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Mr. RA. Matthews (c.T.9.)
Mr, A. Keohner (T.5.) CONFIDENTIAL

X WM. Agnes, scons December 16, 1968
Secretary, .

FROM Working Committee for Mnancial Management DATE

Do Implementation. NUMBER
REFERENCE 

Numéro
Référence World Comittee for the Implementation of FILE DOSSIER

the Woods, Gordon Report. OTTAWA
SUBJECT . S- | - |
Sviet MISSION

\-—

ENCLOSURES

gener Please find attached, copies of the Mimites of the Meetings of

November 8 and December 3, 1968 of the Working Committee, You will see from
DISTRIBUTION

Ext. 407D/Bil.

(Admin. Services Div.)

receive as they are issued.

page 4, paragraph 17, that a resolution was passed inviting you to attend the

mectings of the Committee aa often as possible, ‘Your name has been added to

the distribution list of minutes, papers and agenda which you will now

WW. M. AGNES

Yo
Working Committee fox

Finaneial Management Implementation.
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Annexes

DISTRIBUTION

(Admin, Services Div.)

We have been developing detailed plans for the implementation of
the recomnendaticns of the Woods Gordon report, Among other things, we are
prepering a small pamphlet to be distributed to all officers summarizing
the recommendations of the Woods Gordon report and the changes which woe

expect to see made in departmental operations in the next year or two. Ye
are developing plans for a series of brief seminars which would be conducted

by Mr. Bennett or Mr, O'Toole at our posts abroad beginning early in February.
The scheme involves, for example, having Mr. Bennett accompanied, if possible,
by the head of the appropriate Area Division, visit a suitable post, such as
Djakarta, for a period of about 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 adjacent missions, followed by some three days of detailed

‘raining for the administrative officers from these same posts. The process
would be repeated until, hopefully, ald our missions are familiar with the
plans and requirements of the new system.

Qe We intend to develop budgets for each post in the next few months, —

and beginning on April 1st 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 switch over to the new control pattern, Next summer, posts will be
expected to prepare theix estimates for 1970-71 in the manner recommonded in
the Woods Gordon report.

36 It is of great importance to the successful implementation of this

new system to have all of our officers recognize the need to devote a good

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 therefore considered ways of transmitting this

sense of importanse to our people and believe that one of the more effective

technigues would be the production of a brief film. What we have in mind is
a film of about 20 minutes! duration in which you vould participate with me

and perhaps one or two other officers in a discussion about the present

system of administration and the proposed new system, which we will be

4mplementing. The film could be sent to all our posts prior to the seminars
to be condueted by Messrs. Bennett and O'Toole,

/ eoed
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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 am sorry that it will take this long but apparentiy our con-
tacts in the Film Board indicate that it takes about half a day to
get approximately 20-30 minutes of acceptable film), The Film Board
would arrange for a studio here in Ottawa where the discussion could
be taped on video for subsequent editing and the production of the filn.

Naturally, we will have prepared a proper script for the filming. We

would hope that the filming could take place shortly after your return
from London, i.¢. during the week of January 20th.

5. May I have your views, please?

JOHN STARNES

John Starnes
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{.H. Bennett, sul = Dagember 16, 1968
Director-General,

FROM Mnance & Administration Branch. DATE
De

REFERENCE

Référence

Administrative Staff. ing 196970 FILE DOSSIER
SUBJECT

Sujet

NUMBER

Numéro

orrawa on j _ '

MISSION

{
ENCLOSURES

Annexes

DISTRIBUTION

Ext. 407D/Bil.

(Admin. Services Div.)

As you lmow, Mr. Offoole and I are about to begin in earnest the

implementation of the Woods Gordon recommendations. Beginning about the

first of Februsry, we will be visiting our posts to explain in detail what
will be required of them starting next April and, in pearticuler, next summer

re the preparation of the 1960+71 Estimates, I meat say I am concerned about

the capability of our posts to mect what we will be expecting of them, I am
sure you feel the same way in connection with the administration of collective
agreements, I believe, therefore, that we should undertake a careful assesie
ment of our needs for administrative staff, I know we are faced with severe

limite on our budget but the need for administrative officers at each post is ,
surely a high priority iten.

26 Probably the least difficult matter is my own office, As you know,
I will need four Area Comptrollers to implement and later to direct the new
system of financiel management. While the Area Gomptrollers should be at the
AST or ASB level, I have agreed to function temporarily with two of the four
arawn from junior AS grades. So 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 January and that the fourth, a junior, would be in piace no later than
April 15, I have asked Mr. O'Toole to prepare the BOR questionnaire so ve
oan get these positions classified at an early date.

3, These officers will require secretarial support in addition to

Miss Garpenter ond T suggest one additional secretary be posted in February.

I think this would answer our requirements until about September, at which
time a second girl will probably be needed,

he 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 ganeral agreemont in the Department that they are nueded,

regardless of the Woods Gordon recommendations, The implementation of responei-
bility accounting is bound to create some additional administrative workloud at

posta, no matter how small, and more importantly, will magnify the importance
of training and experience in financial management - a criteria that argues

against casting FS0s in the administrative role. I understand there are some
20 vacant administrative officer positions abroad.

/ oee2
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5. On the clerical side, Z am not aware of the number of vacant
positions, However, I do imow that a muber of administrative officers

are having real difficulty in carrying out their present duties due to a

shortage of clerical steff + both lecal and Canadian. In some cases this

situation 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. J.M. Church in Accra = I don't think we should

allow this kind of thing to go by default and I can't help wondering how many
others think this way, but haven't written.

6. Would it make sense to begin our examination of these problems by

reviewing the following pertinent information:

(a) Unfilled administrative officer positions abroad.

(b) Unfilled clerical positions abroad.

(c) Number of administrative officers and clerks available for cut-
posting during, say, calendar 1969.

(a) Number of administrative officers and clerks due for in«posting

during the same period.

7, This review will show us the sige of the gap 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 recruitment

put also such things as?

(a) the need for miltiple administrative officers at some of the larger
posts;

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

(c} the posting of senior clerical personnel to fi11 vacant administrative
officer positions with perhaps the promise of promotion after some

period of probation;

{a) the reclassification of some experienced stenographers as clerks.

8. T 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 matter

of its effect on morale and particularly its effect on people's reactions to

administrative changes of the kind being contemplated by our Branches. When
I go abroad to start training people in financial management, I fully expect

to be prested with the claim that the old system was fine if there had been
staff available to run it. Unless we ean jointly produce some answers in

the next few weeks, I could well be booed right out of such conferences.

T. eH. DEN NEST?

T.H, Bennett,

Director-General,

Finance & Administration Branch.
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Director-General, DATE ne » 1968
FROM Finance & Administration Branch,
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REFERENCE

Référence

SUBJECT

Sujet

Possible Production of a Film OTTAWA

NUMBER

Numéro

FILE Linfu} DOSSIER

A : ,

7
MISSION

ENCLOSURES

Annexes

DISTRIBUTION

Mr, 0 Toole

Ext. 407D/Bil.

(Admin. Services Div.)

You will recall that I spoke to you last week, inquiring about

ithe possibility of having a short film produced which would serve as a
training aid in connection with the implementation of the Woods Gordon
recommendations on Financial Management in the Department, This wili con=
firm our interest in pursuing this matter. While we have not 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 senior officers of the Department discussing the present

practices followed by the Department in the area of financial administration,

a our plans for implementation of the recommendations contained in the
oods Gordon Report. We would hope to achieve a spontaneous and unrehearsed
ffect in this film, which may present some difficulties. I would welcome
the advice of an expert in this regard but the best course might be to film
longer session and edit the result down to a 20-minute film.

. While I have not yet discussed this with the Under-Secretary,
I would hope that we would be ready to prepare such a film by, say, the

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

. Mr, O'Toole and I are developing plans for the conduct of seminars
the field. Yor example, the notion is to select a post with suitable con-

erence facilities and gather together five or six neighbouring Heads of Post
d their administrative officers, The Headsof Post would spend perhaps a

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

dministrative officers remaining for a further 3-day period for instructions
the detail of budget preparation and control. We intend to undertake a

ary run" here in Ottawa early in January and begin our tours of the missions
broad about the ist of February running through until June, by which time
nil posts will have been covered,

/ e002
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Ae I would be grateful if someone in your Division could discuss
this with the most appropriate agency, I assume the National Film Board,

to obtain their advice regarding the technical aspects of the film and
the costs 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 absence, you might get in touch with Mr. O'Toole.

7. A. BENGALS, .

T.H, Bennett,

Director+General,

Finance & Administration Brench.
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to Head of U.S.A. Division. / secuny UNCLASSIE

curité

L.J. O'Toole, D ver |

FROM Assistant to Director-General, DATE ecember |
De Finance & Administration Branch, NUMBER
REFERENCE Numéro’
Référence

FILE

SUBJECT Financial Management Seminar ———
Sujet

ENCLOSURES ;

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 program for implementing the changese

2. The thought is to bring together the Heads and Administrative
Mr. W.H. 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.N. Div. )

Mr. T.H.

Bennett

Ext. 407A/Bil.

approach and the role of the Head of Post. Heads of Post would then be re-

leased and the session would continue with Administrative Officers 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.

36° We had believed origitally that all U.S.A. posts and NY(PERMIS)
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, “=

4e 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?

Se 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.

Lads O'Toole,
Assistant to Director~General,

Finance & Administration Branch.
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oo As youImow, we plan to hold saxinars for personnel abroad a
, te train then in the concepte of financial managesent being introduced
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in the newareten. leade ‘of Post will be released atthis point tet |
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wid.ch the details sf forme end procedures wits. he reviewed.

3e - It appenre that one soxinar will be required inthe United.
States, possihiy in NewYork or Chicago, in the week beginning June 23,
1969. The posts involved will be ‘ashington, PEIMISNY, CONGEEHY, Boston,.
Grieago, Los Angeles, Hew Grleans, San Francisco emi Seattle. oS

he - Nay we bave your adviee an the euitshility of the locstions and
thepropcest date? We are anxious, whenever possible, to combine our .
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Mr, GG, Riddell,

To Head of African and Middle Bastern Division.
LJ. O'Toole,

Assistant to Director~General,
De Finance & Administration Branch.
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DISTRIBUTION

Mr. J.&.

Halstead

(Buropean Div.)

Mr, TH.

Bennett

Ext. 407D/BilL

(Admin. Services Div.)

As you know, we wil] be holding training seminars for personnel

abroad to explain the concepts of financial management being introduced in

the Department and the program for implementing the changes.

20 It is plamed to bring tegether the Heads and Administrative
Officers of a group of posts in some suitable location, Beginning on a

Monday morning, one or onc and a half days would be devoted to explaining

the general conceptual approach and the role of the Head of Fost. Heads

of Post would be released no later than Tuesday noon and the session would

continue with Administrative Officers only, covering the detailed procedures

of the new syatem end ending Thursday.

3e It is proposed to hold seminars at Ankara, Nairobi and Tunis to
include the follewing groups of postsat

Ankara Nairobi Tunis
Beirut Dar-es~Salaam lagos
Athens Addis Ababa Daker

Tehran Pretoria Accra

Nicosia Cairo Yaounde
Tel Aviv Kinshasa

he Property Management Division have advised us that adequate
conference facilities are available at the three posts propesed and also

at Gairo and lagos. We solicit your adviee, and Mr. Halstead's, on the

groupings proposed and on the lecations for the seminars.

5. Our tentative plan is to hold these seminars over three weeks

in April, 1969. Are you or Mr, Halstead aware of any serious conflict with

known travel, leave or posting plans at that time?

/ seek
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be We further hope that wherever possible our seminars can be
combined with a visit to the area by the Head of Division concerned, 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.

Lod. O'Toole,

Assistant. to Director-General,

Finance & Administration Branch,
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Mr. JG. Halstead,
Head of European Division.

TO UNCIASSTFIED
A Lode O'Toole, SECURITY

Assistant te Director-(leneral, Séeorit December 5, 1968
ROR Finence & Administration Branch. DATE

De NUMBER
REFERENCE Numéro

Financial Management Seminar —— DOSSIER

Sviet F-y-/)
Fe

ENCLOSURES

Annexes As you know, wo plan to hold seminare for personnel abroad to
train them in the concepts ef financial management being introduced and to

discuss with them the implementation of the changes,

DISTRIBUTION | 2e 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 a half at most would be devoted to explaining the general background principles

(Comwith 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, cover~

Mr. WH. ing the details ef forms and procedures.

Barton

(U.N. Dive) 36 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
Stoeckhoin Homburg Belgrade
Helsinkd Marseille Prague
Copenhagen Bordeaux Warsaw
Dublin Berne Moscow
The Hague Geneva .

Brussels Madrid
Lisbon

he We are advised that conference facilities are also adequate at

Ext. 4070/BiL

(Admin. Services Div.) _

Brussels, Bonn and Lisbon, May we have your advice on the suitability of

the locations and of the proposed groupings?

/ seed
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ye are thinking of making this tour in May 1969
.

5e ht the moment, gible, to combine our seminars with a
However, we are anxious, whereve

r pos 
|

visit by the Head of Division concerned, We would then engage your support
and participation in the opening sessions of the seminars

 Pleage let me know your
rnatives that would eliow us to coordinate be

tter

with your oun travel plans.

L.J. O'TOOLE

Lid. OMfoole
Assistant to Director+General,
Finance & Administration Branch.
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EXTERNAL AFFAIRS AFFAIRES EXTERIEURES \

Mr, P.A. Bridle, eee
latin American Division. UNCLASSIFZED

SECURITY

L.J. O'Toole, Sécurité
Assistant to Director-General, oaTe December 5, 1968
Finance & Administration Branch.

NUMBER

Numéro

Winancial Management Seminars FILE DOSSIER
OTTAWA

Ss cs 7 /
MISSION

| 2
ENCLOSURES

Annexes

DISTRIBUTION

Mr. DM.
Cornett

(Comwith Div.)

Mr,

T.H, Bennett

Ext. 4070/Bil.

(Admin. Services Div.}

Ap you know, we will be holding training seminars for personnel
abroad to explain the concepts of financial management being introduced in
the Department and the program for implementing the changes.

2. One session could be held at Kingston and would include as well
Mexico City, San José, Havana, Port-au-Prince, Santo Domingo, Port of Spain
and Georgetown. A second at Rio would include Garanae, Bogote, Quito, Lima,
Santiago, Buenos Aires and Montevideo.

36 All Heads of Fost and Administrative Officers would meet on 4&
| Monday morning. The first day would be devoted to the general conceptual
approach and to the role of the Head of Post. Heads of Post would be re«
eased Monday night or Tuesday noon at the latest. The session would cone

tinue with Administrative Officers only wntil Thursday night, covering the

detailed procedures of the new systen,.

he It is tentatively planned to hold the Kingston and Rio seminars

4n March 1969, I would appreciate advice from you and Mr. Cornett on this
timing; whether it conflicts seriously with known travel, leave or posting

plans in the posts affected; also on the suggested locations for neebings
and on the makeup of the respective groups.

5. It ia our further hope that wherever possible we can time our

seminars to coincide with a visit by the Head of Division to area posts.

