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Secretary, _
FROR Working Committee for Financlal Management DATE
De Implementation. NUMBER
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Référence Workd Committeo for the mplementation of FILE DOSSIER
the Woods, Gordon Report. OTTAWA
SUBJECT o r" / - ’
Suiet MISSION
\ —
ENCLGSURES
g Pleage find nttashed, copies of the Minutes of the Mestings of
November 8 and Docember 3, 1968 of the Vorking Committee, You will see from
DISTRIBUTION

Ext. 407D/BIil.

{Admin. Services Div.)

recolve as they are issued,

page 4, paragraph 17, that a resolution was passed inviting you to attend the
mectings of the Committee as often as possible, Iour nams has been added to
the distribution list of minutes, papers and agenda which you will now

V. M. AGNE3

£
Working Comittee for
Finaneial Management Implementation.
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We have been developing detailed plans for the implementation of
the recomrendaticns of the Woods Gordon report. Among other things, we are
preparing a smsll pamphlet to be distributed to all officers summarlzing
the recomnendations of the Woods Gordon report and the changes which we
expect to see made in deparimental operations in the next year or two., We
are developing plans for a geries of brief seminars which wouid be conducted
by Mr. Bemnett or Mr, OtToole at our posis abroad beginning early in Felruary.
The scheme involves, for example, having Mr. Beaneti accompanied, if possible,
by the head of the appropriate Area Division, visgit a suitable post, such as
Djakarta, for a perlod of sbout a week, The first day and a half would be
devoted to a seminar with the Head of Post and four or five additional Heads
of Post from sdjacent missions, followed by some three days of detailed
iraining for the edministrative officers from these same posis. The process
would be repeated until, hopefully, all our missions are familiar with the
plans and requirements of the new syatem,

2e We intsnd to develop budgets for sach post in the next few months,
and beglming on April lst we will be running the new system in tandem with
the present system. so that our posts will have a year!s experience before we
actually switoch over to the new control pattern, Next summer, posts will be
expected to prepere their estimates for 1970-71 in the manner recommonded in
the Woods Gordon report.

3. It is of great importance to the successful implementation of this
new pystem to have all of our officers recognize the need to devote a pgood
deal of effort to understanding the philosophy that underlies the changes
and to recognize that this is something which the Department considers to

be worthwhile, We have thersfore considered ways of travsmitting this

sense of importance to our people and beliove that one of the more effective
techniques would be the production of a brief film, What we have in mind is
a f1lm of about 20 minutes! duration in which you would participate with me
and perhape one or two other officers in a discussion sbout the present
system of mdministration and the proposed new system, which we will be
implementing. The f£ilm eould be sent to all our posts prior to the seminars
to be condusted by Measrs. Bennett and O'Toole,

/ cas?
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If you agree that this is a good idea and are willing to
participate, your presence would be required for approximately half
a day (I em sorry that it will take this long but apparently our con-
tacts in the Film Board indicate that it takes sbout half a day to
get approximately 20-30 mimutes of ascceptable film), The Film Board
would arrenge for a studio here in Ottawa where the discussion eould
be taped on video for subsequent editing and the production of the film,
Naturally, we will have prepared a proper script for the filming., Ve
would hope that the filming could take place shortly afier your return
from Iondon, i.es during the week of January 20th.

5 May 1 have your views, please?

JOHN STARNES

John Starnes
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DISTRIBUTION
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As you know, Mr, O'Toole and I are gbout to begin in earnest the
implementation of the Woods Gordon recommendations. Beginning sbout the
first of Pebrusry, we will be visiting our posts to explain in detail what
will be required of them starting next April and, in perticuler, next summer
re the preparation of the 196071 Estimates, I must gsay I am concerned about
the capability of our posis to meet what we will be axpecting of them, I am
sure you feel the same way in connection with the administration of collective
agreements, 1 believe, therefore, that we should undertake a careful ascess=
ment of our needs for administrative staff. I know we are faced with severe
1imits on our budget but the need for administrative officers at each post is | /
surely a high priority item,

2e Probably the least difficult matter is my oun office, As you know,
T will need fowr Avea Comptrollers to implement and later to direct the new
system of financisl management. While the Avea Comptrollers should be at the
487 or AS8 level, I have agreed to function temporarily with two of the four
drawn from junior AS grades. Seo far, one AS7 and one AS3 have been assigned,
I would hope that a second senior officer would be made available by the end
of Jamuary and that the fourth, a Junior, would be in piace no later than
April 15, I have asked Mr. O'Toole to prepare the BCR questionnaire so ve
ocan get these positions classified at an early date,

3, These officers will require secretarial support in addition to
Miss Carpenter and I suggest one additional secrebary be posted in February.
1 think this would answer our requirements until aboub September, at which
time a seeond girl will probably be needed,

Lo The more difficult problem concerns the posts abroad. As you know,
the Woods Gordon report recommended that all posts should have an administrative
officer, The fact that there is one already approved on all post establishments
reflects, I believe, a genoral agreement in the Department that they are nueded,
regardless of the Woods Gordon recommendations, The implementation of responsi-
bility accounting is bound to create some additional administrative workloud at
posta, no matter how small, and more importantly, will magnify the importaence
of training and experience in finaneial management - a criteria that argues
against casting FS0s in the administrative role, I understand there are some
20 vecant administrative officer positions abroad,

/ eee2
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5. On the clerical side, I am not aware of the number of vacent
positions., However, I do know that s mumber of administrative officers

are having real difficulty in carrying out their present duties due to a
shortage of c¢lerical staff « both local end Canadian., In some cases this
gituation may cost us the services of good administrators. Mr., Matheson

sent me a copy of a letter dated November 29 addressed to Miss Hobbs in
Personnel Operations from Mr. JM. Church in Accra = I don't think we should
allow this kind of thing o go by default and I can't help wondering how many
others think this way, but haven't written, :

6o Would it make sense to begin our examination of these problems by
reviewing the following pertinent informationt

(a) Unfilled administrative officer positions ebroad.
(b) Unfilled elerical positions abroad.

(¢} Number of administrative officers and clerks available for cut
posting during, say, calendar 1969,

(d) Number of administrative officers and c¢lerks due for imwposting
during the same perlod,

e This review will show us the size of the gsp and I imagine you
share my expectation that it is a large one, I would therefore suggest
thet, in searching for solutions, we should explore not only recruiiment
but also such things as?

(a) the need for multiple administrative officers at some of the la:cger‘
postss

(b) the possibility of extending the duration of touwrs abroad;

{c) the posting of senior clerical persomnel to £ill vscant administrative
officer positions with perhaps the promise of promotion after some
perioed of probation;

{d) the reclassification of some experienced stenographers as ¢lerks,

8. I hope that we can launch this review as soon as possible. In
addition to the very real urgency of the problem itself, there is the matier
of its effect on morale end particularly its effect on peoplels reactions to
administrative changes of the ¥ind being contemplated by our Branches., When
I go abroad to start training people in financial management, I fully expect
to be pgrested with the claim that the old system was fine if there had been
gtaff evailable to run it. Unless we ¢an jointly produce some answers in
the next few weeks, I could well be hooed right out of such conferences.

T b EENETTY

- T.H, Bennett,
Director-General,
Finanee & Administration Branch.
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You will recall that I spoke to you last week, inquiring about
fthe possibility of having a short film produced which would serve as a

DISTRIBUTION

Mr, O Yloole

Ext. 407D /Bl

{Admin. Services Div.)

training aid in connection with the implementation of the Woods Gordon
recormmendations en Financlal Management in the Dopartment, This will conw
firm cur interest in pursuing this matter, While we have noi yet attempted
to develop our ideas regarding the content, what we have in mind is a short
film of perhaps 20 or 30 minutes, which would be of the Under-Secretary and
three or four other senilor officers of the Department discussing the present
bractices followed by the Department in the area of financial administration,

& our plans for implementation of the recommendations ecntained in the
cods Cordon Repart. We would hope to achleve a spontaneous and unrehearsed
ffect in this £ilm, which may present some difficuities, I would welcome
the advice of an expert in this regard but the best course might be to film
La longer session and edit the result down to a 20wmimute f£ilm,

- While I have not yet discussed this with the UnderSecretary,

T would hope that we would be ready to prepere such & film by, say, the

15th of January. If our efforts are successful, we would want enough prints
for distribution to each of our posts,

e Mr, 0'Toole and I are developing plans for the conduct of seminars

in the field. For example, the notion is to gelect a post with suitable con=
erence facilities and gather together five or six neighbouring Heads of Fost
d their administrative officers, The Headsof Post would spend perhaps a

ay and a half having the basic concepts explained to them, with the

dministrative officers remaining for a further 3-day period for instructions

the detail of budget preparation and control. We intend to undertake e

dry run® here in Ottawa early in January and begin our tours of the missions
broad about the lst of February rumning through until June, by which time

a1l posts will have been covered,

/ eee2
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be I would be grateful if someone in your Divisior could discuss
this with the most appropriate agency, 1 assume the National Film Board,
to obtain their advice regarding the technical aspects of the £ilm and
the cogts involved. In view of the rather tight timetables, I would
appreciate, at least, preliminary information before Christmas, I will
be absent from the office next week on a seminar being conducted by the
Treasury Board here in Ottawa, but I will be available towards the end of
each day here in the office., I suggest that if you wish to discuss this
further in my sbsence, you might get in touch with Mr, 0'Tocle,

T H. BENMETY

7.H, Bennett,
Director«General,
Finance & Adminietration Brench.
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Mr, K.J. Burbridge,

ED Head of U.S,A. Division. q ﬁdﬂﬁY UNCLASSTE
curité
L.J. OtToole, D ber |
FROM Assistant to Director-General, DATE ecember |
De Finance & Administration Branch, NUMBER
REFERENCE Numéro-
Référence
FiLE
SUBJECT Financial Management Seminar OTTAWA/CL___,L7é2‘
Sufet
iNCLOSURES )
As you know, we will be holding training seminars for personnel
abroad to explain the concepts of financial management being introduced in
DISTRIBUTION the Department and the progran for implementing the changes.'
2. The thought is to bring together the Heads and Administrative
Mr., W.He Officers of a group of posts in some central location., One day or, at most,
Barton one and a half days would be devoted to explaining the general conceptual

(U.No Div. )

Mr. T.Ha
Bennett

Ext. 407A/8Bil.

approach and the role of the Head of Post. Heads of Post would then be re-
leased and the session would continue with Administrative 6fficers only,
covering the detailed procedures of the new system. We would probably start
a seminar on a Monday, release Heads of Post that night or Tuesday noon, and
finish on Thursday.

3. We had believed origitally that all U.S.A. posts and NY(FERMIS)
could be brought to Washington but Property Management says that conference
facilities there are inadequate and suggests one of Boston, Chicago, los
Angeles, San Francisco or NY(PERMIS) as a better location. We solicit your
advice on this subject,s T

b On the matter of timing, we are thinking tentatively of the
final week of March or the final week of April. Are you or Mr. Barton aware
of any serious conflicts that would occur at either time?

56 It is our further hope that wherever possible we can time our
seminars to coincide with a visit by the Head of the Division concerned,
We would then engage your support and participation, particularly for the
opening sessions of the seminar. If you foresee such a possibility, we
would be happy to coordinate our plans with yours.

'.J. 0tToole,
Assistant to Director-General,
Finance & Administration Branch.
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Ag you know, we will be holding training seminars for personnel
abroad to explain the concepls of financial management being introduced in
the Department and the program for implementing the changes.

2. It is planned to bring together the Heads and Administrative
Officers of a group of posts in some suitable location, Beginning on a
Monday morning, one or ont and a half days would be devoted to explaining
the genersl coneeptual approach and the role of the Head of Fost. Heads

of Post would be released no later than Tuesday noon and the session would
econtinue with Administrative Cfficers only, covering the detailed procedures
of the new system and ending Thurasday.

3. It is proposed to hold seminars at Ankaera, Nairobi and Tunis to
include ths following groups of postst

Ankara Hairobi Tunis

Belrut Dar-eg-Salacm lagos

Athens Addle Ababa Dakar

Tehran Pretoria Acora

Nicosia Cairo Yaounde

Tel Avivy Kinshasa
be Property Management Division have advised us that adequate

conference facilities are available at the three posts proposed and also
at Cairo and lagos. We solicit your advice, and Mr, Halastead's, on the
groupings proposed and on the locations for the seminars.

5, Our tentative plan ie to hold these seminars over three weeks
in April, 1969, Are you or Mr, Halstead aware of any serious sonfliet with
known travel, leave or posting plans at that time?

/ é002
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6o We further hope that wherever possible our seminars can be
combined with a visit to the area by the Head of Division eoncerned, We
would then enlist your support and participation at least in the opening
sessions, ' If you or Mr, Halstead foresee such a possibility, we would
be happy to coordinate our plans with yours.

L.J. 0'Toole,
Assistant to Director=General,
Finance & Administration Branch,
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EXTERNAL AFFAIRS AFFAIRES EXTERIEURES )
Mr, JoGo Halstea.d,
Head of European Division, ‘
10 UHCILASSIFIED
A Lot G'TOOIG, . _ SEcCul:?:;TY '
Assistant %o Director-(encral, Séeurit December §, 1968
ROR Finonce & Administration Branch, DATE
De NUMBER
:g:?RENCE Numéro '
Financial Management Seminar - DossIER
St -/=)
e
ENCLOSURES
Annexes As you know, wo plan to hold seminars for personnel abroad to
train them in the convepts of financial management being introduced and to
discuss with them the implementation of the changes,
DISTRBUTION | =, The idea is to bring together the Heads of Fost and Administrative
Mr. DM, Officers from a group of posts to some central location, One day or a day and
Cornett & half at most would be devoted to explaining the general background principles
(Comwlth Div,) | and the role of the Head of Post. The Heads of Post would be released at that
point and Administrative Officers would continue for another three deys, covere
Mr, W.H, ing the detalls of formp and procedures.
Barton
(U.N, Div.) 34 It appears that three seminars would be required in Europe, possibly
at london, Paris and Rome, The groups of posts might be:
Mr, Bennett -
london Paris Rome
Oslo Bonn Vienna
Stockholn Hamburg Belgrade
Helsinki Marseille Frague
Copenhagen Bordeaux Warsaw
Dublin Berne Moscow
The Hague Geneva ‘
Brussels Madrid
Lisbon
be Ve are advised that conference facilities are also adequate ot

Ext. 407D/Bil.

{Admin. Services Div)

Bruspels, Bonn and Iisbon,  May we have your sdvice on the suitability of
the locations and of the proposed groupings?

/ veed
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5o - At the moment, we are thinking of making this tour in May 1969.
However, we are anxious, wherever possibley %o combine our seminars with a
visit by the Head of Division concerned, We would then engage your support

and participation ip the opening sessions of the seminals Pleage let me know your
{ves that would allow us to coordinate better

with your own travel plans.
L.J. OTOCLE

L.d, O'oole
Assistent to Director-General,y
Finspce & Administration Branch.
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EXTERNAL AFFAIRS AFFAIRES EXTERIEURES

Mr, P.A, Bridle, 0

latin American Division. UNCLASSIFIED
SECURITY

L.J. O'Toole, Sécurité __
Assistent to Director-General, are Decenber 5, 1968

Finance & Administration Branch,

NUMBER
Numéro

Financial Management Seminars FILE DOSSIER

OTTAWA

=)=/

MISSION

! A

ENCLOSURES

Annexes

As you know, we will be holding training geminsrs for personnel
abroad to explain the coneepts of financial management being introduced in
the Department end the program for implementing the changes.

DISTRIBUTION

Mr, D.M.
Cornett
(Oamwlth Div.,)

Mr,
T.H, Bennett

Ext. 4070/Bil.

{Admin. Services Div)

24 One session could be held at Kingston and would include a3 well
Hexdco City, San José, Havana, Portesu-Prince, Santo Domingo, Port of Spain
and Georgotoun. A second at Rio would include Garaeas, Bogota., Quito, lims,
Santiago, Puenos Aires and Montevideo,

3. All Beads of Post and Administrative Officers wm:ld meet on &
1 Monday morning. The firat day would be devoted to the general conceptual
approach and to the role of the Head of Post, Heads of Fost would be ree
lessed Monday night or Tuesday noon at the latest, The session would cone
timue with Administrative Officers only until Thursday night, covering the
detailed proceduvres of the new agysten,

be It i1s tentatively planned to hold the Kingston and Rio seminars
4n March 1969, I would appreclate advice from you and Mr, Cornett on this
timing; whether it confliets serlously with known: travel, leave or posting
plans in the posts affected; also on the suggested locations for meetinga
and on the makeup of the respective groups.

5. It iz our further hope that wherever possible we can time ouxr
gseminars to coineide with a visit by the Hesd of Division to ares posts,
We would then engage his support and participation, particularly for the
opening sessions of the seminsr. Therefore, if you or Mr, Cornett have
such plans we would be happy to coordinate with you.

LJ. OTCOLE

L.J. 0'Toole,
Assistant to DirecterwGeneral,
Finanee & Administration Branch,
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Implementation Committee for Minancis nagement UNCIASSIFIBED \%
EO SSCUR;TY
Séeurit
L.J. O'Toole, Secretary DATE December 4, 1968
FRORM
De NUM’BER
REFERENCE Numéro
Référence
Agenda for Meeting, December 16 e DOSSIER
s 5=y
MISSION
/ 2
ENCLOSURES
Annexes ’
Mr, Starnes has scheduled a meeting for Monday, Docember 16 at
11.00 a.m, in his office.
DISTRIBUTION
Messrs: 2, Tho purpose of this meeting is twofold. Members will be informed
of progress to date on various aspects of implementation and they may wish to
J.K. Starnes comment or to further ingtruct the Working Committee. Secondly, discussion
M. Bow should be continued on some fundamental issues raised at the first meeting.
F.M, Tovell The following agenda is proposedt
.H. tt . :
z. deB;r.me 1, Mimutes of tho meeting of Gotober 31, 1968,
B.ftgx:? 2, Proceedings of the Working Committee.
A '
P Bissonnette The Working Committee has now held two meetings, The
D.B. Dewar minutes for November 8 and November 29 are attached: The
(T.B.) latter contain & list of the projects under way or planned,
‘ together with target dates.
3. Coding and Finsncial Reporting,
These activities have consumed considerable time during
the past month, Since they are only touched on in the
Working Commitiee minutes, a paper is attached outlining the
status,
4. Basic Issues,
Responsibility Accounting as simply a set of mechanieal
accounting techniques would be of little value, perhaps even
a detriment, to the Department: A central responsibility of
this Committee will be to ensure that it becomes a positive
style of management to replace the largely negative styles
of the past - and that it serves the program official rather than
being served by him., Some comments by Mr. Bow quoted in an
attached paper may help to focus this disecussion,
./ seal
Ext. 407D/BIl. 000926
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The deliberations of the Commitiee on these issues should
provide a framevwork for decisions in a number of areas ineludingt

(a) Extent and nature of itop management involvement in
‘ implementation.

{b) Extent of participation and support to be expected
from Area Division Heads, particularly in training
seminars abroad,

{c) Use of "managerial® performance as a criteria for
advencement, performance rating, ete, of F30s,

{d) Future role of administrative support divisions and
their relationship to the program organigation,

{e) The administrative burden at posts,
5. Training and Indoctrination.

There is a suggestion that a training film could enliven
the program and greatly increase the impact. One possibie
approach will be described and the Committee will be asked to
assess its value.

6, Other Business,

LJ OTOOLE

L.Jde 0'Toole
Secretary,
Implementation Committes for
Finaneial Management,
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CONFIDENTIAL

December 3, 1968

HORKING COMMITTEE FOR FINANCIAL MARAGEMENT IMPLEMENTATION

The Working Committee for the implementation of the Woods,
Gordon recommendations met for the second time on November 29, 1968.
Present weret

Mr, L, 0'Toole ~ in the chair
Mr., T.‘Ho’ Bonnett

Mr, R, Gregson

Mr. B. Warren

Mr, David Wilson

Mr, L. Parent

Mr, L. Vail

Mr., W.M, Agnes . = BSecretary

Excused were Mr, Sinclair, absent from Ottawa until December 8, and Mr,
Matheson detained by urgent obligations,

The meeting opened at 10,40 hours.
te he Meeting of November 8 68

2. The minutes of the meecting of November & were adopted as
distributed., Mr, Vall said that the minutes made no mention of a discussion
concerning Program Reviews and Estimates Procedures, but was satisfied when
the Chairman pointed cut that this question would be thoroughly clarified at
this meeting,

Communication of November 19, 1968 from Mr. Bennett concerning certain
Treasury Board reservations about the implementation of the Report'a

recormendations

3. Mr, Bennett reviewed his memorandum snd summed it up by saying
that the Treasury Board staff had been under some misapprehension about the
purview of the Woods, Gordon Report. The latter proposed a system of

' regponsibllity accounting and related procedures which were rather more
restricted than Program FPlanning and Budgeting. In fact, the terms of
reference of the consultant excluded Program Budgeting and its applicability
to the Department's operations, The misunderstanding of the TB staff had
been cleared and it was now accepted that the ultimate results of the reforms
now being implemented or contemplated would be something germane to but
different from Program Budgeting, which would take into account the general
nature of the Department in g responsgibility accountmg structure. In any
event, these discussions with the Board staff should in no way constitute

an impediment to the implementation progrem or to the work of the Committee.

/ (XX ] 2
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b About pre-audit, Mr, Bennett said that he foresaw no change in
regponsibility for awhile, at least until the Department was ready to assume
this task. Mr, Wilson indicated that there are already several areas in
which he would 1ike to take over pre-audit responsibility. Mr, Bennett
indicated that he had no objection in principle but that he wished to look
at the whole picture before making specific conceassions., It was necessary,
in his view, to pinpoint delegation of authority and to establish a suitable
system of internal control rather than insert another level in the auditing
system. The proposed responsibility accounting structure could be adjusted
to take into account pre-audit requirements at a later date.

5 In reply to a question by Mr, Wilsopn who wondered about personnel
implications, Mr, Bennett said it was quite obvious that the Department, if
it wanted to establish a system more efficient than the existing one, would
have to make precise proposals which would include staff requirements.

6. Mr, Wilson made the point that the present system involves
duplication, since C.T.O. checks decisions made by departmental line
personnel in accordance with existing regulations and can therefore pick
up errors after the fact, When pre-audit responsibility is delegated to
responsibility centres, it will be necessary to devise some protection for
the Department to ensure that funds are not overspent. He wondered whether
gome sort of mechanized instant commitment control, to keep track of all
commitments in the Department, could be envisaged, He felt that such a
system would be invalusble not only for day~to-day control operations but
algo for the quick assessment of the financial implications of various
demands or proposals affecting various classes of personnel and their
dependents., Thisz sort of information was often required on short notice
during negotiations, From the discussion which followed, it emerged that
centralized computing was some years away and that for the immediate
future, the Depertment would have to continue to operate within ite
budget with the help of simple, internal control systems. The Committee
agreed that the problem had been recognized but that it was somewhst
outside its terms of reference.

7. This matter had been raised at the previous meeting by Mr.

Vail and Mr, Warren and it was felt that clarification was necessary
particularly regarding the timing and type of submissions which would have to be
made for the Program Review and the Estimates for 1970-71. There was some cone
cern that it might again be necessary to support the Program Review with costing
estimates in addition to the actual estimates procedure. Mp, Bennett answered
that, up to a point, it was correct to regard the Program Review and Estimates
as two operations.

