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In contemporary forms of leaner government and collaborative governance,
involving the co-operation of multiple actors both within and outside of the
state in the design and delivery of public policy, the voluntary sector is often
the silent partner.

Voluntary organizations provide a wide variety of services either on contract,
in partnership, or in the absence of government. They also play an essential
role in promoting active citizenship because they rely upon voluntary partici-
pation of citizens in their governance and their programs. By establishing
networks of trust based on interpersonal interaction they build social capital,
and by giving voice to diverse communities they help to create a more vibrant
democracy. In spite of these contributions, historically the federal govern-
ment’s relationship with the voluntary sector has been more akin to charity
than genuine partnership: government departments selectively handed out
money to voluntary organizations to undertake certain projects or deliver
programs that served departmental interests and, with varying degrees of
consistency, they invited chosen “stakeholder” groups to consult on policy
issues.

Over its three terms, the Chrétien Liberal government has undergone a remark-
able transformation in its stance and policies toward the voluntary sector. For
most of their first term, the Liberals followed the pattern set by the Conserva-
tives before them, in slashing funding to a wide variety of voluntary organiza-
tions and ignoring or even denigrating those that spoke out against government
policy. They made an abrupt turnaround in the 1997 electoral campaign when,
in Red Book II, they recognized the importance of the voluntary sector by
declaring that it “constitutes the third pillar of Canadian society and its
economy” (the others being government and business), and committed a
Liberal government to building capacity in the sector and a stronger relation-
ship with it. Their second term provided follow-through on this election
promise by developing a framework policy known as the Voluntary Sector
Initiative (VSI). Almost $95 million over five years was committed to this VSI,
which established a complex array of “Joint Tables” that are unprecedented
experiments in collaboration. The VSI is a multifaceted strategy that includes:
support for an “accord” that will clarify and guide the establishment of a
stronger relationship between government and the sector; research and infor-
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mation gathering on the sector; capacity building through skills and technology
development; regulatory reform; and promotion of volunteerism during the
International Year of Volunteers in 2001 and beyond. Although significant
allocations of money are involved, the VSI is less about programming than it
is about relationship building.

The third Liberal mandate has brought the test of implementation. In this
implementation phase, the VSI has moved out of the limelight — receiving no
mention in either Red Book III or the 2001 Speech From the Throne — and into
the hard slogging of deciding upon and enacting program details.! Although
the VSI has a strong presence within the public service, the relative lack of
public visibility raises the possibility that the old adage “out of sight, out of
mind” may prevail. In particular, the possibility that the federal government
will get around to implementing only the easy parts of the strategy while
avoiding several key issues that it finds more contentious but that nevertheless
are critical for the future of the sector and its relationship to the federal
government, is a genuine concern.

The success of the VSI will depend not only on its actual strategy, but on the
process and structure through which it is implemented and on the ability of this
process to bridge two distinctively different cultures.

How the Voluntary Sector Got Discovered

Canadians have a strong tradition of volunteerism and civic participation. The
1997 National Survey of Giving, Volunteering and Participating indicated that
7.5 million Canadians volunteer a total of 1.1 billion hours annually, through
nonprofit organizations.2 The result is a strong, vibrant and diverse voluntary
sector of 78,000 organizations registered as charities with the Canada Customs
and Revenue Agency (CCRA), about another 100,000 associations (such as
advocacy, environmental, self-help and women’s groups) that are not eligible
for charitable status, and an unsubstantiated number of more informal grass-
roots groups.3 The range of activities in which the voluntary sector is engaged
is enormous. It serves Canadians from womb to tomb and involves both direct
service delivery and public policy advocacy. Although often overlooked, the
contribution of the sector to the economy is also significant. More than 570,000
people are employed by voluntary organizations, (excluding hospitals and
universities), and the voluntary hours contributed translate into the equivalent
of more than half a million full-time jobs.4 It is important to note that, although
the sector includes many large, sophisticated organizations with professional
staff, the bulk of the sector consists of small organizations: 80 per cent of
charities have annual revenues of less than $250,000 and 50 per cent less than
$50,000; 60 per cent have one or no employees.> The other interesting fact
about the voluntary sector is that the public has greater trust in it than in
government or business. A 1998 Ekos survey showed that 89 per cent of
respondents had moderate to high confidence in nonprofit and voluntary
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organizations while only 57 per cent had similar confidence in government and
76 per cent in private corporations.5

Governments’ reliance on voluntary organizations to deliver human services
and build communities predates the welfare state and has continued during its
dismantling. Long before Confederation, churches provided virtually all wel-
fare and education services. The Canadian government first began a direct
relationship with the voluntary sector in the early 1900s when small grants
were given to a few charitable organizations, such as the Canadian Lung
Association and the Victorian Order of Nurses, to buy supplies and provide
services to vulnerable populations that governments could not reach.”? The
relationship expanded considerably in the 1940s when the federal government
recognized the potential of the wartime expansion of voluntary organizations
for nation building and in construction of a distinctively Canadian citizenship.8
The Citizenship Training Program, housed in the federal Department of the
Secretary of State, began funding voluntary organizations with the explicit goal
of encouraging collective action to provide a training ground for creating good,
loyal citizens.9 In the late 1960s, indirect financial assistance to voluntary
organizations began to be provided through a revised system of income tax
deductions, later credits, to taxpayers who make donations to recognized
charities. This began a national system of registration and regulation of chari-
ties, now administered by the Canada Customs and Revenue Agency
(CCRA).10 In the 1970s, operational funding to voluntary organizations
engaged in promoting particular aspects of Canadian identity such as official
language minority associations and multicultural organizations, was expanded
and institutionalized in the programs of the Secretary of State.!! Throughout
the 1970s and early 1980s, voluntary organizations continued unobtrusively
with their work, although the number of organizations grew rapidly during this
period.12

