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Introduction

This paper examines a Canadian organizational form of autonomization that presents a paradox in the context of the Canadian case of public management reform. The paradox is this. Canada is seen as a laggard, “almost a deviant”, when it comes to the autonomization of the state, at least according to the New Public Management script of “agencification” (Bouchaert and Peters, 2004, 24; also Pollitt, Talbot, Caulfield, Smullen, 2004;  Graham and Roberts, 2004; Aucoin 1995, 1996). Its adoption of the agency form of organization was extremely limited and restricted in the first phase of organizational reform, and then applied to less than a handful in a second phase, with no major further applications promised. At the same time, it has adopted an organizational form of autonomization – the “independent foundation – that gives these agencies a degree of autonomy that some, including this author and Canada’s Auditor General, think places them beyond the pale of ministerial authority and responsibility and thus democratic state control (Aucoin, 2003; Canada, Auditor General, 1999, 2002, and 2005). These foundations would not fit the definition of agency offered by the NPM script, except perhaps for the more open-ended category of “more autonomous bodies” that Pollitt, Talbot, Caulfield, and Smullen describe as a “non-agency” category that “lies ‘beyond’ agencies.” (2004, 9) Why would a government that restricts the adoption of the agency model, because it wants to maintain, among other things, ministerial authority, responsibility and accountability, also adopt this more radical model of autonomization?

The paper tries to find an explanation for this paradox in both the logic of designing specialized or single-purpose organizations in the sphere of public governance and administration (“disaggregation” if carved out from a multi-purpose organization) and in the political culture and institutional traditions of Canadian governance and public service. These organizational designs facilitate extensive autonomy, not just for management but also for governance. Significant trust is vested in the governors and executives of these foundations. These foundations operate in a policy context with tasks that allow for, even promote, extensive delegated or shared governance by “the great and the good” from the world of academe and high tech industry. Autonomization, in this case, does not run counter to the political culture and institutional traditions of extensive ministerial intervention in the administration of public affairs. At the same time, the governors and executives of these foundations are linked in informal and operational ways to the public service networks that facilitate inter-organizational or horizontal (or ‘joined-up’) coordination. Finally, the accountability regime for these foundations meets the standards of contemporary standards of public reporting on results and performance but, as elsewhere, the makes for a ‘light’ accountability regime. 

The paper first reviews the Canadian experience with public management reform in regard to these organizational designs. It places these designs within the context of the overall architecture of the Canadian federal government, an architecture that contains, as elsewhere, there is considerable diversity of organizational forms beyond the ministerial department (or ministry, as it is called elsewhere
). It considers these reforms from the perspective of the evolution of autonomization in the contemporary public management reforms in Canada. This evolution begins with the modest efforts to establish agencies along the lines of the New Public Management model and concludes, at this point in time, with the radical design of independent foundations.
The ‘Special Operating Agency’ Model: Policy and Operations

By the late 1980s, Canadian public management reform had followed the British pattern, seen as the exemplar of the New Public Management, but only in a tentative fashion.
 A general devolution of management authority to departmental ministers and their officials, tied to increased accountability, had been attempted but meet with little interest (Savoie, 1994; Aucoin, 1995). Similar to the design of the British Financial Management Initiative, the Canadian program, entitled Increased Ministerial Authority and Accountability, was considered no more successful than its British counterpart. As a consequence, the Canadian government moved to consider changes in the organizational design of public-service management, and did so for the very same reasons that British public management reformers, in proposing its Next Steps program, namely, to achieve improved public management by restructuring the operational side of government into “executive agencies”. Not long after the British government unfolded its new organizational design, the Canadian government announced its program of “special operating agencies (SOAs).” The SOA design was explicitly modeled on the British design, albeit as interpreted through the Canadian public service lens.