8. In theory, the Program Review technique contains no costing or
estimating elements It is simply the congideration of a budget as the
reflection of interests and needs in broad outline and in general terms,
This shonld toke the form of a statement of plans focussing on a point in
the future and working back in increasingly precise detail to the first
year of the program, In practice, however, the Program Review does not
work that way. It tends to take into account immediate realities and it
is the next year which becomes the focus of attention., In 1968, the net
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effect of the Program Review was to establish departmental ceilings for

 manpower and expenditures s 1.2, of turning the Program Review into an

estimate exercise., This is not desirable and o avoid it a new procedure
will be devised to ensure that Review and Bastimates procedures remain
separate, New instructions will be issued shortly and it is not expected
that posts will be required to participate or that divisions will be asked
to supply figures in any detail in support of the Review. Instead; a per
capita costing technique will probably be used to arrive at departmental
requirements expressed in global terms. -

% As for Estimates, one single vote will finance the Deparimentsal
Program which will be broken down into its five components (Folicy Formulation/
Coordination; Direct Program Costs; Foreign Representation; Administration;
Membership in International (rganizetions). In terms of Program Budgeting, the
relationship between Canada and a foreign countiry or an international orgsnize-
tion will be the basic package. Estimates will therefore be structured and
examined on the same bagis, relating expenditures to Program Review decisions,

Project Scheduling for the first period of Implementation
10. Mr, O'Toole called attention to the list attached to the agenda

and emphasized the importance of prepering a firm time table for the Committee
which would be communicated to the Implementation Committee., There was much
to be accomplished during the initial period of implementation (i.e. before
April 1, 1969) and it was essential that tasks and responsibilities be assigned
without delay to administrative divisions or to individusls. If was slso
agreed that as new policies and procedures would be developed during the
implementation process, the Committee would identify regulations, instructions
and procedures which would be affeocted or become obsolete and ask the
responsible authority to review them and eventually make the necessary amend-
ments,

11, The first four items on the project list were in hand and projects
would be tabled shortly for the Committee's advice or approval,

12. Training Material. Some redrafting of the initial project is in
progress. It was agreed that the booklet should be in the form of a review
of the Woods, Gordon Report presenting the new system of finasncial management
to departmental personnel., While the presentation should be appealing and
emphagsize the positive aspects of the Report, il should be fair and present
as well the new obligations which will arise for personnel under the system
of delegated authority and responsibility accounting. It should also avoid
conveying the feeling that the principles of the Woods, Cordon recommendations
are still open to challenge or to discussion., The booklet should be oriented
to win as much support as possible for the new system at home and abroad.
However, comments and eriticisms should be welcome as they evidencec interest
in the proposals and could be invaluable as contributions from qualified and
experienced personnel,

[ eesd
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i3. These were to be used for the determination of initial budgets

ag well as for the revision of budgets during the fiscal year. They should
therefore be designed to help post management to produce complete and accurste
estimates and to provide the necessary framework which would make it easy to
review budgets at regular intervals, It was sgreed that each interested
division would be asked to participate in the development of these (and other)
forms and to supply their own input on the basis of their experience,

14 The question arose at this point as to vhether forms and guidelines
should be ready for use for training and seminar purposes. It was agreed that

while this was highly desirable, it should not interfere with the schedule of
training and seminar meetings which should remain as planned.

onversion of 0 Esgtimates to Reporting Object Stru e

15, The Chairman reminded the Committee that the 1969-70 Estimates
would have to be converted to =& reporting object structure so that they
could be used for the preparation of the new financial returns during the
next fiscal year., It was not too soon to assess the difficulties involved
and interested divisions were urged te study this project without delay.

16, The proposed list of reporting objects for posts abroad was
distributed to members of the Committee and the Chairman mentioned the
mechanicel difficulties encountered in the development of this project.

In addition te the special reperting needs which would have to be met

during the fiseal year 1969«70 for posts abroad and for divisions in Ottswa,
various difficulties about formats and procedures would have to be reconeiled
to everyone's satisfaction. While agreement had been reached aboul the
coding block, the post cash control record formst presented some difficuliies.
The proposed columnar format by reporting objects (Exhibit 12 in the Report)
was designed to be produced and despatched in handwritten form., As there
seemed to be a requirement for post accounts to be typewritien for better
clarity and legibility, a new format might have to be devised., In order

to decide whether it was necessary to type post accounts, it was agreed

that 20 posts would be asked to send one handwritten copy of their current
accounts, together with the usuwal typewritien ones.

Other Business .
17. Mr, O'Toole proposed, and it was agreed, that Mr, Matthews

(CTO) end Mr, Keehner (TB staff) should be invited to attend the meetings
of the Committee &s often as possible.

18. The meeting adjourned at 13.45 hours,
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1. Develop format and procedure for Post Cash Control Record. Dec. 20/68

2., Publish information booklet on Woods, Gordon proposals. Jan, 15/69
3. Develop material for use at training seminars to be conducted y
for posts abroad. Jan. 15/69
4. Develop Estimates forms and guide for use by posts in their
submissions for 1970-71. Dec. 20/68
5, Liaison with Data Centre regarding production of Budget
Reparts,. Dec. 20/68
&
as required
thereaftez'o
6. Development of telecommunications requirements for {ranse ,
mission of montheend information to C.D.C. Feb, 15/69
7. Supplementary Budget Report format and distribution. " Dec, 20/68
8. BRevision of code structure end manual for the fiseal year
1969-70. Jan, 30/69
9, Conversion of 1969-70 Estimates to Reporting Object

Strueture by post for use as trial budgets next year, Mer, 1/69

10, Develop economic lifetime scales for the administration of
equipment and furniture repair expenditurea s together i
with replace vs. repair policies. Feb, 1/69

i1, Develop climatic classifications affecling equipment and ) A
furniture repairs, Feb, 1/69

12. Develop scales of issue for specific elasses of materiel

and review requirements for standard item eatalogue
series, Apr. 1969
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conxge AND FI:‘;ANCIAL REPORTING

: It uill be evident to the members that in fiscal l969~70
the Department has to operate, in effect, two systems of financial
reporting. On the one hend, the existing "spending divisions® will
. continue to have the responsibility of controlling the total departmental
" budget. They will therefore require the same kind of financial reports
they have received in the past. On the other hand, we will begin to
produce many of the budget reports required by the new system on a trial

__run basis aiming at full implementation in April 1970, These budget re-

ports will account for expenditures in terms of about 100 responsibility
- centres rather than the nine or ten spending divisions of the exiating
'systam. '

- Expenditure data must be brought together in two quite - j
different ways to serve these two purposes. The basic means of bringing /
various expenditures together in groupings is the coding system, The e
coding system for 1969-70 has thus had to be re-designed to accommodate . TN
the two kinds of groupings needed for financisl reports. N

. ' This ‘is a building block for the whole accounting system . h
and we had planned to deal with it eerly in the implementation program.

' However, we were faced with a November 30 deadline by which the Comptroller

of the Treasury demanded specifications from the Department for financisl

reports needed in 1969-70, As a result, our own plans had to be advanced

‘and a great deal of time in November was devoted to studying and reaolving

‘these problems,

. : The framework that e have now developed is transiticnal but
.4t should provide most of the data needed: for both the irgnsitiensl and

3_ the new styie reports. ‘ _ N v Z:;: . g
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Mr, Bow attended the flrst meeting of the Implementation Committee .

. on. very short notice. Since then, he has resd the Woods, Gordon report in
detail and has recorded his reactions.  He has placed beneath the microscope
_several issues that must be of deep concern to this Committee as implementation
begins and throughout the process. - With his permission, some of Mr Bow's
- comments are quoted below. '

o 2

3,

Regarding what ia m1331ng in the report‘ ' »
“In my opinion the Woods, Gordon report does not resolve nor even
relate in any positive way to what seems to me to be a fundamental
flaw in financial responsibility within the public service, I refer
to the traditionally negative criteria of Government fiparcial manage-
ment whereby the avoidance or the reduction of expenditures frequently.

. becomes the primary objective, replacing the real purpose or activity

for which funds were originally apprOpriated or programmed in the
budget. This is accomplished under the present system by exposing

- _responsible employees to constant suspicion of- ‘dishonesty until they '

are able to satisfy the authorities (Treasury) on each specifie - »
‘expenditure that such suspicion is unwarranted, Unless this. negative 3
outlook - which in many instances has become an obsession -~ can be o
eliminated and the essential element of human Aintegrity can be incorporated,
I do not think any new system of" financial management can be implemented
_successfully. (4nd you will agree, I am sure, that there is not much

- profit in delegating more authority to employees who are too intimidated

or too frustrated to use it effectively.)

"Because the human factor is' a very minor consideration in the report
I cannot offer much detailed evidence in support of this. criticism, -
However, the elementary approach on pages 9~11 to the questions of
program budgeting and responsibility accounting indicates at. the

- outset that the principal criteria are costs and financial controls -

rather than worthwhile and workable Departmental activitiese. The
responsibility accounting section, for example, creates the impression
that this is merely an organizational concept, that additional responsi--
bility is to be delegated rather reluctantly and that central control of
expendltures may be maintained through bureaucratic devices.

Regarding what the report mlght have said; - o

‘"What I believe is required is a completely different approach. The
" basic postulate should be that responsible officers and émployees are

~ honest, rather than dishonest; .. that they are dedicated to public

service rather than disserv1ce, and that although they are accountable.
for the performance of their duties, the latter will be assessed on a
positive basis of results rather than the negative standard of reduced

-/ Y
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expenditures. /It would, of rourse, take time to inculcate in the
service the conviction and the confidence necessary to make these.
criteria effective, But the first steps could, and, I believe,
should be taken in the implementation of the Woods, Gordon report,
In order to do this the briefing material and proposed seminars
would have to abandon the somewhat paternalistic and condescending
postures which have been and still are much too characteristic of
the relations between financier and executive officer, The new
concepts cannot be simply imposed on Posts abroad through a gigantic
manual of regulations and guidelines., Successful implementation of
the system will surely depend on a working partnership between the -
financial experts in Ottawa and the program expert at the Post abroad;
there would seem to be no room in such an association for petty
posturing or archaic attitudes toward financial responsibility,®

Regarding some of the specific proposals;

*I also have some reservations about the contents of the report, It -
seems to me to be based on some very neat assumptions which, in fact,
are seldom encountered in actual operations abroad. Exhibit 4 opposite
page 86 and the ensuing explanations of "Reporting Objects®, offer some
examples; indeed, they sometimes seem to be tilting at bureaucratic
windmills because the procedures they propose to replace are already
honoured largely in the breach by effective administrators. I think
most Heads of Mission will welcome the enhanced flexibility envisaged
through transfers between reporting and standard objects, but I cannot
help wondering whether these new arrangements will absorb more time -
and generate more friction than the present system,

®This brings me to another reason for my anxiety., I think the burden. - .

of work that the report's recommendations will impose upon our Posts
and Heads of Post is being seriously underestimated. The ominous _
burden that the new system will impose on the limited administrative .

" gtaffs at small Posts seems to me to be implicit in the system of

commitment control outlined on pages 118-121 and the procedures .for

- classification #nd coding on pages 121-126. In my experience shortages
of sufficiently trained and skilled administrative officers at Posts .
will result in the heavier workload in purchasing, accounting, etc.

 devolving onto other officers and onto the Head of Post. If there is

any validity in this point, I suggest that every effort should be
made to take corrective action during implementation. Otherwise the
ultimate effect will be to make. Posts abroad demonstrably more
efficient as administrative entities but-proportionately less capable
of performing the positive functlons for which they were. established.
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WORKING COMMITTEE FOR FINANCIAL MANAGRMENT IMPLEMENTATION

Proposed List of Projects and Tentative Completion Dates for
the First Period of Implementation

1. 'Develdp format and'procedure for Post Cash Control Record. Dec, 20/68
2, Publish information booklet on Woods, Gordon proposals. Jan., 15/69
3. Develop material for use at training seminars to be conducted K
for posts abroad. © Jan. 15/69
. 4e Develop Estimates forms and guide for use by posts in their
submissions for 1970-71. - Dec, 20/68 J
5, Liaison with Data Centre regarding production of Budget
Repar ts, Dec. 20/68
, &
as required
- thereafter.,
6. Development of telecommunications requirements for trans-
mission of month-end information to C.D.C. Feb, 15/69

7. Supplementary Budget Report format and distribution. Dec, 20/68

8. Revision of code structure and manual for the fiscal year
1969-70. ~ Jan. 30/69

9., Conversion of 1969-70 Estimates to Reporting Object
Structure by post for use as trial budgets next year. Mar. 1/69

10, Develop ecoromic lifetime scales for the administration of
equipment and furniture repair expenditures, together :
with replace vs. repair policies., _ Feb, 1/69

11l. Develop climatic classifications affecting equipment and
furniture repairs. Feb. 1/69

12, Develop scales of issue for specific classes of materiel
and review requirements for standard item catalogue .
series. Apr, 1969
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WORKING COMMITTEE FOR FINANCIAL MANAGEMENT IMPLEMENTATION

Proposed List of Projeéts and Tentative Completion Dates for

the First Period of Implementstion

Develop format and procedure for Post Cash Control Record.

Publish information booklet on Woods, Gordon proposals,

Develop material for use at training seminars to be conducted

for posts abroad.

Develop Estimates fbrms and guide for use by posts in their
submissions for 1970-71.

Liaison with Data Centre regarding productlon of Budget
Repar ts,

Development of telecommunications requirements for trans-
mission of month-end information to C.D.C.

Supplementary Budget Report format and distribution.

Revision of code structure and manual for the fiscal year
1969-70.

Conversion of 1969-70 Estimates to Reporting Object
Structure by post for use as trial budgets next year.

Develop economic lifetime scales for the administration of
equipment and furniture repair expenditures, together
with replace vs. repair policies.

Develop climatic. cla531f1cat10ns affecting equipment and
furnlture repairs.,

Develop scales of issue for specific classes of materiel
and review requirements for standard item catalogue
series,

Dec. 20/68 ’
Jan. 15/69

Jan. 15/69
Dec, 20/68

Dec. 20/68
&

as required

thereafter,

Dec., 20/68

Mar. 1/69

Febo 1/69

Febo 1/69

Apr . 1969
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The foilowing list-of fécommendations of the Royal Commls;izéak

Document disclosed un ?{e Accgss to Information Act -

!

" on Government Organization (Glassco) was approved by the governdent

~ on March 25, 1968. Where a proposal has been accepted‘in a

modified form the new wording is indicated below the original.
With this 1list, of the total 294 Glassco recommendations 208

have now been approved by Cabinet for implementation. Twenty-six
of the proposals were rejected as having been overtaken by events
or as impracticable, leaving a balance of 60 which are being
actively pursued. |

VOLUME 1 - REPORT NO. 2
FINANCIAL MANAGEMENT

‘Departments be responsible for designing and maintaining the

accounting records necessary to meet their requirements.

Modified wording:

Subject to established criteria, departments be responsible for
designing and maintaining, or having designed and waintained,
the accounting records.necessary to meet their requirements.

The costs of major common services be charged to user departments.

Modified wording:

Approvalyin-principle be given, subject to a study to be made
under- the direction of Treasury Board, to ascertain the extent

to which major common services should be charged to user depart-
ments. - ' ' :

YOLUME 1 - REPORT NO. 3
PERSONNEL MANAGEMENT

The function of making wage comparisons now performed by the
Department of Labour be tramnsferred to the Pay Research Bureau..

VOLUME 2 - REPORT NO. 5
'~ REAL PROPERTY

_Consideration be givéﬂ'tb consolidating in a single statute land

legislation having general application to the acquisition by

‘purchase or lease, and the disposal or leasing to others, of real

property -in-Canada~-and -abroad, by all departments and agencies of
the Crown. ' '

' ’ )
REGISTERED IN AUTH. INTEX
& REFERRED FOR ACTION TO:

S vm _ |
COPIES REFERRED FOR_INFO vl D
TO:. CHIEF TREASURY OFfCER _

. Aleira, S Bomnidt.
o Tl S lorke |
G STl C1 DA ]

Receivad from T.B. =29 //-6&
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VOLUME 2 - REPORT NC. 7

TRANSPORTATION

Either the travel section within the Department of External
Affairs be reorganized to serve as a central agency for
arranging overseas travel for all members of the public ,
service or a travel agency be retained to provide this service.

Modified wording:

That a bureau to be known as the Travel Service be operated

by the Traffic Management Branch of the Department of Defence ’
Production in conjunction with the major carriers on a shared
cost basis to provide travel and hotel reservation services,

and fare purchases on a reimbursable basis, for employees of -
Government Departments and agencies.

A review be made of Armed Forces' policies and practices

respecting the use of passenger vehicles to the end that there

-be consistency throughout the public service.

Modified wording:

A review be made of Canadian Armed Forces' policies and
practices respecting the use of passenger vehicles to the
end that there be consistency throughout the public service.

The Department of Transport be more closely associated with
the Department of National Defence and the Roval Canadian Air
Force in the formulating of policy proposals relating to
military transport.

Modified wording:

That a study be made under the direction of the Treasury Board -
to determine the effects of the carriage of personnel and cargo
by military air transport upon the commercial transportation
facilities of Canada and to make recommendations to ensure most
economic use of the former in relation to the latter.

' VOLUME 2 - REPORT NO. 9

PRINTING AND PUBLISHING

All parliasmentary papers, including the Debates of both Houses,

the statutes, documents to be tabled in Parliament or ordered to-

be printed by Parliament, other printing such as the Canada Gazette
and all small orders (say under g1,000 for Ottawa delivery) continus
to be printed within government facilities, without tender, up to

a8 total not to exceed fifty per cent of the capacity of present
facilities operating on a two-shift basis throughout the year.

Modified wording:

All perliamentary papers,. including the Debates of both Houses,

the statutes, documents to be tabled in Parlisment or ordered to

be printed by Parliament, other printing such as the Canada Gazette
and sufficient other printing requirements of the departments and
agencies of government to balance the production facilities of the

Canadian Government Printing Bureau, continue to be printed in the
most economic manner. '

es 00 3
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290 9, The full costs of the above work be recovered_from the
appropriations of Parliament and the several departiments,
based on an assumed utilization of present facilities at
seventy-five per cent of their present capacity on the
two-shift basis, with a fifteen per cent surcharge for
certain rush work. - :

Modified wording:

The costs of the above work be recovered from the appropriations
of Parliament and the several departments in accordance with a
study to be made by Treasury Board.

294 10. Costs applicable to the prinfihg operations and now borne by
the budgets of other departments and agencies be included.

Modified wording:

Where feasible and in accordance with plans to be developed

by the Treasury Board with respect to the charging of costs of
major coumon services to departments, those costs applicable to
printing operations now borne by the budgets of other departments
and agencies be included as costs of the printing operations of
the Canadian Government Printing Bureau and be financed through
its revolving fund.

304 11. The full cost of government publications, including the cost of
_ services provided by the government publisher, be borne by the
department or agency originating the publication.

Modified wording:

The cost of government publications be shared between the Queen's
Printer and the originating department or agency in accordance
with the formula approved by the Treasury Board in T.B. 667239,
April 6, 1967. :

- 304 12. All revenue be credited to the originating department or agency,
: except for appropriate sales discounts to the bookseller, either
government or commercial, selling the publication. ’

Modified wording:

Proceeds from the sale of government publications as defiﬁed by
T.B. 667239, April 6, 1967, shall be deposited to the credit of

the Receiver General of Canada (Department of Public Printing
and Stationery). '

306 13, Thg'Queen'g Publisher be made responsible for procuring all
.print required by Parliament or by any department or agency of

governmeni, where responsibility is not otherwise specifically
allocated. '

Modified wording: .

The Queen's Prinper be made responsible for procuring all print
required by Pg:l;amgnyﬂpr,by any department or agency of govern-
ment, where responsibility is not otherwise specifically allocated.

oooo' 4-
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VOLUME 2 - REPORT NO. 10

THE "MAKE OR BUY" PROBLEM

- All departments and agencies review their activities involving

the maintenance of real property with a view to contracting out
this type of work.

ModifiedvWOrding:

All departments and agencies review their activities involving
the cleaning and repairs to real property, with a view to the
feasibility of contracting out this type of work.

VOLUME 2 - REPORT NO. 11
LEGAL SERVICES

A strengthened Legal Division of the Department of External
Affairs assume responsibility for co-ordinating the international
legal work of departments and agencies and provide the expert
assistance required on such matters as treaty negotiation.

Modified wording:

A strengthened Legal Division of the Department of External
Affairs, subject to appropriate arrangement being worked out
with the Department of Justice, play a greater role in co-
ordinating the international law aspects of international
legal work of departments and agencies and provide the expert
assistance required on such matters as treaty negotiation.

VOLUME 3 - REPORT NO. 15

HEALTH SERVICES

All aspects of the medical rehabilitation programme be éo—ordinated
by the Department of National Health and Welfare. :

VOLUME 3 - REPORT NO. 16
LENDING, GUARANTEEING AND INSURING

The sale of government annuities be discontinued.

The administration of all statutory superannuation blans be
undertaken by the Department of Finance, with record keeping
the responsibility of the Accountant General. :

Modified wording:

The administration of all statutory superannuation plans be
undertaken by the Department of Finance, with record keeping
the responsibility of the Comptroller of the Treasury.

.~ VOLUME. 4 = REPORT NO. 20

DEPARTMENT OF NATIONAL DEFENCE

Consideratign be given to the compulébry retirement policy
of the Services and the possibility of creating employment

opportunities within the public service for Service personnel

retiring at early ages.

ceed 5
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Page ' VOLUME 4 - REPORT NO. 22

NORTHERN AFFAIRS

172 20. Consideration be given to relaxing the restrictive effect of
federal regulations in the territories, within appropriate
limits, and local officials be given specific direction and
the requisite authority to make the best use of local human
and material resources.

VOLUME 4 - REPORT NO. 23

SCIENTIFIC RESEARCH AND DEVELOPMENT

295 21, Co-ordination of official scientific activities abroad should
be a responsibility of the proposed Central Scientific Bureau,
with the aid of the Department of External Affairs and the
National Research Council.

Modified wording:

Co-ordination of official scientific activities abroad should
be the responsibility of the Department of External Affairs
acting on the advice of the Science Secretariat of the Privy
Council Office.
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Standing Conmittee of the House

OTFTTAWA

1 ~/

MISSION
/ 2

ENCLOSURES

Tnexes

. The statement which you approved for presentation to the House
of the Standing Committec, prior to cur meeting with them on Tuesday next,

DISTRIBUTION

m [ ] J. K'
Starnes

Ext. 407D/Bil

(Admin. Services Div.}

is being reproduced in English and French and should be ready by noon on
M;Dnd&y'

2. I am attaching a book of information about the Department, which
was prepared by Finance Division against our gppearance next Tuesday. As
you can see, it 1s intended as a compendium of information to be used in
regponse to specific questions that may be raised by members of the House,
Mr, Mathewson gave me a list of items about which you wish to have availe
able certaln information, Most of these are ineluded in the book as
follows ¢

1.
2.

LGlasgification -« p. 90.

Collective Bargaining « not yst available.

A "gstatus report® is being prepared and should be
available this afternoon,

3.
o
Se

Canadians aspigned to international organiszations - p. 105,
The Cultural Program = p. 2L,

The Information Frogram - p. 31.

{You asked for samples of publications and catalogues,
These are being collected and will be available Monday
norning) .

6. The Capital Program =- p, 157.
e

8.

The Military Assistance Program - pp. 83-89.
Greek/Turkey Defence Support - p. 81,

/ ees2
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Financisl Control ~ not yet available,
I will do a piece for you this afbernoon,
Inspection Serviece - p. 83.
Recruiting = p. 96.
(Posters, notices and pamphlets are being collected
and will be awvailable on Monday).
Gontributions to Internstional Organizations =~ p. 148.
Claime Negotiations « pp. 47=54.

The Vote « pp. 42-43.

3. If this information is not preeisely what you had in mind or,
if there is any further information that is not available in this book,
please let me know,

T L BENMNNETT

Director-General,
Finance & Administration Branch,
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Mr. J.K. Starnes - : UKCIASSIFIED
oo s~
L.J. 0'Tools, Hovembeyr ,28, 1968

Assistant to Director-General, o, DATE
Finance & Administration Branch. /,«/'Jl (
Queiyf e

FILE DOSSIER

Treasury Board Seminar on Systems Analysis in PPB OTTAWA {6, ] /

| MISSION

/

ENCLOSURES

Annexes

Due to Mr, Bemneti's absence, I attended in his place the session for
he week of November 18. 8ince I know that you are eonsidering whether to attend

DISTRIBUTION

3 Seminar, I pass on a brief description and o few comments,

The Seminar lasts a full week although much of Friday afternoon is
xpandable. Each day's session runs from £:30 a.m. -to § p.m. and thore is usually
small smount of reading or other homework for the evenings. The daily sessions
e rather nicely balanced between lectures, small group discussion. and case analysis.

.‘; The class mmmbers about 25 people and, in our c¢ase, included one .
ssistant Deputy Minister end perhaps twelve Branch Directors. The remaining
articipants were mn aasortment of Assistant Directors, Planning Unit Heads,

I representatives of various specialized agencies. .

The wesk's schedule went approximately as follows: Monday was devoted
an overall exposition of the concept of FFB and its application in the Govern-
ent, A l5-minute introduction by a Treassury Board representative started the day.
left immedistely end two consultants from Eates Peat Marwick took over as course
eaders for the week, From Tuesday morning onward, the course was devoted entirely
Systems Analysis. This phase came to an end just before the lunch bresk Friday,
which time Mr, Gerald Fisch, one of the partners of Kates Peat Marwick, appeared
the scene to lead an open-ended discussion, This began on the subject of Systems
lysis but very rapidly returned to the larger subject of PFB and continued in
s vein after lunch.