Things began to change for the worse under the Progressive Conservative
Mulroney government when a succession of cuts was made to the core funding
of a wide range of voluntary organizations. The motivation behind these cuts
was partly financial, driven by a desire to control the deficit, but not only
financial, as evidenced by the fact that in one year the money saved from
voluntary organizations was directed to paying for industrial milk subsidies,
rather than deficit reduction.13 The Mulroney government also attacked the
credibility of many voluntary organizations, particularly those critical of the
government’s social policy cutbacks and disputed whether they, in fact, repre-
sented who they claimed to represent. !4

The first term of the Chrétien government did not deviate very much from the
Mulroney pattern but simply made funding cuts deeper and faster. An internal
task force of Assistant Deputy Ministers (ADMs) set out a policy which
mandated that only those organizations which directly supported the priorities
and policies of departments should be funded and that most of this funding
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would take the form of project rather than core funding. The low point for the
sector’s relationship with the federal government was 1995-1996 when the
future direction of deep and continuing cuts articulated in the Program Review
became fully evident and it appeared that there was little interest in hearing
from voluntary organizations on policy issues unless they shared the
government’s perspective.

From this point, interest in building a more constructive relationship between
the federal government and the voluntary sector developed along two parallel
tracks that merged in 1999. Until the mid 1990s, the voluntary sector in Canada
had had no strong, sector-embracing national leadership. Most of the “national”
organizations were structured according to subsector or service areas and there
was no lead umbrella organization which spoke for the sector as a whole at a
national level, so a number of sector leaders came together to create such
leadership, if not an actual organization. The Voluntary Sector Roundtable
(VSR) emerged as a “coalition of coalitions” whose 12 members represent the
broad diversity of the sector and which today remains unincorporated.!5 The
VSR identified a number of priorities, including increasing charitable tax
incentives and enhancing accountability and received multi-year funding from
the J. W. McConnell Family Foundation. In the 1996 and 1997 Budgets, the
lobbying efforts by the VSR proved successful in obtaining improved tax
credits for charitable donations.

In order to ensure the sector’s accountability and thus maintain its high level
of public trust, the VSR set up an independent panel of experts, chaired by Ed
Broadbent (former leader of the federal NDP), to research, consult broadly,
and make recommendations on improving accountability in the sector. The
“Broadbent” Panel on Accountability and Governance in the Voluntary Sector
saw in its mandate not only an opportunity to consider better self regulation,
but to examine the sector’s relationship with governments, particularly the
federal government which exerts considerable regulatory power through the
tax system and which seemed to be set on imposing heavy-handed regulation
on the sector. Its February 1999 Report made over 40 recommendations aimed
at both the voluntary sector and governments.!16

At the same time, an important shift in thinking was already beginning to occur
within the federal government. In preparation for the 1997 election, the Liberal
Party produced its second “Red Book™ which made a commitment to increasing
the capacity of the voluntary sector to contribute to Canadian life. Why the
rather sudden change of direction? There are probably several reasons but one
was that there were a few key individuals in the Prime Minister’s Office (PMO)
and Privy Council Office (PCO) who had a deep appreciation of the role of the
sector not only in service delivery but in fostering democracy. But the reasons
extend beyond the personal influence of a few individuals. The Chrétien
government had also come to realize that it could not govern and deliver
services on its own: in an era of smaller government it needed the voluntary
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sector as a partner more than ever. As the Prime Minister said at an international
conference of volunteer managers in Edmonton in August 1998: “After decades
of thinking otherwise, we have had to come to terms — squarely and honestly
— with the truth. That governments don’t have the wisdom or the resources to
do everything.”17 In addition, the federal government knew that it had lost
visibility and credibility with Canadians — the provinces overwhelmingly got
credit for all the services that most directly touch people’s lives. Transfers and
tax credits had rendered the federal government’s indirect funding role in these
services virtually invisible. Trust in government could be rebuilt, it was argued,
by creating more social capital, a distinctive contribution of the voluntary
sector. The Canadian government was not alone in such thinking, as most
developed democracies had also discovered the importance of the voluntary
sector by the late 1990s. In particular, the Liberals have been able to look to
the Blair (United Kingdom Labour) government’s “Third Way” and its variety
of measures to build stronger relations with the sector.18 The particular Cana-
dian impetus for building a partnership with the voluntary sector is that it can
be an instrument of national unity. When relationships with the provinces are
rocky, the federal government can maintain a direct connection with citizens
and communities through support for voluntary action.

Following its re-election in 1997, the Liberal government began to work
internally through an interdepartmental committee to examine how to give
substance to the rather vague Red Book II promises. As with many interdepart-
mental mechanisms, the committee made rather slow progress. A Voluntary
Sector Task Force with fulltime staff was created and housed in the PCO
(giving it considerable stature), to assist and advance this effort. The Task
Force’s set of recommendations to Cabinet for fulfilling the Red Book prom-
ises went forward in early 1999, drawing upon the recently released final report
of the Broadbent Panel. At this critical point, Ministers became directly
involved with voluntary sector leaders when the Ministers of Health, Human
Resources Development Canada (HRDC) and Revenue hosted a working
dinner attended by 10 other ministers and 20 representatives of the voluntary
sector. (Politicians’ affinity with the voluntary sector should not be underesti-
mated because most apprenticed with community connections in a wide variety
of civic organizations and service clubs before getting elected and for the most
part they have remained strong supporters of the VSI).

