.2. structure

2.3.3. process
2.3.4. content
2.4. Directors of Board
2.4.1. numbers
2.4.2. roles
2.4.3. qualification
2.5. Financial
2.5.1. Funding
2.5.l.l.source
2.5.1.Z.amount
2.5.1.3.requirement
2.5.2. Budgeting
2.5.2.I.amount
2.5.2.2.process
2.5.2.3.system
2.5.3. Financial Statement
2.5.3.l.form and contents
2.5.3.2.who prepares
2.5.3.3.who approves
2.5.3.4.frequency

3.

Purchase of Service Contract
3.1 Type of POSC

3.1.1

Competitive contracting
3.I.2 Negotiated contracting
3.1.3 Cooperative contracting
3.2 Services or programs
3.3 Contracting Procedure
3.3.1 Contracting Initiation
3.3.2 Solicitation of Bids
3.3.3 Proposal Review and Award
3.3.4 Requirements of Contract
3.3.5 Contract Management
3.3.5. 1 Accountability Standards
3.3.5.2 Audit and Visit
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3.3.5.3 Reporting
3.3.6 Contract Renewal and Termination
3.4 Govemment Contract Agency

4.

Contracting Relationship

4.1. Partnership
4.2. Collaboration
4.3. Power
4.4. Negotiation

5. The Impact

of POSC

5.1 Coal distortion/deflection unclear
5.2 Autonomy

5.2.I

Decision making
5.2.2 Advocacy
5.3 Accountability
5.4 Devoluntaization
5.4.I Formalization
5.4.2 Bureaucratization
5.4.3 Professionalization

6.

Funding Mechanism

7.

Stake Holder

7.1 Clients
7.2 Communities
7.3 Other organizations
7

.4

Other Funders

7.5 Politician
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Appendix F.

Informed Consent
Research

Title: The Impact of

Purchase of Service Contractine on Voluntary.
Communitlø -Based. Social Service Organizations

Researcher: Wen-Chuan Kao

This consent form, a copy of which will be left with you for your records and reference,
is only part of the process of informed consent. It should give you the basic idea of what
the research is about and what your participation will involve. If you would like more
detail about something mentioned here, or information not included here, you should feel
free to ask. Please take the time to read this carefully and to understand any
accompanying information.
The purpose of this research is to explore the impact of purchase of service contracting
(POSC) with the Manitoba government on voluntary, community-based, social service
organizations. Participants involved in this research are the executive directors of the
voluntary organizations.

As a participant, you will be interviewed twice. The first interview will focus on the
operation of service contracting. Participants are also encouraged to provide related
documents before this interview. The second interview will focus on the impact of
service contracting from the perspective of your organization. Each interview will take
about one and a half hours. The interview will be tape-recorded.

Your identity and that of your organization will be protected. The data will

be
transcribed, recorded, analyzed and reported in a way that maintains confidentiality. The
tapes will be kept in a locked filing cabinet until this research is completed and the thesis
is accepted by the thesis committee. Then the tapes will be destroyed. However, because
of the small number of social service, community-based, voluntary organizations in
Winnipeg, although no identifying information will be provided, some knowledgeable
persons may recognize your organization

There is no compensation for participating in this study. Upon request, a summary of the
study findings will be mailed to the participants without any cost after the thesis is
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approved by the thesis committee. You can indicate your interest in receiving a summary
of findings at the end of this consent form.

The researcher is a graduate student in the Faculty of Social Work, University of
Manitoba. This study is a thesis research and will be conducted under the supervision of
Dr. Sid Frankel, the Faculty of Social Work, University of Manitoba.
Participation is completely voluntary. Declining to participate will not have any negative
consequences. Your signature on the form indicates that you have understood to your
satisfaction the information regarding participation in the research project and agree to
participate as a subject. In no way does this waive your legal rights nor release the
researcher or involved institutions from their legal and professional responsibilities. You
are free to withdraw from the study at any time, and/or refrain from answering any
questions you prefer to omit, without prejudice or consequence. Your continued
participation should be as informed as your initial consent, so you should feel free to ask
for clarification or new information throughout your participation. You can reach'WenChuan Kao at 2540279 or Dr. Frankel at 474-9706.

This research has been approved by the University of Manitoba Psychology/Sociology
Research Ethics Board. If you have any concerns about this study you may contact any
of the above-named persons or the Human Ethics Secretariat af 474-7122. A copy of this
consent form has been given to you to keep for your records and reference.
**x*Please indicate your intention to receive a summary of research results:
Yes
nNo

n

Signature of Participant

Date

Signature of Researcher

Date
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Appendix G. Research Ethics Board Approval Certifïcate

UNTVERSITY
or MANIToBA

PnocRnus

244 Engineering Bldg.
Winnipeg, MB R3T 5V6
Teleplrone: (204) 47 4-8418
Fax: (204) 261-0325

Office of the Vice-Presiclent (lìesearch)

lv\r',ur'. u

RE,sr,,qRcH Spnvtcns

&

r-n¿r

n

itoba. ca/ research

APPROVAL CERTIFICATE

1

B

January 2005

TO:

Wen-Ghuan Kao
Principal lnvestigator

FROM:

Bruce Tefft, Chair
Psychology/Sociotgy

Re:

Protocol #P2004:096
"The lmpact of Purchase of Service Contracting on Voluntary,
-rt
Social Services
Communi

(Advisor S. Frankel)

hLr""r.h

Ethiðd Board (PSREB)

please be advised that your above-referenced protocol, as revised, has received human

ethics approval by the Psychology/Sociology Research Ethics Board, which is
organized and operates according to the Tri-Council Policy Statement. This approval has
beãn issued based on your agreement with the change(s) to your original protocol required
by the PSREB. This approval is valid for one year only.
Any significant changes of the protocol and/or informed consent form should be reported
to ihe Human Ethics Secretariat in advance of implementation of such changes'

please note that, if you have received multi-year funding for this research,
responsibility lies with you to apply for and obtain Renewal Approval at the

Get ta kt'rou¿ nururrllf .'..or rou, {Jnit,ersity.