Before commenting, it is useful to clarify some of the terminology
t 1s bandied about in this area. This was one immediate benefit of the Seminar,
B must be thought of as the all-inclusive concept - embracing most of the manage-
nt functions from planning and analysis of alternatives through operation and
ntrol. Systems Analysis is a subset within PFB, focussing on the definition of
puts and outputs and the analysis of alternatives. FRinally, Cost Benefit Analysis -
tin tté:::{n a subset of Systems Analysis - just one of the tools for analysing

arnatives.,

/ eee2.
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6. The principal portion of the Seminar, Tuesday to Friday on Systems
Analysis, was very good. In content and presentation it made an excellent intro-
duction to this technigue and its spplication in the CGovermment environment, Its
various elements such as Cost Benefit Analysis were well described and we had the
opportunity to work our way through simple examples.

7 On the other hand, I felt that Monday's session, which was meant both
to describe PPB and to explain ite integration into the ongoing management of
departments, was considerably less adequate., In my own case, of course, they
were preaching to the converted and I was mainly interested in the impact on my
clagsmates, Unfortunately, this impact was negative. It aroused both resentment
and resistance which never entirely dissipated and which came out again in
Friday's discussion with Fisch., This effect resulted from a presentation which
claimed too much for FPB; gave too little eredit to ®capable management® as
carried on at presentj and crested a highly mechanistic image of the manager's
role under FPB,

8. This partial failure must be laid at the door of our imstructors.
They were undoubted experts in Systems Analysis but probably without eny clsim

to expertise in management generally, Arthur Mathewson had different instructors
on his Seminar and found little fault with their handling of PFB, Moreover, the
discussion with Fisch produced better reactions due to his broader gauge approach
and grester depth of experience.

9 All 4in all, the course was uzeful to me and the faults may be
non=recurring.

L.J). O'TCOLE

L.J. O'Toolie,
Assigtant to Director-Generzl,
Finance & Administration Branch.
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iy EWorking Committes for ¥inancial Management Implementations
Agenda for the Meeting of November 20, 1968, e DOSSIER
. 5/=/
MISSION
| A~

ENCLOSURES
Annexes

1

DISTRIBUTION

Chairman
Messrst

»'»-D.ﬁ. Wilson
J. Sinclair
B, Warren

L, Vail

A.J, Matheson
L. Parent

“Re Gregaon
C. lavigne

Ext. 407D/BIL

{Admin. Services Div.}

The second meeting of the Working Committes for Implementetion
of the Racommendations of the Wogds, Gordon Report will be held on November
29 1968 at 10130 aun, in My, OfToolets office,

2 The following items are proposed for the eonsideration of the
Commitien? _

{a) Minmutes of the meeting of November 8, 1968;

{b) Communication of November 19, 1968 from Mr, T.H, Bennstt to the
Chairman, concerning the reservations of the Treasury Board about
the implementation of the Report's recommendations., (A copy of
this paper was circulated last week to membsrs of the Committes);

{c) Frogram Roviews: 1970711 clarification of its timing and purpose}

(@) Project Scheduling for the first pericd of Implementation
(ses attached paper);

{e) FProposed slate of reporting objects with reference to planning,
reporting and controlling at posts abroad

(£) Other business.

W, M, AGhED,

W.M, Agnes
Secretary,
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Develop format and procedure for Pwet Cash Control Record.

Reviow requirements for standerdizing an information retrieval
system for use at posts to supplement Budget Reports.

Publish information booklet on Woods, Gordon proposals.

Develop material for use at training seminars to be conducted for
posts abroad.

Develop Estimates forms and guide for use by posts in their sube
missions for 1970-71.

liaison with Data Centre regarding production of the Budget Reports.

Development of telecommnications requirements for transmission of
montheend information to CIC,

Supplementary Budget Report format and distribution,
Revision of code structure and manual for fiscel year 196970,

Convert portions of 196970 Estimates to form of reporting objects
by post for use as trial budgets next year,

Develop economic lifetime scales for the administration of equips

nent and furnifure repair expenditures, together with replace ¥s.

repair policy.

Develop climatic classifications affecting equipment and furniture
repalrs.,

Develop scales of issue for speeific classes of materiel and review
requirements for standard item catalogue series,
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’

I note that, in 5.‘!;8 first mee’sing, your Committee dmcusaed the

reservations cxpressed by the Board edaff in reply to our suwbmission to them,

DISTRIBUTION

Mesers:

D.B. Wilson
J. Sineclair
B, Warren

L, Vail

A,J. Matheson
L, Parent

R. Gregson
€. Lavigne
W.M, Agnes

J.K, Starnes
(for info.)

Ext. 407D/BIL

{Admin. Services Div.)

1 believe it is useful for the Committec members to be awars of the Boardls

position and of the current status of owr discussions with them,

Would you

therefors communicate this summary to your assoclates,

2e

In a letter dated October 24, the Assgistant Seerstery of the Board

fagreed with and supported most of the maln features of the report® Bubjec'b to
veservations on & mumber of points as follwsx

k™

2

3.

The consultants made a mmber of comments concerning the
applicabllity of program budgeting to the Dspartment of
External Affairs to vhich the Board takes exception, To
the extont that these views msy have affected the conw
sultants! recommendations, the Board is hesitant to sxtend
a full approvel of the recommendations.

The Board points out that, difficult as i‘b may be, the
Department mist soon define an activity structure within
its program, Therefore, they question the advisability
of proceeding with implementation of the finaneial TANAge.
ment syﬁtem until the activity strueture is firm, :

With respect to the Program Review procedure pecommendsd,
the Board feels that a greater degree of direction should
oome from top management in order to avoid the production
by posts of resource demands that are tolally out of
keeping with deparimental prioritics,

Attention is drawn also %o the pending delegation to the
Department of the pre-audit responsibility of the Comptroller
of the Tressury. This might affect the eonsultenta! state-
ment that no significant accounting systems will be raquired
in the Department,

/ eee2
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5« Ffmally, the Board would like to see an apalysis made in
cost~benefit terms, even if only approximate, of some of
the individual measures of implementations

3. We have, of course, discussed these points and others with
the Board staff since their letter was received, These discussions have
made good progress and will be eontinuing, I will summarize the present
position on the five points listed above.

1. The applicability of PPB was specificelly excluded from the
consultants? terms of reference, They undoubtedly felt that
some comments would nevertheless be helpful by placing the
‘responsibllily sccounting recommendations more in context.
Agide from this, however, all the comments are gratuitous,
not neeessarily representative of the Department's opinion,
and indeed, mostly irrelevanit as regards the financial
managenent gystem now being implemented, I believe the
Board accepts this position but they will undoubtedly be alert
for any evidence that these views of the consultants are being
embodied in the nevw sysiem,

2, The Depariment is hard at work, in cooperation with the Board,
at devising suitable ae-tivity definitions, Some measure of
agreement is already in sight. In my opinion, the kind of
setivity structure that is likely to emerge will neither affect
nor be affected by the present proposed system, We should
therefore proceed with implementation as planned., We will
continue with the development of the setivity structure and
when it is complete, review its reporting and system implicaw
tions as a separate exercise,.

3+ The Department is esrrying on its own review of what the
Program Review procedure should be. It may be that the
consuliants? suggestion is somewhat cumbersome, At any
rate, the Central Planning Staff and the Senior Committee
are involved in this study with me and it will be our joint
responsibility to devise an adequate and acceptabls procedure,

4e The delegation of prowsudit responsibilities would certainly
affect our overall accounting requirements. Here again,
however, it is my view that we can proceed with the
implementation of the accounting arrangements described in
/ the Report and deal with pre-audit developments as they
arigse, The latter, it seems to me, would create added
S ffzg@r.ementa rather than a change in existing systems.
5. Regarding cost~benefi{ analysis, it would be in our own
interest Yo apply this framework wherever possible in
selecting from a range of alternatives.

/ veed
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b As I said earlier, discussions are conbinuing on the issues
still outstanding. I will endeavour to keep your Gommittee members
advised of any agreements thut affect their work. -Meanwhile, I cen only
reiterate the wish of the Implementation Committee that the work proceed
ap quickly as possible end my own opinion that nothing in the letter from
Treasury Board noed cause delay in the work of implementation.

T, H. BENNETT

TQH. B@m@tt’
Director-General,
Finance & Administration Branch.
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Iist of Reporting Objescts for Posts Abroad oTTAWA
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MISSION
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e
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Annexes

Purther to the dliscussion on the above subjeet whieh took
place on November 15 in your office, the purpose of this memorandum is
to slarify the schedule which should be followed in introdueing reporting
Mr. B. Warren objects in departmentsl financial reportst

(Fs
Dir.) (o)

DISTRIBUTION

On, Apr 369: Introduction of the list of reporting objects
geouping various 1ine objeets but still patterned on the standard
objsct atructure, Throughout the fiscal year 1965-70, i.e,
during the initial period of implementation of the Woods, Gerdon

Mr, J 'c.°E,'_' recommendations, posts abroad would tihus become familiar with

lavigne reporting objeots, their mubers, headings and contents, and would
use them in the preparation of monthly post accounts (new format).
Divisions at headquarters would still be able to identify expendi-
tures by standard and line objects, according to their needa for
control purposes,

(v} Ondpril 1, 1970: After consultation with posts abroad {which
should take place towards the end of 1969 or early in 1970)
revision of the distribution of line objects between reporting
cbjests to incorporate:

(1) changes which will be necessary to meet the requirements
of the nevw financisl management systems

{i1)  ochanges which the posts themselves may wish to be made}
{111) changes which may have been found desirable at headquarters
~ as a result of the study of financial returns (accounts,

budget reports, supplementary reports) during the initial
period of implementation,

/ eendd
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It is expected that these changes will affect
the grouping of line objects within each reporting
object rather than the structure )names and mumber
of the reporting objeets.

(c) On April 1, 1971+ After consultation and review with all
concerned (at the end of 1970 or beginning of 1971) intreduction
of the final list of reporiing objects.
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'RICTED
November 14, 1968.

The first meeting of the Working Committee for the
implementation of the Woods, Gordon recommendations was held on

November 8, 1968 in Mr, O!'Toole!s office,

by

The meeting was called to

The meeting was attended

L. O'Toole « in the chair
R. Gregson

D.B. Wilson

J « Sinelsir

B. Hax‘ren

L. Vail

, A.J. Matheson

L. Parent
C. I&Vi@le
WM, Agnes

(second half only)
Secretary

order at 10,40 hours.

5 of the ementation € X7 »
2e Mr, O'Toole indicated that the Implementation Committee
composed of'¢
Mr. J.K, Starnes ~ Assistant Under-Secretary (Administration)
Chairman .
Mr, T.H, Bennett « Director=-General, Finance & Administration
Branch,
My, F.M, Tovell - Director-General, Personnel Branch
Mr. M.N, Bow - Head, Disarmament Division
Mr, A, de W, Mathewson « Head, Central Planning Staff
Mr, B.,A, Keith - Head, Inspection Service
Mr, B, Dewar - Treasury Board Secretariat
Mr, L, O'Toole - Agsgigtent to Director-General,
Finance & Administration Branch.
Secretary
/ eee2
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met for the first time on October 31, 1968 and that it had adopted a number
of motions which affected the Working Committee. 1In particular, the
Implementation Committee

(a) approved the membership of the Working Committee as suggeated in
the Woods, Gordon Report in terms of the particular interest of
each member in the manner in which the recommendations of the
Report are implemented and in the outcome of the program, The
Tmplementation Commitiee suggested the inclusion of Mr, Agnes to
provide an input of practical financial mansgement experience in
{the field. The terms of reference of the Working Committee were
adopted as outlined in the Report. The Implementation Committee
stressed that the Working Committee should make every effort to
achieve speedy implementation of the finencial management recom
mendations and to bring to its attention any impediment which
might tend to delay the program;

(b) recognized that while much study, clarification and additional
work remalned to-be done, it was satisfied that the necessary
reviews and discussions about the project had been carried out
and had led to the approval of the Woods, Gordon recommendations
as feasible and desirable, The Implementation Committee noted
that a number of interested personnel had had, and perhaps still
had, reservations about details of the-recemmendations, or that
they had not grasped their full implication through lack of
imovledges

- {e) directed that close contact should be maintained during the
implementation program with all those interested and that details
and procedures be developed in eonsultation with all those who
vill be affected by them. The Implementation Committee further directed
that in ease of unresolved differences with line managers, the recom-
mendations of the Report should be re-examined in an effort to find
solutions -acceptable to all concerned., Idaison with the Treasury
Board Secreteriat, who has expressed some resefvations in a recent
letter, would be maintained by Mr. Bennett and Mr, O'Tooles

(d) approved the tentative implementation schedule and urged that the
Working Committee and all interested parties strive to meet the
target dates as set out in the memorandum of October 30, 1968
(attg.ched -to Agenda of Working Committee meeting of November 8,
1968).

3. mring the question period which followed, My, Matheson questioned
My, O'Toole about ‘the reservations of the Treasury Board Secretariat and asked
that the Board's letter be eirculated to interested officers for their informa~
ticn. c

be Mr, OtToole pointed out that following receipt of the Board'a
letter, which was in reply to the departmentsal submission about implementation
of the Woods, Gordon Report recommendations, meetings with Treasury Board
officers had taken place to clarify some of the points and to discuss the

/ cee3

000955



Document disclosed under the Access to Information Act -
Document divulgué en vertu de la Loi sur 'accés a I'information

‘3‘

Board's reservations. These reservations have to do primarily with the
implenmentation of fullescale program budgeting in the Department, with

the necessity for defining an activity structure, repwrting of performance,
etcs, and what effect these future decisions might have on the present
finaneial management proposals. Discussion on these points was continuing
and need not concern the Committee members at this time, ¥Mr. 0'Toole felt
that Mr., Bennett might want to advise the Committee later of the current
positions taken by the Department and the Board staff rather than circulating
the original Bosrd letter. In general, good progress had been made in these
exchanges and it was expected that differences would be resolved,

5e It was agreed that until these matters are cleared up divisions
should avoid being drawn into discussions of points of principle and policy
by Treasury Board officers who should be asked to direct their comments or
guestions to Mr, Bennett.

_Gordon Beport

6 Mr, Sinclaiy asked whether there had been any comments on the
Report since it had been circulated in the Department at home and at posts
abroad and whether it had been well received by heads of post and senior
officers in eres divisions, partiocularly regarding the new role assigned

40 them as mansgers.

7e Mr, OtToole noted that there had been very little respense so
far from posts sbroad even though comments had been invited, There was no
reason, however, to beliove that reaction might be unfavourable. The
second tour of posts undertaken by the study team had been for the purpose
of testing the basie proposals on heads of post and other officers abroad.
Many of the recommendations made in the Repart reflected the comments of
heads of post and of their officers about isolation, lack of coordinatien
and guldance, administrative delays and difficulties. The Woods, Gorden
Report had therefore proposed a new role for the area divisions shich would
be required to participate extensively in the Program Review and planning
discussions, Mr, 0'Toole pointed out that ares divislons may have been
afraid of the inereased administrative role and burden which previous
gtudies would have placed upon them, The Woods, Gordon Report was probably
more ascceptable as, in focusaing on the overriding importance of manpower
planning properly related to program advancement, it assigned a more satis-
factory staff planning role to ares divisions and specifically removed from
them administrative responsibilities which will continue to be centered in
administrative support divisions. It is understood that this aspproach made
the Report more acceptable to officers at the more senlor levels,

Ihe Working Schedule

8. My, O0'Toole then asked for comments on the proposed working
schedule as cutlined in his memorandum of October 30, 1968 to the :
Implementation Gommittes. The following points emerged during the dise /
cussion of the paragraph devoted to local staff:

/ 60.4
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No problem is anticipated regarding local staff, &.;mm
indicated that he expects the revision of regulations to go
forward during 1969 and that the changes will provide the

' necessary structure for delegation of authority by April 1,

1970,

It would not be possible to delegate to posts abroad Aby ﬁpri.l- 1,
1969 some of the authority now vested in the Deputy Head and for
which no further suthority is necessary. Mr, CGregson pointed

‘out, however, that . heads of post might be usefully reminded

of the extent of the authority they now have and urged to
exercise it,

However, the main discussion centered on financial reporting

and accounting. It was ggreed that:

(a)

(b)

o)

(a)

(e)

(£)

the formal introduction of the new post account format represented
an important first step forward which should be implemented by
April 1, 1969, This would permit experimenting with the new system
during the course of the next fiscal years

the new post account format should be developed immediately from
the one proposed in the Report; subjeet to modifications to be
submitied by interested parties;

Mre lavigne and Mr, Warren will also review the slates of reparting
objects ‘for posts abroad and for each spending division at heade
quarters, Mr, Waprren pointed out that reporting objects should be
structured as groupings of existing line objects to facilitate reporting
during the interim period when two systems of financiel reports will be
in use at headquarters;

the Supplementary Budget Report be used for experimenting and training
purposes during the introductory period in the next fiscal years

when the financial management program is fully implamented, it might
be sufficient to produce the Pudget Repatt quarterly beginning June 30
and monthly for the last three months of each fiscal years

the requirements of the Computer Division for the preparation of the
budgetary repart and other financial returns, which must be kmown to
the Office of the Comptroller of the Treasury before November 30,
1968, should be given as they are known now, subject to changes as
experiments develop next year and difficulties are ironed out.

Training Material

10.

¥r, 0'Toole indicated that a booklet outlining the background

and philosophy of the proposed financial mansgement system was in
preparation and that material for training seminar purposes would alsoc be
developed, Both the booklet and the seminar papers would be referred te
the Implementation Gommittee who wished to review them and to the Working
Committee for their information and comments,

/ «ee5000957



Document disclosed under the Access to Information Act -
Document divulgué en vertu de la Loi sur I'accés & f'informatio

Bext Meeting

1. It was agreed thai the next mesting would take place in
epproximately two weeks but that a firm date would be chosen later,

12, The meeting adjourned at 12,50 hours,

1

W. M. ACNES L) CTCCLE

[

Sseretary Chairman
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EXTERNAL AFFAIRS AFFAIRES EXTERIEURE
MEMORANDUM /)152
10 Mr. T. H. Be ' » Director-General » SECURITY l
A Finance Eﬁégzdministration Séeurité classified
rrom  Mr. Douglas R. Wilson, Head DATE November 7, 1968
De Property Management Division NUMBER
Numéro
REFERENCE UNN
Référence ], Finance Division letter November 1, 1968 s Py
2, C. Te 0. letter dated October 23, 1968 OTTAWA '
SUBJECT . §—1 =/
Sujet Deposit of revenue derived from basic shares oion
of rent 17T

iNCLOSURES

With regard to the referenced letter from Mr.
Matheson in whieh it is stated that the revenue received
DISTRIBUTION ’ from other Government departments occupying space in
chanceries should be credited to the consolidated revenue
funds as miscellaneous revenue, we thought it would be
useful to provide figures on rental shares in the current
and next yearl!s budget for your information.

2e The following tabulation indicates the total
rental budget, External Affairs share and that of other
departments., The rental share for other departments can
be broken down further if required.

. L Wafu/“!/ ﬂ'& <
Fiscal  Total Chancery 1/@7 'ﬁ;‘” Mother Depts. %
year rent External Affalrs share share .
68/69  $1,937,800 $1,472,000 $L165,000
69/70 2,461,550 1,780,700 683,850

Douglas Re. Wilson
Head
Property Management Division
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AFFAIRES EXTERIEURES

10 Eneloooificd
A T Unjof Tropsury UORLaor SECURTTY | | k
e Bovonbor Ty 1u68
FROA  Finones Division
pe ) NUM'BER
REFERENCE  Yguir iottow of Oetobor 23, 196l Numéro
eterence FILE DOSSIER
g ) »n gy ¥ OTTAWA
susiecT  ropopit of lovenss Lorivod fyon Zosic Zharon
- ﬂf ﬁ&ﬁt MISSION
ENCLOSURES
Annexes
Toonk you for your lottor oudor poforoncd polsting
DISTRIBUTION ot bhat tho Sosoptoont o procont pracbicd of doponiding b0

GdasE Bolntionp!
i Coopsmontdon

Latoricl
Tha ey oee 1\

Ext. 407D/Bil.

(Admin Services Div.)

tko ollotanes oppropriction Shie bunie oharos of Fomt dodusicd
fron Honde of Post fo fldo.nd.

24 £ agreo ot owr procoeb proctico do iFvopular ond
'C:‘.} propocs ta dheooatines 1% of tho ond of tho wuryont fiosold
yoor by tokirg who fellsving cotdon b roperd 80 oup 198970

350: 3 Faatvalet]

o)
©)

e}

a)

al

Incors oo Printopto Ploto § aftor Othor
Pesrnennol Conbo® tho vamdp (Pord Sosoveroblols

facopd oo Priatorts Ficlo £ oftey Hiontalo®
ths vopds {Port Socovoroblolp

Tronafop te Standnpd Obfout L fven Standard dbjood
5 oo cooud cguirolont $o $ho povorrs soeoiued
fran mofo of Poch odned our AS60e70 Dotdratos
s propared on Wb booto thot thio povones veald
bo ovadlchis ia Stoudord ioet 1)

Crodit Stopdord OBS00b $o Hcutolo, widh tho By e
rocived fron tho bapke pond chavos of Hocdo of
Poot cod £ven othor goworneiat doportoonts fop
cpoes ocgwnied 1o Choncoriong

Crodis Standnrd Chfoct 1 - Sthopr Forponnsld vatto,
vith i rovoney tocofecd froo the boaple chorop
of pont of al) ethop dopartoontol copleycdn
2ok socopying peivatoly-Icased o ZOVORNTONle
losesd pescoodntisn.

A. J. MATHESON
Flyrnes diviclion.
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10 Mr. B t, Director-General, secuiry  UNCLASSIFIED
A Financ d Administration Branch. Sécurité

DATE November 1, 1968.
FROM Finance Division

De NUMBER
Numéro

=
i

rererence C.T.0.'s letter to you of October 23, 1968.

Référence
FILE DOSSIER
. OTTAWA

sussect  Deposit of Revenue Derived from Basic Shares
Sujet of Rent. MISSION ‘

ENCLOSURES

Annexes

ooe You asked for my comments on the attached letter

from the CTO in which he pointed out that the Department's
present practice of depositing to the allowance appropriations
the basic shares of rent deducted from Heads of Post is illegal.
S.R.&C. Div. As you know, the rents paid by the Department for Chanceries
and Official Residences (which are not owned) are provided -
Materiel from Standard Object 5 - -Rental of Lands, Buildings and Works.
Management The revenue received from the Heads of Post occupying the :
Official Residences at present is credited to Standard Object 1 -

Other Personnel Costs, and the revenue received from other
government departments occupying space in the Chanceries is
credited to the Consolidated Revenue Fund as Miscellaneous
Revenue. -

DISTRIBUTION

2. For all other departmental employees abroad occupy-
ing privately-leased or government-leased accommodation, the
rents are paid from Standard Objeet 1 - Other Personnel Costs,
and the revenue received from the basic shares of rent deduc-
tions is credited to Other Personnel Costs. During 1967-68, the
amount credited to Standard Object 1 - Other Personnel Costs, for
basic shares of rent for both Heads of Post and other depart-
mental employees amounted to over $800,000. I am unable to

give you a precise figure on the revenue received from Heads

' of Post alone (this could be worked out if needed) but a

rough estimate for, say, 65 Heads of Post (12 months at

$200.00 a month) would amount to $156,000. .

3. If the practice of crediting to the Other Personnel
Costs appropriation the revenue received from Heads of Post

is to be changed, S.R. & C. Division's Estimates for 1969-70
will need to be supplemented by this amount. A possible
solution would be to credit the revenue received from Heads

_0.'2
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of Post to Standard Object 5 (from where rents for Official
Residences are paid) and a transfer made of an equivalent
amount to Other Personnel Costs. To make this vote-netting
legal, we should insert the phrase "Part recoverable"™ in
Estimates after 1 - Other Personnel Costs, and after.5 - Rental
of Lands, Buildings and Works. By inserting this phrase in
Estimates, we then would be entitled to deposit to Standard
Object 5 rents paid to us by other government departments for
space occupied in Chanceries which now is being credited to

the Consolidated Revenue Fund.