The sector’s demands to be full partners in the process of rebuilding a relation-
ship and a realization that internal mechanisms could not move the process
forward on its own, led to the establishment of a novel experiment in govern-
ment-voluntary sector collaboration. In March 1999, three Joint Tables con-
sisting of about 14 members each with equal representation from government
and the sector, jointly co-chaired, were created and charged with making
proposals for building the relationship, strengthening capacity, and improving
the regulatory framework, respectively. Although the Tables had only a short

244 The Philanthropist, Volume 16, No. 4



time (to the end of August), for their work, the joint process was an enormous
success and the Tables’ combined report entitled, Working Together, produced
a set of recommendations that quite closely reflect those of the Broadbent
Panel.

For the next nine months, the “jointness” of the process was suspended,
however, as government officials prepared the Memo to Cabinet, Ministers
deliberated on it, and Treasury Board submissions were approved.!? This cloak
of silence caused considerable irritation in the sector because the change from
the openness of the Joint Tables to the confidentiality of the executive policy
process seemed abrupt and more extreme than in similar situations involving the
private sector and it produced fears that key recommendations would be lost.

The first signal that the federal government would follow through came in the
October 1999 Speech From the Throne which committed the government to
enter into a framework agreement or accord with the voluntary sector and
provide support for the celebration of the International Year of Volunteers in
2001 and a continuing national volunteerism initiative. Funding allocations did
not appear to follow in the February 2000 Budget, however, which made no
explicit reference to a voluntary sector initiative, although sector leaders were
assured that the funds had been “booked”.20 On budget day, the Prime Minister
gave a strong indication that action and funding would follow, thus subverting
criticism from the sector, by announcing the creation of a Reference Group of
eight ministers, chaired by Lucienne Robillard, President of the Treasury
Board, to provide strategic leadership to such an initiative. In early June 2000,
Robillard officially announced the Voluntary Sector Initiative with the twin
objectives to: “increase the capacity of the voluntary sector to meet the
demands that Canadian society places on it”; and “improve the Government’s
policies, programs and services to Canadians, leading to increased public
confidence”.21

Strategy of the Voluntary Sector Initiative

The VSI's commitment of $94.6 million over five years beginning in 2000/01,
(most of which will be spent in the first three years), flows directly from, and
addresses many of the recommendations set out by the 1999 Joint Tables. It
holds a number of surprises, however, in what it identifies as priorities and in
what it excludes. The VSI is not simply an updated version of the abandoned
Secretary of State programs. The model is not to provide core funding to
individual organizations, but to finance the development of capacity-building
processes and provide resources that will benefit the sector as a whole. The
VSI sets out a general strategy and funding allocations for the main components
of it but the details are being worked out by six Joint Tables, modelled after
the 1999 experience.

As shown in Table 1, almost a third — $28.5 million — of the VSI budget goes
to short-term programs aimed at supporting the voluntary organizations’
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Table 1
Activities and Allocations of the Voluntary Sector Initiative

Activity Allocation ($ millions)
Involving Voluntary Organizations in the Development of 28.5
Departmental Policies and Programs

Strengthening the Capacity of the Voluntary Sector 249
Development of an Accord and Related Relationship-Building 11.1
Mechanisms

Enhancing the Use of Technology 10.0
National Volunteerism Initiative and Celebration of IYV 9.9
Regulatory Reform 8.6
Communications Strategy 1.6
Study of Federal Funding Policies 1.0

involvement in departmental policy development. This allocation is one of the
big surprises of the VSI as it was not a recommendation of Working Together
but emerged as a result of confidential deliberations within government. There
are contrasting views as to why government, acting alone, decided to devote
so much of the Initiative’s funding to departmentally-based projects. The first
is that, if the federal government is really going to work with the voluntary
sector more effectively, this ultimately has to happen at the departmental level,
and this funding will allow departments to develop better practices. The second
view is that this is the classic logroll — a way to pacify and get the buy-in of
departments that were not that keen on the proposed Initiative. Whatever the
initial motive, the practical purpose of this funding, as encouraged by the
voluntary sector, is to transfer and get as much of this money as possible to
“stick” in the sector through projects undertaken by organizations that help
them build greater capacity for policy development and engagement with
government, not simply to be spent directly by departments on their own
projects or consultations. Because the money sits in the fiscal framework,
departments have to make applications for funding for specific projects. The
first round of proposals was a highly mixed bag that reflected both vague
criteria and the differing levels of sophistication in engaging voluntary orga-
nizations which currently exist among various departments and regional offices.22
It was thus apparent that the ability of voluntary organizations to benefit from this
funding would be erratic and arbitrary, depending on which department or region
they normally deal with. In order to improve this component of the VSI, one of
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the Joint Tables undertook the task of developing clearer criteria and open,
transparent solicitation and review processes for approving departmental pro-
posals that will better meet the goals of enabling voluntary organizations to
more effectively engage with the federal government, and encouraging depart-
ments to involve them.

Capacity building, the next largest allocation, includes a wide variety of
measures such as: promoting skills development in the sector; expanding
research; promoting awareness of the sector and its contributions; providing
policy internships and academic fellowships; institutionalizing (on a three-year
basis) the National Survey on Giving, Volunteering and Participating; and
initiating a Satellite Account on voluntary activity within Statistics Canada’s
System of National Accounts that will document the scope of economic activity
and contribution of the sector.

The establishment of an “accord” between the government and the sector that
sets out expectations, mutual responsibilities and good practices for their
relationship, and the development of other (undefined) relationship-building
infrastructure will receive $11.1 million. Of this amount, $2 million supports
a much needed co-ordinating secretariat within the sector and $2.4 million
allows the Voluntary Sector Task Force to manage activities within govern-
ment. Almost $10 million was to be spent on a national initiative for the
promotion of volunteerism and celebration of 2001 as the International Year
of Volunteers. In many respects, both of these were of higher priority to
government than they were to the voluntary sector. Although both were part
of the Working Together recommendations, they became elevated as priorities
during the executive approval process because they are relatively “quick hits” —
things that can be done in a short period of time to show that progress is being
made.