We would then engage his support and participation, particularly for the

opening sessions of the seminar. Therefore, if you or Mr, Gornett have

such plans we would be happy to coordinate with you.

Ld. O'TCSLE

Ld. Offoole,

Assistant. to Director-General,

Finance & Administration Branch,
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L.d. O'feole, Secretary DATE December 4, 1968
FROM

De NUMBER

REFERENCE Numéro
Référence

Agenda for Meeting, December 16 ue DOSSIER

sumecr Bmp ey
MISSION

/2-
ENCLOSURES

Annexes 
,

Mr, Starnes has scheduled a meeting for Monday, December 16 at
11.00 aem. in his office.

DISTRIBUTION

Messrst 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 instruct 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 proposed:

oH. tta low 1. Minutes of the meeting of Geteber 31, 1968,

Be hee 2. Proceedings of the Working Committee.
oA. ,F 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.) Jatter contain a list of the projects under way or planned,
together with target dates,

3. Goding and Financisl Reporting,

These activities have consumed considerable time during

the past month, Since they are only touched on in the

Working Comittee minutes, a paper is attached outlining the

otatus.

4. Basic Issues,

Responsibility Accounting as simply a set of mechanical

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 discussion,

/ seek
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The deliberations of the Committee on these issues should

provide a framework for decisions in a number of areas including:

(a) Extent and nature of top 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, etc, of F80s,

(@) uture role of administrative support divisions and
their relationship to the program organization.

(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 possibile

approach will be described and the Committee wil] be asked to

assess its value.

6 Other Business.

L.J, O'TOOLE

Lod. O'Toole
Secretary,

Implementation Gommittee for

Financial Management,
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CONFIDENTIAL

December 3, 1968

WORKING COMMITTEE FOR FINANCIAL MANAGEMENT IMPLEMENTATION

The Working Committee for the implementation of the Woods,

Gordon recommendations met for the second time on November 29, 1968.

Present were?

Mr, L, O'Toole - in the chair

Mr. T.H. Bannett
Mr. R. Gregson

Mr. B. Warren

Mr, David Wilson

Mr, L. Parent

Mr. L. Vail

Mr. W.M. Agnes _ « Secretary

Exeused 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 meeting 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 out 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 implenentation of the Reports

recomendations

3. Mr, Bennett reviewed his memorandum and 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

' pesponsibllity accounting and related procedures which were rather more

restricted than Program Planning 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 inte account the general

nature of the Department in 9 responsibility accounting structure. In any

event, these discussions with the Board staff should in no way constitute

an impediment to the implementation program or to the work of the Committee,

/ one 2
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he About pre-audit, Mr. Bennett said that he foresaw no change in
responsibility 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 like 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 concessions. 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, Wilson who wondered about personnel
dimplications, 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.0. 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
some 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 invaluable not only for day«to«day control operations but.
also for the quick assessment of the financial implications of verious

demands or proposals affecting various classes of personnel and their

dependents. This 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 Department would have to continue to operate within its
budget with the help of simple, internal control systems. The Committee

agreed that the problem had been recognized but that it was somewhat

outside its terms of reference.

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

Vail and Mr. Warren and it was felt that elarification 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 con~

cern that it might again be necessary to support the Program Review with costing

estimates in addition to the actual estimates procedure. Mr, 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 element. It is simply the consideration of a budget as the
reflection of interests and needs in broad outline and in general terms,
This shonld take 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

/ o003 000929
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effect of the Program Review was to establish departmental ceilings for

_ manpower and expenditures » 1e¢. of turning the Program Review into an
estimate exercise. This is not desirable and to avoid it a new procedure
will be devised to ensure that Review and Estimates 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. -

9. As for Estimates, one single vote will finance the Departmental
Program which will be broken down into its five components (Policy Formulation/
Coordination; Birect Program Costs; Foreign Representations; Administration;
Membership in International Organizations). In terms of Program Budgeting, the
relationship between Canada and a foreign country or an international organiza-
tion will be the basic package. Estimates will therefore be etructured and

examined on the same basis, relating expenditures to Program Review decisions.

Project Scheduling for the first period of Implementation

20. Mr, O'Toole called attention to the list attached to the agenda
and emphasized the importance of preparing 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 (1.e. before
April 1, 1969) and it was essential that tasks and responsibilities be assigned
without delay to administrative divisions or te individueais. It was also

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 affected or become obsolete and ask the
responsible authority to review them and eventually make the necessary amend=
ments.

il. The first four items on the project list were in hand end projects
would be tabled shortly for the Committee's advice or appreval.

12. Training Materia]. Some redrafting of the initial project is in
progress. Jt was agreed thet the booklet should be in the form of a review
of the Woods, Gordon Report presenting the new system of financial management

to departmental personnel, While the presentation should be appealing and
emphasize the positive aspects of the Report, 1% 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, Gordon recommendations

are still open te 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 criticisms should be welcome as they evidence: interest

in the proposals and could be invaluable as contributions from qualified and
experienced personnel,

| week
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13. These were to be used for the determination of initial budgets

as well as for the revision of budgets during the fiscal year. They should

therefore be designed to help post management to produce complete and accurate

estimates and to provide the necessary framework which would make it easy to

review budgets at reguler intervals. It was agreed 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. _

iA. The question arose at this point as to whether forms and guidelines
should be ready for use for training and seminar purposes. Jt 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 | O Estimates to Reporting Object Stru e

15. The Chairman reminded the Committee that the 1969-70 Estimates

would have to be converted to a reporting object structure so that they

could be used for the preparation of the new financial returns during the

next fiseal year. It was not too soon te assess the difficulties involved
arid 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
mechanical 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 Ottawa,
various difficulties about formats and procedures would have to be reconeiled

to everyone's satisfaction. While agreement had been reached about the

coding bieck, the post cash control record format presented some difficulties.

fhe 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 typewritten for better
clarity and legibility, ea 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 usual typewritten ones.

Other Business 2

17. Mr, O'Toole proposed, and itwasagreed, that Mr, Matthews
(CTO) and Mr. Keehner (TB staff) should be invited to attend the meetings

of the Gommittee as often as possible.

18. The meeting adjourned at 13.45 hours.

nan

Seeretary Chairman
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le 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 _ 7
for posts abroad. Jan. 15/69

4- Develop Estimates forms and guide for use by posts in theix -
submissions for 1970-71. Dec. 20/68

5, liaison with Data Centre regarding production of Budget
Reports. Dec. 20/68

&

as required

thereafter.

6. Development of telecommunications requirements for transe
mission of month-end information to ¢.D.C,. Feb. 18/69

7. Supplementary Budget Report format and distribution. Dees 20/68

8 Revision of code structure end 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. Mer, 1/69

10. Develop economic lifetime scales for the administration of
equipment and furniture repair expenditures » together ;

with replace vs. repair policies, Feb. 1/69

il. 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 eatalogue

series, Apr. 1969
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coping ‘AND FINANCIAL REPORTING

It will be evident to the members that in fiscal 1969-70 -
the Department has to operate, in effect, two systems of financial .

reporting. On the one hand, the existing "spending divisions" will
. gontinue 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

yun 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 er ten spending divisions of the existing
system.

- Expenditure data must be brought together in two quite — |
different ways to serve these two purposes. The basic means of bringing !
various expenditures together in groupings is the coding system, The va

coding system for 1969-70 has thus had to be re-designed to accommodate | ; roy
the two kinds of groupings needed for financial reports. gS

This is a building block for the whole accounting eyatem Ff X
and we had planned to deal with it early 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 financial

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 resolving
‘these problems.

. The framework that we » have now developed is transitional but
. St should provide most of the data needed: for both the transitiensl and
t the new atyle reports . 7 Dw Ke yo
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7 Finance & Administration Brench/TTK Ov Toole fic

December 2, 1968

Mr. Bow attended the first meeting of. the Implementation Committee .
on. very short notice. Since then, he has read the. Woods, Gordon report in
detail and has recorded his reactions. He has placed beneath the microscope

several issues that mist be of deep concern to this Committee as implementation

begins and throughout the process. - With his permission, some of ir. » Bowls

2.

3.

comments are quoted below.

Regarding what ‘ig missing 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 finaricial 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 eachspecific — os

expenditure that such suspicion is unwarranted. Unless this. negative. 4
outlook - which in many instances has become an obsession — can be’ an

eliminated and the essential element of human Antegrity can be incorporated,
I do not think any new system of. financial management can be implemented

successfully, (And you will agree, I am sure, that there is not much
_ profit in delegating more authority to employees who are 489 intimidated

or too frustrated to use it effectively.)

"Because the human. factor is a very minor - consideration in the ‘report,
I cannot offer mich detailed evidence in support of this. criticisn. -

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 activities. 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
expenditures may be maintained through bureaucratic devices."

Regarding what the report might have said; ~ a

“What I believe is required isa 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 disservice; 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

: if 2002
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expenditures. Is would, of course, 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 throygh 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;

"IT 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 and 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 functions’ for which they were. established."
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WORKING COMMITTEE FOR FINANCIAL MANAGEMENT IMPLEMENTATION

Proposed List of Projects and Tentative Completion Dates for

the First Period of Implementation

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 forms ane guide for use by posts in their

submissions for 1970-71.

Liaison with Data Centre regarding production of Budget
Repar ts.

a

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 classifications affecting equipment and

furniture 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.

Feb. 15/69

Dec, 20/68

Jan. 30/69

Mar. 1/69

Feb, 5)

Feb. 1/69

Apr. 1969
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WORKING COMMITTEE FOR- FINANCIAL MANAGEMENT IMPLEMENTATION

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

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 forms and guide for use by posts in their

submissions for 1970~71.

Liaison with Data Centre regarding production 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. classifications affecting equipment and

furniture 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

Feb. 1/69

Feb, 1/69

Apr e 1969
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The following list of ré¢omméndations of the Royal ee DD.

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

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

modified form the new wording is indicated below the original.

With this list, 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 maintained,
the accounting records necessary to meet their requirements.

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

Modified wording:

Approval in 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. - .

VOLUME 1 - REPORT NO. 3

PERSONNEL MANAGEMENT —

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

VOLUME 2 ~ REPORT NO. 5

_ _REAL PROPERTY
Consideration be given to 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. |

: a,
REGISTERED IN AUTH. IRITEX |

& REFERRED FOR ACTION TO:

O¥M |

COPIES REFERRED FOR_INFO 
wees 2

TO: CHIEF TREASURY OFMCER .

In. Meera, Sm Bersecrit.

Da Ter Sm Cok ,

Gu Srothesr C1 PA. |

Receivad fram T. p29 oF
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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 Royal Canadian Air

Force in the formating 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 parliamentary 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 Gazetteand all small orders. (say under $1,000 for Ottawa delivery) continu
to be printed within government facilities, without tender, up to
a 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 parliamentary 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 Gazetteand sufficient other printing requirements of the departments and
agencies of government to balance the production facilities of theCanadian Government Printing Bureau, continue to be printed in the
most economic manner. 

,

eecee 3
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The full costs of the above work be recovered from the

appropriations of Parliament and the several departments,
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.

Costs applicable to the printing 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 common 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.

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 1T.B. 667239,
April 6, 1967.

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 defined by
I.B. 667239, April 6, 1967, shall be deposited to the credit of
the Receiver General of Canada (Department of Public Printing
and Stationery).

The Queen's Publisher be made responsible for procuring all
print required by Parliament or by any department or agency of
government, where responsibility is not otherwise specifically
allocated. .

Modified wording: .

The Queen's Printer be made responsible for procuring all print
required by Parliament or by any department or agency of govern-
ment, where responsibility is not otherwise specifically allocated.

coon, 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.

Modified wording:

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 co-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 plans 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.

_ MOLUME. 4 - REPORT NO. 20

DEPARTMENT OF NATIONAL DEFENCE

Consideration be given to the compulsory retirement policy
of the Services and the possibility of creating employment
opportunities within the public service for Service personnel
retiring at early ages.

000941
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VOLUME 4 - REPORT NO. 22

NORTHERN AFFAIRS

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

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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DISTRIBUTION

Mr e de K,

Starnes

Ext. 407D/Bil

(Admin. Services Div.}

_ The statement which you approved for presentation to the House
of the Standing Committes, prior to cur meeting with them on Tuesday noxt,

48 being reproduced in English and French and should be ready by noon on
Monday.

2. I am attaching a book of information about the Department, which

was prepared by Finance Division egainst our appearance next Tuesday. As

you can see, it is intended as a compendium of information to be used in

response 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 avall-~

able certain information. Most of these are included in the book as

follows

1.

2.

Gilassification « p. 90.

Collective Bargaining « not yet available.

A "status report" is. being prepared and should be

available this afternoon.

3e

he

Se

Ganadians assigned to international organizations - p. 105.

The Cultural Program = p, 21.

The Information Program — p. 31.

(You asked for samples of publications and catalogues.
These are being collected and will be available Monday

norning).«

6, The Gapital Program = p, 157.

Te

8.

The Military Assistance Program = pp. 8389.

Greek/Turkey Defence Support - p. 31.

J 002
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Financial Control ~ not yet available.

I will do a piece for you this afternoon,

Inspection Service — p. 83.

Recruiting = p. 96.

(Posters, notices and pamphlets are being collected
and will be available on Monday).

Gontributions to International 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. Fi. BENNETT

Director-General,

Finance & Administration Branch,
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Treasury Board Seminar on Systems Analysis in PPB OTTAWA 7,
SUBJECT 5—- _ |
Sujet :

MISSION )

ENCLOSURES

Annexes

Due to Mr. Bennett's absence, I attended in hie place the session for

he week of November 18. Since I kmow that you are considering whether to attend
ig Seminar, I pase on a brief description and a few comments.

DISTRIBUTION " .

The Seminar laste a full week although much of Friday afternoon is
xpendable. Each day*s session runs from 8:30 a.m. -to 5 pome and there is usually
smali amount of reading or other homework for the evenings, The daily sessions
e rather nicely balanced between lectures, small group discussion. and case analysis.

4. The class numbers about 25 people and, in owr case, included one |
ssistant Deputy Minister and perhaps twelve Branch Directors. The remaining

articipants were an assortment of Assistant Directors, Planning Unit Heads,
i representatives of various specialized agencies. ‘

The weck's schedule went approximately as follows: Monday was devoted

an overall exposition of the concept of PPB and ite application in the Govern-
ent. A 1S5=minute introduction by a Treasury Board representative started the day.

left immediately end two consultants from Kates Peat Marwick tock 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 break Friday,
which time Mr. Gerald Fisch, one of the partners of Kates Peat Marwick, appeared
the scene to lead an openended discussion. This began on the subject of Systems
lysis but very rapidly returned to the larger subject of PPB and continued in
8 vein after lunch.

Before commenting, it is useful to clarify some of the terminology
+ is 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-
mt functions from planning and analysis of alternatives through operation and
ntrol. Systems Analysis is a subset within PPB, focussing on the definition of
puts and outputs and the analysis of alternatives. Finally, Cost Benefit Analysis -

2 turn a subset of Systems Analysis « just one of the tools for analysing
ernavives.

| woe.
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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 technique and its application in the Government environment, Its
various elements such as Cost Benefit Analysis were well deseribed and we had the
opportunity te 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 its 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
classmates. 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 mich for PPB; gave too little credit to "capable management" as
carried on at presents and created a highly mechanistic image of the manager's

role under PPB.