If you agree, I suggest we reply to the CTO agree-
ing that our present practice is irregular and that we
propose to discontinue it at the end of the current fiscal
year by taking the following action in regard to 1969-70 Esti-
mgtes:

a) Insert on Printer's Plate 2 after "Other Personnel
- Costs™ the words (Part Recoverable);

b) Inserﬁ on Printeris Plate 2 after *Rentals“ the words
. (Part Recoverable); _ ,

¢) Transfer to Standard Object 1 from Standard Object 5 an
- amount equivalent to the revenue received from Heads of
Post since our 1969-70 Estimates were prepared on the
basis that this revenue would be available in Standard
Object 1;

d) Credit Standard Object 5 - Rentals, with the revenue
- received from the basic rent shares of Heads of Post and
from other government departments for space occupied in
Chanceries;

e) Credit Standard Object 1 - Other Personnel Costs, with _

- the revenue received from the basic shares of rent of all

other departmental employees whether occupying privately-
leased or government-leased accommodation.
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OFFICE OF THE COMPTROLLER OF THE TREASURY
BUREAU DU CONTROLEUR DU TRESOR

CANADA

TREASURY OFFICE-EXTERNAL AFFAIRS-PRIVY COUNCIL-THE SENATE

DEPARTMENT OF FINANCE BUREAU DU TRESOR—AFF AIRES EXTI::RIEURES-CONSEIL PRIVI::-LE SENAT
MINISTERE DES FINANCES

YOUR FILE NO,.
VO TRE DOSSIER

OUR FILE NO.

Ott s Ontpar. ) NO TRE DOSSIER
Octzg:r 23, 1;28 X fyfv’: /V#ji /qvju ‘
[ }:/r : H-l

“l/
Mr. T.H. tt '
Director Geperal . cc: S.R. & C. Div.
Finance and Administration Branch _ Mat .Mgment Div,

Department of External Affairs
Room 301, Postal Station "B"
Ottawa, Ontario

Re: Heads of Posts - Charges for Accommodation

Under the present procedure, charges for accommodation have been
deducted monthly from the gross allowances of Heads of Posts and
credited back to the allowances allotmen'b‘.

As you are aware, the accommodatlons prov:.ded for Heads of Posts

are either Government owned or leased. I ¢¢o¥dingly, funds for the
operating expenses or rentals are provided in the. other applicable
allotments. ) ) (ﬂvaﬂé

Accordingly, it is suggested that the present v‘ote-netting practice JMVJ' W
"is illegal and accommodation charges being levied against Heads of 0’"' Ue ¥
Posts should be credited to revenue as are(other rental deductions ) { '
. L
As this will create additional charges to the departmental appropriation
in excess of the net allotment for Heads of Post allowances, you will
no doubt wish to.make appropriate provision in the 1969-70 estimates.

%@/%é

R.H. Matthews
Chief Treasury Officer
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Unclassified
Finance an inistration Branc '

DATE October 29, 1968
FROM D.B. Wilson, Staff Relations & Compensation Division  wymee

Numéro
REFERENCE
Référence FILE DOSSIER

. OTTAWA

SUBJECT Heads of Posts -~ Charges for Accommodation

Suvjet
ly MISSION

-

L
ENCLOSURES : M
Annexes %

I have received direct from the Chief Treasury Officer a copy
DISTRIBUTION of his letter to you dated October 23, in which he suggests that the
present vote-netting practice is illegal and should be credited to
revenue as are obher rental deductions. I should like to make a few
C.T.O. observations.

Mr. Tovell 2. First of all, I had understood that rent share deductions from
employees! salaries are credited to the Departmental Vote 02-0151 as a
"Mr. Matheson credit to offset charges for employee rents under 02-0150. I am therefore

not now clear in my mind about the point that Mr, Matthews is making.
Mr. England
3e Having said this, if his reasoning is that accommodations that
are either Government-owned or -leased should call for one particular

kind of bookkeeping treatment, I do not understand why this suggestion
should be limited to Heads of Post. Surely, in logic, it should apply

to all staff quarters that are Crown-owned or -leased. More than that,

I can see no logical distinction between Crown-leased and privately-leased
accommodation for purposes of this discussion about the proper crediting
of revenues,

Le . I acknowledge that there may be some very simple explanation of
all this that eludes me, but, while admitting to my simple-minded confusion,
I am bound to say that the timing of this suggestion itself presents me with
certain difficulties since it may now be too late for me to effect whatever
changes are desirable or necessary in the budget estimates for 1969-70. My
parthian shot is this: if something that we are doing now is illegal, has
it not been illegal for the past few decades, and is there some good reason
why this suggestion has not been made before now?

Dav1d Wllsoni

000964
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Working Committee for Finameial Management Implementation RESTR

20 gzcug[n
L., 'O‘TOQIB, curité
FROR Assistant to DirectorGeneral, DATE Roven 5, 1968
De Finance & Administration Branch, NUMBER '
REFERENCE Numéro
Référence
FILE . DOSSIER
Agenda for November 8, 10:30 a.m | | otTawa
il ’ " | G-/~
MISSION
' ~ /A
ENCLOSURES
Annexes
1 The formal agenda Por our kick-off meeting is quite simple,
I hope that it will allow us to have a wide-ranging discussion of the
DISTRIBUTION implementation program, We face a formidable task that will require major
Messrs: contributions of energy snd ingemuity from each of us. -
D.B. Wilson 2 On the other hand, I hope that most of the discussion
J. Sinclair will be positive - recognizing that the basic study has been done and the

A.J. Matheson
B, Warren

L. Vail

L. Parent

R. Gregson

W.M. Agnes

Ext. 407D/BIL

{Admin. Services Div.)

basic recommendations accepted. In their first meeting, the Implementation
Committee made this clear - while pointing out that reservations do exist
with regard to specific details of the proposals and instructing cur
Committee to resolve these as they srise during implementaticn.

3. Thus, we should plan to discuss
: '(a) the resulte of the Implementaition Committee meebing;
{b) our general workplan for implementat'ion and our de=
tailed work schedule and staffing plans for the
immediate fubure;
{e) frequency and format of Working Committee meetings,
Le In connection with item {b), I attach a paper for your
consideration, It was considered in a general way by the Tmplementation

Committee although they understood that it was only tentative and had not
yot been discussed or approved by the Working Committee,

L.J. O'TOOLE

L., OtToole,
Assistant to Director-General,
Finance & Administration Branch,
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EXTERNAL AFFAIRS AFFAIRES EXTERIEURES V.

Mr, J.K, Starnes
SECURITY

L.J. O'Toole, Séeurité
Agsistant to Birector-Genersl,

UNCLASSIFIED

3 DATE
;Rfﬂ ! Finance & Administration Branch, NUMBER
REFERENCE Implementation Committes for Financial Hanagement Nvméro
Référence ’ FILE DOSSIER
Minutes of Meeting, October 31, 1968 orTAawa
SUBJECT é — / — /
Sujet {
MISSION
[ —
ENCLOSUIRES

Annexes

- DISTRIBUTION

Ext. 407D/BiL

Gl

{Admin. Services Div.)

If you are satisfied that the attached is a fair record
of the proceedings, would you sign the original and return it to me
for distribution to the members.

LJ CTOCLE

L.Jd. 0'Toole,
Assistant to Director-General,
Finance & Administration Branch,
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LASSIFIED

November 4, 1968.

IMPLEMENTATION COMMITTIEE FOR FINANCIAL MANAGEMERY
Minutes of Meeting, October 31, 1968

Present s Mr, J. Starnes
Mr, M. Bow
MI‘. FM, Tovell

Mr, T.H. Bennett .
Mr. A, de W, Mathewson Meacl o} Coribod f’w

My, L. O'Toole

Membership

Mr. Keith, Head of the Ingspection Service, has agreed b
serve on the Committee but was unable to be in the city for
the meeting, Mr. Starnes is sndeavouring to select another
officer with program responsibilities whose experience would
be appropriate to the Committee's work and whose duties would
permit him £o become a member, There was some general dise
cugsion of what other potential members could contribute to
the Committeetls deliberations,

Motion Adopted? That Mr. D.B. Dewar of Treasury Board staff
be invited to become a member,

ent of etar

Motion Adopteds That Mr. L.J., O'Toole be the Secretary to
the Committee; that he should circulate
an agenda, together with appropriate
supporting material, to each member at
least 3 working days prior to each meeting;
that he should maintain a record of meetings
vhich would contain all formal motions adopted
by the Committee and any specific portions of discussions
that members request be placed on record,

[ vee2
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3. Committee Termg of Reference
Motion Adopted: That the members are generally satisfied
with the role described for this Committee
on page 149 (ff.) of the Woods Gordon report =

subject to fulure experience, the rate of progress
of implementation and the problems that develop.

Lo 4lternate Chairman
Motion Adopted: That Mr., T.H. Bemnett be the Alternate Chairman

and that he convene meetings as required and
othervise act in the sbsence of #r, Starnes.

5. Horking Committee

Motion Adopted: That a Working Cormitiee be formed as proposed
in the Woods Gordon report and that its member-
ship be:
Mre L. 0'Tocle - as Chalrman
Mr, D, Wilson = Staff Relations & Compensation Div,
Mr, i. Sinelair = Personnel Planning & Development Div,
‘Mr. A.J, Matheson « Finance Div.
Mr. B, Warren = Finance Div,
Mr, L. Vail - Materiel Management Div,
Mr, L, Parent - 0, &M, Unit

Mr. R. Gregson Senior Auditor

Mr. WM, Agnes
or alternate -~ as Secrelary

Motion Adopted:s That the Working Committeels terms of reference
be as described for it on page 154 (£f.) of the
Woods Gordon report subjeect, however, to futurs
specific instructions from this Committee; that
the Working Committee is instructed to make every
effort to achieve speedy implementation of the
new system of financial management and to bring
to the attention of this Committee any impediments
which are found to exist, or which arise later,
that would tend to materially delay implementation,

/ esel
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6. Review of the Woods Gordon Recommendstions
Motion Adopted: (a) That the Committee is satisficd that the
reviews and discussions that led to approval
in principle by the Under«Secretary resulted
in a consensus among interested departmental
officials that the proposed financial manage-
ment system is generally feasible and degirable,

(b) That, notwithstanding this general agreement,
there are many officisls who have reservations
ebout various details of the proposed system
and many who have not fully appreciated the
implications of implementing such a system.

(¢) That the Working Committes should proceed to

‘ develop detailed procedural recommendations
for the proposed system but always in
congultation with officisls who are affected,
and where serious reservations exist on a
point, to re-sxamine the consultants!
recommendation or refer it to this Committee,

(d) That the Working Committee is instructed to
develop a comprehensive program of training
and indoctrination so that the genior and
middic managemend at headquarters, the Heads
of Post and sll administrative officers will
be given e clear understending of the proposals,
of the implementation plans, and of the changes
that are implied in their individual responsi-
bilities,

(e} That the reservations of Treasury Bosrd staff
. are noted and Messrs., Bennett and 0'Toole are .

asked to liaise with the Board staff to clarify
certain points in the recommendations, to ex-
plain more fully the Department!s position and
to geek the Board's cooperation in the speedy
“implementation of some matually satisfactory
version of these recommendationss

7. Jmplementation Scheduling

Motion Adopted: That the Committee is in agreement with the plan
‘ of work as outlined in the agenda attachments;
that it urgently requests the Working Committiee
to strive to meet the larget dates suggested for
the training and mechanical aspects} and that it
hopes for an early beginning on the delegation of
gspending authority te posts abroad.

/ coody
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8. Muture Meeiings

Motion Adopted: That, unless earlier meetings are reqi.ﬁ.red., |
Hotdon P the éommittee will meet on the following schedule:

Thursday, November 28
Thursday, Januwary &4
Thursday, February 21

Secretary _ Chairman
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I Implementation Committee for Financial Management ) MBR
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Référence

, , FILE DOSSIER
Agenda for Meeling, October 31st. OTTAWA
SUBJECT -/~ /
Svjet £
MISSION
L2
ENCLOSURES
Annexas 1., Appointment of g Secretary
1

The Woods Gordon report suggested that an appropriate Secretary

DISTRIBUTION to this Committee might be the Assistant to the Director-General,
Finance and Administration, The Secretary would, of course, be
responsible for circulating the meeting agenda prior to each meeting
and for keeping a record of the deliberations of the Committee, This
record might contain a deseription of all of the main positions that
are discussed on each lssue or it might simply reflect the formal
motions that were adopted on each issue,

Proposed: That Mr. L.J. O'Toole be designated as Secretary to this
Committee,

Proposed: That Mr, 0'Toole circulate an agenda, together with any
appropriate supporting material, to each member of the
Comnittee a few days prior to meetings. That the record
of meetings contain only the formal motions sdopted by
the Committee except where a member specifically requests
that some portion of a discussion be placed on record.

2, Committee Termg of Reference

- Page 149 of the HWoods Gordon repart outlines a role for this
Committeo., The members may feel that this description is generally
satisfactory as a terms of reference or that the Committee could
appropriately play a larger or smaller part or even a quite
different part in the implementation process.

Proposed: That the Committee is satisfled with the role deseribed
for it in the Woods Gordon report.

J cee2
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It may be considered that the forward movement of the
implementation program could be impeded if meetings were to
be delayed or cancelled due to the absence of the Chairman
or other members. Moreover, specific issues might arise in
the course of implementation which require attention by this
Committee on short notice, In the circumstances, it might
be considered advisable to designate an Alternste Chairman
to act in the absence of Mr. Starnes and possibly also
alternate members who could attend in the absence of the
regulay members,

Proposed: That Mr, T.H. Bennett be designated as Alternate
Chairman to convene meetings and otherwise sct in
the gbgence of Mr. Starnes.

On page 147 of the Woods Gordon report there is a proposal
for a working sub-commitiee and its suggested membership. The
role of the Working Committee, ss envisaged by the consultants,
is described starting on page 154.

Proposed: That a Working Committee now be formed with the
following members:

Mr. L, 0?'3?(_‘;63:8 « a5 Chalrman
Mr, D, Wilson ~ Staff Relations & Compensation Division
Mr., J. Sinclair - Personnel manning & Development Division
Mr, A.J, Matheson - Finance Division |
Mr, B, Warren ~ Finance Division
Mr, L, Vail - Materiel Management Division
Mr. L, Parent = O, &M, Unit
Mr. R, Gregson'v - Senior Auditor

Proposed: That the Working Committee be instructed to proceed on
the lines described for it in the Woods Gordon report
subject,; however, to specific instructions that may be
given by this Committee at any time. The Working
Conmittee is instructed to make every effort to achieve
speedy implementation of the new system of financial
management and to bring to the attention of this Committee

eny serious impediments which are found to exist or which
mey later arise that would tend ¢o delay implementation,

/ eee3
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5. aview of the Wo on_Recommend

The first three steps that should be taken by the Implementation
Committee are described in the Woods Gordon report as follows:

(1) Reviewing the proposed plan &s a whole to arrive at a consensus
as to its general feasibility and desirability and to debermine
whether any serious reservations exist on the part of individual
officials of the Depariment or the Central Agencies,

(2) BReviewing with the Director~General of each administrative
support branch and with each Assistant Under-Secretary the
recommendations that affect his ares of responsibllity and
any problems that are likely to be encountered in implementing
them.

(3) Recommending to ths Under-Secretary the acceptance or otherwise
of the proposed plan and any major deviastions from the ‘
. recommendations contained in the report.

Since last May, the repart has been widely circulated in
the Department and to the Central Agencies, If has been given formsl
acceptance in prineiple by the Under—Secretary and has been generally
agreed to by Treagury Board staff, A letter confirming this is
expected momentarily from the Board. It should be considered whether
there is any need for further consultations at this point with
departmental officials outside this Committee. The alternative is to
proceed with implementation and, as specific procedures are developed,
to discuss them with any officials who would be affected.

Proposed: That the Committee express its satisfaction that

(a) there has been sufficient consultation and dise
cugsion in the Department on the general outiine
of the proposed financial management system and
that all officials having an interest are in
general agreement with 1t;

(b) there are no major elements of the proposed system
that need to be re-examined or that require
additional study at this points

(¢) that the Working Committee should develop detailed
procedural recommendations for the proposed system
but always in consultation with officials who are
affected and that thie Committee should be informed
whenever seriously conflicting views develop.

/ -ué

000973



6o

7

Document disciosed under the Access to Information Act -
Document divulgué en vertu de la Loi sur Faccés & l'informatio

- -

Implementation Scheduline

In a paper which is appended to this agenda, Mr. O'Toole has
outlined the work to be undertaken in the next few months and
gome torget dates., It is emphasized that this outline is
tentative since it has not yet been discussed and approved in
the Working Committee,

Proposed: That this Committee is in agreement with the plan
of work as outlined in the attached paper;y that
it urgently requests the Working Commitiee to
strive to meet the target dates suggested; that
it is particularly anxious that posts abrosd

. should be delegated spending authority on as
broad a front as possible at April lst 1969,

e of Hee
The tentative work plen agreed upon suggeéts that, if it

is to adequately monitor progress, this Committee should meet
at least monthly for the coming peried,

- Propoged: Thet the Committee agrees on the following schedule

of meebings:

Thursday, November 28
% January 4
n February 1

That meeting dates beyond PFebruary lst will be
decided on the basis of progress to thet time, -

L.J OTCOLE

L.J. 0'Toole
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MEMORANDUM:
. Tmplementation Committee for Financial Management oy RESTRICTED
A .
Sécurité
October 30, 1968
FROM L.J. O *Toole DATE ’
De NUMBER
REFERENCE Numéro
Référence
T FiLE DOSSIER
SUBIECT Preliminary Work FPlan pre——
Sujet
MISSION
ENCLOSURES
Annexes While it is hoped that the individual divisions will play a

leading role in defining the changes for which they are responsible and in
structuring the emergent systems, it is recognized that the Working Committee
DISTRIBUTION mst back them up with advice, with coordination end, in some cases, with
staff resources, This memorandum first describes the staffing cutlook, then
the areas where work is to be initiated.

Staff

2e In addition to Mr, 0'Toole, the Finance and Administration
Braneh will have the assistance of the Area Comptrollers designate. Mr.
Agnes and Mr. lavigne are on duty nmow. It is hoped that a third Area
Comptroller will be appointed early in the new year and a fourth as soon

as possible thereafter. All four will be engaged full-time in implementation
work plus, in six months or so, the initial opsrating duties proper to an

Arez Comptroller. Mr. Agnes will stand down in January to head a survey
team to Abidjan and perhaps twice mare in 1969 in connection with other

new posis.
3. Further full-time participants are being supplied by 0.& M,
Unit, Mr. Clayton is availeble now and Mr, Simpson can be freed up early
in December. ’
bee Staff availability, other than Mr, 0'Toole, can be forecast
as follows:

Rovember 3

Dacenber F A

Jamary 3

February 5

March 6

/ vael
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5. Mr, Wilson of Staff Relations and Compensation Division
attended a kick-off meeting on October 29 of a T.B., Gommittee on the
revision of locally-engaged staff regulations. The decentrzlization
of management authority that we contemplate hinges on a revision of
these regulations to permit it. Mr. Clark of Treasury Board made it
clear that the new committee will not get down to work until March 1.
It therefore appears that any real change in our pattern of delegation
cannot occur before April, 1970 Mpr, Wilson has indicated that the
development of new procedures, etc, in preparation for the change can
be handled by the present staff of his Division,

Agcountine and Reporting

6. It is felt that a great many benefits would accrue if
we could implement on April 1, 1963, the new format of post accounting
and coding, the telexed post account and those portions, at least, of
the Budget Report geries that relate to post expenses,

7. Budget Reports for headquarters responsibility centres
could be introduced piscemesl during the year, if necessary, and the
programming completed to permit the various levels of consolidated
Budget Reports which are to serve top management needs,

8. In keeping with this priority, Mr. lavigne will devote
himgelf full-time to projects in this area, We hope to have considerable
participation by Finance Division and, in particular, by Mr, Warren,

0.& M, Unit and Production Services will be aasked to help with forms
design, Telecommunications Division with telex reporting routines.

We must rely heavily too on the Data Processing Pivision of the
Comptroller of the Treasury regarding programming to produce Budget
Reports., The Chief Treasury Officer is ready to advise on accounting
requirements and to assist where possible,

9, Hopefully, the 1969-70 fiscal year will provide a dry run
of mogt of the accounting and reporting systems sc that they can be de-
bugged and fully operational by April.1l, 1970,

erie opert

10, This is probably the area where the heaviest burden of
preparatory work must be done to permit meaningful delegation of authority.
In some aspects, the lead time may be as long as three years, However, it
is considered important, for this if for no other reason, to get started
on this work as quickly as possible. It is therefore proposed that Mr.
Clayton of the 0.& M., Unit should be made available to Mr. Vail at once
and that he should be joined by Mr, Simpson, also of 0.& M. Unit, in

early December,

/ ved3
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11. I am hopeful that guidelines may be developed sufficiently
by April 1 to permit delegation to the posts of substantisl authority in
the area of repairs and upkeep. Policles and guidelines related to
capital acquisitions and major renovation pmjecta will take much longer
to develop.

raind teric

12, Mr, Agnes has begun work on a resumé of the Woods Gordon
report, This is visualized as a 25-40 page booklet which would be widely
circulated in the Department and which, in contrast to the report itself,
should be required reading for all recipients ~ laying the foundation for
their later seminar participation.

13, Immediately the booklet is put to press, Mr, Agnes will
begin to develop the seminar material -~ which may utilize the same
framework as the booklet - fleshed out with detalls, examples, problems
for discussion and with draft versions of the new forms ‘being develc:ped.

14, ~ These projects are regarded as vitally important from a
training standpoint as well as for fpublic relations®, I will be working
closely with Mr. Agnes throughout and helping with the drafiing as much
as possible. We also hope to have the help of Training Section in the
pregentational aspects,

15. Our tentative schedule ¢alls for the booklet to be in the
printer's hands by November 22 with distribution-to begin December 2.

By December 6 we would like to have all seminar material identified,
agsembled and passed to Training Section to be placed in proper form,

The material should be ready in time to hold a first seminar in Ottawa
starting Jamuery 13. Necessary modifications would be made and the first
geries of seminars abroad ghould start sbout January 31.

16, Some eleven or twelve seminars abroad will involve all
posts and should be conducted by two-man teams from Ottawa in the courae
of four three-week tours., At present, we visualize a four~day seminar -
the first day to include Heads of Post or other senijor FSO's, the remain-
ing three days to include administrative officers only,

17, I will be contacting the Heads of Ares Divisions in the
hope that they will accompany us as often as possible as the second
member of the team,

ogram Res i timates

18, Program Review submissions are to be called probably before
the yearend and it is agreed that further changes are needed in their format
and in the review procedures. I will be assisting in the study of required
changes durling November. By PFebruary, Ares Divisions should be getting
started on first stage reviews of post submissions and members of owr group
will get involved and provide support analogous to what Area Comptrollers
will provide in the future,

/ seh
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19, Estimates format and the routine of preparation,
particularly at posts, must be made more rigorous if it is to form
an adequate basis for decentralized control. Revisions must be in
place before the estimates call next June. In fact, the main lines
of these revisions must be finalized before the seminars begin 86
that staff can be instructed in the new routine,

20, Mr, Agnes has a wealth of experience in *bhis ares and
it 1s hoped that he will be free for several weeks in December to »
block cut the main lines of & format end procedure, I would undertake
to complete these projects with the cooperation of Finsnce Division
during January,

A When submissions from posts are received next July, the
four Area Comptrollers will be relieved of most other duties in order
to undertake their full role in coordinating the review of this porfion
of the estimates,

tion of Tentative Te:

224 Rovember 22 « Draft Financial Mansgement bocklet bo printer.
December 2 - Booklet printed.
~ Program Review format and procedure completed,
December 27 - Pirst paste-up of seminer material approved,
« Estimates format blocked out. |
Janusry 13 -~ First seminar in Ottawa.
Fetruary 3 - First seminar abroad.
February 28 -~ Repair and ﬁpkeep guidelines developed.
‘- Begin preparation of instructions to posts
for decentralized control.,

« Accounting and coding manuals first drafts
ready for review.

April 1/69 ~ Posts begin nev accounting snd coding routine
and telexing of accounts.

-~ New authorities announced for repair and upkeep
expenditures.

~ Computer Division of Comptroller of the Treasury

begins recording all datas for dual reporting
formats,

/ .vﬂﬂﬂs
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August 1 = Ares Comptréllers begin Es-’aimateg review.

é.pril 1, .
1970 - Full eccounting and reporting system operational.

-~ Fyll delegation of authority except for specific
areas such as acquisition of certain capital
items,

L.J. OTOOLE

L.J. 0'Toole
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Annexes

DISTRIBUTION

Ext. 407D/Bil.

{Admin. Services Div.)

Inventory Conversion (internal memo, 0.& M. Unit, June 6, 1968).

There has been some feeling expressed both by the Division.
and by 0.& M. Unit that inventory conversion is an integral part of
financial implementation end that the latter may be impeded by the
conversion progran, From what I understand of it, there is no such
necessary connectbion between the two., The inventory considerations
that are important for financisl mansgement are that each post should
have adequate inventory records and that there be a routine for placing
on invenbtory any local purchases of & capital nature, Therefore; it is
my opinion that any staffing problems or delays that are encountered in
the inventory conversion program should not be allowed to affect
finaneial implementation,

Instructions for Post Operation (U.S.A. Division to T.H., Bennett, May 27, 1968).