Appendix

H. Sampling Frame Development

The database for the sampling frame was constructed from the following sources:

(I) Contact-A community

Resource Guide

for

Winnipeg (Volunteer Centre of

Winnipeg,2003)

It

has the most comprehensive categorized service organization list

in Winnipeg. A

sampling frame was constructed by organizing the data under the following subject and
sub-subject headings ofthis resource guide:

Sub-subject

Subject

Organization
Categories

Child and Family

Famih

Aborieinal Familv

Child &Family
Asencies
Children

Service
Abuse

Advocacy
Counselling
Emergency Service
Organizations

Residential Treatment Centres
Children

Counselling

Personal & Familv

Mental Disability

Family

Drop-in Program
Parentine skills

Youth

Abuse

Mental Disabilities

Advocacy
Drop-in program
Organizations
Residential Treatment Centres
Advocacy
Housing
Rehabilitation
Respite care
Self-help sroups

Emergency &

Emergencv

Disabilities
Mental Disabilities
Advocacy
Housing
Self-help groups
Treatment
Mental Health
Mental Health
Crisis Lines

Relief

Housing

Emergency

Mental Illness

Emplor¡ment
Self-helo Grouos
Mental Health

Emplor¡ment

Self-help Grouo

Temoorary Accommodation
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These subject and sub-subject headings represented the structure
categories

in this resource guide. The information of

of

service

voluntary social services

organisations were listed according to these categories.

However, Contact included not only voluntary organizations, but also services and
programs delivered by government agencies, and quasi-government organizations (e.g.

managed

by a

government-appointed

board). The

service programs from these

organizations and agencies were removed from the sampling

frame. In

addition,

organizations that should be categorized as health, education and research, culture and
recreation, law and crime, and immigration organizations were also removed from the
sampling list.

(2) The Annual Report from Manitoba Family Service and Housing (Manitoba and
Family Service and Housing,2004) and The 2003-2004 Annual Report from the
Winnipeg Regional Health Authority (2004)

These annual reports listed some

of their contracted social service organizations. In

addition, the funding section of these documents also displayed the amount of funding
given to some major organizations. Using this information, the voluntary organizations
that have received revenues of more than

$lM from

the Manitoba government (beyond

the criteria set up by this study) were also removed from the sampling frame.
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Some further investigation and review has been done through knowledgeable
persons and the information posted on the websites of organizations. These knowledge

persons included executive directors, senior coordinators and board members of
voluntary organizations and some members from a voluntary organizations' coalition in

mental disabilities service

field.

These investigations and reviews focused on

information related to the sampling criteria

of this study-total

operating revenue,

funding from government, whether the organization was independent, and the
community-based nature of the organization. From the results of these investigations and

reviews, some records were removed from the sampling frame. Examples included
organizations which operated without government funding or whose annual revenues
were beyond the sampling criterion, and also programs that were listed on the database

but were not distinct organizational entities. Finally, a sampling frame containing 97
voluntary organizations was constructed.

It

included 40 child and family service

organizations, 33 mental disabilities organizations, 12 mental health organizations, and

11 emergency and relief organizations.

A

screening questionnaire was mailed out to

these 97 voluntary social services organizations to determine their eligibility for this
study during the recruitment process.
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I. The Summary of the Survey Response

Appendix

Table

I-i:

Types of Response to Screening Survey

Responded

to the letter

Frequencv

Refused to

participate
(returned blank questionnaire)

11

Elieible
Inelieible
Elisibilitv was unclear
Not incomorated organization
Other*

3

Total

rt.3%

54.6%

5

3.1%
3r.9%
5.2%

2

2.t%

I

l.0o/o

44

45.4o/o

97

100%

3l

No

Percentage

45.4%

resoonse

Total
* This organtzation was not able to participate until

June of

2005. However, the data collection for this

study planned to f,rnish in April, 2005.

1. All of three eligible organizations were interviewed.

2.

Among the 16 organizations which were ineligible:

e

Four organizations just started service contracting with government in 2005.
The sampling criterion required a POSC in the fiscal year of 2003-2004.

o

The annual revenues of four organizations were beyond the sampling criterion

($1M). Besides, three of them had no volunteers in administration or service
provision before the first POSC with government.

o

Three organizalions' funding from government's contracts was far below 50%
of the total revenues of the organization.

o

Three organizations have had service contracts with government since the
year they first received revenue.

o

Two organizations had no volunteers in administration or service provision
before the first purchase of service agreement with government,
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3. Among five organization
Table

whose eligibility was unclear:

I-2: The orgarization whose eligibility was unclear
A

Organization code

B

The

The total

operating
revenues in the 200304 frscal year were
under $1 M.

E

$1.5M

revenues were from

government contract

in the

2003-

04 fiscal year

total

operating
revenues
were about

operating
revenues
were about

At least 50% of
tunding

The

total

G

F

$1.2M
Only 42% of
total

Only

operating
revenues

revenues

came from

POSC,

POSC.

because of

of

24%
total

from

the funding
gap caused

by a

in

delay
contract

renewal.

Since the first POSC,

The size of The size of

there has been at least

the staff did

the staff did

The size of
the staff did

growth in the
size of staff

not

not

not

a

30%o

increase
more than
30%.

increase
than
30%.

more

increase

more than
30%.

Three organizations indicated that the number of staff did not increase more
than 30o/o after the POSC was initiated. Among them, the annual revenues

of

two organizations in2003-2004 were beyond $lM and under $1.45M.