8. This partial failure mst be laid at the door of our instructors.
They were undoubted experts in Systems Analysis but probably without any claim
to expertise in management generally, Arthur Mathewson had different instructors

on his Seminar and found little fault with their handling of PPB. Moreover, the
discussion with Fisch produced better reactions due to his broader gauge approach

and greater depth of experience.

Je All in all, the course was useful to me and the faults may be

nonrecurring.

LJ. O'TOOLE

L.J. O'foole,

Assistant to Director-General,

Finance & Administration Branch.
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All Members of the Working Oommittes ~~ RESTRICTED

x ‘ secuRTY
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WM. Agnes, November 27, 1968
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De 

NOMBER

Ritierce ‘Vorleing Comittee for Financial Management Implementation:
Agenda for the Meeting of November 29, 1968.. Pee ROSSIER

sae 7 soln/
MISSION

la—
ENCLOSURES

Annexes

1

DISTRIBUTION

Chairman

Messrs?

DsBe Wilson

J, Sinclair

B. Warren

L, Vail

A.J. Matheson

L. Parent

“R. Qregaon

C. Lavigne

Ext. 407D/BiI.

{Admin. Services Div.}

The segond meeting of the Working Committee for Implementation
of the Recommendations of the Woods, Gorden Report will be held on November

295 1968 at 10130 awm. in Mr. Offoole'fsa office,

Re

Committee 1

{a)

(b)

(e)

(a)

(e)

(f)

The following items are proposed for the consideration of the

Minutes of the meeting of November 8, 1968;

Communication of November 19, 1968 from Mr. T.H. Bennett to the
Chairman, concerning the reservations of the Treasury Board about

the implementation of the Report's reaommendations. (A copy of
this paper was circulated last week to membors of the Committee);

Program Reviews 1970-71: clarification of its timing and purpose;

Project Scheduling for the first period of Implementation
(see attached paper);

Proposed slate of reporting objects with reference to planning,

reporting and controlling at posts abroad;

Other business.

W. M. AGALS,

WM. Agnes

Secretary.
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Develop format and procedure for Post Cash Control Record.

Review requirements for standardizing 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 sub-
missions for 1970«71.

Liaison with Data Centre regarding production of the Budget Reports.

Development of telecommmications requirenents for transmission of

montheend information to CDC,

Supplementary Budget Report format and distribution,

Revision of code structure and manual for fiscal 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
ment and furniture repair expenditures, together with replace ys.

repair policy.

Develop climatic classifications affecting equipment and furniture

repairs,

Develop seales of issue for specific classes of materiel and review _

requirements for standard item catalogue series,
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DISTRIBUTION
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D.B. Wilson

J, Sinclair
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L, Vail

A.J. Matheson

L. Parent

R. Gregson

CG. lavigne

W.M. Agnes

JK, Starnes

(for info.)

(Admin. Services Div.)

c

I note that, in its first meting, your Committee discussed the
reservations expressed by the Board staff in reply to our submission to them,
I believe it ia useful for the Committee members to be aware of the Board's »
position and of the current status of our discussions with then, Would you

therefore commmicate this summary to your associates,

2. In a letter dated October 24, the Assistant Seerstary of the Board

"agreed with and supported most of the main features. of the report* subject to
reservations on a number of points as followe

i.

2

30

The consultants made a number of comments concerning the
applicability of program budgeting to the Department of

External Affairs to which the Board takes exception, To
the extent that these views may have affected the con

sultants! recommendations, the Board is hesitant to extend

a full approval of the recommendations.

The Board points out thet, difficult as it may be, the
Department mist soon define an activity structure within

its program, Therefore, they question the advisability.

of proeeeding with. implementation of the financial manage«
ment syste until the activity structure is firm,

With respect to the Program Review procedure recommondsd,
the Board feels that a greater degree of direction should

some from top management in order to avoid the production

by posts of resource demands that are totally out of

keeping with departmental priorities,

Attention is draw also to the pending delegation to the

Department of the pre-andit responsibility of the Comptroller

of the Treasury. This might affect the eonsultents! state~

ment that no significant accounting systems will be required

in the Department.

/ seek
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Finally, the Board would like to see an afalysis made in
cost-benefit terms, even if only approximate, of some of
the individual measures of implementation.

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 continuing. I will summarize the present
position on the five points listed above.

/

i.

2e

Ze

Ae

The applicability of PPB was specifically excluded from the
consultants! terms of reference, They undoubtedly felt that

some comments would nevertheless be helpful by placing the
‘responsibility accounting recommendations more in context.
Aside from this, however, all the comments are gratuitous,

not necessarily representative of the Department's opinion,
ang indeed, mostly irrelevant as regards the financial
management system 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

enbodied in the new system.

The Department is hard at work, in cooperation with the Board,

at devising suitable activity definitions, Some measure of

agreement is already in sight. In my opinion, the kind of
activity 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 activity structure and

when it is complete, review its reporting and system implica~

tions as a separate exercise.

The Department is esrrying on its ow review of what the

Program Review procedure should be. It may be that the

consultants! 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 acceptable procedure,

The delegation of preeaudit 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 deseribed in
the Report and deal with preeandit developments as they
arise. The latter, it seems to me, would create added

requirements rather than a change in existing systems.
a Tn fe me commen neta

5e Regarding cost-benefit analysis, it would be in our own
interest to apply this framework wherever possible in
selecting from a range of alternatives,

/ ceed

000950



Document disclosed under the Access to information Act -

Document divulgué en vertu de la Loi sur I'accés @ l'information

~3-

4e As I said earlier, discussions are continuing on the issues
still outstanding. I will endeavour to keep your Committee members

advised of any agreements thut affect their work. Meanwhile, T can only

reiterate the wish of the Implementation Committee that the work proceed

as quickly as possible and my own opinion that nothing in the letter from

Treasury Board need cause delay in the work of implementation.

T.H. BENNETT

THe Bennett,

Director-General,
Finance & Administration Branch.
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Burther to the discussion on the above subject which took
place on November 15 in your office, the purpose of this memorandum is

to clarify the schedule which should be followed in introducing reporting

Mr, B. Warren objects in departmental financial reporter

(Fi
wD.) (a)

DISTRIBUTION

On, Apr: 269: Introduction of the list of reporting objects

grouping various dine objects but still patterned on the standard
object atructure, Throughout the fiscal year 1969~70, i.e,

during the initial period of implementation of the Woods, Gordon

Mr, J CoE. recommendations, posts abroad would thus become familiar with
lavigne reporting objects, their numbers, headings and contents, and would

use them in the preparation of monthly post accounts (new format).

Divisions at headquarters would still be able te identify expendi-

tures by standard and line objects, according to their needs for

control purposes,

(b) Qn.Apra3 i, 1970: After consultation with posta abroad (which

should take plees towards the end of 1969 or early in 1970)

revision of the distribution of line objects betwoen reporting

objects to incorporate:

(a) changes which will be necessary to meet the requirements
of the new financial management systems

(it) changes which the posts themselves may wish to be made;

(114) chenges which may have been found desirable at headquarters
- ag a result of the study of financial returns (accounts,

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

/ oe0k
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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 number

of the reporting objects.

(c) On Aprit ls 197): After consultation and review with all
concerned (at the end of 1970 or beginning of 1971) introduction
of the final list of reporting objects.
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TRICTED

November 14, 1968.

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

bys

The meeting was called to

The meeting was attended

L. O'Toole - in the chair

R. Gregson

D.B. Wilson

d « Sinclair

B. Warren
L. Vail

» Awd. Matheson

L. Parent

C. Lavigne
WM, Agnes

(second half only)
Secretary

order at 10.40 hours.

© of the ementation ¢ t .

260 Mr. O'Toole indicated that the Implementation Committee

composed of's

Me. J.K. Starnes ~ Assistant Under-Secretary (Administration)
Chairman .

Mr. T.H, Bennett ~ Director-General, Finance & Administration

Branch,

Mr. FM. 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'foole - Assistant to Director-General,

Finance & Administration Branch.

Secretary

/ so02
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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. In particular, the
Implementation Committee

(a)

(b)

- {e)

(a)

Be

approved the membership of the Working Gommittee as suggested 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
Implementation Committee suggested the inclusion of Mr. Agnes to

provide an input of practical financial management experience in

the field. The terms of reference of the Working Committee ware

adopted as outlined in the Report, The Implementation Comnittee

stressed that the Working Committee should make every effort to

achieve speedy implementation of the financial management recom

mendations and to bring te its attention any impediment which

might tend to delay the program;

recognized that while mech study, clarification and additional

work remained 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 recommendations, or that

they had not grasped theix full implication through lack of

imowledge 5

directed that close contact should be maintained during the

implementation program with ali those interested and that details

and procedures be developed in consultation with all those who

will be affected by them. Tho Implementation Committee further dir ected
that in case of unresolved differences with line managers, the recon

mendations of the Report should be re-examined in an effort to find

solutions -acceptable to all concerned, Liaison with the Treasury

Board Secretariat, who has expressed some resefvations in a recent

letter, would be maintained by Mr. Bennett and Mr. O'Tooles

approved the tentative implementation schedule and urged that the
Working Committee and al] interested parties strive to meet the

target dates as set out in the memorandum of October 30, 1968

fapkeched -to Agenda of Working Committee meeting of November 8,
1968).

During the question period which followed, Mr, Matheson questioned
My. O'Toole about ‘the reservations of the Treasury Board Secretariat and asked

that the Board's letter be circulated to interested officers for their informa»

tion.

4s Mr. O'Toole pointed out that following receipt of the Board's
letter, which was in reply to the departmental submission about implementation
of the Woods, Gordon Report recommendations, meetings with Treasury Board

officers had taken place te clarify some of the points and to discuss the

/ oaed
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Board's reservations. These reservations have to do primarily with the
implenentation of fulleseale program budgeting in the Department, with

the necessity for defining an activity structure, reparting of. performance,

etc., 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. O'Toole felt
that Mr. Bennett might want to advise the Committees later of the current |
positions taken by the Department and the Board staff rather than circulating
the original Board letter. In general, good progress had been made in these
exchanges and it was expected that differences would be resolved.

56 Tt was agreed that until these matters are cleared up divisions
ghould avoid being drawn into discussions of points of principle and policy
by Treasury Board officers who should be asked te direct their conments or
questions to Mr. Bennett.

Gordon Report

6. Mr. Sincleiy 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 area divisions, particularly regarding the new role assigned
+o them as managers.

7. Mr, O'Toole noted that there had been very little response so
far from posts abroad even though comments had been invited. There was no
reason, however, to believe that reaction might be unfavourable. The

second tour of posts undertaken by the study team had been for the purpose
of testing the basic proposals on heads of post and other officers abroad.
Many of the recommendations made in the Report reflected the comments of
heads of post and of their officers about isolation, lack of coordination
and guidance, administrative delays and difficulties, The Woods, Gordon
Report had therefore proposed a new role for the area divisions which would
be required to participate extensively in the Program Review and planning
discussions. Mr. O'Toole pointed owt that area divisions may have been
afraid of the increased administrative role and burden which previous
studies would have placed upon them, The Woods, Gordon Report was probably
more acceptable as, in focussing on the overriding importance of manpower
planning properly related to program advancement, it assigned a more satis-

factory staff planning role to area divisions and specifically removed from
them administrative responsibilities which will continue to be centered in
administrative support divisions. It is understood that this approach made
the Report more acceptable to officers at the more senior levels.

the Working Schedule

8. Mr, G'foole then asked for comments on the proposed working
schedule as outlined in his memorandum of October 30, 1968 te the
Implementation Goumittes, The following pointe emerged during the dis» /
cussion of the paragraph devoted to local staff:

/ e004
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No problem is anticipated regarding local staff, Mr, Wilgon
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 by April ly
1969 some of the authority now vested in the Deputy Head and for
which no further authority is necessary. Mr, Gregson 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 agreed that:

(a)

(b)

mC)

(a)

(e)

(f)

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 year3

the new post account format should be developed immediately from
the one proposed in the Report, subject to modifications to be

submitted by interested parties;

Mr. Lavigne and Mr. Warren will also review the slates of reporting
objects ‘for posts abroad and for each spending division at head»
quarters. Mr, Warren 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 financial 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 year;

when the financial management program is Sully implemented, it might
be sufficient to produce the Budget Rept 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 report and other financial returns, which must be lmown 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. Mr, O'Toole indicated that a booklet outlining the background

and philosophy of the proposed financial management system was in

preparation and that material for training seminar purposes would also be

developed. Both the tooklet and the seminar papers would be referred te
the Implementation Gommittee who wished to review them and to the Working

Gomnittee for their information and comments,
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Next Meeting

il. It was agreed that the next mesting would take Place in
approximately two weeks but that a firm date would be chosen later,

12, The meeting adjourned at 12,50 hours,

‘4W. M. AGNES LJ. OTCOLEri

Secretary Chairman
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To Mr. T. H. Be ! » Director-General SECURITY .A Finance Ay, vireo Sécurité classified
rreom e©sdMirjw. Douglas R. Wilson, Head DATE November 7, 1968
De Property Management Division NUMBER

Numéro
REFERENCE UNN
Référence 1, Finance Division letter November 1, 1968 aE SOSSIER

2. C6. T. 0. letter dated October 23, 1968 OTTAWA
SUBJECT . guelpon/
Sujet Deposit of revenue derived from basic shares MISSION

of rent 7

ENCLOSURES

With regard to the referenced letter from Mr.

| Matheson in which 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 year's budget for your information.

ee The following tabulation indicates the total

rental budget, External Affairs share and that of other

departments. The rental share for other pba thiioneraat can

be broken down further if required.

. io owe 5 tar <Fiscal | Total Chancery J ‘i = os Depts.year. rent External a share share .
68/69 = $1,937,800 $1,472,000 $1465 4000

69/70 2 h6.5550 1,780,700 683 850

Douglas Re Wilson
Head

Property Management Division
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AFFAIRES EXTERIEURES
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A Tho Uhlef Treasury Offieor SECURITY | }

pare | BeRORWOR Ty La6e
FOAM Finoseo Division

°* _ NUMBER
Preece Yeor jottor of Sebebcr 23, 1960 Numéro
eference 

FILE 
DOSSIER

y s » © OTTAWA
suECT Lonenit of Levemss Lorkved fron Gosia Share

of Rant MISSION
ENCLOSURES

Annexes

foonk you for your lobttor auder roforanen pointing

DISTRIBUTION out bhot the 2oooptcont‘!o precont practica of dopooiting §o

GtorF Rolotione!

G& Geopoacsticoa

Lintorios

esBorenont

Ext, 407D/Bil.

(Admin. Services Div.)

tho allorones opsropriotion the bante colores of rant dodustcd

Sean Hoade of Poot fa Lkloeni.