2. The suggestion that this Branch should provide a section for this
manual on post administration is definitely premsture. The section should be
accurate and comprehensive if it is dons at all and, of course, the
implementation program would make the instructions obsolete within 18 months,
e should suggest to U.S.&, Division that they publish the marmusl with an
administration section to follow,

Repatriation of Distressed Canadians (Historical Division to Mr, Gotlieb,
September 11, 1968).

3. I agssume this memo was brought to my attention because of the
possibility that repatriation expenditures might be largely delegated to
heads of post. The implication would be that post budgets should contain
this jtem, However, would I be wrong in thinking that an individual post
would have extreme difficulty in estimating its reguirements for this
purpose in contrast to the Department as a whole, which has the protection
of the law of averages. If this is the case, I would suggest that this
item would not become part of a post budgelt., It would continue %o be
estimated for the Department as a whole and the freedom of action suggested
for heads of post be accomplished by other means, If you feel that this
approach is wrong, I will consult Consular Division before we proceed to
design budget forms.

/ esel
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o {(Your memo to Messrs. Tovell and
Matheson, October 3, 1968).

e While 1t seems from our conversstions that the original
intent to run a pilot project for 1969-70 that would include substantial
delegation is not possible, I for one believe that there would be
substantial benefits from the simple fact of merging the post accounting,
In one senss, we should think of this project separately from financial
implementation, However, if it were to provd,feasibility of common
latters of credit, common bank accounts, common post accounts, and a
single financisl authority, then it would have laid the foundation for
much more extensive interdepartmental cooperation in the future, The
financial implementation, on the other hand, will enable the Department
of External Affairs to some day offer a quite efficient and effective
edministrative machine for the service of all departments abroad. I
think we should follow up this pillot project and have it implemeunted on
as broad a base as possible noxt April 1,

Report to Tressury Board on Consultants (T.B. to all Deputy Heads,

5e This memo does not really describe the nature of the report
that is desired, If you wish me to draft a report, I will do so, If

you intend to draft it yourself, the only suggestion I would have concerns
the working relationships between government employees and consullants,
when the former are working full-time on a study. Some thought might be
given to ways of improving the opportunity for learning that is implied
when such employees are given these assignments, Naturally, any measures
taken for this purpose would have to be designed so that they do not
compromige either the consultant!s profit position or his ultimate
responsibility for the recommendations.

L.J. C'TOOLE

L.Js 0'Toole
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L.J. 0'Toole DATE October 23’ 1968
FROM
be NUMBER
REFERENCE Numéro
Référence
e Implementation Scheduling oTTAwA RossiER
Sujet . 5 —— / _
MISSION
/
iNCLOSURES
I have arrived at some tentative work plans for the next couple
of months which are set out below for your information and corment., For
DISTRBUTION Messrs. Agnes and lavigne this will confirm our discussion of October 22.
Hr, Agnes 2. The bulk of the workload in preparing for implementation of
the Woods, Gordon & Company recommendations falls into the following
Hr, Lavigne packagesas

Ext. 407D/8iL

(dmm. Services Div.)

Training Seminars:

Finance Division: including all of the forms and procedures
for accounting and reportmg, telex, transmissions, coding,
ate.

Hateriel Hanogement Diviéion: including scales of issue,
catelogues, economic lifetimes, local procurements, ete,

Personnel Branch: consisting mainly of laying the ground-
work for decentralized management and control of locally-
engaged staff costs.

Locally- Staff

3. ‘ PBased on our discussion of October 21 with Mr, Wilson of
S.R, & C, Division, it appears that the Division anticipates being
able to complete the arrangements for locally-engaged staff with its
own resources by April 1, 1969 - assuming revision of the regulations
by that time,

Materi

4e Since Mr. Agnes will stand down in January to complete another
assignment, it mskes sense for him to undertske projects which can be
brought to some kind of completion before that, Beginning at once,
therefore, he will develop a resumé of the Woods, Gordon report. This is
visualized as a 2540 page booklet which would be widely circulated in
the Department and which, in conirast to the report itself, would be

/ soe?
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required reading for sll reeipients - laying the foundation for their
later seminar participation., Immediately the booklet is put to press,
Mr. Agnes will begin to develop the seminar material using the seme
framework as the booklet - fleshed out with detail, with examplas,
problems for discussion, and with more or less fmal vers:.ons of the
new forms being developed.

5 These projects are regarded as vitelly important from a
training standpoint as well as for "public relationsf, I will be
working closely with Mr. Agnes throughout and helping with the drafting
to the extent possible., We also hope to have the help of the Training
Section in the presentational aspects. A tentative schedule would be:

November 15: First draft of booklet completed.

November 22: Final drafts worked out with Training Section
- and gent to printer.

November 29: General format and content of the seminar
agreed upon vith Training Section,

December 2: Begin distribution of booklet to posts and
HQ. divigions,

December 6: All material to be included in seminar is
identified, assembled, and passed to
Training Secetlon who will prepare the
-seminar itself,

December 27: First paste-ups of the seminar material reviewed.
January 13: First seminar in Ottawa.
Janusry 27. or February 3: First seminar abroad.

6. There could be a very useful modification of the above program
on vhich I would appreciate your views. By November 29, the booklet would be
printed and the seminar material blocked out. A pilot seminar might then be
arranged for the first or second week of December. If a small group of posts
were included in such a project the feedback would be most helpful for the
final stage of pulling together the seminar meterial,

Rinance Division
7o There would be immense benefits gained if we could implement

on April 1, 1969, the new post accounting and coding, the tolexed post
accounts and major portions of the Budget Report series. The preparation
work for this must be given equal priority with tra‘ining. Therefore, Mr.
Iavigne will be devoting himself full time to projects in this area, We
hope to have considerable participation by Finance Division staff and, in
particular, by Mr. Warren, This will be supplemented by assistance from
the O, & M, Unit and"from Production Services on forms design, from

/ ._. 03
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Telecommunications Division on telex reporting routine and from the
Date Processing Division of the Compiroller of the Treasury regarding
report production. If it 1s absolutely necessary in order to get the
work done on schedule, Mr, Clayton of 0., & M, Unit might assist as
wvell in the early stages.

84 While we cannot expect the completion of any substantial

revisions here as early as April 1, 1969, I do consider it important

to get started on this work as quickly as possible. If he is not
required in the Finance area, Mr. Clayton would begin at once and

would be joined by Mr. Simpson, also of 0. & M. Unit, in early December.

] I have asked Mr., Glayton to prepare & memorandum commenting
on the effects of the Woods, Gordon proposals on the Materiel Management
Division in the light of the previous studies done by the 0. & M. Unit,
I should have this by Thursday morning, October 24. I would like you
to review it efter which I would give it to Mr, Vail to form the basis
of a meeting between the three of us on Monday, Uctober 28, either be-
fore or after the Branch meeting that is scheduled,

10, Program Review submissions are 1o be called probably before
the yearend and it is agreed that further changes are needed in their
format and in the review procedures. During the next three to four
weeks I will be devoting considerabie time to this and I would hope that
agreement can be reached by mid-Novemberd

i1, Estimates format and the routine of preperstion, particularly
at the posts, must be made more rigorous if it 1s to form an adeguate
basis for decentraliszed control, Revisions must be in place before the
call for 1970-71 estimates. In fact, the main lines of thegse revisions
mst be finalized before the seminars begin so that staff can be in-
strueted in the new routine, Mr. Agnes, in the light of his experience,
should have a major input to this exerecise and in the period from
December 6, when he finishes work on the booklet, to December 31, will
work with Finance Division to bloek out the main lines of the format

and procedure. '

12, In Ottawa we can proceed on the assumption that no further
out~postings will occur until May-June., By say April 15, we should plan
to have completed seminars with all potentiel heads of post and two
I.C.'s to be posted in 1969 ard ditto for administrative officers. If
this totals say 250 people, we would be faced with some- 25 sessions of
10 participents each. If Personnel Branch is prepered to designate those
who will be posted in 1969, the requirement would be reduced by aboub
twoethirds, I will discuss this with Mr, Tovell.

/ eoed
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13. If wve plan tentatively on 15 seminar sessions abroad and
plan on doing 3 sessions per three week tour, the cutlook is for 5
tours. Participants on the financial management side could include
you and me, Mr. Warren and perhaps Mr. 4gnes, Generally speaking, it
will not be desirable to have any two absent from Ottaws simultaneously.
Scheduled back-to~back, the indicated time requirement is therefore 15
weeks. Allowing for schedule conflicts with other tours, etc., say 20
weeks - which would take us throuvgh to June 13, This timing is not
intolerable -~ we could have the last few posts delay introduction of
new routines until June 30, But, it is worth considering whether the
process should be shortened by some simultaneous tours and/or by
bringing U.S. posts to Ottawa at some point. o '

nt Committes

V9 . As soon as possible after Mr, Starnes! return, we should
ask him to convene the first meeting of the Implementation Gommittee.
The guts of the agenda would be the considerastion and approval of an
implementation work plan and timetable, the designation of the working
committee membership and the adoption of ground rules for both
committees on frequency of meetings,; reporting, ete. I will supply a
draft of an implementation workplan, somewhat on the lines of this one,

which Mr, Starnes might supply to Committee members prior to the meeting.

154 I would plan, if designated as Chairmsn, to convene the
working committee as quickly as possible afber it is formed., 2

16, . I solicit your comments and suggestions.

L. O'TOOLE

L.J. 0'Toole
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EXTERNAL AFFAIRS AFFAIRES EXTERIEURES

HEMORA Hiruris
}0 §§CURITY
curité . -
FROM v
De 3 NUM’BER
REFERENCE Numéro
Référence
FiL.
Hiscellaneous Correspondence OTTEAWA — SOSSIER
s 3-1-/
. MISSION .
ENCLOSURES c _
Amexes Kickback Scheme on CADG Disposels € 5-3-7
Mr, Vail's reservations on this scheme concern his ability
DISTRIBUTION to fend off requests from posts for equipment ®trade-ing%., The post may

argue that the recovery value of the old item helps justify the new
purchase. I suggest that under the new scheme of things this kind of
request would not come to Mr. Vall anyhow. MWHoreover, the whole question
should becoms academic with the institution of "lifetime" rules and
%ropair vs. replace® formulae., Based on these two considerations, 1
believe the Department should give full support to this concept.

Commissary Operations Abroad {New Delhi Audit Report)

24 The question that strikes me immediately is « why does the
Department involve itself at all even to the extent of msking an audit”
Does the Department want the responsibility, for example, of under=-
writing polential operating losses, devaluntiers/ etc.? I doubt it!
This being the case, do we not create the implication of responsibility
by carrying oul audits suggesting betier procedures, ste,

/oud
3. Perhaps what is in order is sa-ellewed and unmistakeable
disclaimer by the Depzrtment of all responsibility for such operations,
In a helpful vein this night be followed by a move to encourage the
publication of & handbook on commissary operating practices by some
outside organization, such as the Foreign Service Union., Assistance
in its preparation might be rendered by Inspection Service and/or
Finance Division,

Follow-up of Inspection Service Reports

be This has been brought to mind by Mr. Vallls memorandum
of October 16 to his Section Heads., I think we should nip in the bud
any trend that may be formed to burden the administrative divisions

/ eee?
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with audit follow-up responsibilities.

5¢ Audits are 2 report to a senior manager on the operation
of a field unit for which he is responsible, The report should form the
basis for action by the senior line mansger to bring the unit's operations
back into line in areas where they were found to be out of line, X am
well aware that in this Department at present, the typical inspection
report often seems to be more a report on the operations of headquarters
divisions than of the field unit concerned. For the ghort-term future,
this will continue to be appropriate and very helpful - but surely not

for the indefinite future.

6. Moanwhile, the shortcomings of headquarters divisions
revesled inZk@veports are likely to be cured only through changes

in policies, procedures, organization, etc. - changes that in my opinion
are best pursued at the levels and through the channels that are authorized
to deal with them, and this rarely would include divisional personnel be-
low the Head.

e Specific items of concern at the time of the inspection
visit would seem to be incidental to the report. It is unlikely that
they will be resolved any fagter through the medium of a report published
six months laterjand where they are used in the report they would be
examples to justify some proposal for improved policy or procedure,

As such, their inclusion in the report should place no onus on any
division to research and justify each case,

3. On the other hand, the inspector will often want to help
directly to expedite some matter of immediate concern. It seems to me

that he should do so on a person-to~person basis immediately upon his
return to Gltawa and essentially outside of his role as inspector,

L.J. 0'Toole
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EXTERNAL AFFAIRS AFFAIRES EXTERIEURES A

o | lir. L.J. 0'Tosle UNCIASSIFIED
A Pl
3.C.E. lavigne DATE October 17, 1968
FROM
De NUMBER
Numéro -l
rerzionce S Y
- FiLE ., DOSSIER
SUBJECT oTTAWA p WA C[ A~
Sujet IMPREMENVT AT or/ ﬁ?ac—?&&a?
MISSION
ENCLOSURES
Annexes
At our brief meecting Tuesday morning {15th) with Wilf, it was
suggested that the assigument of respective areas would probably be delayed
DISTRIBUTION untﬁ.l after the implementatiocn,
Ze When reviewing this morning the Deparimental Program Review for
Mr, Y. Agnes 1968/69, 1 realized §¥@t the possible ultimate gain of concentrating Vextra

Ext. 407D/BIl.

. Services Div.)

eurricular® studies to a gpecific arez for the following reasons:
{a) Program Review.

Become thoroughly familisr with grea long range proposals, as
opposed to getting a Benersl over view of the whole departmental
program,

{b} Reseorch.

Availsble time could be devoted to the reviewing of inspection
reports; monthly printouts to become familiar with spending
trends; obther reading of files, documents, even publications
of a sociow-sconomic-geographic nature for that specific area.

(c) Identity.

Thiz would set the stage to at least mest and identify with
Hends of Post, Administrative Officers, and accounting clerks
proceeding to posts in our designated areas.

Similar arrangements could be made for persons now at posis
end coming to Ottaws for ome reason or another. Interview
with employees returning from abwosd., Personnel Branch could
arrange this without too much difficulty, I would expect.

This might also give rise to the establishment of some form of
relationship with substantive divisions locally.

S eee2
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3. In the months ahead, the Area Comptrollers (at least
those on staff) could become thoroughly indoctrinated not only in
essential generalities but useful specifics. A pattern would have
peen established for others joining later. Coming from outside the

Departrent, area concentration would be particularly useful to me

in order to obtain the greater amount of reguired knowledge of an

. area as opposed to a general acquaintence with all areas, and be

that much more fuseful® to my area when the "oods Gordon® proposal
becomes fully operational,

be For your comments pleage.

J.C.E. I.E.Vig]ﬁ
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EXTERNAL AFFAIRS AFFAIRES EXTERIEURES

HEMORAITDUT:L:
&ir. A.S.5, Simard, it
O/USSEA., -
10 / score  UNCLASSIFIED
T.E' Bemtt » curité: '
HROR Director-~Genoral, DATE October 9, 1968
De Pinance & Administration Branch. NUMBER
REFERENCE ) Numéro
Référence
: . ) FILE DOSSIER
SUBJECT Draft Fotes for a Speech by the Under-Sccretary oTTAwWA Ve
Sujet ) la / - /
MISSION
e
ENCLOSURES
Annexes .
1 As requested, I have reviewed the proposcd speech on the

administration of the Department, which I am returning herewith., You
asked me specifically to look at pages 7 and 8, which I have done, I
would suggest that, in place of the paragraphs on pages 7 and 8 beginning
#1 would like® and ending with the second peragraph on page 9 ... Tew
organization is contiming®, the following paragraphs be inserted.

DISTRIBUTION

#The first step token by the Department after the publieation
of the Glassco Commission report was in 1963 when the firm of Urwick,
Currie, Hanagement Consultanits, was engaged and asked to review our
policies and procedures in such areas as Personnel Management,
Materiel and Property Management, Records, etec. In their final
report the consultants made many recommondations, virtually all of
vwhich have now been fully implemented,

The steady growth in the size and complexity of departmental
operations made it increasingly apparent that the organization of the
Department, which had been adequate 20 years ago, was no longer suited
to our needs. Accordingly, in 1966 the Public Service Commission was
invited to undertake a study of our organization., Their repart noted
that the workload imposed on officers at senlor levels in the Department
was much too great. The span of control and demands on the time of
Assistent Under«Secretaries were found to be so broad that they were
simply unable to provide all our divisions with sufficient policy
direction, The report recommonded, among other things, the introe
duction of a new level of mansgement botween the Assistant Under-
Secretaries and the divisions - a level comparable to the Branch
structure common in other departments. This recommendation is being
implemented gradually as time and resources permit., We have, for
cxample, recently combined some 10 administrative divisions, which
previously reported to one Assistant Under~Secrotary, into three
separate branches each headed by a Direetor-Genecral.

/ 0'.'2
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_ "The introduction by the Covermment of new policims in the
field of financial management also led the Department to seek the
agsistance last winter of further help from outside management
eonsultants, Woods, Gordon and Company were engaged to help us
develop s system of responsibility accounting suited to the
peculiar needs of a rotational foreign service. Their report has
beer received and is now being implemented. The implementation
of their recommendations will provide the Department with procedures
whereby our Heads of Post can be delegated greatly increased authority
for the finanecial administration of their missions,

"Finally, we have recently borrowed the services of an
experienced officer from the Personnel Branch of the Treasury Board
4o help us determine the most appropriste organizstion of our
Personnel Branch to cope with the growing complexities of Personnel
Manzgement in an era of collective bargainiang,

"As you can see, if we are not well managed it is not for
lack of sufficient study.®

2¢ The foregoing paragraphs are suggestions only and you may
wish to alter them in many ways. Feel free to do soc.

3. I note on page 15 that the sentences beginning in line 3
with "consideration 38 ...? to the end of that paragraph, refers to
congideretions of the role to be played by Area Divisions in the
menagement of missions abroad. This role has been considered, and
on the recommendation of the Woods, Gordon report, rejecteds I
suggest,; therefore, that this section simply be deleted.

F If I can be of any further assistance, please lat me
know.

T.H, Bennett,
Director-General, 7
Finance & Administration Branch.
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MEMORANDIM FOR THE MINISTER 5=/~ /
¥inancial Monagement /2

In our efforts to implement the policies of Tregsury
Board in the area of Financial management, we obtained Board
approval last November for a eonsulting contract with Woods
Gordon and Company.

2 The congultants?® report has been received and their
recommendations carsfully reviewed by the senior officers of the
Department., The Tressury Board staff have been kept informed as
the survey progressed and given copies of the final report.

3. T belisve that implementation of these recommendations
will lead to substantial improvements in the administration of the
Department., Accordingly, I have requested Treasury Board approval
for us to implement these proposals, over the next few years.

be Attached for your information is a copy of the Woods
Gordon report and a copy of our submission to Treasury Board,

(Sgd.) H.B. Robinson

H.e.
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The Honorable the Treasury Board
L'honorable Conseil du Trésor

T.B. Number — C.T. N®

CANAF . .
: External Affairs S 5=1~1 July 26, 1968
Department — Ministére ; ) File « Dossier Date
' HM=-,250
SUBJECT : - FINANCTAL MANAGEMENT
PROPOSAL: That approval in principle be granted for the implementation

of the recommendations of Woods Gordon znd Company, manage-
ment consultanis, concerning the system of financial manage—
ment to be followed by the Department of External Affairs.

COST: : Unknown. Initial requirements for a small increase in
establishment were included in the Program Review submission
for 1969-70 at an estimated full-year cost of $70,000,

CIARGEABLE TO: Vote 1,

REMARKS : 1. During the past two years, careful consideration has
been given to the changes in departmental procedures
that are necessary in conformance with announced
Treasury Board policies in the field of financial
management. On November 14, 1967, the Trezsury Board
authorized the engagement of Woods Gordon and Company,
management consultants, to undertake a survey of
financial management in the Department (T.B. 674625).

2.. Woods Gordon and Company have now submitted their
report, copies of which have been distributed to the
Boardts staff, The consultsnts! recommendations are
extensive and are likely to require about three years
to implement fully., It is difficult to summarigze the
complete report but the principal features are as
follows:

(a) Bach of our posts should be considered a
- responsibility centre along with those head-
quarters divisions that have significant spending
responsibilities, These units should be given the
maximum practicable responsibility for estimating
and controlling those expenditures for which they
can reasonably be held accountable,

/ eoe?

(Sgd.) H.B. Robinson

P.P. & 8. Cat. No., 3600 Rev, 6-65 : . - 000993
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No major changes in financial management capability
or organization are proposed but four area _
comptrollers should be appointed who would act as
financial management advisers and expediters for

the posts in one or more geograrhical areas, These
area comptrollers, to be responsible to the Director-
General, Finance and Administration, would have the
authority to require clarification: of post estimates
submissions; on deviations from approved budgets and
on potentlal overspending or 1apsmg°

Headquarters administrative divisions would play an
advisory and supporting role to posts and substantive

‘divisions except for categories of expense, such as

salaries and allowances, which must be conbzolled ﬂt
headquarters on & department-WLde basise

The Program Review would continue to be the principal
vehicle for long-range planning as well as for a
shorter range-determination of manpower requirements ag
a basis for preparing the annual Estimstes, The
finally approved plans would constitute the framework
within vhich posts would prepsre post budgets. Vhen

- Estimates are approved, all responsibility centres

would be notified of the funds allocated to them snd
would be responsible for ensuring that these budgot
were not overspent, :

The classification of “accounts would be altered from
the present standard object basis to one thst would
conform to the recommended respono:bllmty structure
which ‘would entaily for Vote 1, five allotments as
followst :

1. Persogge;_ggmigigggggggn, to include salaries
‘and allowances, etc, of Canada-based stalf which
will be controlled on a department-wide busis,

2v Communications, including telephones, telegraphs,
etc., necessary for the provision of our govern-
ment-wide service, .

3. Headguarters administration, including all
administrative costs other than personnel, for
all units in Ottawa, '

4e Administration abrdad, which would be the sum of
all post budgets, agein excluding personnel coobu
controlled centrally above.

"/ eae3
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3.

5« Progrem direct costs, including those significani
directly related costs of substantive programs such
as the cultural program,

Capital costs associated with the acquisition'of oroverty
would continue to be controlled centrally,

The detailed recommendations néturally'deal vwith many
changes related to these proposals, Where the implementziion

- of these recommendations would require amendments to previous

Treasury Board directives, such amendments would, of course,
be sought by specific suhmissions to the Berd,

000995
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The Nonorable the Treasury Board - - S . o e
L’honorable Conseil du Trésor V

T.B. Numbet ~ C.T. N°®

CANADA .

Lxternal Affairs s 5-1-1 - July 26, 1968
Department = Min{stire : File = Dossier ’ . Date
HM=2250
R
[y
SUBJECT: - FINANCTAL MANAGEMENT
PROPOSAL: That approval in principle be granted for the implementation

of the recommendations of YWoods Gordon and Company, manage-
ment consultants, concerning the system of financial mansge~
ment to be followed by the Department of External Affairs.

COST: . Unknown. Initial requirements for a small increase in
establishment were included in the Program Review submission
for 1969-70 at an estimated full-year cost of $70,000,

CHARGEABLE TO: Vote 1.

REMARKS : 1. During the past two years, careful consideration has
been given to the changes in departmental procedures
that are necessary in conformance with announced
Treasury Board policies in the field of financial
management. On November 14, 1967, the Treasury Board
authorized the engagement of Woods Gordon and Company,
management consultants, to undertake a survey of
financial management in the Department (T.B, 674625).

2.. Woods Gordon snd Company have now submitted their
report, copies of which have been distributed to the
Board!s staff, The consultants! recommendations are

- extensive and are likely to require about three years
to implement fully. It is difficult to summarize the
complete report but" the pan01pa1 features are as
follows:

(a) Each of our posts should be considered a
- responsibility centre along with those head-~
quarters divisions that have significant spending
responsibilities. These units should be given the
maximum practicable responsibility for estimating
and controlling those expenditures for which they
can reasonably be held accountable°

! . -. | /e

(Sgd.) H.B. Robinson

P.P. & S, Cat. No. 3600 Rev. 6-65 o , 000996
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No major changes in {inancial management capability
or organization are proposed but four area _
comptrollers should be appointed who would act as
financial management advisers and expediters for

the posts in one or more geographical areas, These
area comptrollers, to be responsible to the Director-
General, Finance and Administration, would have the
authority to require clarification: of post estimates
submissions; on deviations from approved budgets and
on potential oversperiding or lapsinge

Headquarters administrative divisions would plﬂy an

-advisory and supporting role to posts and substantive
‘divisions except for categories of expense, nuoh as -

salaries and allowances, which tust be coanolled
headquarters on a department-WLdo basisa

The Program Review wuld contlnue_to be the principal
vehicle for long~range planning as well as for a
shorter range determination of manpower requirements ac
a basis for preparing the annual Estimates, The
finally approved plans would constitute the framework
within which posts would prepare post budgets, When

Estimates are approved, all responsibility centres

would be notified of the funds allocated to them and
would be responsible for enourlng that these budgot
were not overspent.