The service purchase agreement of one organization was terminated from
October 2003 to August 2004 because

of a delay in the renewal

process.

However, in terms of the 2002-2003 fiscal year, this organization did receive
more than 50% of its revenue through service contracting funding from the
government.

One organization has received govemment funding composing more than
70% of its total annuai revenues, but contract funding was only about 42%o of
annual revenues.
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All of these five

organizafions were also interviewed. The rationale for this

variation in sampling is explained in chapter four of the thesis.
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Appendix

J.

Document Review

Table J-1: Documents reviewed in organizations A, B, C, and D
Orsanization
General

A
2003-2004
Annual Reoort
Organizational
description
Program
service

Financial

POSC
documents

&

information
Organizational
history
2003-2004
Financial
statement
Purchase of
Service

Agreement

B

Reviewed a

Reviewed

coDv

D

C

Reviewed a

Reviewed

coDv

CODV

CODV

Brochure

Brochure

Brochure

Brochure

Brochures

Brochures

Brochures

Brochures

Not able to

Brochure

Organization
historv
Detailed copy

Brochure

Reviewed
copy

Reviewed
two copies

a

access

Annual report

Detailed
copy

Reviewed two
current

Reviewed

agreements

copies of
current and
past

from two

agreements

different
contracts

from two
different

thoroughly on

contracts.

original

a

Detailed
copy

of
agreements

from two
different
contracts.

site
Proposal
submitted for
contract

Reviewed

Reviewed

original
partially on

original

site

on site

Contract

Not applicable

Not

amendment
document

Other

Contract
reporting

Contract year
end report

None

applicable

Not applicable

applicable
Contract
renewal letter

Not

Not

sovemment
Reviewed
copy ofone
renort
Not applicable

applicable

adherence

Not

None

from

applicable

Not applicable

Not

thoroughly

document

A¡nual

Not applicable

applicable
Government
project
proposal
format
Not applicable

Reviewed
copy of
reDort

Not
applicable

review renort
Quarterly

Reviewed

interim

partially on

Reviewed
copy ofthe

financial
report

site

third quarter

Not applicable

Not
applicable

repof for
04-05 fiscal

Monthly

Reviewed

reports

partially on
site

Reviewed
copy of
2005
January
reDort.
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a

Not applicable

Not
applicable

Organizational
administration

Monthly

Reviewed on

invoice

site

By laws

Not applicable

Not able to

Reviewed a
copy ofone
month
invoice
Reviewed a

access

CODV

coDv

Not able to
access

Reviewed
copy

Organization

Not able to

oolicv

access

Description of
organization

Not
applicable

Reviewed a
copy

Reviewed a
conv
Reviewed a
copy

Reviewed a

Reviewed

Not able to

coDv

coÐv

a

Reviewed a

structure
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a

access

Table J-2: Documents reviewed in organizations E, F, G, and H
Orsanization
General

2003-2004
Annual Renort
Organizational
descriotion

coDv

coDv

Brochure

Ors H

Ore G

Not

Web site

applicable*
Brochure

Brochures

Web site

Brochure

applicable*
Brochure and
Web site
Brochure and
Web site

Annual
report

I 00*
Amiversary
Memory
Book

Organization
history
summary

Web site

history

2003-2004
Financial

Reviewed
summary in

Reviewed
summary in

Reviewed
detailed copy

Reviewed a
detailed copy

statement

annual

armual
reDort

Purchase

reþort
Reviewed

Reviewed

Reviewed

Reviewed

one original
agreement

copies of
current and
past

&

information
Organizational

POSC
documents

ore F
Reviewed a

Not

Program
service

Financial

Ors E
Reviewed a

of

Service
Agreement

Proposal
submitted for

copies

of

past
asreements

thoroughly
on site

agreements

copies of
current and
past
agreements

Not

Not

applicable

applicable

Reviewed one
copy of

Copy of2004
proposal

current and

contract

proposal

submitted for
2001 contract

Contract

Reviewed a
copy

Reviewed

Other

None

Contract year
end report

Annual

amendment
document

Contract
reporting

Not applicable

Reviewed
copy

None

Three contract
related
correspondenc

One contract
related
correspondenc

e

e

Not able to

Not

Not applicable

access

applicable

Review a
copy for one
vear
Reviewed a
copy ofone
quarterly
report on

Not

Not applicable

Reviewed one
copy ofa
report for the
Dec 03-Apr 04
contract
Not applicable

Not applicable

Not applicable

Reviewed
copy for May
2004

on site

document

adherence

review report
Quarterly

interim
f,tnancial

report

Monthly
reports

a

applicable
Reviewed a
copy ofone
quarterly
report on

site

site

reviewed
one copy of

Not

Reviewed

applicable

copies from

monthly

May 2003 and
May 2004

statistical
report.

Monthly

Not

Not

invoice

aoolicable

applicable
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Not applicable

Not applicable

Organizational
administration

By laws

Reviewed

a

coDv

Description of
organization

Reviewed
copy

a

Reviewed a

Reviewed a

Reviewed a

coDv

coDv

coÐv

Reviewed a
copy

Could not
acc9ss

Reviewed a
copy

structure

Organization

Reviewed a

Not able to

Not able to

Not able to

oolicv

copY

access

access

access

*The executive directors of these two organizations claimed that their organizations did not have annual reports. They
used financial statement and other relevant organisational information to substitute for their annual reports ifnecessary.
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Appendix
Table

K.

K-l:

Organizational Characteristics

Characteristics of organizations A, B, C, and D

Mental disabilitv
A
B

Service Category
Organi zatton

Mental health
D

C

Yes

Organizational

Registered

Yes

Yes

Yes

Status

Charitv
Incomorated

Yes

Yes

Yes

Yes

Affiliated with

No

No

No

No

People with

People living

People living

People

mental
disabilities.

with mental

with certain

living with

disabilities.

types of
mental illness.

certain types

alarger
Services

orqanization
Client target

Delivered

group

of mental
illness.