Qe ty aproo that ow promot proetico io isrogulor ond
TO propoco ta diccosbines 4¢ a6 tho ond of tho eurront fLocod
yoor by taking tho felleving action in roperd te our 1969-70
Letarctocr

&) Incort on Printor'o Plate 8 after thor
Poypomnol Geobo® tho rardo (Porh Bosoveroblio}y

b) incor es Printor'o Fhote 2 ofter “Nontalo®
tho tordo (Part Bocovorobio}s

@) Fronofor te Jinndard Gbgoet 1 fron Standard Jbjeet
§ on cooush caudvolont to tho rororss socokiecd

fren Enado of Port. ninco our 1960970 Gotirston
cord avocired on tho baokin that thio rovones road
bo ovadioblo ap Gtondard Objost dy

A) Grod&t Stortard Obgoob $f Reaboko, hth tho Davones
recived fron tho binke ron} choros af forts of
Poot ood freq cthor govorncoat daportconts for
opoes oceusied in Chancorieog

oO) Credit Standerd Gbioct 1 ~ Cther Porsonnc2 Vaote,
vith G2 rovonro cossieed fron tae tooie choros
ef vont of a1. othor doportcontel coploycoo
thobior cocnpyine prdvatoly-lcases ar govornmonte

lcoecd negencedntions

A, J. MATHESON

Firaneo Diviotone
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Mr. B t, Director-General, securnty UNCLASSIFIED
Finance d Administration Branch. Sécurité

DATE November 1, 1968.

NUMBER

Numéro

Finance Division

C.T.O.'s letter to you of October 23, 1968.
Référence

FILE DOSSIER

. OTTAWA

susect Deposit of Revenue Derived from Basic Shares
Sujet of Rent. MISSION |

ENCLOSURES

Annexes

ode You asked for my comments on the attached letter

DISTRIBUTION
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

Ext. 407A/Bil.

(Admin. Services Div.)

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. oo

2. For all other departmental employees abroad occupy-

ing privately-leased or government-leased accommodation, the

rents are paid from Standard Object 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

oeed
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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-
Mates:

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

b) Insert on Printerts Plate 2 after "Rentals" the words
. (Part Recoverable) ;

e) 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

TRE ASURY OFFICE—EXTERNAL AFFAIRS-PRIVY COUNCIL-THE SENATE

DEPARTMENT OF FINANCE BUREAU DU TRESOR—AFF AIRES EXTERIEURES-CONSEIL PRIVE-LE SENAT
MINISTERE DES FINANCES

OUR FILE NO.

NOTRE DOSSIER

Ottawa, Ontario

October 23, 1968 E-5
H-1

Mr. T.H. tt

Director General 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 allotment.

As you are aware, the accommodations provided for Heads of Posts
are either Government owned or leased. écordingly, funds for the
operating expenses or rentals are provided in the. other applicable

allotments. ; ; oe

Accordingly, it is suggested that the present yote-netbing practice por Nhl
“is illegal and accommodation charges being levied against Heads of “we ok .
Posts should be credited to revenue as are(other rental deductions 7 er i

. Le

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.

Cin
R.H. Matthews

Chief Treasury Officer
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FROM D.B. Wilson, “Staff Relations & Compensation Division \yaeee
Numéro

REFERENCE

Référence FILE DOSSIER

. OTTAWA

SUBJECT Heads of Posts ~ Charges for Accommodation

Sujet
ly MISSION

e

ca

ENCLOSURES withAnnexes 
Th

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 other rental deductions. I should like to make a few

c.T.0. observations.

Mr. Tovell Qe 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

Be 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.

he . 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?
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Working Committee for Financial Management Implementation RESTR
yo SECURITY

led. OtToole, curité

FROM Assistant to Director-General, DATE Novem 5, 1968
De Finance & Administration Branch, NUMBER

REFERENCE Numéro
Référence

FILE . DOSSIER

Agenda for November 8, 10:30 a.m : | | OTTAWA

ae ” | g-/-!|
MISSION

. | |
ENCLOSURES

Annexes

1 The formal agenda for owt 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 and ingenuity 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

(Admin. Services Div.)

basic recommendations accepted, In their first meeting, the Implementation
Committee made this clear ~ while pointing out thet reservations do exist
with regard to specific details of the proposals and instructing our
Committee to resolve these as they arise during inplenentation,

Be Thus, we should plan to discuss

. (a) the resulta of the Implementation Committee meeting;

{b) our general workplan for. implenentation and our de~
tailed work schedule and staffing plans for the

immediate future;

{c) frequency and format of Working Committee meetings,

he In connection with item (b), I attach a paper for your
consideration, It was considered in a general way by the Implementation
Committee although they understood that it was only tentative and had not

yet been discussed or approved by the Working Committee.

L.J. O'TOOLE

L.d, O'Toole,

Assistant to Director~General,

Finance & Administration Branch,
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Mr, J.K. Starnes

SECURITY

L.J. O'Toole, Sécurité
Assistant to Director-General,

UNCLASSIFIED

: DATEFROM t Finance & Administration Branch, NUMBER

REFERENCE * Implementation Committee for Financial Management Numéro
Référence , ee SOSuER

Minutes of Meeting, October 31, 1968 OTTAWASUBJECT 4 _ / - /Sujet 
d

MISSION

6
ENCLOSUIRES

Annexes

~ DISTRIBUTION

Ext. 407D/BiL

cea

(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.

L.J. O'TOOLE

LJ. O'Toole,
Assistant to Director-General,

Finance & Administration Branch,

000966



le.

Re

Document disclosed under the Access to Information Act -

Finan ce & Admini strat jon ‘Br ani ch/ies. dipege sa YE tid? Loi sur l'accés @ l'information

LASS IFIED

November 4, 1968.

IMPLEMENTATION COMMITTEE FOR FINANCIAL MANAGEMENT

Minutes of Meeting, October 31, 1968

Present: Mr, J. Starnes

Mr, M. Bow

Mr, FM. Tovell

Mr, T.H. Bennett .

Hr, A, de W. Mathewson Head of Grtol Pama
Mr. L. O'Toole

Membership

Mr. Keith, Head of the Inspection Service, has agreed to

serve on the Committee but was unable to be in the city for
the meeting, Mr. Starnes is endeavouring to select another
officer with program responsibilities whose experience would

be appropriate to the Committee's work and whose duties would
permit him to become a member, There was some general dis»

eussion of what other potential members could contribute to
the Committee's deliberations,

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

ent of eter’

Motion Adopted: 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

which would contain all formal motions adopted

by the Committee and any specific portions of discussions

that members request be placed on record,

/ 002
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3. Gommittes Terms of Reference

Motion Adopted: That the members are generally satisfied
with the role deseribed for this Committee

on page 149 (f£f.) of the Woods Gordon report «
subject to future experience, the rate of progress

of implementation and the problems that develop.

4e Alternate Chairman

Motion Adopted: That Mr. T.H, Bennett be the Alternate Chairman
and that he convene meetings as required and

otherwise act in the absence of Mr, Starnes,

5. Working Committee

Motion Adopted: That a Working Committee be formed as proposed

in the Woods Gordon report and that its member=

ship be:

Mr. L. O'Toole = as Chairman

Mr. D,. Wilson - Staff Relations & Compensation Div.

Mr. 3 Sinclair « Personnel Planning & Development Div.

Mr. A.J. Matheson + Finance Div.

Mr. B, Warren ~- Finance Dive

Mr. L. Vail - Materiel Management Div.

Mr. L. Parent - 0, &M, Unit

Mr. R. Gregson Senior Auditor

Mr. WM. Agnes
or alternate - as Secretary

Motion Adopted: That the Working Committee's terms of reference

be as described for it on page 154 (ff.) of the

Woods Gordon report subject, however, to future

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 inpediments

which are found to exist, or which arise later,

that would tend to materially delay implementation.

/ eood
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6. Review of the Woods Gordon Recommendations

Motion Adopted: (a)

(b)

(ec)

(a)

(ec)

That the Committee is satisfied that the

reviews and discussions that led to approval

in principle by the Under«Seeretary resulted

in a consensus among interested departmental

officials that the proposed financial manage~

ment system is generally feasible and desirable,

That, notwithstanding this general agreement,

there are many officials who have reservations

about various detaiis of the proposed system

and many who have not fully appreciated the

implications of implementing such a system.

That the Working Committee should proceed to

develop detailed procedural recommendations

for the proposed system but always in

consultation with officials who are affected,

and where serious reservations éxist on a

point, to re-examine the consultants!

recommendation or refer it to this Committee.

That the Working Committee is instructed to

develop a comprehensive program ef training

and indoctrination so that the senior and

middic management at headquarters, the Heads

of Post and all administrative officers will

be given a clear understanding of the proposals,

of the implementation plans, and of the changes

that are implied in their individual responsi~

bilities.

That the reservations of Treasury Board staff

are noted and Messrs. Bennett and O'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 seek the Board's cooperation in the speedy

‘implementation of some mutually satisfactory

version of these recommendations.

7. dJAmplementation 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 Committee

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

spending authority toe posts abroad.

/ eved
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8. Future Meetings

Motion Adopted: That, unless earlier mectings are required, |
Motion ° the Committee will meet on the following schedule:

Thursday, November 28

Thursday, January 4

Thursday, February 1

Seeretary Chairman
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Mr. J. Starnes UNCLASSIFIED

e SECURITY
L.d, 0 *Toole, curité an

Finance & Administration Branch, pre CO RODER 30, 1968
FROM

De

wercrene Implementation Committee for Financial Management = NUMBER
ENCE

Référence

; FILE DOSSIER

Agenda for Meeting, October 3ist. OTTAWA
SUBJECT 

—f, ~ [Sujet ses

MISSION.

£2
ENCLOSURES

Annexos 1, Appointment of e 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 description of all of the main positions that

are discussed on each issue or it might simply reflect the formal

motions that were adopted on each issue.

Proposed: That Mr. LJ. O'foole be designated as Secretary te this

Committee,

Proposed: That Mr. O'Toole circulate an agenda, together with any

appropriate supporting material, to each member of the

Committee a few days prior to meetings, That the record

of meetings contain only the formal motions adopted by

the Committee except where a member specifically requests

that some portion of a discussion be placed on record,

2. Committee Termsof Reference

- Page 149 of the Woods Gordon report outlines a role for this

Committes. 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 satisfied with the role described

for it in the Woods Gordon report.

/ weed
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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 Alternate Chairman

to act in the absence of Mr. Starnes and possibly also

alternate members who could attend in the absence of the

regular members,

Proposed: That Mr. T.H. Bennett be designated as Alternate

Chairman to convene meetings and otherwise act in

the absence of Mr, Starnes.

On page 147 of the Woods Gordon report there is a proposal

for a working sub-conmittee and its suggested membership. The

role of the Working Committee, as envisaged by the consultants,

is deseribed starting on page 154.

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

Mr. Le O'Toole « as Chairman

Mr. D, Wilson « Staff Relations & Compensation Division

Mr. J, Sinclair - Personnel Planning & Development Division

Mr. A.J. Matheson ~ Finance Division |

Mr, 5, Warren ~ Finance Division

Mr. L, Vail «~ Materiel Management Division

Mr. L. Parent + 0, &M, Unit

Mr. R. Gregson - « 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

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 serious impediments which are found to exist or which

may later arise that would tend to delay implementation.

/ «003
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5. aview of the Wo ion 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 as a whole te arrive at a consensus
as to its general feasibility and desirability and to determine
whether any serious reservations exist on the part of individual
officials of the Department or the Central Agencies,

(2) Reviewing with the Director-General of each administrative
support branch and with each Assistant Under-Secretary the
recommendations that affect his area of responsibility and

any problems ° that are likely to be encountered in implementing
then.

(3) Recommending te the Under-Secretary the acceptance or otherwise
of the proposed plan and any major devistions from the

: recommendations contained in the report.

Since last May, the report has been widely circulated in

the Department and to the Central Agencies, It has been given formal

acceptance in principle by the Under-Secretary and has been generally
agreed to by Treasury 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 igplementation 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
cussion in the Department on the general outline

of the proposed financial management system and

that all officials having an interest are in

general agreement with it;

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

additional study at this point;

(¢) that the Working Committee should develop detailed
procedural recommendations for the proposed system

but always in consultation with officials who are

affected and that this Committee should be informed

whenever seriously conflicting views develop.

/ veoh
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implementation Scheduling

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

some target 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 papers that

it urgently requests the Working Committee to

strive to meet the target dates suggested: that

it is particularly anxious that posts abroad

. should be delegated spending authority on as

broad a front as possible at April ist 1969,

we of Mee

The tentative work plen agreed upon suggests that, if it
is to adequately monitor progress, this Committee should meet
at least monthly for the coming period.

Proposed: That the Committee agrees on the follewing schedule

of meetings:

Thursday, November 28

* January 4

" February 1

That meeting dates beyond February Ist will be

decided on the basis of progress to that time, —

iJ. O'TOOLE

Leds O'Toole
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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 must back them up with advice, with coordination and, in some cases, with
staff resources, This memorandum first describes the staffing outlook, then

the areas where work is to be initiated.

Staff

Be In addition to Mr. O'foole, the Finance and Administration
Branch will have the assistance of the Area Comptrollers designate. Mr.
Agnes and Mr. lavigne are on duty now. 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

Area 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 posts.

3. Further full-time participants are being supplied by 0.& M,

Unit. Mr. Clayton is available now and Mr, Simpson can be freed up early
in December. ,

he Staff availability, other than Mr. O'Toole, can be forecast
as follows:

November 3
December 4
Jamary 3
February 5

March 6

/ caer
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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, Committee on the
revision of locally~engaged staff regulations. The decentralization

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
eanmnot occur before April, 1970. Mr. 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.

Accountine and Reporting

6. It is felt that a great many benefits would accrue if

we could implement on April 1, 1969, the new format of post accounting

and coding, the telexed post account and those portions, at least, of

the Budget Report series that relate to post expenses.

7. Budget Reports for headquarters responsibility centres
could be introduced piecemeal 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. Ievigne will devote |

himself 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 asked to help with forms

design, Telecommmications Division with telex reporting routines.
We must rely heavily too on the Data Processing Division of the

Comptroller of the Treasury regarding programming to produce Budget

Reports, The Chief Treasury Officer is ready to advise on eccounting

requirements and to assist where possible,

9. Hopefully, the 1969~70 fiscal year will provide a ary run
of most of the accounting and reporting systems so that they can be de~

bugged and fully operational by April.1, 1970,

perie opert

10. This 1s 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.

/ 0003
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11. I am hopeful that guidelines may be developed sufficiently

by April 1 to permit delegation to the posts of substantial authority in
the area of repairs and upkeep. Policies and guidelines related to

capital acquisitions and major renovation projects will take much longer
to develop.

waind teris

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.

136 Immediately the booklet is put te press, Mr. Agnes will
begin to develop the seminar material ~ which may utilize the same

framework as the booklet - fleshed out with details, examples, problems
for discussion and with draft versions of the new forms being developed.

lhe These projects are regarded as vitally important from a

training standpoint as well as for “public relations", I will be working

closely with Mr. Agnes throughout and helping with the drafting as much

as possible. We also hope to have the help of Training Section in the
presentational 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,

assembled 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

sterting January 13. Necessary modifications would be made and the first
series of seminars abroad should start about January 31.

16. Some eleven or twelve seminars abroad will involve ali
posts and should be conducted by two-man teams from Ottawa in the course
of four three-week tours, At present, we visualize a four-day seminar -

the first day to include Heads of Post or other senior FS0's, the remain~

ing three days to include administrative officers only.