The classification of7accounts would be altered from
the present standard object basis to one thst would
conform to the recommended responolblllty structure
which would entail, for Vote l, five allotments as
follows: :

l. Personnel administration, to include salaries

and allowances, etc, of Canada-based staff which
will be controlled on a department—wide basis,

2+ Communications, Jncludlng telephoneu, telegraphs,
etc,, necessary for the prov1s1on of our govern-
ment-wide service,

3. Headquarters administration, including all
administrative costs other than pexeannel, for
all wnits in Ottawa,

L Administrétion abrdad, which would.be the sum of
all post budgets, agein excluding personnel coste
controlled centrally above,

/a3
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i i 2di those significant
« Program direct costs, including ke fican
’ directly related costs of substantive rrograms such
as the cultural program, : :

Capital costs;aSéociated with the acquisition of proverty
would continue to be controlled centrally,

. ‘ : v deal Qith many
tailed recommendations naturally § e
‘?;:n;j{:sarelated_to these proposals. Where the implementation

i 1+ e 3 by
of these recommendations would require amendments to previoubs

Treasury Board directives, such amendments would, of course,
be sought by specific submissions to the Baerde

cés & I'informat
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z MIN. NO. gés

Copies of the report of Woods Gordon and Company on
finsncisl management in the Department are being distributed with
this Circular Document, The recommendations of the consultants
have been considered and accepted by the Department and approval in
ptinciple by the Treasury Board for implementation of the proposed changes
is being sought.

Report on Financial Management

Implementation of the proposed system will require extensive
changes in our present practices that will probably require some three
years to complete, As the report states "the proposed plan involves
more than just a chenge in the mechanies of financial management. To be
successful, 1t will require a change in management philosophy as well®,

The proposed system envisages real advantages to the »
Department in terms of simplifying administrative "red-tape", delegating
substantial asuthority to our posts and improving our plauning for the
resources required to earry out the many tasks assigned te us by the
Government., All officers should therefore study this report with care.

Plans have been made for an early start on the implementation
program., The appointment of an Assistant to the Director-General, Finance
and Administration is expected in the next month or two. This officer will
be primarily responsible for guiding the detailed work of implementetion as
outlined in the report, It is also expected that Area Comptrollers will be
appointed this year. '

/ eee2

TOs: HEADS OF POSTS
HEADS OF DIVISIONS IN OTTAWA.
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Plans are being made to ensure that changes are not
introduced before posts and divisions have been given ample
explanation and guidance. While the report has been accepted in
principle, it is expected that many points of detail may require some
amendment &s we gain experience in the early years. Your comments end
observations are therefore welcome and should be addressed to Mr, T.H.
Bennett, Director-General, Finance and Administration.

T, K. BENNETT

UndereSecretary of State
for Externsl Affairs

001000
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J&ly 26; 1968,

In our efforts to implement the policies of Treasury
Board in the ares of finaneisl management, we obiained Board
epproval last November for a consulting contract with Woods
Gordon and Companys

2o The consultants? report has been received and their

recormendations carefully reviewed by the senior sfficers of the
Depariment., The Treasury Board staff have been kept informed as

- the survey progressed and given copies of the fmal reporb.

3. I believe t&t implementation of these recommendations

will lead %0 substantisl improvements in the administration of the

Departnent,

Lo Iam attachmg, for your approval and signature, a
sutmission 1o Treasury Board seeking epprovel in principle for
the implementation of these proposals.

5e Attached also 19 a copy of the Yoods Gordon report, for
your information,

HJle

001001
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FINANCTAL MANAGEMENT

That approval in principle be granted for the implementation
of the recommendations of Woods Gordon and CGompany, manage-
ment consultants, concerning the gystem of finaneial manage~

ment to be folloved by the Department of External Affairs,

Unknown, Initial requirements for a small increase in
esteblishment were included in the Program Review submission
for 196970 at an estimated full-year cost of $70,000.

Vote 1.

1.

2e

During the past two years, ¢areful consideration has
been given to the changes in depsrtmental proredures
that are necegsary in conflormance with announced
Tressury Board policies in the field of financial
management. On November 14, 1967, the Treasury Board
authorized the engagement of Woods Gordon and Company,
management consultants, to undertake a survey of
financial management in the Pepartment (T.B, 674625).

Woods Gordon and Company have now submitted their
report, copies of which have been distributed to the
Board!s staff. The consultants! recommendstions are
extensive and are likely to require about three years
to implement fully, It is difficult to summarize the
complete report but the prineipal feastures are as
follows

(2) Each of our posts should be considered a
responsibility centre along with thnse heade
quarters divisions that have significant spending
responsibilities. These units should be given the
maximum practicable responsibility for estimating
and controlling those expenditures for which they
¢an reasonably be held accountable,

/ s0el
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No major changes in financial management eapability
or organization are proposed but four area
comptrollers should be appointed who would act as
financiel monagement advisers and expediters for

the posts in one or more geographical areas, These
area compirollers, to be responsible to the Director-
General, Finance and Administration, would have the
authority to require clarification: of post estimates
submissions; on deviations from approved budgets and
on potential overspending or lapsing.

Headquarters administrative divisions would play an
advisory and supporting role to posts and substantive
divisions except for categories of expense, such as
salaries and allowances, which must be controlled at
headquarters on a department-wide basis.

The Program Review wuld gontinue to be the principal
vehicle for long-range planning as well as for a
shorter range determination of manpower requirements as
a basls for preparing the annual Estimates, The
finally approved plans would constitute the framework
within vhich posts would prepare post budgets, When
Estimates are approved, all responsibility centres
would be notified of the funds allocated to them and
would be responsible for ensuring that these budgets
were not overspent,

The elassification of accounts would be altered from
the present standard object basis to one that would
conform to the recommended responsibility structure
wvhich would entail, for Vate i, five allotments as
follows:

1. Personnel sdministratio ,v to include salaries
- and allowances, etc. of Canada=based staff which
will be controlled on & department-wide basis,

2, Communications, including telephones, telegraphs,
ete., necessary for the provision of our govern=
 ment-wide sez'w ce,

3. Head 8 sdministration, includmg all
admiﬂistrative costs other than personnei, for
all units in Ottawa,

4o Administration sbroad, which would be the sum of
all post budgets, agein excluding personnel costs
controlled centrally above,

/ 0003

001003



3.

Document disclosed under the Access to Information Act -
Document divulgué en vertu de la Loi sur I'accés a l'information

5. Program direct costs, including those significant
directly releted costs of substaptz.ve programs such
as the cultural program,

Capital coste associated with the acquisition of property
would continue to be controlled centrally.

The detailed recomendatlons naturally deal with many

changes related to these proposals. Where the mplementation
of these recommendations would regquire amendments to previous
Treasury Board dlrectives, such amendments would, of courses
be sought by specific submissions to the Board, :
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EXTERNAL AFFAIRS AFFAIRES EXTERIEURES

VEMORANDUM:
Mr, J.K. Starnes
1o M¥r, ¥, M, Tovell, Director-General, Personnel Br. — UPCLASSIFIED
A Sécurité
T.H. Bennetl, » DATE July 25, 1968
Deom Pirector~General, Finance & Administration Br. —
REFERENCE Numéro
Référence v
. , - FiLE DOSSIER
suBsect Report on Financial Management OTTAWA 511
su’e' MISSION
[
ENCLOSURES
Annexes . ] . :
1 Copies of the Woods Gordon repart are being reproduced for
DISTRIBUTION distribution to posts and divisions. They should be ready next week.

Ext. 407D/Bil.

Nl STy

{Admin. Services Div.)

Assuming that the Smioi Committee and the Under-Secretary will approve
the report, I have prepared the attached Circular Document which night
be sent with the copiss of the report.

2e | May I have your comments please.

T.H. 'Bemettg
Direetor-General,
Finance & Administration Branch.
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DlI’eCtOI'— General b Finance & AdlnlBJcﬁEéﬁ :%E hﬁﬁ sér l'accés a l'information

et : , July 22, 1948,
8
{

Dear Mr. Morley: ST

Treasury Board has nov agreed to my Departmentts propossl
that a threesyear term position be esteblished to provide for an
Assistant to the Director~General, Finance and Administration Branch,
I en attaching, for your information, a copy of our submission to the
Board Emd a eopy of Mr, clmrbier' s letter of July 1, 1963,

The duties to be assigned to this position are not yet
precisely known although you will note the outline that was attached
as an appendix to ocur submission to the Treasury Board. It is our wish
to gain several months experience with an incumbant before procesding
with the normal c¢lassification pracedurea.

Tt 4s our intention,; therefore, to make use of the
specinl recruilment clause of the Assigned Fay Plan to engage tho
services of Mr, L.J, 0'Toole, I understand that you have a parsonal
history sheet outlining Mr, 0%Toolels background, As you kmow, Mr.
0fToole is a senior consultant with Woods, Gordon and Company who
recently participated in a study of finsncial management in my
Department. The officers of the Department were very favoursbly
impressed with Mr, 0'Toolets ability. Since he played such a large
part in the study of our financiel managemont system, he is we believe
obviously well qualified to assist us in implementing hie Company's
recommendationss,

1 would be grateful, therefore, if you could arrange to
have Mr, O'Toole certified for emﬁloymenu with the Department abt the
sx1 ievel. v

Yours sincerely,

Under-Secretary.

Hr, David Morley,
Director, BExecutive Progrem,

Public Service Commission,
Tower “A",
Place de Ville,
OTTAWA,

001006 -
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Mr., L.A. Parent,

10
A

T . H. Bennett - ]

FROM
De

REFERENCE
Référence

Work Program -

SUBJECT
Sujet

EXTERNAL AFFAIRS

Head of Organizatloh & Methods Unit.

* dmi ni mm%#’ﬂﬂf Access to information Act -
Duector“GQnQI‘al ’ Finance & A s‘t,%'g'ument divulgué en vertu de la Loi sur 'accés & I'information

AFFAIRES EXTERIEURES

. UNCIASSIFIED
e |
sée July 9, 1968

DATE

Director-General,
Finance & Administration Branch.

NUMBER
Numéro

FILE
OTTAWA

5=/~

MISSION

DOSSIER

ENCLOSURES
Annexes

DISTRIBUTION

Mr. J.K.
Starnes

2e

1.

2.

Ext. 407D/Bil.

{Admin. Services Div]

vork of your Unit currently in hand,
and seek from you an estimate of the time of your staff who will be involved
in these projects.

S

Thank you for your memorandum of July 4, 1968 regarding the
I would like to comment as follows,

The most important projects, in the near future, that will

involve your staff seem to me to be as follows:

A_Personnel Records Szg_tem;

The development of an improved information system to facilitate
manpower planning within the Department, has a high priority. I
am not quite eertain how far this has been developed by Mr.
Grover to date nor how much more work remains to be done.
Responsibility for the personnel cost reporting system will be
transferred to Mr, Tovellls Branch in the near future, I am
aware that Mr, Crover and Mr, England have been atiempting o
develop an information system that will mest Mr, Mayboel!s re-
guirements, Whether this will also serve adequately the needs
of other divisicns in Mr, Tovelltls Branch is unclear, Perhaps
Mr, Grover could enlighten me on this and, if it is appropriate,
arrange for a meeting between us and Mr, Tovell and the other
officers working in his Branch who would have a requirement for
information that could be served by this system, I certainly
egree with your suggestion that Mr. €layton eould join Mr.
Grover, if he can usefully do so.

The Woods Gordon Report.

I expect that the Depariment will approve the principal
recommendations of Woods Gordon and Company by the end of
July. Implementation will be a lengthy process. It is my
hope that my assistant will be appointed by the end of August
and given responsibility for implementation. In the meantime,
I plan on developing post budgets which wmld inelude for each
post the amounts required io meet the needs of the post as set
out in Exhibit 4 facing Page &7, It is probable that we will

S eee2

*
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have to prepare these budgets at Ottawa and give them to

the posts after we have prepared the Estimates for 1969-70,
i.e, about December, If posts are to operate on the basis '
of these budgets, beginning April 1, 1963, we will require
the development of post budget reports, ete., and the pro-
cedures to be followed by the posts in preparing them,
Perhaps Mr. Regalbulo could be usefully employed in develope
ing these forms as outlined in the Woods Gordon report. I
would hope that this work ¢ould begin in September,

The Information Systems Study.

As you mentioned, we have in mind a study of the way in
which the Department handles its substantive information.
The experience which Mr, Coutu has gained in carrying out
the Registry study would be highly relevant., It is unlikely
that we shall be able to arrange for the expert advice we
will be requiring, much before the end of September. I

I cannot predict at this time the extent to which Mr, Coutu
would be involwed, although I would imagine it will be a
heavy involvement.

Materiel Management,

I am looking forward to seeing the series of reports on

Project 107. The implementation of the Woods Gordon report
will have an extensive impact on Mr, Vail's Division and he

will require & great deal of assistance in making it work.

The inventory control system that is being developed will only be
a small part of it. The development of catalogues of standard
issue furniture eguipment available in Canada, and the develop-
ment of scales of issue, policy guidance cireulars, will require
a good deal of effort., Mr, Vail and.l are studying this problem
presently and it would be my hope that a start c¢ould be made on
a systematic program ag soon as the load of Estimates preparation
permits.

It is now clesr that as the Department expands overseas, there
will be a growing requirement to provide a wide variety of
administrative services to other departments. The machinery
for the proper flow of necessary informsation is, at the moment,
inadeguate. I would hope that we could build on the present
Treasury Board Advisory Committee on Accommodation Abroad, to
make it an effective instrument for interdepartmental coordination
of all our ®property" needs. Not the least difficult in the
development of proper procedures will be the need to improve our
forecasts of personnel movements within our own Department, as
well as with other depariments. You might consider having an
officer discuss thigs with Mr, Doug Wilson.

/ eee3
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6. Administrative Regulations.

The development of a system of responsibility accounting,

as recommended by the Woods Gordon report, implies clearly
that the essential basis for administrative control will be
budgetary. The real benefits of such a system lie not only
in the delegation of authority to posts but in the ghift in
emphasis that should follow. Many of our present administra-
tive regulations should be supplanted by permissive policy
guidelines. I would like to see a systematic review of all
administrative regulations that bind the Department at the
moment. The purpose of this review would be to identify
those which should be (a) abolished or (b) amended sub-
stantially to reflect the changing basis of control., This
review should include not only our own regulations but those
imposed on us by external conirol agencies. It 4s my
intention to seek relief from these restrictive regulations
a8 soon as we are in a position to demonstrate that our
budgetary control systems are adeguate.

3. I would be grateful if you could consider the fore~
going and let me know if we have adequate resources to meet these
major tasks without completely exhausting our capacity toodeal
with the many smaller tasks that will inevitably arise.

e Mo BENNETT

 T.H, Bennett,
» Director-General, ‘
Finance & Administration Branch.

001009
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OTTAA, Moy 24, 1968,

5=/~
(2

Dear Syl:
The attached article by Frofessor

Schellding is an interesting one. If is the same
as the subtmission he made to the Jackson Cormitieo
of the U.5. Senste on the epplication of PFBS to
the State Department, It occurred to me that you
might £ind it interesting.

Yours pincerely,

T. H. BENDMETT

T.H. Bennett,

Director Ganeral,
Pinanpe & Administration Branch.

Mr. S. Cloutier,
Progran Branch,
Treasury Board,
Confederation Bullding,
OTTAWA., .

001010
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WAFFAIRES EXTERIEURES

TO SECURITY
A Sécurité
Folle Dol DATE
FROR Circator CGopond,
° Fironeo & AMnirteation. Nomére.
Référonse
Progees [scorenis = [oto e Costicg e
SuBsECT é/ / - I
ujef
MISSION _, /
23
iNCLOSURES
Ho pesioed, tho Sollowinn o o bricd oot on o contdny ootheds
uced for tho Drocron Dovieore X gursent 4t o desludsd op o £icnd poyseonch dn
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2o Lade objcsto troditiomily vood for tho propmmtion of cnmsl Patdcstes. Sho
Sathozon ecsting cetaedn uoed In oviows pooro yoricy guiodosionn owo botn uvscd

Ext. 407D /Bl

(Admin. Services Div.)

eodne  Thio iovolvoo 9 ues of Upoe copitnl cooto to dotering roguirce
rexto Lo oporations azd cointooreo fundo, ‘

3. Zordng W 1ot olaso of thn Drpptoamtlo plonmings Cobipes
anpEewed eopinia Cnidollcss alffcating tha dovclor—® of thio cotxlroion.
Lyeap of o pmomren that comtziieded fo 0 dewdlopmont of matioral wnlly
amd b0 odtiniotpation of tho cotornnd odd prooye =30 coasvrarcds In
reondndns apens of tho Eoend, Gobinst disexie] that & Coportroaind ol
of cotivity bo rcluecd to U oot pooenciy to cbrosd dneronces in varcs,
gricco, vonta, clge  SEs0 Cobirst dircaiiven iotxedcocd o evmplicotiog froter
in b0 woend ooproceh W comdirn oporoticonsl plonse

boe in tho fiszcb ioctonso, plomacd dosponees in cotdvities dircatly
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tho afd pregrn oo o iRicd 2l enoted oo oo 0 poovils Lo rvp o3
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two levels was determined and program reductions were made, equivalent
to this amount. These reductions involve the imposition of restrictions
on strength levels in certain posts and divisions and the deferrment of

longer<term economies in our property acquisition program.

T. M. BENNETT.

T.H. Bennett 2
Director General
Finsnce & Administration
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EXTERNAL AFFAIRS AFFAIRES EXTERIEURES

MEMORANDUM @
The Under-Secretery UNCLASSIFIED
10 - SECURITY
A Sécurité 116, 1968
FROM Financial Masnagement Adviger
L] NUM’BER
REFERENCE Numéro
Référence
’ __FiLe DOSSIER
Amendnent to the Woods Gordon Contraet oTTAWA 511
SUBJECT )
Sujel
jet MISSION
ENCLOSURES
Annexes . i :
2 Attached for your approval and signature is a submission to
the Treasury Board requesting authorily to increase the coniract with
DISTRIBUTION

Ext. 407D/Bil.

{(Admin, Services Div.)

Koods, Gordon and Company by 55,000 to cover an extension in time of
approximately one month. |

2 I have discusseci this with Mr, Starnes and with the staff of
the Treasury Board and anticipate no dii‘ficﬂlty.b The extension was made.
necessary because we were unable to provide the full time assistance of
the five Covermment employees.originally planned for this survey. In |
addition, as you will see-frém the attached letter }fram Woods Gordon, the
Government employees, while capable of deaiing with the ‘subject matter, do
not appesx to be able to express themselves in written reports to the
standards expected by the firm. ‘

3. Pléase return this material to me. I will arrange for despatch

to the Board.

T. H. BEMNETT

T.H. Bennett,
Financial Management
Adviser.

001013



L’honorable Conseil du Trésor

Document disclosed under the Access to Information Act -
Document divulgué en vertu de la Loi sur I'accés & I'information

The Honorable the Treasury Board

T.B. Number = C.T. N°

External Affairs 51} April 16, 1968
Department — Ministére File -~ Dossier Date
R~ (2%

SUBJECT:
PROPOSAL:

COST:

CHARGEABLE TO:

REMARKS 3

AUTHORITY TO AMEND CONTRACT WITH MANAGEMENT CONSULTANIS

To extend the eontract uith Woods, Gordon and Company, Management
Consultants, undertaking a survey of certain aspects of the
Department's system of financial administration, as authorized by
T.B. 674625 of November 16, 1967.

$5,000 additional to the autherized maximim ceiling of $3,500,
plus actual expenses, “

ks

Vote 1, Departmental Administration.

Treasury Board approved a contract with Woods, Gordon and Company
at a cost of $35,000 plus out-pocket living and travelling expenses,
The Woods Gordon proposal was the lowest of three proposals; the
next lowest proposal was $48,750 plus expenses.

All campanies submitting proposals did so on the basis of makmg
use of the five Government employees who were to have been
seconded to the Company for this survey.

Subsequent to the commeéncement of the survey, the full time of the
five Government employees was impossible to achieve, with a resulting
loss of approximately 30% of the total time of the Government emplOyees
initially scheduled for the survey.

The ,proposed amendment to the contract will delay the completion date
from April 30 to May 30, The inerease of $5,000 in the maximum fee
chargeable for the assignment will still leave the contract with
Woods, Gordon and Company the lowest of the three proposals submitted.

P.P. & S. Cat. No. 3600 Rev. 6-65

(J}.L)

2B S
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EXTERNAL AFFAIRS AFFAIRES EXTERIEURES

IZHORANDGI: _
Y. 1. Grant, s
Supplics & Proporties Division. UNCLASSIFISD
T0 : SECURITY : :
A . Sécurité )
7.4, Bernott, - Mareh 25, 1968
Do Financial Hanagemont Advicer. e
REFERENCE Numéro
Référence =
FILE BDOSSIER
SUBJECT Financing our Property Progran oTTAWA / i /
Sujet f -
MISSION ;
iNCLOSURES 2
T have boen thinking sbout the problems wa have boen facing
in cur property acquisition progron as a rosult of tho strictures on aur
budget. Ve have roceived approval in principle Ly the Govornmant for ocur
DISTRIBUTION lonz-torm property acquisition progran, boeause, among other things, wo
have boen able to demwmstrate to the satisfaction of Troasury Board that,
Tire JoK. as o genoral rule, ownorship is cheaper than leasing. At the sams ¢ime,
Starnes. wa have boen confrontod with reductions in our eapital woto for central
budgotary roasons. In short, cconomies in tho long run ore giving way
iire AJJ. to econories in the short ron.
Hatheson »
(Finance Div. ) 2. Tho obvious ansior to this kind of situation (which exists
in many areas of government operations) is a syston of ecapital budgeting.
lir, D. tHlsom) For a varioty of reasons, govornments have bsen roluctant to pursus such
1r. R. Camirs) an approach. Rightly or wrongly there has bsen a eoncorn that to adopt
Supplies & capital budgeting would limit the use that could bo madp of eapital

Properties Divg

Ext. 407D/BI.

{Admin. Services Div.}

expenditures as an oconoric tool for short-rm cyclieal sdjustoent, i.o.
dompening demand or pumpepriving. The arpurent does not apply in anything
like the sar» wny as overseas spending. Why then should ve not advanes a
solutiom to meet cur own particular problems? What I have in mind is as
follous:

(1) Egtablish clearly that our property managemont progranm is to
be undortaken an behalf of all govornment ovorscas operations
(with the excoption of the noeds of ma;;cr military formations,
oege brigade or air divisien in Buropo).

(43)  Ecstablish o working capital fund of soms $30.40 million to
finanes property purchases.

(i33) Determine an appropriats "remt" for each property we om
that would be designed to amortize cur investmont over a
given period of say 20 years (7).

(iv)  Replenish the working capital fund with these ronts, to

be collocted from our owm and other departments operating
votes on the basis of usage.

[ eee2

001015



Document disclosed under the Access to Information Act -
Document divulgué en vertu de la Loi sur I'accés & I'information

3e Under such an srrangement wo would, in offect, be charging
ourselves ront for the buildings we own. We would, of courss, bo
charging other departmonts as woll. To advance such a proposition
might well raise questions as to whether control should vest with us
rather than with Public Works. I think, however, that on this score
we are reasonably safo for the simple reason that Public Works is not
in 2 position to take this on in the near future. Obviocusly, many
questions will have to be answored before we could submit such a
proposal to the Treasury Board. For example, should we include the costs
of furniture and furnishings and other items aow charged to our capital
vote? Questions such as the treatment of maintenance éxpenditures or
the cost of money need to be examined. Should the wote be designed to
"braak even™ or should it, in effect, show a profit that could be turned
into the consolidated reverus fund? My instincts would be to kesp it as
- simple as possible, but I'd appreciate your views.

L, I should be grateful if you could give some thought to this
suggastion in the next month or so. If you consider that there is
morit in the idea, perhaps we could discuss it furthor a6 somn as the
Progranm Raview exorcise is finished.

ORIGINAL SIGNEDR BY
T. H. BENNETT

~ T.H. Bennott,
Financlal Monagenent
Adwiser.
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Woods, Gordon & Co.

MANAGL., .NT CONSULTANTS W /Q

15 WELLINGTON STREET WEST, TORONTO 1, CANADA %Z

o g go
N AN VE S b
ad st b [ r\.?s‘.&\l«a&‘.