The assumption in Canada was that this new model required, first and foremost, a willingness to adopt an organizational separation of powers, or division of labour, between those responsible for policy and those responsible for operations (hence the title of these agencies
). The Canadian model assumes that responsibility for policy is retained by the minister and her or his department, while responsibility for operations, or more precisely the management of operations in the implementation of policy by way the delivery of public goods, services and regulations (as well as the management of operations internal to government departments and agencies), is assigned to an organization that is separate from the department in some fashion and is managed with a degree of freedom and flexibility that distinguishes it from the standard management regime for departmental administration. It was assumed that SOAs would operate in “a relatively stable policy environment” that would remove the need for “ongoing ministerial involvement” and that these operations would have “objectives and outputs [that] can be reasonably measured” (Canada, Steering Group on Special Operating Agencies, 1994, 52). 
Although the most definitive international study of agencies has found that: “It is not at all clear…that such a separation actually is a fundamental part of the agency idea and agency practice.” (Pollitt, Talbot, Caulfield, Smullen, 2004, 41), the Canadian understanding of the agency model assumed that the separation was critical to establishing the managerial freedoms necessary to secure the benefits of greater organizational productivity. ‘Letting the managers manage’ in the Canadian tradition had always meant reducing the capacity of ministers to intervene in public-service operations. And ministerial intervention in operations has long been deemed a major prerogative, even duty, of ministers. This duty is predicated primarily on the need for federal government ministers to demonstrate visibly the responsiveness of the federal government to Canadians at the level of service delivery (Aucoin and Bakvis, 1988; Carroll and Siegel, 1999; Savoie, 2003). Ministerial intervention in government operations in the context of the Canadian system of federal government thus takes on a special meaning beyond even democratic direction and control, let alone partisan pork-barreling.
 In the highly decentralized federation that is Canada, federal ministers have an obligation to show that the federal level of government matters in terms of public services. 
The perceived need to separate responsibilities for policy and operations in order to achieve enhanced managerial and organizational performance could thus not but constitute an obstacle in the Canadian government to public management reform along this line, at least on any grand scale. Ministers could not be excluded from the operational arena, except perhaps in those areas of public administration where public policy was clearly established, stable, and uncontroversial or where partisan-political intervention simply would not be tolerated. The fact that both the British and New Zealand governments were willing to establish some agencies that would also be responsible for providing ministers with policy advice was not deemed an organizational advantage of the model in Canada at the time. For the Canadian reformers, the principal purpose of the separation of policy and operational responsibilities was to get ministers out of certain kinds of operations in order to give managers the freedoms and flexibilities to pursue economies and efficiencies. By understanding the model in this way, the Canadian reformers perhaps marginalized the model at the outset. Not surprisingly, there was never any significant ministerial interest (Aucoin, 2001).
Second, the fact that the British and New Zealand restructurings in line with the agency model also involved the establishment of independent regulatory agencies was also seen as irrelevant to Canada. The Canadian state has long had quasi-independent regulatory agencies, operating at arm’s length from ministers and departments, including those departments that are responsible for formulating or approving the regulatory policies administered and adjudicated by these agencies. For the Canadian government, there was nothing new to establish here. In the view of the Canadian public service, the British and New Zealand governments were simply expanding into an area where Canada had a longstanding tradition, especially in respect to the use of independent decision-making agencies for the quasi-adjudicative processes of regulation. In their view, the British and the New Zealanders were simply catching up with Canadian practice (Graham and Roberts, 2004, 140). In any event, regulatory operations were not regarded as operations where significant management improvements were necessary in terms of economy and efficiency. Regulatory reform was on the agenda, but was not perceived primarily as a public management reform issue. 
As a result of the Canadian preference for ample opportunities for ministerial intervention, the scope of the application of the new “special operation agency” form was necessarily limited. At the outset, accordingly, the idea was that the first few SOAs would be established as a pilot program. But there emerged no plan to review and evaluate these pilots. The SOA design simply became simply one of the regular options for government organization, notwithstanding the “special” in its title. 
‘Public Service 2000’: The Limits of Public Service Led Reform
In 1990, as part of a comprehensive but less than coherent program of public service reform called Public Service 2000, the Government promised to extend the form to “as many organizations as possible” (Canada, 1990, 24). “As possible”, however, was an important qualifier; it signaled that the organizational design would not be a universally applied model of reform as in Britain or New Zealand. In contrast to their two countries, Public Service 2000 was essentially a public-service led reform. It had no ministerial champion. As a consequence, no major government organization was remodeled as an SOA. As virtually everywhere else, the passport office was included; many others were internal ‘common service’ organization, e.g. translation services, internal audit and consulting services, training and development services. By the time of the change in government, from Conservative to Liberal, in 1993, there were only 15 SOAs, employing barely three percent of the public service. (Twelve years later, in 2005, the number had increased by less than a handful.)
From the outset, SOAs have been a modest variation from the ministerial department form of public-service administration. Not only do SOAs continue to be essentially departmental organizations, albeit with a distinct organizational identity, they function under the authority of deputy ministers (the department’s public-service administrative head) rather than directly under the department’s minister, as is the norm in Britain and New Zealand. Deputy ministers, accordingly, are responsible and accountable to their minister for the SOAs in their departmental family. Since deputy ministers have their own statutory authority for certain aspects of administration, as well as delegated authority from the Treasury Board
 and the Public Service Commission
 for various corporate management purposes, the retention of responsibility and accountability for an SOA with the departmental deputy minister means that the special management authorities vested in the senior administrative officer of an SOA must be negotiated primarily by the deputy minister and the Treasury Board and the Commission, in addition to being approved by the departmental minister. As one official account presents it:
The framework document and the business plan are central to SOA accountability. On the one hand, the framework document sets out the agency mission and its relationships with other parties. On the other, the business plan represents a detailed performance contract between the department and SOA management that is renewed annually. In submitting the plan, the SOA chief operating officer is committing to be held accountable for the achievement of specific objectives and performance levels. In approving the plan, the minister is agreeing to allow agency management to pursue the broad direction and strategies in the plan within the [management] freedoms set out in the framework document (Fyfe and Fitzpatrick, 2002, 63).


In the above and other respects, SOAs qualify as agencies under the criteria for the international phenomenon of agencification as set forth by Pollitt, Talbot, Caulfield and Smullen (2004). First, they represent a measure of autonomization in that they are not “divisions or directorates of ministries or departments of state,” and while they are under deputy ministers (as are some British executive agencies) they are not part of the “main ministerial hierarchy” (2004, 8). Although minimal, they have “greater autonomy than the ‘normal’ divisions and directorates in the core of the ministry” (2004, 9). Second, they are subject to a form of contractualization for the purposes of direction and accountability by their principals (deputy ministers and ministers). And, third, they constitute disaggregation in the sense that their form allows for a specialization of operations focused on a discrete or even single set of clients or on a coherent set of functions. Obviously, in a world where everything can be related to virtually everything else, the idea of disaggregation is relative. But they are disaggregated in a stand-alone or single-purpose fashion within the confines of the conglomerate, multi-purpose department structure that has come to characterize most ministerial portfolios in the Canadian government. 