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

ogram Ret timates

18. Program Review submissions are to be ealled 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 during November. By February, Area Divisions should be getting
started on first stage reviews of post submissions and members of our group
will get involved and provide support analogous to what Area Comptrollers

will provide in the future,

| aseh
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198 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 mst be finalized before the seminars begin So

that staff can be instructed in the new routine,

20. Mr, Agnes has a wealth of experience in thie area and
it is hoped that he will be free for several weeks in December to
block out the main lines of a format and procedure, I would undertake

to complete these projects with the cooperation of Finance Division
during January.

ale 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 portion

of the estimates.

226 November 22 + Draft Financial Management bocklet to printer.

December 2 = Booklet printed.

~ Program Review format and procedure completed,

December 27 ~ First paste-up of seminar material approved.

~ Estimates format blocked out. |

January 13 ~ First seminar in Ottawa.

February 3 = First seminar abroad.

February 28 ~ Repair and upkeep guidelines developed.
Begin preparation of instructions to posts

for decentralized control.

~ Accounting and coding manuais first drafts

ready fer review,

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

+ New authorities announced for repair and upkeep

expenditures.

~ Computer Division of Comptroller of the Treasury

begins recording all data for dual reporting

formats.

/ 009
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August 1 ~ Area Comptréllers begin Estimates review.

April 1,. .

1976 ~ Full accounting and reporting system operational.

~ Full delegation of authority except for specific

areas such as acquisition of certain capital

items.

L.J. O'TOOLE

Leds O'fcole
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Annexes

DISTRIBUTION

(Admin. Services Div.)

Inventory Gonversion (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 and that the latter may be impeded by the

conversion program. From what I understand of it, there is no such

necessary connection between the two. The inventory considerations
that are important for financial management are that each post should

have adequate inventory records and that there be a routine for placing

on inventory any local purchases of a 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

financial implementation.

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

2s The suggestion that this Branch should provide a section for this

manual on post administration is definitely premature. The section should be

accurate and comprehensive if it is done at alland, of course, the

implementation program would make the instructions obsolete within 16 months.
We should suggest to U.S.A. Division that they publish the mammal with an

administration section to follow.

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

Be I assume 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 item. However, would I be wrong in thinking that an individual post

would have extreme difficulty in estimating its requirements 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 budget. It would continue to 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 procead to

design budget forms.

/ aeen
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» (Your memo to Messrs, Tovell and
Matheson, October 3, 1968).

he While it seems from our conversations 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

gubstantial benefits from the simple fact of merging the post accounting.

Im one sense, we should think of this project separately from financial

implementation. However, if it were to prové,feasibility of common
letters of credit, common bank accounts, common post accounts, and a

single financiel 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

administrative machine for the service of all departments abroad. I

think we should follow up this pilot project and have it implemented on

as broad a base as possible noxt April 1.

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

5s 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 consultants,
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

compromise either the consultant's profit position or his ultimate

responsibility for the recommendations.

L.J. O'TOOLE

L.J. O'Toole
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I have arrived at some tentative work plans for the next couple

of months which are set out below for your information and comment. For

DISTRIBUTION Messrs. Agnes and Lavigne this will confirm our discussion of October 22,

Rr, Agnes 2- The bulk of the workload in preparing for implementation of

the Woods, Gordon & Gompany recommendations falls into the following

Hr. Lavigne packages:

(Admin. Services Div.)

Training Seminars:

Finance Division: including all of the forms and procedures

for accounting and reporting, telex, transmissions, coding,

ete.

Materiel Management Division: including seales of issue,
eatelogues, economic lifetimes, local procurements, ete.

Personne] Branch: consisting mainly of laying the ground-

work for decentralized management and control of locally-

engaged staff costs.

Llocally- Staff

3. : Based 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

4s Since Hr. Agnes will stand down in January te complete another
assignment, it makes sense for him to undertake 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 contrast to the report itself, would be

/ seer
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required reading for all recipients - laying the foundation for their
later seminar participation. Inmediately the booklet is put to press,
Mr. Agnes will begin to develop the seminar material using the same

framework as the booklet - fleshed out with detail, with examples,
problems for discussion, and with more or less final versions of the
new forms being developed.

5 These projects are regarded as vitally important from a

training standpoint as well as for "public relations", 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 sent to printer,

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

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

December 6: All material to be included in seminar is

identified, assembled, and passed to

Training Section who will prepare the

‘seminar itself.

December 27: First paste-ups of the seminar material reviewed.

Jenuary 13: First seminar in Ottawa.

January 27. or February 3: First seminar abroad.

6. There could be a very useful modification of the above program

on which IT would appreciate your views. By November 29, the booklet would be

printed and the seninar 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 material.

Einence Division

Te There would be immense benefits gained if we could implement
on April 1, 1969, the new post accounting and coding, the telexed post
accounts and major portions of the Budget Report series. The preparation
work for this must be given equal priority with training, Therefore, Mr.
Lavigne 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 0. & M. Unit and from Production Services on forms design, from

/ * 3
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Telecommunications Division on telex reporting routine and from the

Date Processing Division of the Comptroller 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

well in the early stages.

86 While we cannot expect the completion of any substantial
revisions here ag 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,

5. I have asked Mr. Glayton to prepare a 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 Thuraday morning, October 24. I would like you _

to review it after which I would give it to Mr, Vail to form the basis
of a meeting between the three of us on Monday, Gctober 28, either be~
fore or after the Branch meeting that is scheduled.

10, 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. During the next three to four

weeks I will be devoting considerable time to this and I would hope that
agreement can be reached by mid-November.

il. Estimates format and the routine of preparation, particularly
at the posts, must be made more rigorous if it is to form an adequate
basis for decentralized control, Revisions must be in place before the
call for 1970-71 estimates. In fact, the main lines of these revisions
must be finalized before the seminars begin so that ateff can be in-
structed in the new routine. Mr. Agnes, in the light of his experience,
should have a major input te this exercise and in the period from
December 6, when he finishes work on the booklet, to December 31, will

work with Minance Division to block 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 potential heads of post and two

I.G.'s to be posted in 1969 and 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 prepared to designate those
who will be posted in 1969, the requirement would be reduced by about
twoethirds. I will discuss this with Mr, Toveli.

/ sock
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13. If we plan tentatively on 15 seminar sessions abroad and
plan on doing 3 sessions per three week tour, the outlook is for 5
tours. Participants on the financial management side could include

you and me, Mr. Warren and perhaps Mr. Agnes, Generally speaking, it

will not be desirable to have any two absent from Ottawa 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 through 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. os .

nt Conmit tee:

34. |. As soon as possible after Mr. Starnes’ return, we should
ask him to convene the first meeting of the Implementation Committee.
The guts of the agenda would be the consideration 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, etc. 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.

156 I would plan, if designated as Chairman, to convene the.
working committee as quickly as possible after it is formed, | .

16. . T solicit your comments and suggestions.

LJ. O'TOOLE

LJ. O'foole
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Annexes Kickback Scheme on CADG Disposels © S°- B= 7

Mr. Vail's reservations on this scheme concern his ability

DISTRIBUTION to fend off requests from posts for equipment “trade-ins", The post may

argue that the recovery value of the old item helps justify the new
purchases. I suggest that under the new scheme of things this kind of

request would not come to Mr. Vail anyhow. Moreover, the whole question

should become academic with the institution of "lifetime" rules and

‘repair vs. replace" formulae. Based on these two considerations, I
believe the Department should give full support to this concept.

Commissary Gperations Abroad (New Delhi Audit Report)

Re The question that strikes me immediately is « why does the,
Department involve itself at all even to the extent of making an audit?
Does the Department want the responsibility, for le, of under- Lofele Time
writing potential operating losses, devaiuntiens¢s etc.? I doubt it!

This being the case, do we not create the implication of responsibility

by carrying out audits suggesting better procedures, etc.

loud
3. Perhaps what is in order is am-etiewed and unmistakeable
disclaimer by the Department of all responsibility for such operations,
In a helpful vein this might be followed by a move to encourage the

publication of a 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

he This has been brought to mind by Mr. Vall's memorandum
of October 16 to his Section Heads. I think we should nip in the bud

any trend that may be formed te burden the administrative divisions

/ s0e2
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with audit follow-up responsibilities,

Audits are a report to a senior manager on the operationDe
of a field unit for which he is responsible. The report should form the
basis for action by the senior line manager to bring the unit's operations
back into line in areas where they were found to be out of line. I 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 short-term future,
this will continue to be appropriate and very helpful = but surely not

for the indefinite future.

6. Meanwhile, the shortcomings of headquarters divisions
revealed in%&@reports 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.

Ve 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 faster through the medium of a report published

six months laterSand 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 Ottawa and essentially outside of his role as inspector,

LJ. O'Toole

000987
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EXTERNAL AFFAIRS AFFAIRES EXTERIEURES ‘

10 | Ur. Ld. O'Toole UNCLASSIFIED

A Sécurié
J.C.E. Lavigne DATE October 17, 1968

FROA

De 
NUMBER

Numéro vee

REFERENCE mo Be fel
___FILS DOSSIER

SUBJECT OTTAWA F/MANG/ AK

Sujet IMPhLEMENTATI op/ fRoeean
MISSION

ENCLOSURES

Annexes

At our brief meeting Tuesday morning (15th) with Wf, it was

suggested that the assignment of respective areas would probably be delayed

DISTRIBUTION until after the implementation,

2. When reviewing this morning the Departmental Program Review for

Mr. H. Agnes 1968/69, I realized Yet the possible ultimate gain of concentrating “extra

Ext. 407D/Bil.

. Services Div.)

curricular" studies to a specific area for the following reasons:

{a} Program Review.

Become thoroughly familiar with area long range proposals, as

opposed to getting a Benersl over view of the whole departmental

pregran,

{b} Research.

Available time could be devoted te the reviewing of inspection

reports; monthly printouts to become familiar with spending

trends; other reading of files, documents, even publications

of a socio~sconomic-geographic nature for that specific area.

(c} Identity.

This would set the stage to at least meet and identify with

Heads of Post, Administrative Officers, and accounting clerks

proceading to posts in our designated areas.

Similar arrangements could be made fer persons now at posts

and coming to Ottawa for one reason or another. Interview

with employees returning from abroad. Personnel Branch could

arrange this without too mich difficulty, I would expect.
This might also give rise to the establishment of some form of

relationship with substantive divisions locally.

{ eee
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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
Departrnent, area concentration would be particularly useful to me
4n order to obtain the greater amount of required knowledge of an

. area asp opposed to a general acquaintance with all areas, and be

that much more "useful" to my area when the "Woods Gordon" proposal
becomes fully operational.

he For your comments please,

o6G.Ee lavigne

000989
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FROM Director-General, DATE October 9, 1968
De Winance & Administration Branch. NUMBER

REFERENCE . Numéro

Référence

; , - FILE DOSSIER
SUBJECT Draft Notes for a Speech by the Under-Secretary OTTAWA J.

Sujet ; ~ / - /
MISSION

nd

ENCLOSURES

Annexes .

1 As requested, I have reviewed the proposed 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 & beginning
“I would like® and ending with the second paragraph om page 9 "... re=

organization is contiming", the following paragraphs be inserted,

DISTRIBUTION

"The first step taken by the Department after the publication

of the Glasseo Commission report was in 1963 when the firm of Urwick,

Currie, Management Consultants, was engaged and asked to review our

policies and procedures in such areas as Personnel Management,

Materiel and Property Management, Records, etc. In their Pinal

report the consultants made many recommendations, virtually all of

which have now been fully implemented.

The steady growth in the size and complexity of departmental

operations made it increasingly apparent that the organization cf 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 senior levels in the Department

was much too great. The span of control and demands on the time of

Assistant Under~Secretaries were found to be so broad that they were

simply unable to provide all our divisions with sufficient policy

direction, The report recommended, among other things, the intro-

duction of a new level of management botween the Assistant Under-

Secretaries and the divisions - a level comparable to the Branch

atructure common in other departments. This recommendation is being

implemented gradually as time and resources permit. We have, for

example, recently combined some 10 administrative divisions, which
previously reported to one Assistant Under-Secrotary, into three

separate branches each headed by a Director-General.

/ eued
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- 26

“fhe introduction by the Government of new policies in the

field of financial management also led the Department to seek the

assistance last winter of further help from outside management

consultants. Woods, Gordon and Company were engaged to help us
develop a system of responsibility accounting suited to the

peculiar needs of a rotational foreign service. Their report has

peeri 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 financial administration of their missions.

"Finally, we have recently borrowed the services of an

experienced officer from the Personnel Branch of the Treasury Board

to help us determine the most appropriate organization of our

Personnel Branch to cope with the growing complexities of Personnel

Management in an era of collective bargaining.

TAs you can see, if we are not well managed 4t is not for
lack of sufficient study."

26 The foregoing paragraphs are suggestions only and you may

wish to alter them in many ways. Feel free to do so.

3. I note on page 15 that the sentences beginning in line 3

with "consideration is w+." to the end of that paragraph, refers to
considerations of the role to be played by Area Divisions in the

management of missions abroad. This role has been considered, and

on the recommendation of the Woods, Gordon report, rejected. T

suggest, therefore, that this section simply be deleted.

4. If I can be of any further assistance, please tet me
know.

T.H, Bennett,

Director-General,

Finance & Administration Branch.
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MEMORANDUM FOR THE MINISTER S-/-/

Financia) Management fz

in our efforts to implement the policies of Treasury

Board in the area of Financial management, we obtained Board

approval last November for a consulting contract with Woods

Gordon and Company.

2s The consultants’ report has been received and their

recommendations carefully reviewed by the senior officers of the

Department. The Treasury Board staff have been kept informed as

the survey progressed and given copies of the final report.

3. I believe 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,

he 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

He

000992



Director-General, Finance & Admini se rieGi sur l'accés & l'informat

The Honorable the Treasury Board

L’honorable Conseil du Trésor

T.B. Number ~ C.T. N°CANADA . :
External Affairs so 5-1-1 July 26, 1968

Department — Ministére : / File ~ Dossier Date

RM-250

SUBJECT:

PROPOSAL:

COST s

CHARGEABLE TOs

REMARKS :

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

FINANCIAL MANAGEMENT

That approval in principle be granted for the implementation

of the recommendations of Woods Gordon and Company, manage-

ment consultants, concerning the system of financial manage-

ment to be followed by the Department of External Affairs,

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,

Vote il,

le 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).

Woods Gordon and 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 principal features are as

follows:

(a) Each of our posts shouldbe 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,

/ ese

(Sed.) H.B. Robinson
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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 geographical areas, These

area comptrollers, to be responsible tothe 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 lapsings

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. imst be controlled ab
headquarters on a department-wide 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 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 end

would be responsible for ensuring that these budgets

were not overspent.

The classification of accounts would be altered from
the present standard object basis to one thet would

conform to the recommended responsibility structure
which would entail, for Vote 1, five allotments as
follows: ,

le Personnel, administration, to include salaries
‘and allowances, etc. of Canada~based staff which
will be controlled on a department-wide basis,

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

3. Headquarters administration, including all

administrative costs other than personnel, for

all units in Ottawa.