Another $10 million is dedicated to assisting the capacity of the voluntary
sector to use information technology, particularly to develop online tools, in a
manner that is intended to complement the work of Industry Canada’s VolNet
Program over the past two years in connecting small organizations to the
Internet. Regulatory reform involves review of the regulations and practices
which the CCRA administers under the Income Tax Act. Finally, $1 million is
allocated to an internal study of federal funding policies and practices related
to the sector and $1.6 million to a communications strategy.

The VSI is unquestionably an important step toward building a stronger
government-voluntary sector relationship and it provides more money for
capacity building than the sector has ever seen before. There are several
significant gaps in the Initiative, however, where the federal government has
shied away from the major institutional and regulatory reform articulated as
top priorities by the Broadbent Panel or by the Working Together report.
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The two issues — advocacy and funding — that are of critical importance to
virtually all voluntary organizations but that are politically sensitive to minis-
ters, have both been deliberately sidestepped by the VSI, at least for the
moment. As noted in Working Together, advocacy as a form of free speech,
can be considered an essential, constructive part of democracy and a benefit
not only to the members and users of voluntary organizations, but to the general
public as well.23 Yet, in spite of the recognition of the importance of the
voluntary sector in service delivery, some departments still see its uninvited
engagement in public policy advocacy as somewhat illegitimate. Advocacy by
registered charities is unduly restricted (to 10 per cent of an organization’s total
resources annually), and the rules seem to be applied inconsistently so that big
charities, particularly universities, hospitals and the large health charities, are
able to “get away with” much more than small organizations.24 In contrast to
the restrictions on charities, private corporations are virtually unfettered in
their advocacy activities and can write off the costs as an expense of doing
business, in effect enjoying a kind of public subsidy. The 1999 Joint Tables
highlighted the unfairness of the restrictions on public policy advocacy and
recommended considerable liberalization, as long as advocacy activities did
not become the dominant work of charities.

Like advocacy, government funding of voluntary organizations has been detri-
mentally affected by the public sector restructuring of the past decade. The
result has been that voluntary organizations face a triple whammy. First, they
have seen their government funding cut substantially and core funding with-
drawn in favour of short-term project funding, leaving them with fewer
resources and less ability to undertake long-term planning. Second, as govern-
ments cut or withdrew from the provision of many services, client demand for
services provided by voluntary organizations increased. Third, because the
entire sector is facing the same funding dilemma, there is increased competition
in fundraising, making it more difficult to diversify sources of funding. From
the sector’s perspective, the issue is not simply or even primarily about levels
of funding, but the need for stable, multi-year funding commitments in order
to facilitate planning, recognition of the costs of administration and evaluation
that are associated with projects and contracts, and consistency of practices
across departments.

The political directive given to the VSI is that neither advocacy nor funding
are on the table for a full, joint review at this time. It provides only an internal
government review of funding practices and an informal, less visible review
of policies surrounding advocacy, and sector-only working groups on both.
The benefit of the VSI is that it is largely process driven — that flexibility in
addressing specific details and determining direction under the general
umbrella of the Initiative comes from the deliberations of the Joint Tables.
Therefore, there is a possibility that the strategy will evolve to encompass a
more serious and extensive joint engagement of these vitally important issues.
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The other aspects omitted by the VSI may seem more archaic and distant to
the grassroots of the sector, but they are nevertheless vital aspects of capacity
building. The first deals with the basis for determining which kinds of purposes
are allowed to be registered as charitable and therefore which kinds of organi-
zations are able to issue tax receipt credits as incentives for giving and enjoy
the legitimacy of being officially sanctioned. In making this determination,
Canada, like other common law countries, relies on the Preamble to the English
1601 Statute of Elizabeth and the subsequent Pemsel case of the 1890s.* The
beauty — and the limitation — of the common law is that it remains as current
as the last judicial interpretation. With regular judicial review, the common
law could be highly flexible and adaptive to changing societal values and
conditions, but in the absence of regular review, it risks becoming out of step
with contemporary society. The problems in Canada are twofold. First, the
agency responsible for making decisions on charitable status is the Charities
Directorate of the CCRA which, as part of a tax agency, naturally has a primary
and compelling duty to uphold the integrity of the tax system, and generally
takes a conservative approach to permitting tax expenditures. Thus the CCRA
has been criticized as being quite narrow in its interpretation of the common
law in considering applications for charitable registration. This administrative
restrictiveness is compounded by the fact that the appeal route for an organi-
zation which has been denied charitable status is to the Federal Court of Appeal,
which is prohibitively expensive for most small organizations. Consequently,
the FCA has heard only about 20 appeals of denial of charitable status over the
past 30 years and the Supreme Court only one.25 The overall result is that the
interpretation of charitable status is more restrictive in Canada than in most
common law countries. For example, in Canada, unlike the UK or the USA,
organizations that promote racial harmony, environmental protection, volun-
teerism, and patriotism would not be considered charitable and thus cannot use
the tax system to help build communities of support.