In the context of Canadian government, SOAs were at the outset and remain one step removed from the ministerial department model. But it is a short step. They do not have the degree of governance or management autonomy that is afforded the several forms of non-departmental organizations, including a multitude of Crown corporations of different types (some commercial enterprises, but most essentially public service organizations), a host of administrative tribunals and quasi-judicial regulatory commissions, and a large assortment of hybrids or sui generis forms. Since the Financial Administration Act is the principal statute that classifies the various organizational designs in the machinery of Canadian federal government, the various non-departmental designs are differentiated primarily on the basis of differences in administrative powers respecting the control and management of financial and human resources and other assorted administrative matters. This approach has the unfortunate consequence of disguising, in many instances, the significant differences between organizations that are under the direct management and control of ministers and their department officials and those that are not.
 Suffice to say that SOAs are not far removed from ministerial or departmental control. They are not like those Crown corporations that are able to staff their own organizations, to establish their own management regimes, and to operate at considerable (but not complete) arm’s length from ministers and their departments as well as from central management control agencies. 
Government Restructuring and Program Review: SOAs to the Sidelines

By 1993, a new Liberal government was in place. It came to office months after the outgoing Conservative government had initiated a massive restructuring of the ministerial portfolio and departmental system, encompassing virtually all major departments. The restructuring had given the opportunity for departments to consider greater use of the SOA model, especially as it offered any prospects of greater productivity and improved public service. Precious few new SOAs emerged from the process, even in the newly amalgamated Department of Public Works and Government Services (the government’s principal common services and procurement organization that had once been two departments) where there had been great expectations for extensive use of the SOA model by this department on the part of the Treasury Board Secretariat (Roberts, 1996a). 

Alongside the restructuring, the Treasury Board Secretariat and the Auditor General (a major proponent of public management reform but also said to be a member of a “control lobby” that limited the prospects of reform
 (Roberts, 1996b)) jointly sponsored an assessment of the SOA experience. Its 1994 report, entitled Taking Stock, was mixed in its assessment (Canada, Steering Group on Special Operating Agencies, 1994). Some progress was noted on several fronts and most of those who had direct experience in managing an SOA thought the model better than traditional structures for operational management, at least for the operations in question. At the same time, the limited scope for reform had meant that there was not much in the way of an effort to establish the conditions to make the agency model to achieve maximum performance. The public management environment within which these few agencies had to work was too embedded with traditional approaches of ministerial intervention, and thus centralization at the senior levels of management beginning with the deputy minister, not to mention extensive central agency management controls that applied government-wide. 

Of even greater significance, a budget reduction and realignment initiative, called Program Review, was also undertaken by the new Liberal government at the start of its mandate (Aucoin and Savoie, 1998). This too was a massive effort, not least because it came on the heels of the 1993 restructuring. Program Review was meant to eliminate the huge deficits under which the Canadian had been labouring from over two decades (and it quickly did so as multi billion dollar surpluses began to be had by the end of the 1990s
). Program Review set budget reduction targets high enough to demand that many, if not most, departments perform major surgery on their programs and their methods of delivery. The SOA option simply did not loom large as an option in pursuit of this surgery; indeed, the option was not used at all. Rather, the most significant organizational change was to move governance and management outside government altogether in the form of what came to be called “shared governance corporations”, that is not-for-profit corporations that are owned privately but are governed by a public mandate as established in their enabling legislation. The government appoints at best a minority of their governing boards of directors. For example, the Transport department sold the entire air navigation service to Nav Canada, a private not-for-profit corporation, created for this express purpose and owned by the principal users of the system, the major air carriers and business aviation (making it, at least at the time, an internationally unique organization). The Transport department also transferred management, but not the ownership, of the national airports to local airport authorities (primarily not-for-profit organizations). None of these organizations would classify as an “agency”; they are too far removed from government control. At best, they are independent or autonomous public bodies.
The ‘Legislative Service Agency’ Model: A New Hybrid of Department and Agency