4. Administration abroad, which would be the sum of
all post budgets, agein excluding personnel costs

controlled centrally aboves

T4003
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5. Program direct costs, including those significant

directly related costs of substantive programs such

as the cultural program,

Capital costs. associated with the acquisition of proverty
would continue ‘to be controlled centrally.

The detailed recommendations naturally deal with many
changes related to these proposals, Where the implementation

of these recommendations would require amendments to previous

Treasury Board directives, such amendments would, of course,

be sought by specific suhmissions to the Bard,
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External Affairs _ 5-1-1 C July 26, 1968
Department — Ministére : File ~ Dossier : . Date

RM~250
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SUBJECT : - FINANCIAL MANAGEMENT

PROPOSAL: That approval in principle be granted for the implementation
of the recommendations of Woods Gordon and Company, mznage-
ment consultants, 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.

CHARCEABLE 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 and 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 principal 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.

os 7 | J coed

(Sgd.) H.B. Robinson

P.P. & S, Cat. No. 3600 Rev. 6-65 SO 000996
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Document disclosed under the Access to Information Act - |

Document divulgué en vertu de la Loi sur I'accés & l'information

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 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 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 tst be controlled s

headquarters on a department—wide basise

The Program Review wuld continue to be the princinal
vehicle for long-range planning as well as for a

shorter range determination of manpower requirements ag

a basis for preparing the annual Estimetes, 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 ensuring that these budgets

were not overspent,.

The classification of accounts would be altered from
the present standard object basis to one that would

conform to the recommended responsibility structure
which would entail, for Vote 1; five allotments as
follows: ;

1. Personnel administration, to include salaries

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

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

3. Headquarters administration, including all

administrative costs other than personnel, for
all units in Ottawa.

Ae Administration abroad, which would.be the sum of
all post budgets, again excluding personnel costs
controlled centrally aboves

TS 6083
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j i 104 those significantgram direct costs, including t. fiean

* ey related costs of substantive programs such
as the cultural program.

Capital costs. associated with the acquisition of vroverty
would continue to be controlled centrally.

The detailed recommendations naturally Geal with many tabion
changes related to these proposalse Where the amples nes tion
of these recommendations would require apendnents te previo

Treasury Board directives, such amendments wou ’ Sey

be sought by specific suhmissions to the Burde
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File No: 58lel

duly 29, 1968.

. MIN. NO. re

Copies of the report of Woods Gordon and Company on

financial 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
principle by the Treasury Board for implementation of the proposed changes
ig being sought.

Report on Financia] 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 change 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 authority to our posts and improving our planning for the

resources required to carry 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 implementation as

outlined in the report. It is also expected that Area Gomptrollers will be
appointed this year. .

| e002

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 so
me

amendment as we gain experience in the early years. Your comments and
observations are therefore weleome and should be addressed to Mr. T.H.
Bennett, Director-General, Finance and Administration.

TH. BENNETT

UndersSecretary of State

for External Affairs

001000
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Yn our efforts to implement the policies of Treasury

Board in the area of financial management, we obtained Board

approval last November for a consulting contract with Woods

Gordon and Companys:

Re The consultents' report has been received and their

recomendations carefully reviewed by the senior officers of the

Department. The Treasury Board staff have been kept informed as
_ the survey progressed and given copies of the final report.

> I believe that implementation of these recommendations
Will lead to substantial improvements in the administration of the

Department.

he I am attaching, for your approval and signature, a
submission to Treasury Board seeking approval in principle for

the implementation of these proposals.

5. Attached also is a copy of the Woods Gordon report, for

your information.

UG.
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FINANCIAL MANAGEMENT

That approval in principle be granted for the implementation

of the recommendations of Waods Gordon and Company, manage-
ment consultants, concerning the system of financial manage+
‘ment to be followed by the Department of External Affairs.

Unknown, Initial requirements fer a small increase in

esteblishment were included in the Program Review submission

for 1969~70 at an estimated full-year cost of $70,000.

Vote i. °

i.

2e

During the past two years, ¢areful consideration has

been given to the changes in departmental proredures

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).

Woeds Gordon and 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

te implement fully. It is difficult to summarize the
complete report but the principal features are as

follows ¢

(2) Each of our posts should be considered a
responsibility centre along with thnse 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,

/ seed

Af flbcvas

001002



e?

(b)

(c)

(a)

(e)
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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

financiel 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 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 mist be controlled at

headquarters on a department«wide basis.

The Program Review wuld continue to be the principal

vehicle for long-range planning as well as for a

shorter range determination of manpower requirements as
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 ensuring that these budgets

were not overspent,

The classification of accounts would be altered from
the present standard object basis to one that would
eonform to the recommended responsibility structure
which would entail, for Vote i, five allotments as
follows?

1. Personnel sdministratio . to include salaries
- and allowances, etc. of Canadasbased staff which

will be controlled on a department-wide basis.

2e Sommunications, including telephones, telegraphs,
ete., necessary for the provision of our govern~

ment-wide servi CO,

3. Head s administration, “Ancluding all
administrative costs other than personnel, . for
all units in Ottawa.

4. Administration abroad, which would be the sum of
all post budgets, again exeluding personnel costs
eontrolied centrally above,

/ coed

001003



3e

Document disclosed under the Access to {nformation Act -

Document divulgué en vertu de la Loi sur I'accés @ l'information

§ Program direct costs, ineluding those significant
directly releted costs of substantive programs such
as the cultural program,

Capital costs associated with the acquisition of property

would continue to be controlled centrally.

The detailed recommendations naturally deal with many
changes related to these proposals. Where the, implementation
of these recommendations would require amendments to previous

Treasury Board directives, such amendments would, of courses
be sought by specific submissions to the Boards
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MEMORANDA:

Mr, J.K. Starnes ineiodet

10 Hr. ¥.M. Tovell, Director-General, Personnel Br. secuetry URCLASSI FIED

A Sécurité

T.H. Bennett, DATE July 25, 1968
poe Pirector~General, Finance & Administration Br. wumaer

REFERENCE Numéro
Référence

| , « FILE DOSSIER

SUBJECT Report on Financial Management OTTAWA 1-1

Sve MISSION
Ld.

ENCLOSURES

Annexes . / . :

1 Copies of the Woods Gorden report are being reproduced for

DISTRIBUTION distribution to posts and divisions. They should be ready next week.

Ext. 407D/Bil.

a ol

(Admin. Services Div.)

Assuming that the Senior Committee and the Under-Secretary will approve

the report, I have prepared the attached Circular Document which might

be sent with the copies of the report.

Be | May I have your comments please..

T.H. Bennett,

Director-General y

Finance & Administration Branch.
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co » duly 22, 1968.
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{

Dear Mr. Morley: Lee

Treasury Board has now agreed to my Department's proposal
that a three-year term position be established to provide for an
Assistant to the Director~General, Finance and Administration Branch,

I am attaching, for your information, a copy of our submission to the
Board and a copy of Mr. Cloutier' $ letter of July 1, 1968,

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 our submisston to the Treasury Board. It is our wish
to gain several months experience with an dneunbent before procesding
with the normal classification procedures.

Tt is our intention, therefore, to make use of the

special recruitment clause of the Assigned Pay Flan to engage tho
services of Mr, Ld, O'foole, I understand that you have a personal
history sheet outlining Mr. Offoole's background. As you mow, Mr.
Offoole 4s a senior consultant with Woods, Gordon and Company who

recently participated in a study of financial management in my
Department. The officers of the Department wera very favourably

4mpressed with Mc. O'Toole's ability. Since he played such a large
part in the study of our financial management system, he is we believe

obviously well qualified te assist us in implementing his Company's
recommendations.

ft would be grateful, therefore, if you could arrange to

have Mr, O'Toole certified for employment with the Departuent at the
Sx1 devel.

Yours sincerely,

Under-Secretary.

Mr, David Morley,

Director, Executive Program, |

Public Service Commission,
Tower "A",

Place de Ville,

OTTAWA. —

001006 .
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TO

A

T e H, Bennett 3
FROM

De

REFERENCE

Référence

Work Program |
SUBJECT

Sujet

EXTERNAL AFFAIRS

Head of Organization & Methods Unit.

s dmi ni f ieetsce aiAntte Access to information Act -
Director-General ’ Finance & Ay istpatieny divulgué en vertu de la Loi sur I'accés @ l'information

AFFAIRES EXTERIEURES

a UNCIASSIFIED
| Seaone :

Sée July 9, 1968
DATE

Director-General,

Finance & Administration Branch.
NUMBER

Numéro

FILE

OTTAWA

404
MISSION

DOSSIER

ENCLOSURES

Annexes

DISTRIBUTION

Mr. J.K.

Starnes

26

1.

260

(Admin. Services Div.}

work 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.

Dd

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 followe:

A Personnel Records System.

The development of an improved information system to facilitate

manpower planning within the Department, has a high priority. I

am not quite certain how far this has been developed by Hr.

Grover to date nor how much more work remains to be done.

Responsibility for the personnel cost reporting system will be

transferred to Mr. Tovell's Branch in the near future. I am

aware that Mr. Grover and Mr. Engiand have been attempting to

develop an information system that will mest Mr. Maybee's re-

quirements, Whether this will also serve adequately the needs

of other divisions in Mr. Tovell's 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. Clayton could join Mr.

Grover, if he can usefully do so.

The Woods Gordon Report.

I expect that the Department will approve the principal

recommendations of Woods Gordon and Gompany by the end of

July. Implementation will be a lengthy precess. 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 wild inelude for each

post the amounts required to meet the needs ef the post as set

out in Exhibit 4 facing Page $7, It is probable that we will

/ oee2
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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,

4.@. about December. If posts are to operate on the basis |
of these budgets, beginning April 1, 1969, we will require
the development of post budget reports, ete., and the pro-

cedures to be followed by the posts in preparing then,
Perhaps Mr. Regalbuto could be usefully employed in develop-

ing these forms as outlined in the Woods Gordon report. i
would hope that this work could 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 involved, although I would imagine it will be a

heavy involvement.

Materiel Management,

I am locking 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 equipment available in Canada, and the develop-

ment of scales of issue, policy guidance circulars, will require

a good deal of effort. Mr. Vail and.I are studying this problem
presently and it would be my hope that a start could be made on

a systematic program ag soon as the load of Estimates preparation

permits.

It is now clear 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 information is, at the moment,

inadequate. 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 departments. You might consider having an

officer discuss this with Mr. Doug Wilson.

/ o003
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6. Administrative Regulationge

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 shift in
euphasis that should follow. Many of our present administra

tive reguiations 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 control agencies. It 4s my

intention to seek relief from these restrictive regulations

as soon as we are in a position to demonstrate that our

budgetary control systems are adequate.

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 to:deal
with the many smaller tasks that will inevitably arise.

do HH. BENNETT

TH. Bennett,
Director~General,

Finance & Administration Branch.

001009
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OTTAWA, May 24, 1968,

5-/-/

(2

Dear Syl:

seen The attached article by Professor

Schelling ia an interesting one. It is the same

as the submission he made to the Jackson Committee

of the U.S. Senate on the application of PFBS to

the State Bepartment. It occurred to me that you

might find it interesting.

Yours sincerely,

TH. BENNETT.

T.H. Bennett,

Director Ganeral,

Finanse & Administration Branch.

Mr. S. Cloutier,

Program Branch,

Treasury Board,

Confederation Buliding,
OTTAWA.
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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. H. BENNETT

T.H. Bennett 2

Director General

Finance & Administration
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MEMORANDUM 3

The Under-Secretary UNCLASSIFIED
TO - SECURITY

A Sécurité 116, 1968

FROM Financial Management Adviser
6 

NUMBER

REFERENCE Numéro
Référence

, __FILe DOSSIER

Amendment to the Woods Gordon Contraet OTTAWA = BLD
SUBJECT .
Suje!jet 

MISSION

ENCLOSURES

Annexes . . :

2 Attached for your approval and signature is a submission to

the Treasury Board requesting authority to increase the contract with
DISTRIBUTION

(Admin, Services Div.)

Koods, Gordon and Company by $5,000 to cover an extension in time of

approximately one month. |

2s I have discussed this with Mr, Starnes and with the staff of

the Treasury Board and anticipate no diffieulty. The extension was made.

necessary because we were unable to provide the full time assistance of

the five Government employees.originally planned for this survey. In |

addition, as you will gee from the attached letter from Woods Gordon, the

Government employees, while capable of dealing with the subject matter, do

not appeax to be able to express themselves in written reports to the

standards expected by the firm.

36 Please return this material to me. I will arrange for despatch

to the Board.

T H. BENNETT

T.H. Bennett,

Financial Management

Adviser.
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The Honorable the Treasury Board

T.B. Number — C.T. N®

External Affairs Sele} April 16, 1968
Department — Ministére File ~ Dossier Date

gm- (2%

SUBJECT: |

PROPOSAL:

COST:

CHARGEABLE TO:

REMARKS :

AUTHORITY TO AMEND CONTRACT WITH MANAGEMENT CONSULTANTS

To extend the contract with 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 authorized maximum 1 ceiling of $3,500,
plus actual expenses, “

a

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 Gorden proposal was the lowest of three proposals; the

next lowest proposal was $48,750 plus expenses.

All companies submitting proposals did so on the basis of making
use of the five Government employees who were to have been

seconded to the Company for this survey.

Subsequent to the comméncement 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 increase 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

(Soa)

ath Kabeceo>
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EXTERNAL AFFAIRS AFFAIRES EXTERIEURESIEHORANDUL: :

Me. 1, Grant, Ser

Supplies & Properties Division. UNCLASSIFI£D
TO SECURITY
A . Sécurité : , 968

?.H. Bermott, DATE Harech 25, 1

mom Financial Hanagorent Adviser. vaumnee

REFERENCE Numéro
Référence 

=
FILE DOSSIER

SUBJECT Financing our Property Progran OTTAWA =) 5 /
Sujet

MISSION g

ENCLOSURES Z
_ I have been thinking about the problems wa have been facing

in our property acquisition program as a result of tho strictures on cur
budget. We have rocsived approval in principle by the Government for our

DISTRIBUTION long-term property acquisition program, because, among other things, wo
have boon able to demmstrate to the satisfaction of Troasury Board that,

ine FoR. as a general rule, amorship is cheaper than leasing. At the same time,

Starnes. we have been confronted with reductions in our capital vote for central
budgetary reasons. In short, economies in the long mm are giving way

re Awd. to econottiies in the short ron.

latheson

(Finance Div.)

ir, D. Wilson)
Ur. BR. Camirs)
Supplies &

Properties Divs

Ext. 407D/Bil.

{Admin. Services Div.}

2. Tho obvious ansyor to this kind of situatien (which axists

in many areas of goverment operations) is a syston of capital budgeting.
For a varioty of reasons, govornments have baen reluctant to pursue such

an approach. Rightly or wrongly there has been a concern that to adopt

capital budgeting would linit the use that could bo made of capital

expenditures as an oconottie tool for short-run cyclical edjustrent, 1.0.

dampening demand or pump-printing. The argument does not apply in anything
like the same way aS oversens sponding. Why then showld we not advanes a

solution to meet our own particular problems? What I have in mind is as
follows:

(4) Establish clearly that our property mmagemnt program is to
be undertaken on behalf of all gevermmnt overseas operations
(with the exception of the needs of na jor military formations,
Seg. brigade or air division in Baropo).