Programs and
services

Supported

Employnent,

Public

Public

employment

provided by

and

prevocational,
vocational, and

the
organizations

pre-

supported

education,
peer support,
one on one

competitive

emplolment

community
option

consultation,
workshops

education,
peer support
support
groups,

programs

programs

advocacy,

and resource

informed

centre
services.

(not limited to
contracted
programs)

services, and

advocacy,

public

Organization

History

Years of
ooeration
Years of

26

24

education
services
26

26

25

24

22

10*

l4

l2

l2

Parents of
people with

Parents of
people with

Family support
group for their

Person with

mental
disabilities

mental
disabilities and

Yes

school division
Yes

psychiatrically
ill adult
relatives

23

incomoration
Years of
purchase
service

Community-

contractins
Founding

based

members

characteristics,

prior to
purchase
service

of

contracting

Prior to service
contracting,
the board
members were
from the

clients'
communitv
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Yes

mental
illness

Yes

Yes

Used

Yes

Yes

Yes

Self-help
Association

Self-help
Association

volunteers in

providing
services and

administration

prior to service
contracting
Other
Characteristics
Finances

Total

$246,980

sl,407,495

$543,941

$385,657

94%

79%

67%

83%

94%

72%

63%

83%

2

2

I

2

1

31

l5

13

5

29

7

6

2

2

8

7

3

3_l

Beyond 200

60

operating
revenue in

2003-2004
Government
funding as a
percentage of
total revenues
Purchase of
service

contract
funding as a
percentage of
total revenues

Number of
POSC with
governments

Human

in2003-2004
Total

resources

emplovees

Full-time
employees
(30 hours/a

week or more)
Part-time
employees

Number

of

6***

Volunteers**
xThe executive director was not sure ofthe accuracy ofthis data.
**This number does not include the board of directors.
***ln statistical calculation, 16 is used, because it is the number ofvolunteers also reported in the organizational annual repoÍ.
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Table

K-2

Characteristics of organizations E, F, G, and H

Organizational

Registered

Status

Charitv
Incomorated

Affiliated with

Services

Delivered

Emersencv and relief
H
G

Child & Family

Service Category
Organi zaíon

F

E

a

larger
orsanization
Client target
group

Yes

Yes

Yes

Yes

Yes

Yes
Yes

Yes
Yes

No

Pregnant women

Inner city
poor and

No

Women and
their families
whose lives are
affected by the
cycle ofpoverty,
violence,
isolation or

homeless

Yes

Homeless youth
and youth at risk
of homelessness
(ages l2 to 29)

deoendencv.
Programs and
services
provided by the

organizations

Supportive

Residential pre-

information and

natal services,

referral services,
group and

residential postnatal services,
community

individual
(not limited to
contracted
programs)

outreach

counselling,
drop-in centre,
educational
workshops,
community
development
projects,
community
economic
development

Meals,
clothing,
counselling,
advocacy, and
drop-in centre
services

Emergency
services,

housing,
prevention,
outreach, and
drop-in centre

programs

program,
education and
counselling
programs

programs,

transitional
housins units

of

Organization

Years

History

ooeration
Years

of

21

107

18

22

21

40

18

22

T6

8

4

4

Two local

Catholic nuns

Church

Volunteers who
were interested
in helping
homeless youth

incomoration
Years of
purchase service

Communitybased

contractins
Founding
members

characteristics,
prior to purchase

of service
contracting
Prior to service
contracting, the
board members

members

community
women and four
community
agency
rep¡esentatives
Yes

Yes

were from the

clients'
community
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Yes

Yes

Used volunteers

Yes

Yes

Yes

Yes

in providing
services and

administration

prior to service
contracting
Other
Characteristics

1994: affiliated
with a national

organisation
2003:merged
with another
local
organization

$1,r68,r48

$289,300
(03/04)
$246,903
(o2,/o7\

$436,3s6 (2004)

ao/

56%

24% (03104)
s4% (02t03)

7t%

42o/o

5t%

24% (03t04)
s4% (02t03)

53%

I

I

Human

govemment
in 2003-2004
Total emolovees

t6

12

Full-time

9

28
20

t2

resources

9

12

7

8

3

0

8

20

900 hours/a
month

4

Finances

Total operating
revenue in 20032004

$521,544

Govemment
funding as a

a

percentage of
total revenues
Purchase of
service contract

funding as a
percentage total
revenues

Number

of

I

POSC with

employees
(30 hours/a

week or more)
Part-time
employees

Number

of

Volunteers**
**This number does not include the board ofdirectors.
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Appendix
Table

L-l:

L.

Description of Contracts

Contract description for organizations A and B

Organization

A

Contract identification
code

Govemment
contracting agency

Funding govemment

A-2

A-1
Manitoba
Advanced
Education and
Training

Funding

originally from

Services contracted

B

federal
qoverfiment
Employment

Adults

MB Advanced

Adults

Services

Education and

Branch,
Community

Training

Services
Branch,

Community

Living

Living

Division,

Division,

Manitoba

Manitoba

Family

Family

Services and

Services and

Housins
Manitoba
Govemment

originally from

Housins
Manitoba
Govemment

federal
sovernment
Employment

Pre-vocational

Assistance
Services

Vocational day

Day services
(pre-

Assistance
Services

B-2

B-1

competitive
employment

Funding

day services,
services,
Personal

service)

development
day services
Years of contract

operation
Type of funding

Current contract term

10x

5

t4

5

Specific
project
funding,

Pier diem
funding for

Specific
project
funding

Pier diem
funding for the

I

3 years,

I

4 years,

the
contracted
service.

year,

Apl.t/2004

Mar.3ll

-

Apl.1/2004

contracted
service.

years,

Ãp1.112004

-

Apl.t12004

3ll

-

Mar.31l 2005

Mar.