A year later, however, the government announced the creation of a new form of agency – the “legislative service agency” (or sometimes simply “service agency”) – and three were then established: the Canadian Food Inspection Agency; Parks Canada Agency; and, the Canada Customs and Revenue Agency.
 The three new agencies were given a status elevated beyond the SOA model, in terms of their direct relationship with their responsible minister and the management authorities devolved to them. Each was created by statute; hence the “legislative” in legislative service agency. 
Although each service agency has a slightly different legislative regime, their managerial or administrative powers are essentially similar and in every case they are much further along the continuum of managerial autonomy than are SOAs. On this front, they come close to, or even surpass in some respects, the degree of managerial autonomy afforded the “semi-autonomous” government organizations which characterize what Pollitt, Talbot, Caulfield and Smullen say is the “ideal type” agency according to the criteria advanced by NPM reformers (2004, 20-46). On the other hand, since these agencies are each under the direction and control of their minister, they might be regarded as merely a new kind of department characterized by administrative decentralization in respect to its autonomy from central agency management controls (Perkins and Shepherd, 2001), In this respect, these three agencies perhaps are departments in the style of Australian “departments”, where there is devolved managerial authority combined with ministerial direction and control.
 This approach is the principal alternative to the agency model of New Public Management. 
It might be noted that no new service agencies have been created since these first three were announced almost a decade ago. It was reported at the time that the government had explicitly rejected a more extensive adoption of the agency model. The adoption of the new service agency model in each of the above three cases could be explained in terms of the particular circumstances of each case. 
The Ford Inspection agency was an integration of food inspection services from three departments that now reports to two ministers (Health and Agriculture); it is also a regulatory enforcement agency that justifies its operational arm’s length from ministers in terms of its regulatory functions. The Parks agency was a single purpose organization that had traveled around to several different ministerial portfolios and deserved its own independent status, especially since was now required to operate in a more commercial mode. And, in any event, parks policy was rarely high policy. The Customs and Revenue agency (CCRA) was the former department of National Revenue transformed so that it could have greater autonomy in the area of human resource management, including staffing, where it faced critical shortages of skilled personnel in several of its key operational functions. The fact that the CRRA took approximately 25 per cent of the federal public service out from under the jurisdiction of the Public Service Commission was considered acceptable since the new agency was given a management board that could protect it from any attempted political intervention on staffing. Further, the revenue agency, even though it has its own minister, has long been a model of the policy-operations separation of responsibilities, except in this instance the Finance portfolio is and always has been responsible for tax policy, while National Revenue/CCRA has been and is the tax policy implementation operation. In some salient respects, in other words, each of the three cases was sui generis. Additionally, the attraction of this new kind of agency for other departments was reduced with the promise, and then the enactment, of new legislation to modernize human resources management, no matter how modest a reform it may be by international standards.
 In this sense, these agencies may have served the purpose of being what Graham and Roberts call “sandboxes of experimentation” (2004, 158).
The ‘Independent Foundation’ Model: From Modest to Radical Change
A year after the new service agency model was announced, another innovation took an even more radical direction. This was the creation of “independent foundations” to implement public policy objectives and to administer public services. The first was created in 1997. Depending on how they are categorized, there are roughly a dozen foundations (Canada, Department of Finance, 2005). They are engaged in those fields of public policy work often undertaken by government organizations that operate at arm’s length from ministers, including industrial and university research and development and infrastructure, university scholarships, health sciences research and development, environmental research and development. 
Like SOAs and service agencies (as well as Crown corporations and other non-departmental organizational designs), the organizational designs of independent foundations vary in their particulars. But all these foundations share one critical feature: they are not government organizations. They are not under the direction and control of ministers. Rather, they are governed by their own boards of directors. They are independent of government. 
Their financial resources come to them primarily or even exclusively via budgetary transfers from the federal government. But these contributions are meant to be, and are considered to be, endowments, that is, the full amount is not expected to be expended by the foundation in the fiscal year in which the endowment is given.
 The portion not expected to be distributed in the short term is invested, with the returns on investment constituting additional revenue for the foundation. Once in the bank accounts of these separate foundations, these funds are no longer public money under the authority of ministers. By 2005, almost $10 billion had been transferred to the bank accounts of these foundations since 1997; almost $8 billion in total was still held by them following disbursements since 1997. 
These foundations are clearly not agencies. Although they are single purpose organizations in that they are meant to focus on “a specific area of opportunity” (Canada, Department of Finance, 2005, 2), they are independent of ministerial direction and control. They are autonomous, to be certain, but their autonomy goes beyond what is assumed to be the norm in the case of agencies. In short, they are not semi-autonomous, as is normally expected of government agencies. And, for the same reason, they are not subject to contractualization. Their endowments come with a “funding agreement” attached, but ministers are not able to act as principals in respect to imposing accountability or corrective action on these foundations on an ongoing basis. Indeed, ministers are not the principals of these foundations; at best, the foundations are agents of Parliament, which has created and/or funded them, or of “the public”, albeit in each case in some undefined way. Their public policy purposes are defined in their statutory mandates or corporation objects, as the case may be,
 and in their funding agreements.  
These foundations, however, are part of the ‘autonomization of the state’ phenomenon, even if they belong in the “more autonomous bodies” category. In every case, the federal government appoints only a minority of the directors of their governing boards. The majority are appointed by others, in different ways: in some cases by a body of “foundation members” whose primary, even exclusive, function is to appoint directors to their foundation board; in one case by a scientific society; and, in one case by the board itself. Further, even those who are appointed by the government, as ex officio members or as members in their own right, are required, by law, to act solely in the interests of the corporation; they cannot function as government agents. Ministers, accordingly, cannot issue directives to them, let alone to the board generally.
It follows that, under the Canadian system of ministerial responsibility, ministers cannot be held responsible or accountable for the decisions and actions of these foundations. They have no authority to direct them; they have no responsibilities in respect to them. Accordingly, they cannot be held accountable. At most, they can be held accountable only for the design and use of these foundations as organizational mechanisms to implement public policy objectives and spend public money and, second, for giving them their endowments, including the infusion of additional monies as has occurred in some cases.
 Beyond that, there is virtually nothing. The Auditor General, for example, has no writ to audit them. The best the Auditor General has been able to do, and has done so now on three occasions, is to conduct an audit of the government’s design of the “governance frameworks and accountability regimes” of these foundations and to follow up with an audit of the government’s subsequent responses to the Auditor General’s recommendations for improvements in these regards (Canada, Auditor General, 1999, 2002, and 2005). The Auditor General has no mandate to follow the “money trail” of the public funds given to these foundations in order to conduct a value-for-money or performance audit.
The government has been explicit that these foundations should not be considered “part of the federal government” (Canada, Department of Finance, 2005, 4). At the same time, ministers, not surprisingly, are more than willing to take credit for the public monies that are distributed by these foundations and to publicly associate themselves with these foundations, as though these foundations were government organizations at arm’s length. Indeed, the government continues to describe them as at “arm’s length”, despite the fact that this term has always been reserved for government organizations with a measure of autonomy from ministers but not complete autonomy. The foundations themselves put the “Canada” logo used by the federal government front and centre in their communications, and include ministers in these communications, as though they were part of the minister’s portfolio. There is nothing new here, of course. Ministers have traditionally tried to have it both ways with bone fide government organizations at arm’s length, that is, to accept the credit when the news is positive and to deflect the blame when the news is negative. 
What is new in terms of accountability is the extent to which the government has relied almost exclusively on results-based performance reporting and other measures of transparency to secure what it calls “public accountability”. The foundations, for example, are required to publish their independently audited financial statements and evaluation reports, although in each case they decide who will do these audits and evaluations and, in the case of evaluations, they determine the terms of reference. The annual reports of these foundations go either to Parliament, the public, or both. In every case, however, they are only ‘for information’: neither Parliament nor the public can act on these reports as principals would be expected to act toward agents in holding them to account, imposing sanctions or taking corrective action. Board members or executive officers of the foundations have been invited to Parliament to answer questions, but there is nothing MPs can do to hold them to account, short of shutting them down: the members of their governance boards are not public-office holders. In some instances, foundations invite citizens to annual “public meetings”, but citizens can do little other than register complaints; they are not the shareholders of the foundations.
 