(43) Establish a working capital fmd of some $30.40 million to
finanes property purchases.

(454) Detersine an appropriate “rent for each property we om
that would be designed to amortize our investment ovar a
givon period of say 20 years (7).

(iv) Replenish the working capital fund with these ronts, to
be collected from our om and other departments operating
votes on the basis of usage.

| eoe2
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3. Under such an arrangement wo would, im effect, be charging
ourselves ront for the buildings we own. We would, of course, be
charging other departmonts as woll. To advance such a proposition
might well raise questions as to whether control should rest with us
rather than with Public Works. I think, however, that on this score

we are reasonably safe for the simple reason that Public Works is not
in a position to take this om in the near future. Obviously, many
questions will have te 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 expenditures or
the cost of money need to be examined. Should the vote be designed to _
“break ever! or should it, in effect, show a profit that could be turned

anto the consolidated revenue fund? My instincts would be to keep it as
- simple as possible, but I*d appreciate your views.

h, I should be grateful if you could give som thought to this

sugrestion in the next month or so. Tf you consider that there is
merit in the idea, perhaps we could discuss it further as som as the
Program Review exorcise is finished.

ORIGINAL SIGNED BY

T.H. BENNETT

F.H. Bennett,
Finenclal Monagenent

Adwiser.
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while
15 WELLINGTON STREET WEST, TORONTO 1, CANADA

TELEPHONE 368-4761 (AREA CODE 416)

Mr. Marcel Cadieux

Under Secretary of State

for External Affairs

Ottawa, Ontario

Dear Mr. Cadieux:

ab od ba Ve aries

March 8, 1968 — i

fee| of

afenafl os
4

ao

L4 ilo

Thank you for your letter of March 6th 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 assignment, 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 functional

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.

Ours very truly,
\

ed

R. O01 Moore

Partner

MONTREAL OTTAWA TORONTO LONDON WINNIPEG CALGARY EDMONTON VANCOUVER

14.3, >/is)
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DATE January 9, 1968
FROM TH. Bennett,

De Financial Management Adviser. NUMBER
umeéero

REFERENCE

Référence —
FILE DOSSIER

. . 7" . OTTAWA — — /
SUBJECT Financial Situation . 5 =|
Sujet ,

MISSION

ENCLOSURES

Annexes .

-- . Our meeting is arranged for tomorrow at 2:30 peme in your
office with Messrs. Matheson, Grant and Lockhart. Mr. Belanger may
represent Commmications since, I understand, Col. Lockhart is ill.

DISTRIBUTION

Mr. Awd. 20 I am attaching, for your information, copies of memoranda
Matheson and supporting tables prepared for me by Mr. Matheson. If you agree,

(Finance Dive) 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 nexte

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 hime 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 ferhaps be reserved in an unallocated allotment to meet

contingencies. We can discuss this further tomorrow.

36 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.

| 002

001018
Ext. 407A/Bil.

(Admin. Services Div.) / D r/ , a G (, <)



Document disclosed under the Access to information Act -

Document divulgué en vertu de la Loi sur I'accés @ l'information

~2-

From this, we can finance about $240,000 associated with the cost
of the NATO move to Brussels, rather than requesting supplementary

estimatese 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

financed. 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.

Ae 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 afternoone I should be grateful if

you would hang on to these papers and return them to me after the

meeting.

«

THe Bennett,

Financial Management

Adviser.
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CLASS LF ICATION CONTROL,

ROUM 356A BAST BLOCK, : eDaD
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4

"UNCLASSIFIED an
Uh Aee te

File No. 5Sa1e1 R
Decerber 1, 1967.

ADMIN. NO. 76/67

Fine encial Manarement Survey

The Devartnent. has devided to engage a firna. of
managenent. consultants. to undertake a survey of certain
aspects of our existing financial administration to establish |
an improved: system that will be in accordance with Government.

policies .and will ‘meet. the: special requirements of the .
Departments’ Authority has’ been: ‘evanted to engage the’ firm’ of.
Woods, Gordon anid. Company and: the , survey will. begin’ on Monday,
Deceniber the . a og
co . loka gt pe ae f

DF ays Sa

. For your inforriation; the terms of reference of - we
the study are attached.. Sroadly- speaking, : it is: expected.

that the study , will re sult in improved procedures. governing:
the prepara tion, review and control of our long and short:
term financial. resources. ‘The basis on which greater .
authority can $6 delegated to divisions ard posts and the

relationships between. posts and the various divisions at
headquarters will be examined.

‘The survey will be carried out under the direction
of Mr. R.O. Moore, a partner of Woods Gordon. Mr. Moore will
report to Mr. T.H. Bennett, Financial Management Adviser of °
the Department. Government officials are being seconded to
the Survey team, as follows:

~ from External A \ffairs

Mr. Rou. Gregson,
Senior Auditor,

Inspection Services.

: Mr. R. Ziola,
Data Processing Adviser on loan from the. Treasury Board.

A Foreign Service Of ficer to be selected.

[ +02

TO: HEADS OF POSTS .
ISADS OF DIVISIONS IN OfTAily.
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earedmet ‘ 
.

: , - 2 - i

Se trom Trade and Commerce

no Mr. GF. Farrow,
-,. . | Senior Administrative Officer,
oe . Trade Comnissioner Service.

‘My. LiL. Marks,
Chief,

Finencial. Services.

-. - from Accounting Advisory Services,
he Comptroller of the: Treasury. .

| MreDe MacDonald. |

‘Hr. L.S. O'Toole, Consultant with the firm of
Woods Gordon, will also be. participating in- the SULVeY
‘The team will-be located .in Room 317, Postal Station: *B"(Telephone No.: 2m5382.) 6. mT . -

SC The survey is expected to last for five months.Members of. the. team will undoubtedly be visiting divisionsin Ottawa to obtain a clearer understanding of the work of_ the Department. It is likely that they will elso be visitingthree or four posts toward the end of January. The posts tobe selected will, of course, be notified in advance.

. ’ Steps are ‘being taken ‘to effect avpropriate _ oo mo
"

security clearances -for all meitbers of the team.

Under~Secretary of State
for External Affairs
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DEPART ENT OF STERIL J APFAIRS = FUN re PANAGEISNT SURVEY

Objective: RE ee

To establish an effective system of responsibility

accounting within the framework of the financial mana gement he

function: if. accordance with Treasury Board policy as set-out-in
- Management Improvement Policy. Statement ¥I-3-66 atid in+ “the Guide.
‘to Financial Hay nagement «

2° " .To meet this objective, a careful | sty of the’
following. willbe. necessary? 0} pe f oe

by *

the planned denartental organization from the point of
view of appropriateness for responsibility accounting :

“practices; ~ ; a
:

a

yes : See ann : . <- . B : _*

‘current procedures and practices for the preparation of
the Department! s annual program review and ‘es tinatess
‘the present system of finoncial control in terms of its.
adequacy in an, environment of res ponsibility accounting s°

“~ present accounting systems in terms of their’ adequacy, for , Se
cost control and decision talking ; te

ne

existing financial revorts in terns of their adequacy and
‘tineliness for decision making; -
i

-- existing finaneie al management organisation in terms of.
structure, grade and numbers of personnel.

Recommendations will be required regarding the. most
appropriate alternatives for:

- an effective structure for responsibility accounting;

= the most appropriate responsibility and cost centres a ooconsistent with these alternatives; ’

- the nature and extent of financial authority to be BO
delegated; a ae :

- improved procedures for the preperation of the annual,
program review and estimates, including the application °of objective standards;

~ improved fina eneial controls, both expenditure and revenue,consistent: with the proposed structure for re sponsibilityaccounting;

ane
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~ improved accounting systems in support of the foregoing,
including the code of accounts, accounting procedures

end’ reports to ensure effective control of commitments

and cash disbursements, and the application of worldng
capital advances. Particular attention will be required —
-rerarding accounting systems and procedures to be
followed by posts abroad; :

~ the. most effective “system of ‘finencial: reports, ineluding
details of format, preparation procedures, and. frequency
for. both revenues end expenditures;

~ the. most ef ffective: financial organization, including the.
number and level, as well as statements of. duties and
responsibilities for key positions.

Finally,” ‘recommendations will be required regarding
the most appropriate plan and program for implementation of. the
proposals in the areas outlined abovee ‘Recommendations in each of
the areas outlined should include recommendations on the most,
appropriate techniques ‘Ceeps oD P.) as applicable.
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tts Ss, September “Ll, 1967.

Program| Review and Estimates
1968/69 _-

~ Under cover ae Olnewhcn' cows Nos 39/67-of
June 23, you were sent a copy of the Department's Program —

- Review Submission. This material has. now been considered

by the Treasury Board and Cabinet. | .

. 2e ; The Under-Secretary has been informed 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 reductions in
establishment proposals of 9, 350 positions °

- Por our Department, financial ceilings have been3.

_ Suggested as follows:

Approved Our Proposals Treasury Board Ceilings
1967/68 1968/69. 1968/69

‘Vote 1, Admin. $42,447 «$51, 72 - $l, 897
Vote 10, Capital 6, 330 8,170 . - ° 7,170 -
Vote 15, Grants, | Be

| ete. 34,964 _38,010 36,360
Depte Total -~ 384, 74. 7 $97, 904 -$88, 429 .

In addition, a ceiling on establishment increases has been set at
105 rather than the 470 positions requested in our Program Review
Submission.

| vod
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We These reductions hha ve been drastic and have
necessitated a most rigorous review of our priorities by

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

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

the ‘positions we shall be able to add to our establishment
have been ear-marked to meet certain unpostponable require-

ents and’néw tasks which the Department cannot avoid
ASSUMING + 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. Many important - 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'-can ‘be: dispensed —
with or at least postponed.

5. _ The position in which we will find ourselves

during the next fiscal year will not be Imowm finally until”
the Treasury 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: the. preparation of Program Review, for

1969/70. re . len ne Ay wee de, . ow oe We,

- - Under-Secretary of ‘State
- for External Affairs

TO: HEADS OF Posts

: ‘HEADS OF DIVISIONS -
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MEMORANDUM WZ

Mr. R.H. Matthews, Chief Treasury Officer oe UNCLASSIFIED <
p © ET vemer 8.

mn November 8, 1967
Finance Division DATE

PROM

° Your Memorandum of October 31, 1967 Nomar
REFERENCE : . tog
Référence °

FILE DOSSIER

’ Departmental Working Capital Account OTTAWA,

SUBJECT - S - |= -¢
Sujet : / WY

MISSION

ENCLOSURES

Annexes

Thank you for drawing our attention to the continuing shortage

of funds in the Departmental Working 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,

2e 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.

3e Secondly, the Working Capital Account includes 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 Encumbrance

will be available shortly.

he 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 l; 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 circulated to various sections of

Treasury Office before action is taken to credit the various votes including

the Working Capital Account with the refunds received,

& Ge MATHESON

Ext. 407D/Bil. Finance Division 001026

ae,
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OFFICE OF THE COMPTROLLER OF THE TREASURY

BUREAU DU CONTROLEUR DU TRESOR

: TREASURY OFFICE—EXTERNAL AFFAIRS-PRIVY COUNCIL-THE SENATE

DEPARTMENT OF FINANCE BUREAU DU TRESOR—AFF AIRES EXTERIEURES-CONSEIL PRIVE-LE_SENATMINISTERE DES FINANCES oe yy tle ade

. e

Cy Ux Oeste

notre bossien = A - OF

Ottawa, Ontario

October 31, 1967

Mr. A. J. Matheson

Head. of Finance Division

Department of External Affairs

)20 Copeland Building

29), Albert St.

Ottawa lh, 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 Royal Bank today was $89,905. 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-month payment

to the Royal Bank. May we be advised as to how the Department
proposes to meet this situation, should it occure

Lapua
. Matthews

Chie? Treasury Officer

1867 is fav. Porites ° 001027 >
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EXTERNAL AFFAIRS AFFAIRES EXTERIEURES
LETIOR Apt:

If. Bruce Keith, WICLASSIFIED

° Head of Inspecbion Service. secunry | 5 196

: TH. Bennett, DATE October 26, 1967
ROM In 4 & 4re Financial Hanagemont, Adviser. NUMBER

REFERENCE Numéro
Référence

FILE DOSSIER

Federal Financial Officers’ Institute - OTTAWA x / _

Suet Notice of Meoting, Novonber 7, 1967. 7
MISSION

--
ENCLOSURES

Annoxes

I am attaching a paper propared for the Federal Institute

of Management on tho subject of "Operational Audit®. You will note
DISTRIBUTION in the covering paper entitled “Notice of HeotingTM that a minority of

the group who prepared the paper feel that operational auditors should
always be professional people.

Ze I propose to comment on this papor to the Institute,

saying that I suppart the majority completely and agree with tho

basic approach taken in the report. Tho report itself may be
useful to you and if you or Hr. Gregson have any additional coments

you think should be made, please let me know and I will forward then

to the Institute as well.

CiiGiial S.OnLO BY

Veh Biasise

T.H. Bennett,

Financial Uanagoment

Adviser..

Ext. 407D/BiL 001028

(Admin. Services Div.)
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CANADA GE 4 eC Le 0
DEPUTY MINISTER OF DEFENCE PRODUCTION 7A
SOUS-MINISTRE DE LA PRODUCTION DE DEFENSE —_

OTTAWA, October 11, 1967.

te A fp
cop rai

Mr, Marcel Cadieux,

Under-Secretary of State for External Affairs,

East Block, o.

Ottawa ), Canada. oe, ~

Dear Mr, Cadieux:

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 requisitioning

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 requisition.

(b) If the estimated amount of the requisition is over $250.00
but. does not exceed $1,000.00, contracts may be awarded

involving 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 $,000.00, contracts may be awarded

involving expenditures up to 25% in excess of the amount of
~)}

the requisition. 7 TI, Tear

FROM REGISTRY

per siser {AY vevef? ath fe

a FILE CHARGED OUT 7 —
1s67llig67 * i Af), 007029
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(a) If the estimated amount of the requisition is over
$4,000.00 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 implementation of this procedure.

There may be instances of course when your Department may not
wish this arrangement to apply to 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: "ESTIMATED COST IS NOT TO BE EXCEEDED",

Mr. W. L. Parr, Director, Authorities Advisory pervice, Comptroller
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 dohn ©. Calcutt, Chief,

Civil Agency Division, Customer Service Group, Local 2~9526,

Yours faithfully,

py
G. W. Hunter,

Deputy Minister. —
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CLASSTFICATION CONTROL,

ROOM 356A EAST BLOCK, CDAD

MINISTERE DES AFFAIRES EXTERIEURES

CIRCULAR DOCUMENT

Financial Management in the Public Service

On September 18, 1967, Mr. T.H. Bennett, Financial

Management Adviser in the Department, addressed the Junior

Financial Management Course No. 671 of the Public Service
Financial Management and Materiel Management Program on the

subject, "Financial Management in the Public Service."

26 The greater use of sound financial management
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

minagement policies in the last few years.

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

der-Secretary of State
f- for External Affairs.