The primary barrier to review of the definition of charitable status and how it
might be expanded is the Department of Finance which fears that if more
organizations are allowed to issue tax receipts, there will be a significant cost
to the public purse (that is, effectively spending money by foregoing the
collection of a revenue). In addition, Cabinet perceives there to be little
political payoff in opening a debate over charitable status which will necessar-
ily stir up some measure of controversy.26 The political heat is probably less
than imagined, however, because there are a number of obvious ways in which
the policy could be expanded just to make Canada comparable to other
developed countries and the charitable sector is generally supportive of expanding
the definition.2’7 The VSI has a mandate to assess just how much a more

[*Editor’s Note: Discussed most recently by Kathryn Bromley in (2001), 16 Philanthrop. No.
2, at p. 74 and No. 3 at p. 193.]
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expansive interpretation of charitable registration would cost and to review the
appeals process but there seems little real interest on the part of the federal
government in reviewing the definition of charity, even though this is a
fundamental component of capacity building.

Although the VSI has proposed some minor regulatory reform, it has been quite
timid in supporting institutional reform of the regulator itself. Constitutionally,
jurisdiction over charities is a provincial matter, but most provinces (including
Quebec which administers its own tax and charitable registration system) do
little by way of regulating or supporting the good governance of voluntary
organizations. The federal government is involved, and indeed has become the
de facto regulator because organizations register as charities under the federal
Income Tax Act, and in turn must file annual financial reports (T3010s) and
comply with certain restrictions on their conduct. The criticism is that the tax
collector is not a suitable institution for regulating charitable organizations or
for promoting good self governance.28 A strong case is made by the Broadbent
Panel and by many charity lawyers, as well as by sector leaders themselves,
that a new institution, modelled loosely after the Charity Commission of
England and Wales, should be created to replace the CCRA, and considerable
work has already been done to develop the details of institutional design.2? The
VSI has not made a commitment to implement institutional reform, only to
undertake further study of institutional models and conduct a targeted dialogue
with the voluntary sector. Although this response is decidedly weak given the
extensive discussion that has already taken place on the subject, a stronger
commitment to actually implement institutional reform may emerge from the
Joint Tables.

In spite of these shortcomings, the VSI is a very positive first step in building
capacity in the sector and better relationships with the federal government. In
many respects, the strategy.itself is the most malleable aspect of the Initiative.
Because the VSI sets up a collaborative process for implementation of its
strategy, there is a possibility that some of the issues currently left aside may
become more central. There is the danger of a significant loss of credibility for
the entire Initiative, however, if the federal government is not sufficiently
flexible and responsive in dealing with issues that emerge as central to the
voluntary sector partners or to the participants in the extensive consultations
that are planned as part of the process. The VSI will also need to be fleet-footed
in another way, i.e., in respecting and responding to provincial and municipal
initiatives in relationship building. When the federal government began its
efforts to build a stronger relationship with the sector in 1997 there was very
little serious similar activity at the provincial level, although the relationship
is just as, if not more important provincially. Over the past two years, however,
many provinces and municipalities have taken some innovative steps toward
better relations, including the development of, or proposals for accord-like
agreements in Newfoundland, Quebec, British Columbia, Winnipeg, and the
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new City of Ottawa. These initiatives do not in any way pre-empt or diminish
the importance of the VSI, but the federal government will need to ensure that,
in its consultations and relations with provincial governments, it is sensitive to
the implications of local developments.

Process and Machinery

The difference between governing in a unilateral, hierarchical manner versus
a collaborative, horizontal manner is that the processes for governing take on
new significance in the latter case. In making collaborative processes work,
often new institutional arrangements need to be devised. For the VSI, both
short- and longer-term issues of process and machinery are important. In the
short term, involving the actual development and implementation of the strat-
egy, mechanisms for joint government-voluntary sector decision making have
been created by emulating in a more complex manner the successful experi-
ment of the 1999 Joint Tables. In the longer term, the question of machinery
will focus on co-ordinating good practices related to the sector across govern-
ment departments and of providing mechanisms for obtaining input about, and
reporting publicly on their effects. This latter issue has received little attention
so far.

Responsibility for determining specific priorities and projects under the VSI
and for overseeing their implementation is assigned to six Joint Tables, and the
co-ordination of common aspects of their work is managed by a Joint Co-
ordinating Committee (JCC). This is a massive voluntary effort: both the public
servants and voluntary sector representatives have taken on the responsibilities
of Table participation in addition to their fulltime jobs, receiving no stipends
for their efforts. Each Joint Table consists of 14 to 16 members, half of whom
are selected by the federal government and half by the voluntary sector, and is
co-chaired by a senior federal public servant and a representative of the
voluntary sector.30 In order to ensure continuity of individuals’ knowledge and
experience with the Tables, both sides have agreed to a no substitution rule, so
that if any member does not attend a meeting, an alternative cannot serve. A
prime factor in making the whole thing work is simply time for full participa-
tion, particularly for the public servants for whom this process may be lost in
a multitude of other priorities. The voluntary sector leaders are also unques-
tionably very busy, but they realize that this is probably their only shot at
working out a better relationship in a systematic, collaborative way.

As Figure 1 illustrates, the six tables cover the main tasks of the VSI:

« Joint Accord Table: responsible for developing a framework agreement
between the federal government and the voluntary sector that establishes
the principles, mutual undertakings and good practices of a better rela-
tionship, and leading an extensive consultation with both the sector and
government departments.
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* Capacity Joint Table: charged with developing specific proposals for
research, information sharing, human resources and other skills devel-
opment,

* Regulatory Joint Table: mandated to make recommendations for regula-
tory reform starting in four priority areas: increasing transparency of the
charitable registration process; examining intermediate sanctions for
noncompliance with /7A regulations by registered charities (the only
sanction at present is deregistration); reviewing the appeals process; and
exploring options for the institution that registers and regulates charities.

* National Volunteerism Initiative: responsible for developing programs
that promote volunteer effort and increase the ability of the voluntary
sector to provide beneficial experiences for volunteers.

» Information Management-Information Technology (IM-IT) Table: given
the task of supporting and expanding Internet use and enhancing the
interactive tools available to voluntary organizations.