TELEPHONE 368-4761 (AREA CODE 416)

March 8, 1968 17

Sernd)
4
o

o

Mr. Marcel Cadieux
Under Secretary of State - ) ’/

for External Affairs L__._b,_-——————'/

Ottawa, Ontario L L/ \ o~

Dear Mr. Cadieux:

Thank you for your letter of March Bth accepting our proposal to make availe
able the services of Mr. Ray Camire, a senior consultant with our firm, to
carry out the assignment referred to in your letter.

The arrangements outlined in that letter are quite acceptable to us on the -
understanding, discussed previously with Mr. T. H. Bennett, that it will

probably be necessary for Mr. Camire to take approximately three days off

during this period to meet a previous commitment in Quebec City.

We might also point out, with reference to the third paragraph of your letter,
that any recommendations for improvements in your procedures for planning

.and managing your capital activities that can be developed in the course of

a one month assigmment, will, of necessity, be of a fairly broad nature =
particularly in view of the need for Mr. Camire to devote a reasonable
proportion of his time to specific tasks referred to in your letter. We
would expect that these recommendations would relate primarily to the
possibility of applying some of the more sophisticated techniques that have
been developed for planning and controlling capital activities, such as
Critical Path Scheduling.

Mr. Camire will be working under my personal direction, with funetional
supervision from our reference partner on Facilities Planning, Mr. J. A. Brown.
Any recommendations arising out of his review will, of course, be closely
integrated with our proposals for improving financial management in the
Department. v

Yours very truly,
- )
. S/

==

R. O{ Moore
Partner

MONTREAL OTTAWA TORONTO LONDON WINNIPEG CALGARY EDMONTON ~VANCOUVER 001017
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AFFAIRES EXTERIEURES

SECURITY UNCLASSTIFIED

Sécurité

: DATE January 9, 1968
FROM T.H. Bennett,
De Financial Management Adviser. NUMBER
vmero
REFERENCE
Référence -
FILE DOSSIER
. . . . OTTAWA —— —_ ]
SUBJECT Financial Situation . s T~/
Sujet '
MISSION
ENCLOSURES
Annexes .
- . Our meeting is arranged for tomorrow at 2:30 pems in your

office with Messrss. Matheson, Grant and Lockhart. Mr. Belanger may
represent Commmications since, 1 understand, Cols Lockhart is ill.

DISTRIBUTION
Mrs Auds 24 I am attaching, for your information, copies of memoranda
Matheson and supporting tables prepared for me by Mr. Matheson. If you agree,
(Finance Div.) I would propose that we review, first of all, the situation in the

Capital Vote both for the balance of this fiscal year and for next.

In the tables attached to Mr. Matheson's memo of January 9, you can
compare actual expenditures last year with the allotments for this

year and next. Mr. Grant has informed me that he should have avail-
able for our meeting an outline of the priorities that he would propose
to follow in spending the capital funds available to him. I think we
should review these funds carefully, with the objective of informing all
our posts regarding priorities that we should follow in property
acquisition during the next fiscal year. It seems to me that too often
posts,left to their own devices will attempt to seek improvements in
their situation through ignorance of the fact that other missions have
a higher priority. This inevitably leads to a good deal of wasted
effort, since we have obviously only limited funds for property
acquisitions On the materiel side of the Supplies and Properties
program, I think the experience of recent years, and particularly

this year, suggests that a greater proportion of the total funds
should perhaps be reserved in an unallocated allotment to meet
contingenciess We can discuss this further tomorrow.

3 When we have finished with the Capital Vote, I suggest

that you, Mr. Matheson and I review the situation in Vote 1. Messrs.
Tovell, Cook and I reviewed the tentative allocations of the additional
91 positions that would be allowed us next year and we have come to the
general conclusion that the tentative allocation remains valid. I think
it would be useful for you if Mr. Matheson and I reviewed the basis on
which the submitted Estimates for 1968/69 (as shown in the table
attached to his memoranda dated January 9) were made. With regard to
the balance of the current fiscal year in Vote 1, the situation appears
to be approximately as follows. We appear to have available some
$2,240,000 in Vote 1. Last September we indicated to Mr. Bryce that

we foresaw a lapsing balance of $1 million, leaving available $1,240,000.

| eee2
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From this, we can finance about $240,000 associated with the cost
of the NATO move to Brussels, rather than requesting supplementary
estimatess In addition, there is about $100,000 that has been
borrowed from the Treasury Board contingency vote for such items as
“Protection of Yugoslav Diplomatic Properties, which can also be
financeds I assume that we should reserve approximately $100,000
as a contingency to meet the costs of possible salary revisions

in the professional and technical category and in the operational
category, which might have to be paid in the current fiscal year..
In sum, about $800,000 (over and above the $1 million lapse forecast
t6 Mr. Bryce) is available to us to meet additional requirements.

b, I am investigating various possibilities where we might
usefully employ these funds and I hope to have a few suggestions
ready for the meeting tomorrow afternoon. I should be grateful if
you would hang on to these papers and return them to me after the
meetinge. .

-

T+He Bennett,
Financial Management
Advisere.

001019
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3

CANADA

| MCLASSIFIED N
. N
File lo. 5-1-1 ﬁ

Deceriber 1, 1967.

CIRCULAR DOCULENT

ADMTH. HO. 76 /67

Fine n01ul Management ourvov

The Deoartment hns dcc¢ded to engage a ;*rm of
managemenu congultanus to underteke a survey of certain
aspects of our existing financilal administration to estebllsh
an improved-system that will be in accordance with Government .
0011010 .and will ‘meet the: neclal requirementsof the .
Deoartlont. Authority has‘been C'rzmted to enﬂﬂvo the’ firn' of.
“oods, Gordon and. Comnﬁnj and- the survej ulll begin’ on Monday,
:Dccember lth. ' . o o
. - _ . R o

MR ' oo -
, E - Fot your inforration, the terms of reference of A
— " the study are attached.. uroad]J speaking, - 1t is:expected.
~that the otuuy will re sult in imroved 3rocedures governing

the nrepara tion, review and control of our long and short

term fina ncial resources. The basis on which greater .

authority can %é delegated to divisions ard posts and the
relationships betwoen posts and the various divisions at

hezadguarters v111 be examined.

The survej w1ll be corried out under the direction
“of Mr. R.0. loore, a partner of Woods Gordon. Mr. Moore will
report to Mr. T.i. Bennett, Finsncial Menagement Adviser of -
the Department. Government officials are being seconded to
thoe survey team, as follows:

- r'1"omwc’r,e:r'na.l \ffairs

.LJ.I'. LLO}L. GI’OO'SOII,
Senior Auditor,
Inspection Services.

) ’ Mr. R. Ziola, '
Data Processing Adviser on loan from the Treasury Board.

A Foreign Service Of flcer to be selected.

[ .2

TO: "HEADS OF POSTS '
IBADS OF DIVISTONS TN OTTA:L.
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L : . .

7w’ from Trade and Commerce

A :Mys GJF. TFarrow, : '
- . Senior Administrative Officer,
e - Trade Commissioner Service.

I‘II‘_.. V Ll . _I’Ial"ks,
Chief, : _
Financial. Services.

" = from Accounting Advisory Services,
. Comptroller of the Treasury. :

Mr..Di HacDonald.

Hr. L.3. 0'Tools, Consultent with the firm of
Woods Gordon, will also be participating in the survey.
The team will be located.in Room 317, Postal Station ‘tp®
(Telephone lo:: 2.5382). . T : e

. The survey is expected to last for five months.
Hembers of. the team +ill undoubtedly be visiting divisions
in Ottawa to obtain a clearer understanding of the work of
the Department. Tt is likely that they will also be visiting
three or four posts toward the end of January. The posts to

be'selected_will,,of»cqurse,‘be,notifiéd in advance. v
K " Steps are being taken to effect avpropriste =~ R
clearances for all members of the team.:

"

security

Under-Secretary of State .
- for Ixternal Arfairs
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Objectde: o - eRr e el e T

To establish an effective system of responsibility
accounting within the framework of the financial mana gement o
function: ifi acecordince with Treasury Board pollcy as et out-in
- lManagement TImprovement rollcy atatemcnt KI-3_66 1nd in® the Gulde
to fﬁnan01al Hex remont.

277 To meet thls obgectlve, ¥:1 careful study of the
following will be necnsuarj.-: L R ;' :3 __

by .

the plﬂnned denartmanual orﬂanluatlon from the p01nt of E
view of %Dpvoprlateness for reapon51b111ty ccountlna o
practlceS° o . . Lo

.

~

- PR . . N N - - P . b

current rOCodLrvo and practlceu for the prepuratlon of‘
the Dep@rtment' annual program review and ‘es t1mates° LT

the present system of finsncial control in terms of its
wdeouaCJ in an env1ronmont of res non51b111ty accountings-

- nrosen* accountlnﬁ systems in terms of thelr adequaCJ for ' -
cost control and decision making; R

oy

existing financial reports in terms of their adequacy and
tineliness 10or d00151on making; -

!

- - oxisting flnan01 al management or"anlaatlon in terms of
structure, grade and nuﬂbe“° of neroonnel.

Recommendations V?ll be required regarding the most
apnroprl@te alternatives for:

- an effective structure for rGSponsibility-accounting;

- the mout appropriate responsibility and cost centres ,_4 - ‘
.consistent w1th these olternnt1Ves- : ‘

- the nature and extent of finencial aﬁthority to be
delegated; o ‘ :

- Jmproveg nroceduves for the preparation of the annual

program review and sstimates, 1Aclud1n~ the application
of objective atanderus-

;'1noroved fin n01?l coutrols, both expenditure and revenue,
consistent with the

Dropos od struc $14
accounting; POs ture for responsibility

_./_;..2
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- improved accounting systems in support of the forepoing,
including the code of azccounts, acépunting procedures
and’ reports to cnsure effective control of commitments
and cash disbursements, and the applicotion of worldng
capltal advances. Particuler attention will be required
-repﬁrdlnﬂ wccountlnﬂ systems and procedures to be
followed by posts wbroud .

-_Lhe most effectlve syatnm of ¢1n9nc1a1 reports, 1nclud1ng
.details of format, preparation procedures, and, freouenCJ
for both revenues and efpendlture

- the mout ef fectlve financial organlzatlon, including the.
number and level, as well as statements of. duties and
reonon51b111u1es for key nos:tlong.

Flnally, recommendutlons will be requlred revardlng

the most apbroprlato plan and program for implementation of. the

proposals in the areas outlined above. Recomiendations in each of
the areas outlined should include recommendations on the most
approprlate technlquos (eope H.D P.) as apnllcable.
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cio T L i., September 11, 1967.

CIRCULA.R DOCUI’ENT

mmum. NO. 56/67

Program Rev1ew and bstimates
1968/69

f'Under’coﬁei Of”Ci}cuiérfDocuméﬁt No. 39/67-of
June 23, you were sent a copy of the Department's Program

- Review Submission. This material has now been con31dered
by the Treasury Board and Cab;net._ ‘

. 2 The Under-Secretary has been 1nformed that Cabinet
 has considered current economic conditions and the outlook for

1968/69. Apparently, when the combined expenditure proposals
of all departments, as revealed in their Program Review sub-

missions, was viewed against revenue expectations, a deficit
.. of unacceptable proportions was indicated. Cabinet has directed

reductions. in spending of some $625 million and reductlons in

.establlshment nropogals of 9, 350 nooltlons.-

- For our Denartment finanC1al celllngs have been

3. ,
.;suggested as follows.

Approved  Our Propogals Troasury Boaxd, Celllngs

_ 1967/68 1068/69. 1968/69
Vote 1, Admin. 42,447 $51, 724 C Sk, 897
Vote 10, Capital 6,330 8,170 . . 7,170
Vote 15, Grants, | T

| otc. 396k 38,010 36,360

Depte Total - 384,741 §97,904 $88, 427

In addition, a ceiling on establishment increases has been set at
105 rather than the 4?0 positions reouestod in our Program Review
Submission.

| ves2
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b, These reductlons h ve been drastic and have

nec9351tated a most rigorous review of our priorities by

. the Under-Secretary and the Department's Senior Management

Cormittee chaired by the Deputy Under-Secretary. -Most of

the* posrhlono we shall be able to add to our establishment
have been ear<marked to meet certain unpostponable require-

- ments‘and néw tasks which the Department cannot avoid
assuming.e Since, regrettably; very few of these will be -
available to strengthen divisions and posts, we shall be
compelled to carry on the work of the Department as a whole
with much the same.resources as are available for this :
fiscal year. Hany 1mportant and useful projects will have

to be deferred and, indeed, some current projects may have

to be curtailed. All concerned must be careful not to _
undertake any new task, however small, that’ cen ‘be dispensed
with or at least pOStponed. '

5. . The position in which we will find ourselves

- during the next fisecal year will not be lmown finally until

the Treaoury Board has reviewed’ our Estimates submission

‘next November. A further Circular Document will be prepared :
at ‘that time when it is hoped that we will be able to inform .
you further about: ’chc preparation of I ro'fram Rov:Lew for

1969/70. » - : - "‘g“‘ b el T LA R e .

- - Under-Secretary of State
- for External Affairs

TO: HEADS OF POSTS
- 'HEADS OF DIVISIONS *
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AFFAIRES EXTERIEURES / 671

MEMOR ANDUM OT/

Mr. R.H. Matthews, Chief Treasury Officer e UNCLASSIFIED =
P O =

“ November 8, 1967

Finance Division DATE
;ROM
) Your Memorandum of October 31, 1967 Noméra®

REFERENCE - . L
Référonce ) -
FILE DOSSIER

" Departmental VWorking Capital Account

OTTAWA,
SUBJECT - é ] - -
Sujot . / /

MISSION

ENCLOSURES
Annsxes
Thank you for drawing our attention to the continuing shortage
of funds in the Dspartmental Vorking Capital Account, We have examined
DISTRIBUTION the situation thoroughly and, among other things, realize that increased
spending by Posts abroad chiefly is responsible for the present situation.
As a result, we propose to seek an increase of $500,000 in the Working
Capital Account in Final Supplementary Estimates for 1967-68, Also, we
believe that other deficiencies have contributed to some extent in creating
the present difficulties and should be corrected.

2 First, a survey of monthly accounts reveals that a number of
Posts have been slow in submitting their returns to headquarters making it
impossible to process the accounts promptly and credit the Working Capital
Account, We have, therefore, informed the delinquent Posts, by telegrams,
to submit their monthly accounts within a specified time, We attach

-- copies of the telegrams for your information.

3. Secondly, the Working Capital Account ineludes a debit of
approximately $90,000 for expenses incurred by Posts abroad on behalf of
the External Aid Office. We have asked the External Aid Office to provide
a Financial Encumbrance of $150,000 to cover this indebtedness and provide
funds for future disbursements on its behalf, The Financial Encuambrance
will be available shortly.

L. These shortcomings are not, however, solely responsible for the
problem, We found, for example, that the Audit Section of Treasury Office
also could help greatly to alleviate the situation by crediting the
Working Capital Account immediately following receipt of Post Accounts.

Se Finally, the Treasury Office could be of great assistance if a

way could be found to accelerate the means of crediting the Working Capital
Account with the Central Pay Office monthly remittance of some $27,000
representing deductions from salaries for posting loans and medical loans,
At the present time, there is a delay of L4 to 5 weeks before the

Working Capital Account is credited with the appropriate amounts because
all items, appearing on the monthly salary deductions lists apparently

must be coded and checked and the lists cireculated to various sections of
Treasury Office before action is taken to credit the various votes including
the Working Capital Account with the refunds received,

A, d. MATHESON

Ext. 407D/Bil. Fi*nance Division 001026

o
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OFFICE OF THE COMPTROLLER OF THE TREASURY
BUREAU DU CONTROLEUR DU TRESOR

CANADA

: TREASURY OFFICE-EXTERNAL AFFAIRS-PRIVY COUNCIL-THE SENATE
DEPARTMENT OF FINANCE BUREAU DU TRESOR—AFF AIRES EXTERIEURES-CONSEIL PRIVE-LE SENAT

MINISTERE DES FINANCES W M M
" L
& ossus

norne posier A=Y
Ottawa, Ontario
October 31, 1967

Mr. A, J. Matheson

Head of Finance Division

Department of External Affairs

420 Copeland Building

29l Albert St.

Ottawa L, Ontario .

Departmental Working Capital Advance - |
Posts Abroad Account

As previously indicated the continuing shortage of available
funds in the Departmental Working Capital Advance - Post
Account is becoming more critical with the receipt of each
bi-monthly billing, which in accordance with the agreement,
must be honoured by 3 pm on the day of presentation. '

The billing received from the ROJal Bank today was $h8/,,05 29.
The payment of this account was only achieved by the processing
of all post accounts received in this office by noon of this
date. If the current trend continues it is doubtful that

the Department will be able to meet its next mid-menth payment
to the Royal Bank. May we be advised as to how the Deportment
proposes to meet this situation, should it occur.

R. H. Matthews
Chief Treasury Officer

1867 | 1967 001027
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EXTERNAL AFFAIRS AFFAIRES EXTERIEURES

LENIOR AUt
Hr. Bruce Keith, UHCLASSIFIED
° Hoad of Inspection Service. Sécuré | | 6. 196
i T.H, Bennott, DATE October 26, 1967
ROM s 3 & =1
P Finaneial Hanagement Advisor. NUMBER
REFERENCE Noméro
Référence
FiLE DOSSIER
Foderal Finoncial Officers' Institute - OTTAWA 9“-— / _
suBsect Notice of Meoting, Novarber 7, 1967. /
MISSION
>
ENCLOSURES
Anae;xet
: I an attaching a paper propared for the Federal Institute
of HManagement on tho subject of "Oporaticnal Audit®. Yom will note
DISTRIBUTION in the covering papsr entitled "Hotico of ileoting™ that a minority of
the group who propared tho paper feel that operatiocnal auditors should
always bo professional people.
2 1 propose to commont on this papor to the Institute,
saying that I suppart the majority completely and agree with tho
basic approach taken in the report. The roport itself may bo
useful to you and if you or Mr. Grogson have any additional corments
you think should be made, please let me know and I will forward them
to the Institute as well.
Cralaiial BI0R0D BY
F.oeh By
T.H., Bennett,
Finaneial Hanapgoment
Adviser.
Ext. 407D/BIL 001028

(Admin. Services Div.)
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DEPUTY MIN!STER OF DEFENCE PRODUCTION 71

SOUS-MINISTRE DE LA PRODUCTION DE DEFENSE ‘ m\

OTTAWA, October 11, 1967,
ﬂ}ﬂj‘ "?if;»i% F

&ﬁ

Mr, Marcel Cadieux,

Under-Secretary of State for External Affalrs,

East Block, -

Ottawa l, Canada. T . -

Dear Mr, Cédieux:

INSUFFICIENT FUNDS.

As you are aware, contracts are not awarded by this Department
on behalf of customer -departments unless sufficient funds are provided
to cover the amount of the contract. For administrative purposes, how-
ever, my Department has been permitted to make commitments up to a
maximum of 15% in excess of the total amount of funds shown on
requisitions without seeking an amendment from the requlsltlonlng
department to provide additional funds.,

This arrangement has been in effect since 1965 with respect to
requisitions received from all government departments except the Department
of National Defence., In the latter case, commitments may be made in excess
of the estimated costs shown on DND requisitions within the following limits:

(a) If the estimated amount of the requisition is $250.00 or
less, contracts may be awarded involving an expenditure up to
100% in excess of the amount of the requlsltlon.

(b) If the estimated amount of the-requlsltlon is over $250.00
but does not exceed $1,000.00, contracts may be awarded
1n$olv1ng expenditures up- to 50% in excess of the amount.of the
requisition, .

(c) If the estimated amount of the requisition.is over $1,000.,00

but does not exceed $4,000.00, contracts may be awarded
involving expenditures up to 25% in excess of the amount of
/)

the requisition. - /Cﬁﬁ/ €Z7ZZZ?69;¢m

FROM RE@ISTRY

per e (R oS L

7 FILE CHARGED OUT v ey
X 166711087 : i Y J\007029
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(d) If the estimated amount of the requisition is over
$14,000,00 contracts may be awarded involving an
expenditure up to 15% in excess of the amount shown
in the requisition provided that the excess is not more.
than $50,000.00,

Operational experience to date reveals that the 15% limitation
used for requisitions from civil government departments creates unnecessary
delays and extra work for the parties involved since most referrals to
departments for additional funds relate to low dollar value transactions.
On the other hand, the arrangement with the Department of National Defence,
as detailed above, is working very satisfactorily.

During the past several months, senior officers of my Department
have been discussing this problem with their associates in many departments,
The consensus clearly favours the adoption of the arrangement in effect
between the Department of National Defence and this Department because the
graduated scale of limitations is more effective in dealing with the high
volume of requisitions of low dollar value. This would remedy the present
situation and achieve the objective of having a standard administrative
procedure for all government departments in this matter.

To this end, I am writing to Deputy Ministers of departments and
Heads of agencies for the purpose of implementing the administrative
procedure described in sub-paragraphs (a), (b), (c) and (d) above with
respect to all requisitions received by this Department on and after
December 1, 1967. Accordingly, I would be pleased if you would arrange to
advise the responsible officers of your Department of the details and
effective date of 1mplementat10n of this procedure.

There may be instances of course when your Department may not
wish this arrangement to apply %o a specific requirement because of
financial limitations imposed by Treasury Board or other authority. In
such cases, customer departments must include the following annotation
in the body of the requisition: WESTIMATED COST IS NOT TO BE EXCEEDED",

Mr. W. L. Parr, Director, Authorities Advisory Service, Compfroller
of the Treasury, will be issuing instructions regarding this procedure to
all appropriate officers of the Comptroller of the Treasury..

The necessary amendment to the DDP Customer Manual will be issued
shortly. In the meantime, if your officers require any additional information
or assistance in this matter, please have them contact John C. Calcutt, Chief,
Civil Agency Division, Customer Service Group, Local 2-9526,

Yours faithfully,

W

G. W, Hunter,
Deputy Minister.

001030
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CLASSIFICATION CO&JTI\OL
ROOH 35564 EAST BLOCK. CDAD

MINISTERE DES AFFAIRES EXTERIEURES

CANADA

CIRCULAR DOCUMENT

Financial Management in the Public éervice

On September 18, 1967, Mr. T.H. Bennett, Financial
Management Adviser in the Department, addressed the Junior
Financisl Management Course No. 671 of the Public Service
Financial Management and Materiel Management Program on the
subject, "Financial Management in the Public Service."

2. The greater use of sound financial managémeht
techniques in all departments of the Government to promote
more effective and economical operations was strongly recom-

mended in the report of the Glassco Commission on government
. organization. In his address, Mr. Bennett attempts to put

in perspective the development of the Government's. financial
mznagement policies in the last few years. .

3. A copy of the text is attached for general
information.:

der-Secretary of State
,% for External Affairs.

ALL HEADS OF POST
ALL HEADS OF DIVISION

UNCLASSIFIED ) K,
File No. 5-1-1 '

Ottawa, October 4, 1967.
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~ Text of Address on "Financial Management in the Public Service" by | .
‘T.H. Bennett, Financial Management Adviser, Department of External Affairs,
before the Junior Financial. Management Course #671 of the Public Service'

‘Financial Management and Materiel Management Program, September 18, 1967 _

%

. Financial Management is a. very broad subject which can be
interpreted in many ways: either narrowly as an accounting system,-
or more.broadly, as the processes of determining the allocation of -~
resources within Government as a whole. In any discussion of Govern-

 ment policy in this area, the starting point is the ‘report of the"

' Glassco Commission. As time passes since the report was first published, e
I find.that it is becoming more and more like the British North America '
Act - on .appropriate occasions people will talk about -the Glassco Report -
at length but..fewer and fewer :can remember ‘precisely what it says. I' - '

: would like to remind you of some- of the princlpal recommendations.

I {
»i: The nnmber of votes be reduced and all cost elements of o (
;individual. programs be" consolidated within the same vote. .