The reliance on results-based reporting and transparency is not surprising in the present context. It is in keeping with the widespread use of results-based performance reporting in public management for the purposes of accountability, including the learning dimensions of accountability. The basic assumption of results-based reporting is that government organizations can report on their performance or results in ways that demonstrate to what extent, with what efficiency, and by what ways they have achieved the results required of them using the authorities and resources provided them. Everywhere, results-based reporting has come to the fore as a principal mechanism of accountability and control. It is a primary element in public accountability insofar as organizations are required to be transparent in reporting to Parliament, various other stakeholders and to general public. Electronic reporting has helped to transform the preparation and public dissemination of these reports. Transparency is served in this way, or so it is assumed.
On the other hand, these foundations are not subject to what many, if not most, citizens would consider the two most critical elements of holding governments to account, namely, performance audits by the Auditor General and the Access to (Government) Information regime. With a traditionally weak Parliament in terms of the accountability function (Docherty, 1997; Malloy, 2003), this means that Parliament’s principal audit agency, and most potent instrument for holding ministers and officials to account, is neutralized. At the same time, neither citizens nor their media have a right to access information from these foundations in order to subject them to scrutiny. In short, the foundations merely self-report. As a former president and CEO of the largest foundation, the Canadian Foundation for Innovation (CFI), informed a parliamentary committee: 
We’re always open to meeting with members of Parliament…[T]he structure that was put in place together with the legislation and funding agreement is one in which the processes are arm’s length [sic] from government…So informing and keeping you posted, but our mandate is not to go further than that (Canada, House of Commons, 2001, 29 emphasis added).

Why Independent Foundations?


The first foundation was “the direct result of lobbying by a handful of university presidents – lobbying directed at the Prime Minister’s Office [the PM’s personal partisan-political staff agency] with the support of Kevin Lynch, then Deputy Minister of Industry Canada [and subsequently Deputy Minister of Finance] (Doern and Levesque, 2002, 136-7). The Department of Finance was the birthplace of these foundations for two reasons. First, there was the demand for substantial new funding; second, there was the demand to protect the funding from ministerial intervention. Any new funding had to have the blessing of Finance Minister and his officials as well as the Prime Minister and his political advisors. This new funding would come from the first round of budgetary surpluses starting in 1997 that were the fruit of the Program Review initiative started in 1994. And, the expenditure budget system then in place left new spending entirely in the hands of the PM and his Finance Minister (Kelly, 2003; Savoie, 2001). Second, it was Finance that would have to devise a mechanism to lock away money in a way that would meet the ‘generally accepted accounting principles’ (GAAP) set by the Public Sector Accounting Board of the Canadian Institute of Chartered Accountants (the premier professional body of public accountants in Canada). The method chosen was to give the money as endowments to organizations not under the control of government. This locked the money away (Roberts, 2002). It also conveniently allowed the government to avoid putting the entire budgetary surplus into debt reduction. 