¢ Awareness Table: intended to help raise public awareness about the
voluntary sector and its contributions.

In addition to the six Tables, there are a number of working groups that either
deal with more specialized tasks or are not joint in nature but allow important
issues, including advocacy and funding, to be discussed by the sector or within
government.

Each of the Tables functions with considerable autonomy.3! The JCC appears
to be the kingpin in the organizational chart, with responsibility for general
stewardship of the process and for co-ordination of crosscutting activities such
as communications and consultation strategies. It is not intended to impose its
preferences regarding substantive issues on the individual Tables, however,
and it has no clear authority to stop a Table from doing something it has decided
to do. In part because the JCC has no overlap of membership with the other
Tables, it lacks intimate knowledge of the discussions of the others. The result,
although it is still early days, is that the JCC has struggled to define a role for
itself and has tended to focus on co-ordination, getting mired in detail, to the
detriment of its vital stewardship function.

The position of the Tables in the broader governance structure poses its own
set of problems related to leadership and accountability. As shown in Figure
2, the intragovernmental structure reflects a fundamental challenge for collab-
orative governance — the ability to co-ordinate and provide leadership across
departments in a government structure still largely dominated by departmental
silos and intradepartmental boutiques. As joint ventures, the Tables themselves
cannot be directly accountable to either government or voluntary sector author-
ities, rather their individual members are accountable to their respective sides.
On the government side, the Joint Tables members report to interdepartmental
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Table 2
Comparing Cultures:
General Characteristics of the Voluntary Sector
and the Federal Government

Characteristics of the Voluntary Sector Characteristics of the Federal Government

and its Leadership Role in the VSI and its Leadership Role in the VSI

national leadership circle is small, familiar, |leadership circle is familiar and collegial at

collegial the very top but much less connected at
lower levels

professional professional

influence based on credibility influence based on authority

flat, diverse network large, contained hierarchy

open, broad sharing of information closed, confidentiality respected,
information moves mainly through vertical
channels

thin, lack of capacity well-resourced, strong capacity

multiple cleavages, including service/policy | main cleavages are geography and language
area, organizational size, geography,
language, and culture

focus on process procedural rules important

atomized, held together by shared values atomized, held together by political
authority

VSl is central VSl is peripheral

working groups which report to an ADM Executive Committee and, on the
voluntary side, members report to the Senior Voluntary Sector Steering Group
comprised of members of the VSR and the voluntary sector co-chairs. The
ADM Committee was initially structured to involve officials from 23 depart-
ments and agencies but because it was very large and attracted only spotty
participation by many of its ADMs, a core group was refashioned as an
Executive Committee to provide more hands-on direction and guidance for
ministers, with the broader group of ADMs assuming an advisory role only. It
remains to be seen whether this Executive Committee can provide effective
leadership and co-ordination of the Initiative within the public service. For the
government members, the impact of traditional lines of accountability means
that, on occasion, they need to stop the Tables process to get approval to

The Philanthropist, Volume 16, No. 4 253



proceed from the ADM committee or from the Ministers. How accountability
works for the voluntary sector members is necessarily ill-defined since there
is no grand umbrella organization governing the sector to which their Steering
Group reports. Thus the accountability of the Steering Group derives from its
credibility with the sector, and its influence over Tables members primarily
involves moral suasion since there are few sanctions or rewards that can be
deployed.

The governance structure also reveals the challenge of providing the political
leadership necessary to steer a horizontal initiative in the Chrétien era in which
power has become centralized in the PM and PMO and in which the number
of the cabinet committees, whose job had been to co-ordinate and make
tradeoffs at the political level, has been significantly reduced. An innovation
in the form of a “Reference Group” of senior ministers has been set up to signal
the importance of the Initiative and to steer decisions through the many
departments affected by it. The pilot is proving quite successful and is bene-
fitting from the strong personal interest that Minister Robillard took in the
Initiative. The tricky issues will be to ensure that the Reference Group contin-
ues to meet with voluntary sector leaders on a regular basis and that their
expectation of “delivery time” is realistic because the joint process will take
longer to implement the VSI than politicians had at first imagined.

Perhaps the most cumbersome aspect of accountability in the entire VSI
process is that the funding instruments which are available to support the
participation of voluntary organizations in collaborations of this nature are
ill-suited to true partnership. Governments have two instruments through
which they can fund third parties to do projects or participate in collaboration:
grants and contributions.32 Grants are transfers for which preset eligibility or
entitlement requirements have been met and are not subject to being accounted
for or audited. Contributions are conditional transfers for a specified project
as established by an agreement between a funding department and the recipient,
and are subject to reporting, to being accounted for and audited. As laid out in
Treasury Board policy and reinforced by departmental requirements, the terms
and conditions of contributions require that a proposal describing intended
outcomes and “deliverables” be approved, that the work be completed in a fixed
period, that periodic reporting on progress be made, and that payments be
issued in installments. In reality, almost all funding to voluntary organizations
flows as contribution agreements, as does funding for the voluntary sector’s
Secretariat to the VSI. Even though the idea and role of the Secretariat had
been regarded by government from the outset as key components of the Joint
Tables process, the host voluntary organization, the Coalition of National
Voluntary Organizations (NVO), nevertheless had to go through the standard
requirement of submitting a proposal for its creation, complete with identifi-
cation of outcomes and deliverables.33 The difficulty in trying to specify these
at the beginning of the Joint Table process is that a primary objective of the
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process is to define the intended outcomes and deliverables in the first place.
Due to the stringency currently employed in reviewing such proposals, it took
over six months to get the contribution agreement signed and money flowing
to the Secretariat. In the meantime, the work of the Joint Tables and the
Secretariat had to proceed, so the host voluntary organization paid for its
operation while waiting for the agreed upon federal funds. The rigidity of the
contribution agreement as a funding instrument for the Secretariat is as frus-
trating to government officials as it is to the voluntary sector and both the VSI
government funding study and a recently formed small working group in
HRDC are examining the possibility of developing a new kind of “investment”
or “partnership” instrument. This would be a valuable contribution to making
accountability more appropriately elastic, but no less effective, in the emerging
forms of collaborative governance.