ALL HEADS OF POST

ALL HEADS OF DIVISION

UNCLASSIFIED ' Ro

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

R

‘ "Financial. Managenent 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 asa 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 ; a
I find. that it is becoming more and more like the British North Ameri¢a ,
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 principal recommendations.

4 an

to ‘the: nunber- of. ‘wotes be ‘reduced: and all cost elements of” a
individual. programs. be consolidated within the « same vote. .

26 Departmental estimates be prepared on the basis of programs [
“of. activity and not aad standard objects: of expenditure. i

30 ‘The- establishment i reviéw be undertaken as part of the overall
review process and: not ‘as a separate exercise. —
retones 4 am

he More objective standards - ‘for analysis: ‘and comparison be
developed ‘and ‘employed’ by ‘senior. departmental’ management, -

see sand the Treasury. Board in ‘the review Process. i
a

“submit, to, the Executive long-term Plans | of. expenditure |
%,. AL departments and. agencies be required: to prepare and }

requirements, °Y. programs «
: ae

a iets ’ wot #

6. " Based - thereon, an overall. forecast of ‘government expenditures J
and. prospective resources for a period of five years ahead be I
prepared annually.

a . .

z »

Te.‘Departments and. agencies be given’ the necessary financial :
_ authority and be held<accountable for the effective management
of: the. financial .‘resources: > placed at their disposal . mo

Be 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.

f oe 2 .
_— 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. © ot

Subsequent Developments

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. Affairs). 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’

' gimilar 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 ina
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 oo

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

something, that should ibe left, to-a finance section, Financial Management,
: oe oh gs

a rr so . so ° 7 +

- ; / ‘seo 3. .
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_report on Financial Management, it seems apparent that what the Glassco -

was, siastinba Jove ” :
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as we will see, is an integral part ‘of the total management, responsibilities
that must be accepted by all managers." ,

es,

_ When one considers these two themes, in, the context of the’

Commissioners were striving:for. was. a different way of thinking about the ae
concept:of control. | Fey oo o eT -

’ 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 a

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 the furnance off and on |

to maintain an-even heat against fluctuating temperatures, Both are

obviously. necessary. The Glassco Commission, in fact, accused the govern=" i.
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, legelly and with
being indifferent to the performance of :departments in setting and meeting |

agreed obJectives .- in, short ;. of achieving something. a

or
a

‘Gontribution to. National: Interest as
* . ~

‘Before I proceed: with + what might } be called ‘the mechanics of
the new. system, I would like to touch briefly on one or two broader: issues:

'ero, mh Ieee

Among.the many: things said in the. Glassco Gomi. ssion Report,
woe ae s° rl ,

"although: the departments « are the: primary’ operating units, each is ©
only.a segment. of a. single entity ~ the Government of Canada, The -

2. policies-and programs of.each must be balanced against and harmonized
‘5 with those. of other departments and-agencies; they must justify them— ~
Ate selves, in the last analysis, in terms of their contribution, not to ~ |

', the department itself.or its particular interests, but to the general ,
interests. of, the Canadian people." ;

Pa

[gee

The quotation may seem on 1 the surface ‘like a ‘plinding statement of the obvious.
It does, however,-contain the essence of the differences that exist ‘in

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 handling of the resources
placed at its disposal.

J woo bb
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Prime responsibility for discovering and expressing "the "ae
‘national interest" lies, of course, with the Cabinet. Their concern is’
very real, for failure will usually result in their being relieved of
the responsibility: 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 is - or is not TM engaged in.

3 L have emphasized tought" because I feel certain that’ any”
minister.‘of any political party, who has ever attempted to wrestle
reality . around to conform more closely to his image of the desirable,’
will recognize that tthe two ‘seldom match. .The machinery somehow. takes

on a momentum of .its own =— a momentum that was imparted by many” previous.

hands in, an attempt . to. mest ancient objectives. -

. The task the Glassco. Commission referred to ~ ‘of balancing .
and harmonizing the myriad activities of government ‘~ is steadily

becoming more difficult as the complexity of: society and governmental
operations Bowe:

- “You wil be , hearing, I understand, 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 |

ean 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-

"nent; 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 which 1 governments are ? obliged ‘to make difficult decisions

of choices: ; ‘

Joven 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 some 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 something very few can do with confidence now.

oat

tFinancial Management Policy .
we - sgt ot

i “The » preface of the introduction of ‘the Treasury Board
guide: to: Finenedal Management begins as follows: i,

. -“wDhe Financial Management ‘system set out: in this Act emphasizes
rthe use of two key tools, "Program Budgeting" | and "Responsible
..-Accounting"." The guide.then proceeds to discuss: new policies. under

:,: gix. chapters as. follows: ,
. TF

“tt

re Organization for Financial Management”
roe Fa e

~ ftmy ee Forecasting and Planning ~ wT nee oe .
bay "oe - . ~ *

3. «Budget Preparation, Reporting and! Goatrél
Faye

.- be “Accounting systetis and “Opsratione ”
- oy ine

5e Operational Audit® - RS

6. Introducing Finkinoial Management’
gee ote a bo, : 7 3 sone!Program Budgeting . oF a ae

. ’ Program jtidgeting has ‘been, defined by. many people ‘in various.
ways, depending on how detailed’or’ ‘ professional" 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 ° ‘objective 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

/ 2.66
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Mat. least’ not in. my Department). Program budgeting, on the other hand,
presupposes that funds are required eS meet specific objectives which”
are grouped within a broad program. “Remember, I spoke about the necessity.

at. all levels of making 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

(a form that permits a rational weighing: 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 ven

a broad common objective as set out in enabling legislation. Hach program

is a centre of government ‘operations and, in the budgetary process,
represents a precise area of. political, executive and managerial significance.
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 spending 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 consolidation 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 ara “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 individual programs be consolidated. .

It is apparent, however, that such items are necessarily
large ~ too large to be understood or managed effectively on this level alone.
Remember, that the idea is to directs relate’ requirements for resources, °

with the programs and objectives o ividual departments. To be useful,
‘programs must be further sub-divided and this mst be undertaken that the

results will meet two" ‘tests. This. subdivision must:

(a) - identify clearly the . responsibility assigned t to. each manager oO
for carrying out. his share of. the program, and .. oo

"(b) identify the veal | ‘purpose’ or nature of the activities making
up the program rather than the nature of the expenditure

(objects of expenditure) » . ;

| woe 7
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Plann anning

aE " If managers at all levels-are’ to be held accountable, it is |
obvious that what. they are tobe accountable for must be known to them, ‘
and to their superiors and subordinates: - A° statement of the objectives,
and goals they are. expected to strive for must bre prepared in writing | oo

tin’ as precise terms as possible, ae
ee

oh“Too. often planiitrig hag been an adjitiot ¢ to the financial
estimates process; at best, carried out after the level of. available

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 review and form the’ basis

for this’ review. ' : . ee ; ee

The stress must be on operational plans. We must become.
more concérned ‘with what we are trying to achieve. Planning of this”
Kind mist necessarily’ ‘be a prime responsibility 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 single year. Greater attention is being devoted to longer term
forecasts. The new Treasury Board "Program Review and Estimates Manual"

outlines’ the steps: which’ ‘departments are expected to follow, ‘in the revised,
two-phased cycle.” The’ ‘forewardTM says’ this: . ;“pou

"Phe Manual is designed to obtain from agencies of the federal
- government: their submissions for the two-stage annual budget
review: theprogram review in the ‘spring from which Estimates

targets ~ the allocation of resources among Departments = will

eee per derived, and‘ the Estimates review in the winter, from’ which
-the allécation of resources within Departments will be confirmed
and the Estimates’ proper compiled for presentation to Parliament."

The planning process is a-continuous one, becoming progressively

more detailed as one.moves. from- the distant future.to the immediate resource

requirements of the, next - fiscal year. -Once a long-term plan for a program has
been developed’ and “accepted, ‘responsible. line: managers must develop precise
estimates of their requirenents,. in terms of the personnel, facilities and
funds needed .to meet the approved , objectives and.goals, In short, they must
prepare budgets for the operations. of the units for which they:.are responsible.
The process of “pudget preparation 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 submission, ro aa i?

+

001038



Document disclosed under the Access to {nformation Act -

Document divulgué en vertu de la Loi sur I'accés a l'information

Sg “SE

- Financial Control te ar

_, 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. oF

responsibilities 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 objectives of top. management _ dn delegating authority.

In keeping with the basic themes of our concept of financial |
_ management, the objectives of financial control should ber -. bel

1s To achieve a high degree of responsiveness to local conditions « .
"and the flexibility to adjust to changing conditions and Wie . ”
foreseen. developments within approved programs;

Re ‘to simplify administration generally and to reduce paperwork
and delay by delegating authority. for decisions to the ‘lowest. - my
possible level; | oo oye ee oF a

36 ‘to place ‘responsibility at the level where. control is most .
Z. effective and- on officers, who. can be held accountable for results;i

Ae. to foster a greater, ‘sense. of financial responsibility and an .
' " awareness of the financial implications. of management decisions.

at the local level;

5. to encourage ‘active participation by senior’ program personnel
in the financial management ‘of. their programs 5 and

| be to provide an énvironient- that will encourage and assist managers
to make the most effective use of the’ resources placed at their

_ disposal. ° Ls

The: principal. niethod ‘of - instituting this’kind of control
willbe through:the delegation of authority to incur ‘expenditures within
approved budgets. In the past, the. term "financial control" has usually

‘been used to refer to the custody and management of funds. Ina‘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. .

a

oF

Once. given an approved budget, a manager showid 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 systen, which wetll discuss in a
moment.

Clearly, managers will seldom be given unrestricted authority to

spend up to the limit of their budgets. Restrictions for political or other

reasons will continue - for example, the Contract Regulations or certain

personnel regulations. But for whatever the reason, restrictigns should
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be imposed only where superior levels of managenent consciously intend..
to substitute their’ own judgement” for that of, their subordinates.

It is “unportant y I think, | for’ ‘each, “of you ‘to appreciate the | we,
significance of this aspect | of the. new. policies. One of the. really...

* important merits, of the . system is this Amplicit. shift in emphasis. . It :
was perhaps | natural that in the past, when spending plans of departments

; were "expressed. only. in, the forn. of. standard objects, Treasury Board ..
should’ conclude the “Gontrol on this basis, which was by itself insufficient -
hence came the elaborate. sets of detailed, aduinistrative regulations, that .-
prevented departments. fron. doing things- that, in the subjective judgements =
of. the Board and its - staff, were inimical to the Priorities of public wig
life. ae . hos . reo, oo Ft 1g —

: . . ’
aes . ms ‘ + . . L t . . ya . “1 6

*f bet. i fo Be - 4 ae .rg ga bac al | .
Delegation of. Authority ot | Oe et

In promigating 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. know

what. they. are, doing » the Board will nely, on two things: wee

© A system, of post, audit, tee.’ reparts | on performance after ao
> the event, and - er gy . . wes ssa tee . the “ fae

yy! a system: of contrel, that says: "you have | so much money . to. ye
nln a: ~ spend , for approved “plans; , , Spend it wisely’. ep ee

! , “gheend effect ‘of. “this new poliéy 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 so0-:often involves a radical.
change in ‘attitude. , When. such ideas were. first advanced, the instinctive. , a
reaction’ of many. administrative .personnel was, concern that the line officer .
could. not be trusted. Interestingly enough. many line officers also . - |,

» disagreed, maintaining that: their role was not one of management. .°. . as

als these reactions. were natural. ‘Administrative officers have, - 4
over ‘the. years, seen many. instances ih which their own departmental. 7
colleagues . have acted ,in ways’ that appear to be irresponsible. Personally, ..
I believe that. to expect otherwise, in an environment that was predicated
on the. assumption that. substantive personnel, were irresponsible, t38 to o
expect too much. Secondly, I. think we must face the fact that, like it — ..
or not, the officers who dre placed in charge of the substantive work of any
department.are the only ones who. can really know the. administrative.
implications of: their. work. ~ 0. we :

ae “As I mentioned ‘before; delegation of authority cannot be
abdication by senior. management» The Government cannot simply dismantle

/ aoe 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 willshow 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 significant 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 a
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 Systems

If these reports, which are the key to the whole control process, “
are to be of any use, they obviously . must contain data ‘on what has 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. their performance. Since management
- is generally organized on a hierarchical. 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 their performance against ‘previously established
targets. 7 ;

Basic to the. development of the accounting system are the accounting
codes, the “wiring-network" ‘of the accounting records system. ‘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 responsibilities
for the Public Accounts, i.e. which will permit the recording of data by

departments by parliamentary votes ‘and by standard objects. Fields have also

been provided to meet the ‘managerial needs of departments in identifying :

responsibility and activity. And finally, fields have been provided to meet
the needs of the National Accounts by identifying economic objects of
expenditure so that an analysis of the impact of federal spending on the
economy can be undertaken. ~

Another aspect of the accounting 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 ‘against over=
expenditure of the appropriations

/.e ll
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There are, of course, certain other and undesirable consequences.
When ‘several officers have authority to. ‘spend out of one, ‘budgetary allocation,
centralized commitment control to prevent overspending tends to increase ,
the likelihood of funds lapsing. Officers can reserve funds to-meet their

own specific anticipated requirements, ‘by. establishing commitments, thus tying .
up funds, perhaps unnecessarily... Since a history of lapsing funds draws

attention to the quality of the estimating, the tendency is to avoid ‘lapsing
by strong central . control, which in b any darge, operation is. inimical to Good
management «, / ; ee me fe ep wet ee | _,

““ fete, ~ se - - ha oe oa ~ n

ee

‘The adoption. of the system outlined, whereby , funds wil’ be nee .
allocated. con a responsibility. 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 recommended 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 comparatively brief, adequate information
will be available from the budget control systen, particularly 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 introduction of industrial accrual ,
accounting systemse

Internal Control: and Audit-

The changes I have. outlined will obviously require certain
controls’ designed to assure departmental management that its responsibilities
are being carried out adequately, properly and efficiently.

, ~The most important of these controls is: the basic 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 provided by the
process of program budgeting itself ~ under which actual expenditures will

be compared with budget month~by-month and significant variations explained.

/ oe 12
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The third required element of control will be provided by an -
~ internal auditing unit and program set up within department se.

. - 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, Pp: 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, provide. very valuable training.
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EXTERNAL AFFAIRS AFFAIRES EXTERIEURES

10 Under-Secretary of State for External Affairs >. . SECURITY, Unclassified
Ottawa, " -

- (DATE September 8, 1967.
FROM Office. of the High Commi ssioner for Canada, NUMBER:
REFERENCE ‘London, Numéro Tally

| Référence — Your telegram R26) August 22 and our telegram — — possian
. 462k, September 7. . ' OTTAWA | ‘

SUBJECT © , , O-/- /

Suet Output Budgeting Study of. British. icternal Relations, MISSION

ENCLOSURES a
Annexes | . .

1 “ We - , attach a copy of CAS Occasional Paper Number 4
DISTRIBUTION entitled ‘uQutput Budgeting and the Contribution of Micro Economics

‘to Efficiency in Government! prepared by Alan‘Williams, which you

may find useful . as” supplementing ‘the information contained in our

telegram under reference. 7
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