Board

Executive

Chaimerson

Director

Board
Chaimerson

2005

2008

Mar.3l/
2007
Representative of the

organization

Executive
Director

*The executive director was not sure

of

the accuracy of this data.

-366-

Table

L-2: Contract description for organizations C and D

Organization

D

C

c-1

Contract identification

D-2

D-1

code

Govemment
contracting agency
Funding goveffiment
Services contracted

Years of contract

ooeration
Type of funding
Current contract term

Mental Health &
Addition Branch,
Manitoba Health
Manitoba
Government

Mental Health &
Addition Branch,
Manitoba Health
Manitoba
Govemment

Mental Health &
Addition Branch,
Manitoba Health
Manitoba
Government

Information

Information

Professional services

education and peer
support

education and peer
support

(Information

t2

I2

r0

Core funding and
Prosram fundins

Core funding and
Prosram fundins

Specific project
fundins

I

I

I year,

year,

Apl.t12004

Mar.
Representative of the

3ll

-

2005

Executive director

year,

-

education and peer
support)

-

ApLl12004
Mar. 31/ 2005

Ap1.112004
Mar. 31/ 2005

Executive director

Executive director

organization
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Table

L-3: Contract description for organizations E, F, G, and H

Organization

E
E-1

Contract identification

H
H-1

G
G-1

F

F-t

code

Government
contracting agency

Labour and
Housing
Department

Labour and
Housing
Department

Family

(responsible
for Federal

Family

Services and

Coordination

Services and

Housing

on Homeless),

(responsible for
Federal
Coordination on
Homeless),

Human

Human

Resources and

Resources and

Skills
Development

Development

Family

Community
Support
Branch,
Manitoba

Violence
Prevention
Branch,
Manitoba

Housing

Funding government
Services contracted

Skills

Canada,

Canada,

Through
Wirmipeg
Housing and

Through
Winnipeg
Housing and

Homelessness

Homelessness

Initiative

Initiative

Manitoba
Government

Federal

Federal

sovernment

Core

Core

Emergency

sovernment
Intervention and

administrative

administrative

reliefand

services,

services,

transitional

Counselling

Residential
pre-natal

assistance to

services,

Information

services,

and referral
services,

Residential
post-natal

homeless
persons

Community-

services,

based second
stage program
(not a

Community

Manitoba
Government

residential
program, but
counselling

support
programs include
emergency
sewices,
housing,

inner city

prevention,
outreach, and a
drop-in centre

follow-up/
Family
preservation

services)
Years of contract

l1

8

4

4

operation
Type of funding

Core funding

Core funding

and

and

Specific project
funding

Program

Program
fundine
3 year,

Specific
project
funding

I

I year

fundins
Current contract term

3 year,
Apt.l12002

-

Ãpl.t/2003-

year,

-

Apl.t2l2004

Mar. 31/ 2005

}l4ar.31l 2006

5ep.2812004
Sep.2812005

Representative of the

Board

Board

Executive

Executive

organization

Chaimerson

Chairoerson

Director

Director
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March 3112005

Appendix M: The Contracting Procedure
Table

M-i:

Contracting procedure for organizations A and B

Organization

A

Contract identification code
Previous

B

A-2

A-1
None

Pier diem
funding for

funding

from this

B-2

B-1

Pier diem

None

funding for

the same
services in
grant form

government
agencv

Year of contract

I

995*

the same
services in
grant form

2000

199

No

Yes,

2000

r

initiation
Contract

Request for

Yes,

Initiation

proposal

competitive

Government
initiated

No

No

competitive

orooosal

nronosal
Yes,

Unsure**

Yes,

government

government

changed

changed

funding

funding
method from

method from
grant to
POSC.

Organization
initiated

Yes, seeking
funding for

grant to
POSC.

No

Unsure*x

No

Not

HRSDC
funding for

Not

service

provision and
to support the
growth of the
organization.

Contracting
procedure

Background
(government
policy, movement,
or new initiative)
Government's
involvement in
developing
orooosal
competition
involved in the
contract award
procedure

HRSDC
funding for
people with

Type of
contract

orocedure
from the
perspective of the
executive director

applicable

people with

disabilities.
"government

Nothing

assisted us

submitted

disabilities.

Unsure**

Nothing
submitted

with that
lorooosal)"
"..there could
be in house

competition...I
presume there

is."

Duration of the
contracting

applicable

"No, there
wouldn't be,
because it
seemed not
a contract."

"Th¡ee to four
month"

Two weeks

Cooperative

Cooperative

*The executive diÌector was not able to give an accurate data.
**The executive directol'was not sure of the answer, because

know how
works, but

it

the

competition
is actually
there"

Unsure**

"took

a

yeat"
Competitive

she or he was not on the position at that time.
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ttnone"

"I don't

Cooperative

Table

M-2: Contracting procedure of organizations C and D

Organization

D

C

Contract identifi cation code
Previous
funding from
this
contracting
government

c-1

D-2

D-1

None

None

None

1993

I 993

r995

Yes,

Yes,

Yes,

noncompetitive

non-competitive

non-competitive

proposal

proposal

Both sides
initiated,
government

Both sides
initiated,
government

Yes

intended to
support the

intended to
support the self-

self-help

help initiatives in
the community.

agencv

Year of
contract

initiation
Contract

Initiation

Request for
proposal

nronosal

Government
initiated

initiatives in
the

Organization
initiated

communitv.
Both sides
initiated,
through a
mutual
relationship

Both sides
initiated, but
organization did

No

needs assessment

and service

plannins.
Background
(government
policy,

Manitoba mental
health reform

Not applicable

Unsure*

No

Yes

"Today there

"There was no
competition at

"There was none."