Many of the components of the VSI, such as funding for research and support
for capacity building, will be funded and implemented in a relatively short
period of three to five years. The development of an accord, however, repre-
sents a change in governmental practices over the long term. Government
departments will need to determine whether their practices meet the standards
of conduct developed under an accord; practices must be made consistent
across departments and monitored; a review mechanism must be established
to keep the accord “evergreen” by regularly reviewing, reporting upon and
improving practices. The experience of other countries with similar framework
agreements points to the necessity of creating a centrally placed administrative
unit that has credibility and can bring political clout to bear if necessary to get
the attention and compliance of departments. The natural home of such a unit
would be in a central agency, probably the PCO where the Voluntary Sector
Task Force has been given temporary refuge. However, housing an interdepart-
mental co-ordinating unit would be an uneasy fit for the PCO in its role as a
support for the Prime Minister but there is no obvious alternative. A line
department would diminish the unit’s ability to influence others and there are
few ready alternative models since similar co-ordinating units, such as Status
of Women Canada, have been allowed (indeed, encouraged), to atrophy during
the Chrétien years. The dilemma is that horizontal governance cannot run
entirely on informal, interdepartmental committees but will require more
institutionalized means of bridging, co-ordinating and compelling. Although
the federal government has embraced the horizontal nature of governing, it has
not yet figured out the structural underpinnings to make it work as a permanent
rather than temporary form.

Bridging Cultural Differences

The essence of collaborative governance is trust. For collaboration to work, it
is important that the machinery established not simply reproduce the usual
ways in which the partners work in their own organizations but that it facilitate
the creation of an appropriate climate in which trust can be built and true
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partnership can occur. The VSI Joint Table process brings together two very
different cultures (Table 2). Although many of the government officials at the
Joint Tables are themselves board members of voluntary organizations and
active volunteers, they live a different organizational reality within the federal
government. The fundamental differences between the partners are threefold.
First, government is a hierarchy, while the voluntary sector operates as a flat
network. The hierarchy of government provides relatively clear roles and
responsibilities and a deference to authority, particularly to the Minister that
from the outside may appear reverential at times. Information flows through
official, hierarchical channels in an organized fashion and confidentiality is
often the norm. Adherence to standard operating procedures tends to take
precedence over process. Second, the differences in financial, human and
technological resources are enormous. Third, the centrality of the VSI to the
work of each partner is quite different. Perhaps it would be unfair to say that
the VSI process is peripheral for most of the senior government officials at the
Tables but they do have many conflicting demands on their time and less
control over it and will experience fewer organizational and personal rewards
for making the Joint Table process work. Although the voluntary sector
members must also continue to run their organizations during this process, the
VSl is a central focus of their work since the opportunity may not come around
again.

These differences have several implications. The position and influence of
sector members of the Tables is, by virtue of their credibility, partly of their
organizations but also personal. They will need to convince the thousands of
voluntary organizations that are not at the Tables that the VSI is a good idea,
since they have no authority to impose conformity. Most of the voluntary sector
Table members are used to being frugal and getting things done on a shoestring
and they recognize that most of the sector has even fewer resources than their
own organizations so, perceptions of how, and how much, money is spent,
matters. So, too, does process, particularly in ensuring a broad diversity of the
sector can participate in meaningful ways in discussions about implementing
the VSI.

Although the cultural differences across the voluntary and public sectors are
significant, they are not necessarily impediments to the process. After all, the
Tables members from both sides are professionals in their conduct; they share
similar goals (notwithstanding, as noted above, that government has placed
some important constraints on what is on the agenda); and they are willing to
take chances in realizing these goals. However, sectoral cultures do present
four potential problems. The first has to do with differing needs and expecta-
tions regarding information sharing and confidentiality. Whereas the govern-
ment can comfortably contain information until the end of the process because
neither MPs nor the public are clamouring to know details immediately, the
voluntary sector members are under pressure to keep their boards and other
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organizations continually informed so as to maintain their credibility and bring
the rest of the sector along with the VSI. They need to get information out and
obtain feedback in a timely manner. It thus has to be clear which information
can be shared and when. But the process also has to be careful that, by providing
public information, positions do not become or appear to be set prematurely
so that negotiation displaces more open discussion. It is also likely that public
servants will feel compelled to withhold certain information from voluntary
sector members if it is part of a response to, or directive from, ministers. The
process becomes most sensitive when the recommendations emanating from
the Tables move forward for Cabinet approval because the secrecy of this
process is normally guarded very carefully. However, the Reference Group of
Ministers has already demonstrated considerable flexibility through its will-
ingness to hear a joint presentation from the Accord Table.

A second, related risk derives from the fact that government has enormous
capacity and an ingrained tendency to commission its own reports. Although
information that can be shared in the Joint Tables process is at times extremely
valuable, extensive consultants’ contracts and reports risk intimidating the
voluntary sector members and creating a sense that they must do the same. A
third danger is being overpowered by the communications industry. The VSI
will sponsor the biggest consultation that government has ever undertaken with
the voluntary sector and there is no question that a good communications plan
is vital but there is a risk that communication of the strategy’s content will take
primacy over the content. The final concern is simply time — that Tables
members who are all busy people, but particularly the government members
who may be sidetracked by other departmental issues, can remain fully engaged
as the initial glow of the collaboration wears off.

