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INTRODUCTION

| INTRODUCTION

The Government of the Northwest Territories
involvement in partnership infrastructure pro-
Jects has its roots in the January 1998 Budget
Address of the Minister of Finance. As stated in
the Address, the Government’s intent was to
increase investment in public infrastructure by
$100 million during 1998-99 and 1999-2000,
through the use of public/private partnerships
(universally referred to at the time as ‘P3s’). In
March 1998, the Minister of Finance announced
that the GNWT
would proceed with
12 P3 pilot projects,
known collectively as
the P3 Pilot Initia-
tive.

Ultimately, only 2
projects proceeded as
P3s: the Fort Smith
Aurora College Stu-
dent Housing project,
and the Arviat Health
Centre (up until
transfer to the Gov-
emment of Nunavut
following  division).
However, several of
the originally desig-
nated projects subse-
quently  proceeded
outside the P3 process, as capital construction
projects.
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In an effort to understand what happened during
the P3 Pilot Initiative, the GNWT commissioned
an evaluation, which was conducted in two
phases by KPMG. Phase 1 was a formative
evaluation, meaning that the overall intent of the
evaluation was to promote improvement in, or
further development of, the subject of the
evaluation. In other words, the intent of Phase I
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“[F P3§ ARE TO BE CONSIDERED
AGAIN IN THE FUTURE, WE
WOULD SUGGEST THAT A
BROADER RANGE OF POTENTIAL
ARRANGEMENTS BE CONSIDERED
... AND INDIVIDUAL POTENTIAL
PROJECTS BE EVALUATED MORE fits
THOROUGHLY FOR THEIR PO-
TENTIAL AS SUCCESSFUL 235,

was to identify possible changes in policies and
procedures to improve the delivery of partner-
ship projects. In addition, Phase 1 included the
development of an evaluation framework, to be
used as the basis of the subsequent evaluation
itself, during Phase II.

KPMG drew a number of conclusions from their
comprehensive Phase II evaluation of the P3
Pilot Initiative, including:

e The GNWT tried
to do too much,
too soon.
¢ Implementing
P3s is a form of
change manage-
ment — it needs a

high-powered
champion.

e P3s can generate
significant bene-

to govern-
ments, but they
are difficult to
implement.

e The difficulty in
obtaining  suffi-
cient numbers of
high-quality bids
was a major dis-
appointment.

If P3s are to be considered again in the

future, we would suggest a broader

range of potential arrangements be con-
sidered, and individual potential projects
be evaluated more thoroughly for their
potential as successful P3s. [KPMG
2001; pp. xii, xiii]

T

Nearly five years after the P3 Pilot Initiative, it
may be opportune to revisit partnerships for the
provision of public infrastructure. Why?
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Growth. Growth, be it the result of resource de-
velopment opportunities or just higher than av-
erage birth rates, puts pressure on local services
and facilities. As growth occurs, governments
need to build new infrastructure and expand the
delivery of most services. All areas of govern-
ment activity are affected by growth.

At the same time, the increased burden on exist-
ing infrastructure due to significant growth tends
to quicken the ageing process, increasing the
social and monetary cost of service disruptions
due to maintenance, repairs or replacement.
Governments can fall into a cycle of ‘deferred
maintenance’ programs from which it is difficult
to escape without access to new financial re-
sources.

Government budgets have not kept pace with the
demand for public services that characterizes
growth. Out of necessity, the need to allocate
scarce public funds in accordance with some
type of prioritization methodology results in
funding for capital projects being the first to be
cut, and the last to be addressed. This ‘residuali-
zation’ of public infrastructure invariably leads
to capital funding shortfalls which increase each
year.

Accordingly, a Deputy Ministers’ Task Team on
Meeting Infrastructure Requirements was cre-
ated last year, with the mandate to “identify the
issues, principles and possible ways to mitigate
the continuing shortfall in capital funding™ [Task
Team Terms of Reference]

The Task Team identified three general tasks to
be completed in support of their responsibilities
to Cabinet:

1. Clarify core capital needs and develop
an infrastructure policy framework to
address those needs.

2. Identify the potential for alternative ser-
vice delivery, and the leveraging of in-
frastructure investments by the GNWT.

3. Identify strategies for coping with the
infrastructure impacts of resource de-
velopment.
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THE PROBLEM

This report has been prepared by RT Associates
Ltd. to address the requirements of Task #2. In
particular, RT Associates Ltd. was contracted to:
e Undertake a literature review on con-
temporary approaches to partnership ini-
tiatives;
e Assess the value of implementing these
approaches in the NWT;
» Consult with community governments,
aboriginal development corporations

and private industry in order to identify
infrastructure issues and concerns, as
well as the level of interest in partner-
ship approaches; and

o Identify potential infrastructure partner-
ship opportunities.

THE NEW HOSPITAL IN INUVIK WAS ORIGINALLY CONSID-
ERED AS A DESIGN-DUILD-FINANCE-OPERATE (DBFO)
PROSECT UNDER THE P3 PILOT INITIATIVE, BUT PROCEEDED
AS A DESIGN-BuILD PROSECT.

In addition to the reviewed literature (Appendix
1), 50 representatives from community govern-
ments, aboriginal development corporations, the
Government of the Northwest Territories, and
other organizations were interviewed (see Ap-
pendix 2). Interviewees were asked about cur-
rent infrastructure priorities, interest in pursuing
partnerships, as well as issues and expectations
in terms of addressing community or regional
infrastructure needs. 27 of the 50 interviews
were conducted in person, the balance by tele-
phone.

Further, a workshop was held in Yellowknife in
March to discuss partnership issues and oppor-
tunities. Workshop attendees represented a good
cross-section of government and industry inter-
ests (see Appendix 3).
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