Manitoba
mental health

reform

movement, or
new initiative)

Government's
involvement in
developing
prooosal

Contracting
procedure

competition
involved in the
contract award
procedure

Duration of the
contracting
Types of
contract

orocedure
from the
perspective of
the executive

is no

competition,
not for our
people."
Unsure*

all."

"close to two

"Six months"

years"
Cooperative

director
*The executive director was not sure about these answers.
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Cooperative

Cooperative

Table

M-3: Contracting procedure lor organization E, F, G, and H

Organization

E

Contract ident fication code
Previous

in

government
asencv

Year of
contract

G
G-1

H
H-1
None,
the Supporting

same services

None,
the Supporting
Communities

in grant form

Partnership

Partnership

Initiative did

Initiative did

not exist.

not exist.

E-1
Started one
year term
POSC with
government

funding
from this
contracting

F
F-1
Pier diem

funding for

1989.

Communities

1994

1997

2001

2001

No

Yes,

Yes,

competitive

competitive
proposal

initiation
Contract

Request for

Yes,

Initiation

proposal

noncompetitive
orooosal

Government
initiated

No

proposal.

No

No

Both sides
initiated, there
was an open
request for
proposal from
the
government

Organization
initiated

Background
(government

Yes,

Yes, the

organization

organization

did

assessment

was seeking to
change the

and service
plan.

method from

Not

pier diem
funding to
block fundine.
Not applicable

a needs

Yes,
seeking core

funding.

Both sides,
seeking

funding for
expanding
services.

funding

National

National

Homeless

Homeless

policy,

Initiative and

Initiative and

movement, or
new initiative)

the Supporting

the Supporting

applicable

Communities

Communities

Partnership

Partnership

Initiative

Initiative

launched in

launched in
1999.
"they (the

t999.
Government's
involvement in
developing

No

Not applicable

proposal
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"the
govemment
coached us to

government"

develop the

guided us (in
developing the

pronosal"

orooosal)"

Contracting
procedure

competition
involved in the
contract award
procedure

"It's not

"There

"There was a

competitive

wouldn't be

lot of

award

any

procedure"

competition,

a

competition in
as

in 1997, we
were the only

maternity
home in

Winnioes."
Duration of the
contracting
Types of
contract

Procedure
from the
perspective of
the executive

"two years"

"a year of
negotiation"

Cooperative

Cooperative

director
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"a lot...very
competitive"

2004 because

this local
community
(PFAC)....thar
was pretty
severe."
Seven months

Cooperative

"Four to five
months"
Competitive

Appendix
Table

N: Contract Funding and Cost Sharing

N-l:

Contract funding and cost sharing for organizations A and B

A

Organization
Contract
Funding
amount as
recorded in
the written
contracts

2000-0r

to access

access

2001-02

Not able

Not able to
access--

2002-03

to access
Not able
to access

Not able to

s64,872

Not able to

2003-04

B
B-l

A-1
Not able

^-2to
Not able

B-2

$

171,493.00

s866,666.34

$

171,493.00

s866,666.34

$

153,230.00

s866,666.34

access

s154,842.00

access

2004-05
Actual amount of funding
received through the
contract in2003-2004
Total actual program

s64.872

sl56.430.77

Not able

$Not
aoolicable

$

$

160,880

154,842.00
$152,477.00

l6l,3ll

$187,623.00

st,219,872.00

99.7%

$81.3%

69.4%

0.3%

t8.7%

30.6%

1.073.834.52
$846,755.00

to access

Not able

expenses in2003-2004

to access

Actual amount received
from the contracts as a
percentage of total actual
program expenses

Not able

Percentage oftotal

Not able

program shared by the
orqanization
Total organization

to access

to access

$246,980

sl,401 ,495

operating revenue in

2003-2004
Contract funding as a

263%

65.1%

percentage oftotal
organization revenue
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11.0%

60.2%

Table

N-2: Contract funding

Organization

contracts

D

C

Contract
Funding
amount as
recorded in
the written

and cost sharing for organizations C, D, E, and F

c-1
2000-01

2001-02
2002-03

D-l

D-2

E
E-l

F
F-1

Not able to

Not able

access

to access

Not able to

Not able

access

to access

Not able to

$312,000

$2,400

s215,700

s572,700

s2.400

$215.700

$2.400
$2,400

$229,300

$342,600

$317.400
$320.500
$317,400

$215,700

$599.100
s608.000
$s99,100

$525,000

8377,799

$5,000

$338,1 60

s

6s3%

84.0%

48.0%

63.8%

s9.0%

34.7o/o

16.0%

52.0%

36.2%

41.0%

ss2r,s44

$ 1,1

41.4%

51.3%

$2,400

Not able to

ss72,700

access

$2,400

Not able to

s572,700

access

access

2003-04

$342.600

2004-05

s346,000

Actual amount of funding
received through the
contract lu;r2003-2004
Total actual program
expenses in2003-2004
Actual amount received
from the contracts as a
percentage of total actual
Drosram exDenses
Percenlage of total program
shared bv the orsanization

Total organization operating

9543,941

$385,657

1,014,568

68,148

revenue in2003-2004

Contract funding as a

63.0%

82.3%

percentage oftotal
organization revenue
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0.6%

Table N-3: Contract funding and cost sharing for organizations G and H
Oreanization
Contract
Funding
amount as
recorded in
the written
contracts

G

H

G-1

H-1

2000-0 I

Not applicable

200t-02

$

2002-03

Not anplicable

(Apr2,0I-Mar29,

S93,913.00 (Sep7, 01 -Sep6,02)
$162,684.00 (Jun 18, 01 -Junl7,

02)
$ 168,534.00

$241,958.00 (Nov, 14,02 -Sep,

107,374.00

02\

(Sepl,02 -Oct3l,

26,03)