The Auditor General has criticized this method of financing public-policy programs (Canada, Auditor General, 2002 and 2005), but has not been able to state unequivocally that the GAAP are breached. The Finance department obviously found the right technical loophole, the secret and bottom line being that the foundations are not under ministerial “control” (Canada, Department of Finance, 2005, 3). The department also scored a public relations coup by coming up with the right terminology: the term ‘foundation’ in Canada is invariably associated with organizations that dispense monies to worthwhile public causes. It is a non-government term.
By adopting this independent foundation model with the requirement that they be outside the control of government, those responsible were also able to secure another set of objectives: to shield the foundations from both the performance audit mandate of the Auditor General and the statutory access to information regime. Exempting these foundations from these two public accountability mechanisms was clearly a preferred design feature for those who sought to take the Canadian so-called “alternative service delivery” approach to public management reform to its outer reaches, if not beyond the pale. It is not surprising that the catalysts and principal architects of this radical organizational design were officials in the departments of Industry and Finance and not officials in the Treasury Board Secretariat (the central management agency responsible for the “alterative service delivery” designs) or, for that matter, “machinery of government” specialists in the Privy Council Office (the prime minister’s public-service department and cabinet secretariat). The senior officials in the departments of Industry and Finance, especially in designing the prototype agency, the CFI, wanted an organizational mechanism that was
even more arm’s length from the government than the various [non-department government] bodies that were already part of the Industry Canada stable of agencies, including the NRC [National Research Council], NSERC [National Science and Engineering Research Council], and CSA [Canadian Space Agency] (Doern and Levesque, 2002, 136-7).

And, they succeeded. 
Autonomy

Autonomy was seen as the means to promote performance in the use of public monies in these several areas where innovation was deemed critical: education, research and development, and research infrastructure. According to the script, the foundations enable the “focused expertise…of experienced and knowledgeable individuals…to effectively target specific issues” (Canada, Department of Finance, 2005, 1). Implicit in all this, but usually left unsaid, is the assumption that the functioning of these foundations outside the political and bureaucratic arenas helps to ensure that they are led by “the great and the good” from the worlds of academe and high tech industry. They thus escape what is viewed as the program twisting and bending that inevitably arises when intervening politicians attend first and foremost to the interests of their electoral constituencies and the stifling mediocrity that results when bureaucrats impose a maze of rules and procedures to promote uniformity, rigidity and standardization in public services and their delivery.

Autonomy, however, is not something that concerned Finance or Industry officials (or, later, officials in the other departments that now use foundations, including Environment, Natural Resources, Human Resources and Skills Development, and Health). While ministers cannot not appoint a majority of the governing boards of these foundations, or their chief executive officers, lest they actually “control” the organization, senior officials know the major players in academe and industry who are the governors of these new institutional instruments of public policy. They are the “stakeholders” that governments now seek to engage.
  Together, they see themselves as partners in strategic new ventures that require the collaboration of and investments by both the private and public sectors. What from one perspective might be seen as a privatization of public policy implementation and the private management of public money is viewed by these officials as an enhancement of public policy and management capacity via the inclusion of the private sector leaders who are willing to provide for the governance and leadership of these foundations. This ‘shared governance’ model of ‘alternative service delivery’ might be seen as Canada’s version of British Prime Minister Tony Blair’s “third way” – neither public nor private, but rather a hybrid of the two (Flinders, 2004). 
While these foundations have a degree of autonomy from politics and bureaucracy that senior public managers can only dream about, there is no hesitation in providing for this autonomy. These partners and collaborators can be trusted to administer public policy and manage public money. They are not only the elite of a scientific establishment in an era where knowledge is deemed to be power but also part of a network of academic and industrial leaders that binds them with shared norms and mutual objectives.
 Additionally, there is an element of competition between them for their share of the foundations’ funds dispersed among their community that keeps them honest with one another, thus reinforcing the trust of public officials. 
Coordination

Further, the foundations link the academic and industry communities, on the one hand, to the government and public service, on the other, in ways that facilitate, even encourage, the mode of coordination that Mintzberg calls “mutual adjustment” (1979). This mode of coordination is the most effective mode for coordinating two or more partners that are not organized in a hierarchical or contractual relationship but which must be coordinated in order that their collective efforts serve to realize both their shared and individual goals. Mutual adjustment is invariably, if not inevitably, informal in character, in contrast to the modes of coordination that entail the imposition of hierarchy or standardization. It is not surprising to learn that the CEOs of the most important foundations have been invited to attend some deputy minister business gatherings where exchanges help these senior officials stay abreast of government-wide, corporate and horizontal government challenges and initiatives. 
In short, there is no reason to assume that state capacity for coordination has been diminished. Indeed, the informal relationships that necessarily arise with the use of this form of autonomous organization coupled with the freedoms given to foundations allow for perhaps even greater inter-organizational, as well as public-private, synergies. The vertical hierarchical and accountability relationships of ministerial responsibility that can impede horizontal cooperation between government organizations are absent here, at least insofar as the foundations are concerned (Bakvis and Jullet, 2004). What from one perspective is regarded a constitutional shortcoming, from another perspective becomes a managerial virtue.
Accountability
For their part, the governors of the foundations could not but be pleased that their accountability regime could be characterized as “accountability light”. Their external audit requirement entails an audit of their financial statements, but this is not an audit of the management of their operations employing the comprehensive methodology of value-for-money or performance auditing that is used by the Auditor General. And, as noted, the foundations are outside the purview of the Auditor General. Second, evaluations are required in most cases, but the foundations decide themselves on the terms of reference. Third, they must report publicly on their performance, but this self-reporting is not complemented by the requirements of parliamentary scrutiny or by a public right of access to the information (records, files and documentation) of the foundations. Fourth, they must comply with their mandate and the provisions of their funding agreements but there is little to fear here. They participated, as partners, in the design of the policies by which their performance in these respects will be judged and they share in the goals to be pursued. In any event, the process is designed to give them considerable room to exercise discretion in implementation and the disbursement of funds. They are deemed by government to be the “experts” in respect to implementation; in fact, the decisions on disbursements must be made by the accepted processes of “peer review”. 
Accountability in respect to the foundations is light in two respects. First, self-reporting on plans and performance has not constituted a major challenge to reporting entities in Canada (or elsewhere). It may be a nuisance as an administrative paperwork burden. Since neither MPs nor the press pay any serious or sustained attention, whatever shortcomings are revealed rarely, if ever, result in ministers or officials being held to account in ways that put their feet to the fire. The same can be said for the transparency of evaluations, even when “independently” conducted for departments or agencies. The experience of foundations is not different in either respect. Second, since foundations are not accountable to Parliament or to the public in any way that require them to defend or justify their actions, or to be subject to performance audits or open to public access to information, the requirements of self-reporting on plans and performance and the public release of evaluations are hardly the stuff of rigorous and demanding accountability; they run the risk of being more like fluff. The departments that collaborate with these foundations, as partners, show no inclination to be tough with them by insisting on compliance audits or program evaluations.
Organizational Designs and Policy Context