2; Depertmental estimates be prepared on the basis of programs [_
of activ1ty and not by standard objects of expenditure. o

3; The establishment review be undertaken as part of the overall
review process and not ‘as a separate exercise.‘

’..,.ea-f-«~ 1 T

be Mere obgective standards for analysls ‘and comparison be’ ,
.developed and ‘employed’ by -senior- departmental management o
Ji.ﬂgy and the Treasury. Board 1n the rev1ew process. e :

Y

ssubmit to the-Executive long-term plans of . expenditure

5 All departments and agencies be required to prepare and /'"
requirements by programs

3 T
. 'r-!"‘ . T #

6o Based thereon, an overall forecast of government expenditures r.,
and. prospective resources for a period of five years ghead be {“
prepared annually. '

«) . .
b kS

7. Departments and agencies be glven the necessary financial -
authority and be held-accountable for the effective management
of the f1nanc1a1 resources placed at their disposal. SR

‘_8. The Treasury Board continue to lay down policies on‘financial °
and administrative matters common to all departments and
agencies, but in a less restrictive manner.

more clearly describe the purposes of expenditure, more
"comparable and. complete supporting information will be provided

9. The form of the Estimates be revised so that the votes will \
and unnecessary detail ‘eliminated.

/ ‘ooo‘ 2 )
L - 001032
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These are.not, all the recommendations but the ones which appear to me’
to be.the most significant in the light’ of what has been happening in ) .
the last five years. : , oo

Subsequent Develoggents

What has"been happening since the Glassco Report was finished?
Briefly, the Government accepted in principle most of the recommendations.
in Report No. 2 on Financial Management and tabled their decisions in the
House on November 5, 1963. To determine more precisely the nature and
degree of,financial_control over departmental activities that-should be
exercised by central agencies, the Government undertook a detailed pilot -
survey in four departments (Agriculture, Northern Affairs, Transport and -
Veterans. Affalrs) Four consultant firms, one in each department, were
engaged for this exercise. Their reports were received and analyzed.
From this material, Treasury Board have prepared a Policy Statement -
(MI-3-66 of April 28 1966) and a_Guide on Financial Management. ‘ :
Several other Departments(e.g., National Health and Welfare, Citizenship
and Immigration, and the Department of Public Works) have undertaken’ :
' similar studies, while still others are attempting to implement the new
policies with their own resources,

-

The Treasury Board Guide on Financial Management discusses the
:Government's policies under several headings which I will return to in a
moment. Before describing the principal elements of the new policy, it is
important, ‘I believe, that you be aware of two themes.. The first of -
these concerns the view of the Glassco Commission that "departmental
management must be entrusted with the power of decision in many of the
areas now being controlled by the staff of the Treasury Board". - This o
theme of greater delegation of authority from a central agency to departments,
runs throughout the approach to Financial Management policy. It is clearly
the Government's intention to grant substantially increased authority to
departments as soon as possible., It is equally clear, however, that if
delegation of authority is not to be merely abdication, the Government
must have a system which will ensure that the people to whom authority is
delegated can, in fact, be held correspondingly accountable for their
actions. . . ,

The second theme that runs throughout the Government's'policy
is also of great -importance.- Under 'the system that’existed prior: to the
introduction of these policies, operating personnal ‘in departments often
tended to regard Financial Management as something that was of -no concern
to them, Some operating managers even went so far as to elevate to a _
virtue the fact that responsibility for the cost of .their.operations was
somethlng that should be left to-a flnance sectlon. Flnancial Management,

: ,'r AT

POV N .o - . .

] / ';oo 3
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.report on Financial Management, it seems apparent”that what the Glassco -

‘was, thehfollowing.?., R - :
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as we will see, is an integral part of the total management responslbilitiee
that must be accepted by all managers. ’

Lo,

. When one cons1ders these two themes, in the context of the’
Commissioners were striving:for was. a different wey of thlnklng about the a0
concept rof control. , T .ﬂ s e -

’ It is, I believe, safe to say that the concept that underlies

the existing Financial Administration-Act is one that can be described as
negative. The emphasis is control of funds in a manner which will prevent
other spending.of parliamentary appropriations and illegal action. Almost
totally lacking is any concept of positive control. Perhaps I can illustrate
the distinction between negative and positive control by an analogy to &
heating plant, Negative controls.can be compared to safety valves on a
boiler - designed to prevent disaster. Positive controls, on the other
hand, can be equated to the thermostats which turn thé furnance off and on
to maintain an-even heat against fluctuating temperatures, Both are
obviously necessary. The Glassco Commission, in fact, accused the govern~"t.
ment of preoccupation with the apparatus of negative control to the virtual --
exclusion of positive control. They charged the government with being -
satisfied -simply with ensuring that- all funds are spent legslly and with
being indifferent to the performance of :departments in setting and meetlng
agreed objectives - in short, of achleving somethlng -

R .
3

-Contributlon to National Interest S

= : -~

Before I;proceed~with what mlght be called the nwchanlcs of
the new. system, I would like to touoh brlefly on one or two broader issuesw

.
RO L TR

Among the many things Sald in the Glassco Comm1531on Report,

Er it TR A S i P P

"Although the departments are the prlmary operatlng units, each is’
only.a segment of a single entity ~ the Government of Canada, The -
...~ . policies-and programs of.each must be balanced against and “harmonized
.« _.with- those of other departments and-agencies; they must justlfy them—~ -
PPN ,selves, in the last analysis, in terms of their contribution, not to - -
-, the department itself or its particular 1nterests, but to the generel '
interests of the Canadian people. :

w
D

The quotatlon may seem on the surface like a bllndlng statement of the obvioue.

It does, however,.contain the essence of the differences that exist in o
Financial Management between a government and a private business. Private -
business has, as its indicator,of success, a profit and loss statement,

The absence of such a judge in the.public sphere cannot, relieve the
government of responsibility for the proper handllng of the resources

placed at its dleposal.

l/oooh
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Prime respon31bility for dlscoverlng and expressing "the T
:national interest" lies, of course, with the Cabinet, Their concern is’
very real, for failure will usually result in their being relieved of
the respon51bility.. Now "the national interest" is an elusive thing,
precisely because it is.a compound of so many different and often con-
flicting elements, In theory, at least, the national interest, as the
Cabinet sees it, ought to find expression in the sum of all the -activities-
that the government ig = or is not - engaged in, .

= I have emphasized "ggggt" because I feel certain that’ any
minister of .any politicsl party, who hds ever attempted to wrestle
reality. around to conform more closely to his image of the desirable, ’
will recognize that the two ‘seldom match. ..The machinery somehow takes
on & momentum of.its own = a momentum that was imparted by meny previous
hands in!an attempt to meet ancient objectives.-

o The task the Glessco Commission referred to = of balancing -
and harmonizing the myriad activities of government ‘= is steadily
beceming more difficult- as the complexity of society and governmental
operations grow. :

. You will be hearing, I understend, later in your .course from

a speaker who will outline for you the intent and method of a project

called "SIMPAC", I will not steal his-thunder but briefly the intent

is to examine all aspects of the processes involved in the formulation _
of federal spending policies ranging, I understand, from the political . =
and economic pressures on the ‘government for redistribution of revenues
between various levels of government, to the processes by which choices

are made between competing projects and programs within the federal ambit.

It would be naive to suggest that the formulation of economic policy can

ever be done-in a manner sufficiently precise to provide practical answers

to the detailed questions of resource allocation. At best, economic policy '
_can provide only a frame of ‘reference within which individual policies can
. be judged. . This process of choice among many "good" things within always

limited resources, -is the same process whether one is considering budget
preparation at the.federal level; the allocation of resources within a depart-
" ‘ment; or the purchase of a new car by the individual. The Glassco Commission
was not of course, asked. to- comment directly on any of these sensitive areas
of government decision making. In the area of Financial Management, they
were asked to report on ways of "making more effective use -of government
accounting and other financial measures". It seems to me that the solutions
they proposed were clearly conditioned by the need for improvement in the-
system within Whlch governments are obliged to make difficult dec151ons
of ch01ceo _ :

/ e 5
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- I have emphasized the foregoing because it will always condition
your work. You will meet with frustrations as you work to elaborate the
details of same highly desirable.program or project, only to find it has
"fallen to the government axe because of an overall shortage of resources. You
should be prepared for this because it is inevitable and even implicit' in your
calling. . The new policies will never do away with this. They should, however,
minimize the disruptions that are caused. by sudden changes., Above all, they
should greatly assist managers to understand the implications of their

.. decisions. This is somethlng very few can do with confidence now,

o

4

Financial Management Policx .

P - s

‘- The preface of the introduction of 'the Treasury Board 4
guide to Flnancial Mhnagement begins as follcws. o,

’ “The Flnanclal Management “system set out in this Act emphasizes
rthe use of two key tools, "Program Budgeting" and "Responsible '
v.Accounting®"."” The guide then proceeds to dlscuss new policies under
<, - six. chapters as. follcws. ' :

. R
R

e o lg Organization for FlnanclaI Menagement

role A e
- ¥

" '2. Forecastlng and Plannlng .’; o L ' _f‘

Py o - - N -

3..~Budget Preparatlon, Reportlng and’Control

L2 -~

R Accountlng Systems and Operatlons

© oy o

5e mwmmlmmlAmhx SR e T

6. *Introduclng Flnanclal Management _:j_ -

F

o b .

Prog Buggeting : o L
, - Program budgeting has been defined by many people in various

ways, dependlng on how detailed’or' 'profeselonal' one wants to be. It
has always seemed to me to be founded on a very simple idea, namely,
that funds are-voted by Parliament so that departments can work towards
achievement of some specific objectiv or objectives. The existing system
of presenting to Parliament requirements in the form of votes and standard
objects could not be better designed to frustrate this idea, To present
financial requirements in'terms of salaries or travel almost pre~supposes that
people are hired and paid simply to keep them off the streets and that
travel is undertaken because it is fun. This, of course, is not the case

/... 6
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;(at least not in. my Department). Program budgeting, on the other hand,
pre~supposes that funds are required to meet specific objectives whlch
are grouped within a brosd program. ‘Remenber, I spoke about the necessity
at all levels of meking choices among "good" things. Obviously, the
chances of. success will be better if the choices are made rationally or

, at least consciously. The choices open should therefore be presented in
.8 form that permits a rational welghing -of alternatives. Basically, this
- is Program Budgeting. :

But, what is a program? Oddly enough, in our experience to
date, this has been the most difficult thing to express adequately. °
has been defined by Treasury Board as "a grouping of activities with
a broad common objective as set out in enabling legislation. Each program
is a centre of government operatlons and, in the budgetary process, g
represents a precise area of political, executlve and managerial 31gnificance"
This is not, of course, Very helpful.. Perhaps the best general way to ‘describe
a program is to think in terms of the Government deciding the composition of
government spendlng as a whole by laying out in front of them the items they
are going to weigh and select, The items would be programs. In practice, one
must explain by examples, The estimates for the 1964/65 fiscal year were
‘presented after a large consolldatlon of votes. With some exceptions, these
consolidations were into programs, €e.g. the Northern Program in Indian and
Northern Affairs; Marine Services in Transport; Medical Treatment Service
in DVA; Research in Agriculture, and the like, These, in effect, are the
prime or main divisions of the total government program within which
specific objectives are- "established and pursued within both short and long
term periods. If funds and personnel can be grouped into these programs,
‘then we will be making a start toward the Glassco recommendation that all
cost elements of indlvidual programs be consolidated. : .

It is apparent, however, that such items are necessarily - ,
large - too large to be understood or managsd effectively on this level alone.
Remember, that the idea is to dlrect%% relate  requirements for resources, "

with the programs and objectives o ividual departments. To be useful,
' programs must be further sub-divided and this must be undertaken that the
results will meet two tests. Thls subd1v151on must:

(a) - identify clearly the respons1billty a551gned to each manager o
for carrying out hls share of the program, and : o

" (b) identify the real purpose or nature of the activities maklng
' up the program rather than the nature of the expenditure
(objects of expendlture). ~ . .

[ eee 7
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Plann igg
.0 " If managers at all levels-are to be held accountable, it is |

obv1oue that .what they are to-be accountable for must be known to’ them,

and to their superiors and subordinatess ' A statement of the objectives ,

and goals they are.expected t6 strive for must te prepared in wrltlng L
GBiin as preclse terms as posszble. ' Lo

[

PRV

Too often planning has been an adjunct to the financial
estimates process; at best, carried out after the level of. euailable
resources has been determined or, at worst, not related at all. As,
the new policies of financial management are “implemented throughout
the Government, the operational plans of departments will be developed
“and approved prior to the annual estimates rev1ew and form the basis
for this review.?* : N L ‘ ) e

The stress must be on operational plans. We must become.
more concérned ‘with what we are trying t0 achleve. Plannlng of this ’
kind mist necessarlly ‘e & prime respon51b111ty of operating management.
Experiences in the last five to ten years have convinced us that there
is insufficient flexibility open to Ministers to alter, in any significant
fashion, the-size or ‘composition of federal spending when viewed.in the
context- of a 51ngle4year. Greater attention is being devoted to longer term
forecasts, 1The new Treasury Board "Program Review and Estimates Manual"
outlines the steps which’ departments are expected to follow in the revised,
two-phased cycle. The' foreward says this: . ,

o

"The Manual is de31gned to obtain from agencies of the federal

government their submlss1ons for the two-stage annual budget

review: the"program review’ in the 'sprifng from which Estimsdtes

targets ~ the allocation of resources among Departments — will -
””“"be derived, and-the Estimates review in the winter, from' which

.the alldocation of resources within Departments will be confirmed ,

and the Estimates proper compiled for presentation to Parliament "

The planning process is ascontimuous one, becoming progressively
more detailed as one moves from- .the distant future.to the immediate resource
requirements of,the next - flscal year. -Once a long-term plan for a program has
been developed and accepted, responslble line.managers must develop precise
estimates of their requlrements, in terms of the personnel, facilities and
funds needed to meet ‘the approved obJectlves and.goals, - In short, they must
prepare budgets for the operatlons of the units for which they:are responsible,
The process of budget preperatlon begins at the lowest level of budget
responsibility and becomes progressively consolidated as it pyramids upwards
through the program. ’Budgets .prepared in this fashion will be composed not
of a list of items to be paid for,.but of the cost of objectives to be .~ -
accomplished. The sum, of these budgets will become, in fact the department's
estimates subm1331on. S Lt i s

*
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- Financial Control ‘ S ';wv;

. As an organization grows. larger, it becomes increasingly difficult
for top management to keep in close personal touch with the many and varied
activities of the undertaking. It is. _.necessary for many duties and. .o #
respons1bilities to be delegated to lower:; levels, even though top management
continues t6 assume final responsibility. The control that is imposed, should.
' be designed to protect this ultimate responsibility without jeopardizing
the obgectives of top. management in delegating authority.

In keeping with the basic themes of our concept of financial
_Ymanagementg the objectives of financial control should bex .. = I

1. To achieve a high degree of responsiveness to local conditions © .
" and the flexibility to adjust to changing conditions and un-, .
foreseen. developmente within approved programs;

26 ‘to simplify administration generally and to reduce paperwork
and delay by delegatlng authority for decisions to the loweet i
possible level' L o T Lk _.k

3. to place respon51bility at the level where control is most .
7 -effective and- on officers who can be held accountable for results,

i

_E.( to foster a greater sense of financial responsibility and an '
" awareness of the financlal implications of management decisions.
at the local level,

5. to encourage ‘active participation by senior program personnel
in the financial management of. their programs, and :

| 6;1 to provide an environment that will encourage and assist managers
to make the most effective use of the’ resources placed at their
dlsposal. i . :

The" princ1pal method ‘of - instituting this kind of control

will be through:the delegation of authority to incur ‘expenditures within
approved budgets. 1In the past, the term "financial control" has usually
‘been used to refer to the custody and’ management of funds. In a ‘system
of program budgeting, approved budgets are really only the expression in |
dollars and cents of authorized programs. By controlling budgets, management
-is, in fact, controlling the progress of operational programs toward approved
and specified objectives and goals. -

S

Once given an approved budget a manager should be given the -
greatest possible freedom to spend within it., Control should be achieved -

by monitoring performance and not by restricting freedom to act., . The means
of monitoring a performance is the reporting system, which’ we'll discuss in a
moment. ,

Clearly, managers will seldom be given unrestricted authority to
spend up to the limit of their budgets. Hestrictions for political or other
reasons will continue -~ for example, the Contract Regulations or certain
personnel regulations. But for whatever the reason, restrictigns should

001039
/ see 9



Document disclosed under the Access to Information Act -
Document divulgué en-vertu de la Loi sur I'accés a l'information

be imposed gly where superior levels of management consciously intend .,
to substitute their own Judgement for that of their subordinates.

Tt is importent,wI thlnk, for each of you ‘to appreciate the_“ we,
significance of this espect of ;the new pollcleso One of the. really -
1mportant merits of the system 1s this anlicit shift in emphasis. - It )
was perhaps natural that in the past when spendlng plans of departments
_ were expressed only in, the fors. of. standard objects, Treasury Board :
should’, conclude the control on this basis, which was by itself insufficient -
hence came the elaborate sets of detailed, adnunistratlve regulations that ..
prevented departments from do:Lnb th1n7s that in the subjective judgements _'
of the Board and ;its- staff were inlmical to the prlorities of public S
llfeo . . ) RS - e, -

Y i
. s -
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Delegation of . Authority o - - R e

In promulgatlng their new policies, the Treasury Board have -
stated in effect that senior public servants are to be trusted. They
are saying that if departments -can demonstrate that they really kmow
what they are, doing, the Board w1ll rely on two things: -

(a) A system of post audit, 1.e. reports on performance after L
the event, and | ... ., o . PR R

AN ‘L-t."’ . '.,,.‘ « e

‘ (b) a system of control that says..'you have so much money to e
“’,;ﬁjgl T *spend for approved plans, spend it wisely'. N
o ’ The’énd»effect'of “this new policy will be of particular
relevance to finance officers. .There will be a heavy shift of
responsibility away . from administrative divisions to substantive divisions.
This will take a good deal .of “time, - since it so’often involves a radical.
changse in att:l.tude° ,When such ideas were. first advanced, the instinctive L
reaction of many. admlnistrative personnel was concern that the line officer
could not be trusted. Interestingly enough, many line officers also . .~ [,
e disagreed malntalnlng that their role was not one of management. . . . e
L These reactions were, natural. Admlnlstrative officers have, 5;
over the years, seen many instances ih which their own departmental. _—
colleagues have acted  in ways that appear to be irresponsible. Pereonalky,

I believe that to expect otherwise, in an environment that was predicated

on the. assumption that substantive personnel were irresponsible, is to -
expect too much. Secondly, I think we must face the fact that, like it . ..
or nhot, the officers Who are placed in charge of the substamtive work of any
department.are the only ones who can really know the administrative
1mpllcatlons of: thelr work. ~ N o

s As I mentioned before, delegation of authority cannot be
abdlcation by senior management. The Government  cannot simply dismantle

/ L X 10
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the administrative regulations which protect thé Government. Something’

must be put in its place‘which will enable management to control their

operations. The essence of continuing control lies in reporting systems.

- Reports should be prepared for each manager and provide him with information
which will show clearly his performance against budget plans. Budget reports,
which should be prepared promptly at the end of each accounting period, would
be accompanied by explanations of 31gn1f1cant developments, deviations from -
the planned budget for the month, etc., and include statistical workload and

- operational information, as well as-the standards and criteria used for the’

_ particular operation being undertaken. These reports should start with the

lowest management level and become progressively consolidated as they o

pyramid upward to the deputy-minister. Since any deviation ‘from the'plan-

" at the lowest level is automatically reflected in the flow of reports upward,
there should develop a positive incentive to corrective action throughout the

whole organization, - -

Accounting Systeme‘

£

If these reports, which dre the key to the whole control process, -
are to be of any use, they obviously must contain data ‘on what hds transpired.
The principal source of this data is the ‘accounting system. A good accounting
system has two underlying objectives: first, it must provide managers with )
the information they need to account for thelr performance. Since management
- is generally organized on a h1erarchical basis, accounting should be designed
so each level in this hierarchy can report to the next level., Second, accounting
must provide managers with the data they need to "manage", i.e., to live within
their budgets- and measure thelr performance agalnst prev1ously establlshed
targets. . .

Ba31c to the. development of the accounting system are the accounting
codes, the "w1ring—network" ‘of the accounting records systém. 'Beginning '
in the current year, substantial changes in the Government's coding system
. have been introduced. A coding block has been devised with "fields" which will
enable departments to code their accounts from many points of view, Fields
have been provided which will permit the Government to meet its respon81b111t1es
for the Public Accounts, i.e. which will permit the recording of data by
departuments by parliamentary votes ‘and by standard obJects. Fields have also
been provided to meet the managerlal needs of departments in identifying :
responsibility and activity. And finally, fields have ‘been provided to meet
the needs of the National Accounts by 1dent1fy1ng economic objects of
expenditure so that an analysis of the 1mpact of federal spending on the
economy can be undertakeno o

Another aspect of the accountlng system of interest to you is the
‘question of commitment accounting. The existing system of centralized
commitment control, whereby the recorded total of ‘funds in an appropriation
is progressively reduced by the estimated amount of each actual or potential
liability (e.g., purchase order or other contract, etc. ) even though cash
payment is not immediately required, clearly ensures agalnst over=-
expenditure of the approprlatlono

/ eee 11
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There are, of course, certain other and und351rable consequences.
When ‘several offlcers have authority to. ‘spend out of one, budgetary allocation,
centralized commitment control to prevent ovérspending tends to increase '
the likelihood of funds lapsing. Officers can reserve funds to .meet their
own specific anticipated requirements by. establishing commltments, thus tying .
up funds, .perhaps unnecessarily. Since a history of lapsing funds draws
attention to the quality of the estimetlng, the tendency .is to avoid lapsing _
by strong central control which in any large operation is inimicel to good
mmmgmmm. ) ) §$__ - i e e o

-
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The adoptlon of the system outllned, whereby funds w1ll be 9' .
allocated on a respon51b111ty basis to lower levels of management should
obviate the need for the cumbersome and unduly complex systems of record
keeping that are now required. Under a developed system of ‘budgetary’ control
each responsible manager will have immediately available the most up~to~date
and simple record he will ever need — a file of open purchase requisitions.
When the manager certifies to the goods or services have been received, he
will have the information required to clear his open file.

" As you know, the Glassco Commission recamnmended flatly that
departments adopt accrual accounting in their departmental systems. Our }
subsequerit examinations have led us to modify this recommendation. Undoubtedly,
the information provided by accrual accounting is more meaningful to managers '
of any undertaking where there are delays between the payment and consumption
of goods and services or between the earning and receipt of revenues. In
operations where these delays are comparatlvely brief, adequate information
will be available from the budget control system, partlcularly when
significant stores operations are financed by revolving funds. It has been

 generally concluded that the information available to many departments would
not be significantly improved by the 1ntroduct10n of 1ndustr1al accrual ’
accounting’ systemso» . .

Internal Control and Audit -

-The changes I have outlined w1ll obv1ously require certaln
controls designed to assure departmental management that itsresponsibilities
are belng carried out adequately, properly and efflciently

: ' The most important of these controls is the ba31c system of
authorization, checking and recording procedures within the department. The
divisions of duties will be such that the work of one person will be in
agreement with the work of another.

Another important form of control will be proyided by the
process of program budgeting itself - under which actual expenditures will
be compared with budget month—by-month and 51gn1flcant variations explained,

/.;.12

001042




Document disclosed under the Access to Information Act -
Document divulgué en.vertu de la Loi sur I'accés a l'information

€e g

- 12 -

_ The third'requlred element of control will be'prov1ded by an -
" internal audlting unit and program set up within departments.

. - It is intended that the scope of departmental auditing be’ broad

- rather than narrow, that is, that it should be designed to review and ’
.appraise all activities in the light of departmental and governmental
'standards, procedures and regulations. This operational audit, as it is
called, assesses the effectiveness of programs, the utilization of manpower
and other resources, and departmental procedures generally. Departmental
auditors will, of course, continue to review the reliability of accounting
‘documents and the physical protection of assets, but now their scope will be
much greater. Employment as a member of a department's auditing staff should,
of course, prov1de very valuable tralnlng ,
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EXTERNAL AFFAIRS

AFFAIRES 'EXTE§IEURES

10 Under-Sécretary of State for External Affa.:.rs s . ‘ SECURITY, Unclassified
Ottawa, ' “ N
- oATE Sentember 8, 1967.

gt?M_ Office. of the ngh Conmu.ss:.oner for Canada, NUMBER:

REFERENCE London. ' ' Noméro Thld .
- Référence . your telegra.m Rh26h Augubt 22 and our telegram — = pppr—
. L6621, September 7, . - OTTAWA ‘
SUBJECT ~ ' ' g /= /
Suiet .. Outpu’o Budgetlng Study of Bntlsh External Relations, MISSION
ENCLOSURES — '
Annexes . .
1 N : : We attach a copy of CAS Occas:.onal Paper Number h
DISTRIBUTION ent:Ltled "Output Budgetlng and the Contribution of Micro Economics

»to Efflc:.ency in Governmenﬁ" prepared by Alan-Williams, which you
may flnd useful as’ supplement:x.ng -the 1ni‘omat:|.on contained in our

telegram under reference‘
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