03)

l,

2003-04

Not applicable

$69,097.00 (Dec I
04)

2004-05

$

128,955.00
(Sep29, 04 -Sep29,

$278,504,00 (Apr 12, 04 -Mar 31,

0s)

0s)

s23t,532 (2004)

Actual amount of funding

$68,956.05

received through the

(May1,03 -Oct31,

contract itt2003-2004

03)

Total actual program

s277,gss.22

s438,266 (2004)

24.8%

s2.8%

75.2%

47.2%

$289,300.00 (03/04)
$246,903.00 (02103)

s436,356 (2004)

operating revenue in

2003-2004
Contract funding as a

23.gyio (03/04)

53.1%

expenses in2003-2004
Actual amount received
from the contracts as a
percentage of total actual
Droeram exDenses
Percentage oftotal
program shared by the

orsanization
Total organization

percentage oftotal
orsanization revenue
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03

-Apr

12,

Appendix O: Contract Requirements
Table O-1: Mental disabiiities and mental health service fields
Service field

Mental Disabilities

Services

Supported
emolor¡ment

Contract
Government contract agency

Adult day programs

A-1. B-l

A-2,B-2
Adults Services

Manitoba
Advanced
Education and

Branch,
Community Living

Training

Division,

Mental Health
Mental health self
help
c-1, D-1, D-2
Mental Health &
Addition Branch,
Manitoba Health

Manitoba Family
Services and Housing
Access to
service

Client

Person with

Person with mental

Person affected by

eligibility

mental
disabilities,
mental illness,
and/or physical
disabilities

disabilities*

mood disorders, their
families, füends, and
the general public.
(universal)

Selfreferral,
Other referral

Self referral,
Manitoba Family
Services and Housing

Self referral,
Other referral

none

none

none

none

none

none

Defined in the
proposal
submitted by the
organization.

Defined by Manitoba

C-l, D-l: dehnedby

Family Services and
Housing, but B-2 was
modif,red by the

Manitoba Health, but
based on Mental
Health Self Help

organization.

Policy**.

Client referral

Staffing

Staff

standards

qualifications

Staffclient
ratio
Service
standards

Service

definition,
goals and

activities

D-2: defined in the
proposal submitted
bv the oreanization
Service

Follow up for

delivery
duration

th¡ee months

Defined client

Number of
clients securing
emolovment
Number of
clients served

outcomes

Defined
program

only

Defined maximum
number ofdays of

none

service per year as
260
none

none

Number of clients

none

served

outDuts

Legislation
and policy

Specifìc
statutory
resulation

None mentioned

The Vulnerable
Persons Living with a

Mental Disabilitv Act
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None mentioned

Specific
government

None mentioned

None mentioned

policy

Mental Health Self
Help Policy,
Consumer

Participation Policy,
Co-occurring Mental
Health and Substance
Use Disorders

Initiative
Program
administration

Program

policv
Service
nrocedures

Client record

Defined as the
obligation of the
coordinator from
the organization.
The
requirements are

The contract required
the organization to
establish its program

The contract required
the organization to
establish its program

administration.

administration

None mentioned

required

Board of
directors
Organization
develonment

None mentioned

Incident report must
follow The
Vulnerable Persons
Living with a Mental
Disability Act.
None mentioned

Other
administrative

Liability

required

required

requirements

required
Not required by
the contract.

reouired

required

Not required by the

Not required by the

facilities

Confidentialitv
Facility
standard or

contract.

contract.

standards

Licensins

management

clearly
articulated.

Organizational
governance

Physical

insurance

*Their eligibility was assessed by the Regional Office of Manitoba Family Services and Housing and approved for
Vocational Day Services.
**The voluntary organizations participated in the development ofthis policy paper.
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Table O-2: Child and family services and emergency and relief services fields

Service field

Child and Family Services

Emergency

&

Relief
Services

Women's centre
(domestic violence

Matemity home

Services for homeless
people

mandate)
Contract
Government contract agency

E-1

F-1

Family Violence
Prevention Branch,
Manitoba Family

Manitoba Family

Services and

Services and

Housing

Housing

Community
Support Branch,

G-1

Labour and Housing
Department
(responsible for
Federal Coordination
on Homeless),
Human Resources
and Skills

Development
Canada,

Through Winnipeg
Housing and
Homelessness

Initiative
Access to
service

Client

Women (not

eligibility

specifically

Client referral
Staffing

Staff

standards

qualifications
Staff client
ratio

Service
standards

Service
def,rnition,
goals and

activities

Pregnant women

Homeless people

Hl:

articulated, but
implied those who
are involved in
domestic violence)
Self referral
Other referral
None mentioned

Selfreferral

Self referral

Other referral
None mentioned*

None mentioned

None mentioned

None mentioned

None mentioned

Defined by the
Family Violence
Prevention Branch,
with some impute
from the
oreanization

Developed by the

Defined in proposal
submitted by the

of

Service

The number

delivery
duration

counselling

Defined client

None mentioned

homeless youth
between the ages of

12-29.

organization.

organization.

The maximum
service period.

None mentioned

None mentioned

None mentioned

Service volumespercentage of
occupancy of
residence and
number of outreach

Required the

clients

submitted by the

sessions and
srouDs

outcomes

Defined
program
outputs

Numbers

of

support groups per
year, number of
sessions

ofper

group, and time
duration ofeach

organizations to meet
the defined program

output articulated in
the proposals

orsanization.

session.
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Legislation
and

policy

Program
administration

Organizational
govemance

The Child and
Family Services

Specifrc

None mentioned

statutory
rezulation
Specific

Standards Manual

Manitoba's Child

governrnent

for Women's

policy

Resource Centres.

and Family
Services Program
Standards Manual.