Finally, it needs to be noted that the policy context, or primary tasks of public governance and management, in the areas where foundations operate likely will have an important influence on organizational design (Pollitt, Talbot, Caufield, Smullen, 2004, 252-3). In the case of foundations, the degree of autonomy granted them, the modes of coordination used, and their requirements of accountability were significantly affected by the policy context, namely, science and technology policy as implemented in several basic and applied fields. This is the policy context where government agencies themselves tend to be structured at arm’s length from ministers and their departmental officials, although still within government. Indeed, the biographies of those who have become the governors of the foundations reveal that they are likely to have been on the boards of these government arm’s length agencies as well. In both cases, the boards of directors are populated by experts from outside government, that is, from academe and industry. And, in each case, the allocation of funds to individuals, organizations and projects is done using a peer review process.

The exception often demonstrates the rule, and in the Canadian case an aborted attempt to apply the foundation model to a radically different policy context illustrates this rule well. In early 2002, the government aborted the budget proposal to establish two new foundations, one to govern the distribution of an Africa development fund, the other a new strategic (physical) infrastructure fund. The second caused the abortion. The reason was simple: a number of federal ministers, who are never involved in the final decisions on the Finance minister’s budget, and backbench MPs in the government caucus were aghast at the idea of an independent foundation beyond their control and perhaps even influence dispersing a $2 billion fund on projects with huge political implications given their distributional effects on regional and electoral constituencies. In a quick reversal by the Prime Minister, and much to the embarrassment of the Finance minister and his officials, the scheme was revised so that the money remained in the budget but to be dispersed by ministers. This was clearly a classic case of the misapplication of a design to an inappropriate policy context. 

Finally, the same point helps to explain, at least partly, why Canadian officials have been so reluctant to promote an extensive agencification of the major operations of government departments, in the British or New Zealand style, and yet would proceed with independent foundations. Independent foundations are governed by the great and the good from the private sector, and from those parts of the private sectors where real operational expertise can be professionally recognized and found. These are not experts who, in any large numbers, are willing or able to come into the full-time positions of the professional public service. On the contrary, their value-added to ministers and their officials lies in the fact that they are on the leading edge of their areas of expertise and they can only be so by remaining in academe or industry. Ministers and officials want their contributions to shared governance on a part-time basis. For reasons noted above, ministers and officials trust these outsiders; they bring them in as partners and collaborators. They coordinate their respective responsibilities by way of mutual adjustment through various networks, many of them of the informal and often invisible variety. 
In contrast, the operational tasks of most government departments are managed directly by public servants below the most senior levels of the public service. These are the operations over which ministers occasionally want to exercise their powers to intervene to apply their discretion. In a political system that is highly regionalized in its electoral competition it is perhaps asking too much to expect ministers to voluntarily remove themselves entirely from operational decisions, especially when the opportunities arise to demonstrate the responsiveness of the government in particular regions, including a minister’s own region, and even her or his personal electoral district (Bakvis, 1991). In addition, of course, these public servants, however professional and experienced, do not carry the same weight as the kind of experts trusted to govern independent foundations. They are not part of the great and the good. 
Conclusion

The Canadian experience with autonomization appears to be a puzzle that on closer examination reveals itself as a logical response to two factors: first, the institutional context of ministers in the administration of public affairs; and, second, the policy context of the primary tasks in a given field of public administration. The first made agencification a modest effort at best, a marginalized effort at worst. The second allowed for a radical adoption of autonomization, at least for particular policy contexts. To the extent that this portrayal of the case is accurate it conforms to the Pollitt, Talbot, Caulfield and Smullen “task-specific path dependency” model that “sees behaviour being extensively shaped by institutional constraints, and institutions being significantly shaped by the particularities of their primary tasks” (2004, 249). 