The biggest challenge for the voluntary sector members of the Tables does not
arise from differences in culture with their government counterparts. As
professionals representing fairly large organizations for the most part, the two
are quite similar. The more significant differences are between the voluntary
sector leadership at the Tables and those outside the Toronto/Ottawa circle,
particularly those representing small groups and working at the grassroots. In
some parts of the country, especially in Quebec and in small centres, how the
sector is viewed, the issues it faces, and the relevancy of any relationship with
the federal government appear quite different than they may to those at the
Tables. For many cash-strapped organizations, it could appear ludicrous to
spend so much money on process or on anything other than programming.
Given these differences within the sector, the voluntary sector members of the
Tables have a different stake in the process than do their government counter-
parts and, in many respects, they have more at stake. It will be imperative for
them to show their very diverse sector how the VSI money is spent and what
difference it is likely to make. If they cannot sell the rest of the sector on the
value of the VSI and their contributions to it, not only their personal credibility
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but their efforts over the past five years to knit together the sector may be at
risk. Thus the engagement process cannot be run as a standard government
operation in consultation but needs to be sensitive to the unique roles and
responsibilities of the voluntary sector Table members.

Conclusion: Governing by Relationship Building

The VSI is an important development in the future of governance, not only
because it, at last, recognizes the unique role played by the voluntary sector in
service delivery and in nurturing democracy, but because it marks the begin-
ning of a shift from governing by programming to governing by relationship
building. Admittedly, the federal government has long known of the import-
ance of relationship building with the private sector, with other countries in
international affairs, and with provincial governments where the autonomy of
the other players is generally accepted. In most other areas, however, the
federal government has tended to think in terms of “constituencies” and
“stakeholders” in its programs. The challenge was either to convince them of
the value of the program, quell their opposition, or perhaps consult them about
program design. But, long-term relationships based on shared expectations and
mutual undertakings that are negotiated and codified in a framework agreement
are a radical departure from dealing with stakeholders. The primary responsi-
bilities of government in relationship building are to provide an appropriate
enabling environment to permit the partners to fulfill its potential, to ensure
that government commitments on particular standards of conduct can be met
by relevant departments, and to facilitate collaboration, including means for
reviewing and improving the relationship. A shift from traditional program-
ming that focusses on hierarchy, accountability, and funding within a single
department to relationship building that involves collaboration, co-ordination,
responsiveness, and flexible accountability cannot be expected to occur in a
flash, as it requires both a change in attitudes and in governing machinery.

The VSI is an enormously positive step toward better relationships and a more
constructive environment. It is relationship building on a grand scale — a
government-wide and sector-wide basis. Over the next few years, we can
expect to see similar framework agreements and extensive relationship build-
ing at the departmental level as well. Although the VSI represents a sea change
from the first Liberal mandate in how the federal government views the
voluntary sector, there is still a certain reluctance to take some of the critical
steps that would demonstrate full acceptance of the autonomy of the sector.
The unwillingness to participate in joint reviews of policies concerning advo-
cacy, funding regimes, and modernization of the sector’s access to the tax
system is a holdover from previous attitudes which regarded voluntary orga-
nizations merely as stakeholders in government programs.

As the first big experiment in relationship building, the VSI offers several
lessons for collaborative governance in general. The emerging forms of col-
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laborative, horizontal governance and relationship building require both mech-
anisms for working jointly with partners and machinery for co-ordinating
horizontally within government. The strength of the VSI is in the Joint Tables
process that creates the closest thing to true partnership that the voluntary
sector has experienced with the federal government. Its weakness is the
difficulty of creating and maintaining effective means of co-ordination across
departments. This remains an unresolved problem in other policy areas as well.
Not only are the co-ordinating structures not well developed but there are few
incentives and rewards for public servants to give priority to the management
of, and participation in, horizontal issues. Relationship building with the sector,
particularly through the development of a framework agreement that binds both
sides (at least morally), to certain standards of good practice reveals the need
to rethink and retool the central agency machinery in order to create an
administrative unit that can appropriately co-ordinate departments, monitor,
and report on adherence to the responsibilities assumed. The VSI also shows
that collaborative governance requires more elastic accountability, new fund-
ing instruments, and fewer restrictions on confidentiality — a hard sell at the
very time that accountability has become more subject to routine and rigid in
the wake of the HRDC scandal (in which department officials were accused of
mismanagement of millions of dollars of program funds).

Finally, the VSI is a good reminder that a relationship involves other players
who, while interdependent, are also autonomous and come with differing
cultures, resources and political imperatives. In this case, the task of engaging
and bringing along the enormous diversity of the voluntary sector in the VSI
is perhaps the key challenge to making the Initiative work. It will require some
of the most innovative thinking of all.
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The selection process reflects the level of interest in this Initiative within the voluntary
sector. To ensure broad representation and diversity, the VSR established an independent
selection committee which received self-nominations for membership in the Tables. Almost
1500 nominations were received for 65 positions. Government members of the Tables were
selected by a steering commiittee of ADMs.

The responsibility for resources to support the work of each Table rests with a government
department, primarily with HRDC, Heritage, or the CCRA. How each Table is supported
by government and the authority of the Tables to contract varies considerably, depending
onhow the relevant department developed the Treasury Board submission for its component
of the funding.

A third instrument is the contract but because it is used in more limited (clearly defined)
circumstances to deliver an identified service or project to government, it is not discussed
in this context. It poses many of the same problems as a contribution agreement.

The voluntary sector’s Secretariat was set up by, and reports to, the VSR and is housed with
NVO.
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