Program

Standards Manual
for Women's

The contract
required the

Service
nrocedures
Client record
manasement

Resource Centres.

organization to
establish its
program

Board of
directors
Organization

Standards Manual

oolicv

None mentioned

Act
None mentioned

None mentioned

administration. * *

Not mentioned

Not mentioned

Required

Required

Required

Reouired

Reouired
Not required by the
contract, but have
to comply with the

for Women's
Resource Centres

develooment

Other
adminishative

Liability

requirements

Confidentialitv
Facility

Physical

facilities
standards

insurance

standard or
Licensing

Not required by the
contract.

Reouired

Not required by the
contraçt.

Residential Care
Facilities Licensing
Reøulation
*The contract did not mention staff qualifications and fhe Residenlial Care Facilities Licensing Regulation (1988).
However, this organization was required by the relevant government agency to comply with this regulation. It required
that all of the staff working with clients must have earned first aid and cardiopulmonary resuscitation certificates.

**Service procedures and client records management had to followedthe Residential Care Facilities Licensing
Regulation (1988), but it was not mentioned in the contract.
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Appendix

Table

P-l:

P: Contract Termination

and Renewal

contract termination and renewal for organizations A and B

Organization
Contract

A

B

A-i

Changes in the
agreement in past
contract renewal
experìences

One significant
change initiated
by the agency
was expanding
the client's
eligibility to

A-2
None

One significant
change was
decreasing one

full-time position
from the staff

B-2
In 2004, the
organization
imitated "the light
word changes

include the

government, in

people with

about the services
we provideSchedule A,8..."

2002. It was
never again
funded.
Has never been
terminated.

Has never been
terminated.

funded by the

mental illness or
disabilities.
Continuity of this
service contract in

B-1

Has never been

terminated.

the past.

Has never
been
terminated.

However, the
contract was not
renewed between

2003-2004. The
funding was
provided without
Is this contract

Yes,

expected to be
renewed?
Reasons for

renewal

Possible impact
contract

termination

of

Yes,

for 2005-2006.

Yes,
for 2007.

"We have always
been approved."

Yes, because
the pier

diem
funding

"Because it (the
contract) has
been for 15 years
and we are a

comes with
the clients.

good
organization."

"Two staff will

be gone. Even if
we recruit
volunteers, we
won't be able to
pick up the cost."

for 2005-2006.

an agreement.
Yes,
for 2008.

Yes, because the

pier diem funding
comes with the
clients.

"Won't

"We lose this

"We wouldn't be

exist"

program, or
might still keep
the program but
with only two

here."

staff."
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Table P-2: Contract termination and renewal for organizations C and D

Orsanization
Contract

C

Changes in the
agreement in past
contract renewal
experiences

D

c-1
D-1
In 1995, funding was significantly increased to

D-2
None

establish services in other regions.
In 2002, the content of the agreement had
significant changes to reflect the concept ofthe

Mentql Health Self-Help Policv (2002\.

Continuity of this
service contract in

Has never been
terminated.

Has never been terminated.

Yes,
for 2005-2006.

Yes,
for 2005-2006.

"We are reputable"
"They don't want
political troubles,

"We have some common

the oast.

Is this contract
expected to be

Has never
been
terminated.
Yes,
for 2005-2006.

renewed?
Reasons

for

renewal

because we

will do

advocacy."

agreement with them.

A¡d

"common
agreement"

the Minister of Manitoba

Health put self-help
organizations on his

priority."
Possible impact

contract
termination

of

"We will still exist,

"We will fall. We can't

"We won't be

but a shirking nonprofit organization
with two staff left."

survive without the
government funding."

able to provide
the services in

SMHC

ISelkirk
Mental Health
Centrel."
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Table P-3: Contract termination and renewal for organizations E, F, G and H

Orsanization
Contract

E

F

G

E-1

F-1

G-1

Changes in the

In 1994, this

agreement in past
contract renewal
experiences

service
agreement
changed from
one-year term

project funding
to three-year
term core
funding.

In 2003, the
organization
initiated to
"change some
words in
Schedule A, B,
and C.

[regarding
service

provision]"

Continuity of this
service contract in

Has never been
terminated.

the past.

Has never
been
terminated.

H
H-1

In 2004, the
funding was
decreased
because the

government
funded the
lower paid
position of

In 2000, there
were two
services
contracts with
the V/innipeg

Homelessness

Housing

Initiative. The

outreach
worker instead
of executive

contract for the
transition house
was never

director."
After the end

funded asain.
Has never been
terminated..

of the previous
service
agreement

(Oct, 2003),
the

government
took one year
to renew this
agreement.

Is this contract

Yes,
for 2005-2008.

expected to be
renewed?

Yes,

No,

No,

for 2006-2009.

the

the organization
expected that the

organization

will not renew
the contract in

2005 for the
new term
Reasons for

"We do good

"Because

renewal

work. They (the

we're the only

government)
have money.
They have to

organization to
provide a
maternity
home."

fund us, because

of

2005-2006.
"We're going
to ask for
money for

different areas
this time, but
not for this

project."

the needs are so

government will
terminat the
contract ín2006.

much."

"For this project
(SCPi), we can
have only three
years funding.
This is the fourth
year they
allowed us. It's
the last year with

them."
Possible impact

contract
termination

of

"It won't shut
the door. We
will have less
than halfofour
staff. We can't

"Vy'e

will close

this
organization."

with the

for

government

substantially

agency anymore,
we will be forced
to close our

more money to
develop this
corporate

provide
counselling for
100 women
annually"

[building] into
a

shelter. . . that's
good for us."
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"If

"'We're
planning to ask

no funding

door."