This case of autonomization illustrates how it is possible, in certain circumstances, to have agencies with extensive autonomy in formal governmental terms and yet have a high degree of confidence in the capacity to coordinate these agencies with government operations. This model raises serious questions of accountability, and yet the risk is not that public monies will be misused in corrupt ways, as defined by traditional forms of government corruption. The outside experts brought in to govern these foundations are leaders in their respective fields with every incentive to act appropriately in these respects. The potential problem is that public monies are locked away in these foundations. So long as ministers and officials and the governors of these foundations are in basic agreement on a foundations goals and priorities the problem is merely a potential one. 
Circumstances, however, change. The advent of a government that was less enthusiastic about the goals or priorities of a foundation as enunciated by its board would constitute such a change in circumstance. How then do ministers and their officials coordinate with a foundation to pursue the public policy goals and priorities of the government, and thus ultimately control the foundation, especially if they do not want to resort to drastic measures such as closing down a foundation? One answer is that there is little that ministers can do since these foundations have been designed explicitly to protect them from new directions by a change of government (or a government changing its own mind) where the foundation’s directors disagree with a change in direction. But this is not an answer that is likely to satisfy ministers in such a circumstance. Ther is no easy answer of course.
Ironically, the likelihood of conflict has been increased by two most recent initiatives by the government, even at the same time that the most recent budget announced increased funding for some foundations. The first initiative is a general tightening up of financial management and accountability as well as the strengthening of the governance and accountability regimes of public service departments and Crown corporations. These promise less autonomization for the non-foundation parts of the Canadian state. The second initiative is the adoption of a new process of expenditure review and reallocation that promises a continual process of readjusting goals and priorities as they entail budgetary resources. This initiative speaks directly to the kind of changing circumstance noted above. Departments and agencies are being told that their existing goals and priorities are no longer sacrosanct as ongoing commitments. It is not at all clear how foundations, currently on the good side of reallocation, will fare if the policy ideas that underpin their current high standing in the budgetary pecking order lose their relative influence. The great and the good are unlikely to go down without a fight.
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� In the Canadian government, the ministerial form of organization is called “department”, with the term “ministry” normally used to refer to the full slate of ministers in the government (although this term is also used interchangeably with “cabinet”, as Canadian governments, with the exception of the Jean Chrétien Liberal government from 1993-2004, have always put all ministers in the cabinet).


� The New Zealand experiment was viewed with some curiosity but not taken seriously; New Zealand, much smaller than the two largest Canadian provinces, was regarded as too small to be taken as a model for Canada. Australia, on the other hand, was of interest, but it was seen as reforming along the same lines as Canada. 


� The term ‘executive’ in Canada connotes the leadership of an organization, not the ‘executing’, or ‘operational’, level in the hierarchy.  Using the term ‘executive agency’ in the Canadian context would have led to much confusion.


� The phenomenon of ministerial intervention to this end has led to the most significant scandal of the contemporary era, a scandal that is now the subject of a full-scale judicial inquiry (as well as criminal prosecutions). See Commission of Inquiry into the Sponsorship Program and Advertising Activities at � HYPERLINK "http://gomery.gc.ca" ��http://gomery.gc.ca� .


� Treasury Board is a cabinet committee that possesses general corporate management authorities for various aspects of financial, human resources and common service administration. It styles itself as the management board of the federal government. 


� The Public Service Commission is the staffing authority for the public service, for all position below the two top levels of Deputy and Associate Deputy Minister, positions staffed formally by the Prime Minister but almost exclusively on the recommendation of the Clerk of the Privy Council/Secretary to Cabinet, now also titled Head of the Public Service, who is assisted by a Committee of Senior Officials (all deputy ministers).


� This is obviously not unique to Canada, see Talbot (2004, 8) and Bouchaert and Peters (2004)


� The other members of this “control lobby” were the media and Members of Parliament. 


� Budgetary surpluses have continued into the 21st century, including for the current (2005) fiscal year.


� The CCRA was split in the aftermath of  9/11 when the customs and border control part of the agency became the Canada Boarder Services Agency, and part of the newly created portfolio of Public Safety and Emergency Preparedness, with the renamed Canada Revenue Agency remaining as the tax agency.


� The Australians confuse everyone, of course, by calling their departments of state “agencies”.


� The modesty of the reforms, especially in the area of staffing, is due to continuing concerns about partisan-political staffing in the public service, given the Canadian tradition of ministerial intervention in operations. 


� The government transfers to these foundations are deemed, in accounting terms, to be an “expense” by government. They are classified as “conditional grants” – a category of transfer payment that is as yet undefined as the policy to govern this category remains to be developed by the Treasury Board, the central management board of government responsible for financial administration policy.


� While a few have been created by their own legislation, most have been established by the government under the Canada Corporations Act. 


� The Department of Finance has recently claimed that “Ministers are accountable to Parliament for the effective ongoing administration of the funding agreements and the reporting of plans and results” (Canada, Department of Finance, 2005, 3). It is not at all clear how ministers are accountable without having any authority over the “on going administration of the funding agreements”. 


� One official, with tongue in cheek, expressed the view that the public could “riot”.


� Some might want to portray them as vested interests who have penetrated the state apparatus.


� A cursory review of the membership of the governing boards of the half-dozen major foundations reveals that six directors serve on two boards and two serve on three. 





