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THE STANDING COMMITTEE ON FINANCE
The Honourable T. D’Arcy Leonard, Chairman

The Honourable Senators
Macdonald (Brantford),
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Bouffard, Molson,
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Hayden, Vaillancourt,
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Leonard,
Ex officio members—Membres d’office
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Connolly (Ottawa West) (Ottawa-West).
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ORDER OF REFERENCE

Extract from the Minutes of the Proceedings of the Senate, May 20, 1964.

“Pursuant to the Order of the Day, the Senate resumed the debate on the
motion of the Honourable Senator Connolly, P.C., seconded by the Honourable
Senator Hugessen:

. That the Standing Committee on Finance be authorized to examine apd
report upon the expenditures proposed by the Estimates laid before Parlia-
ment for the fiscal year ending 31st March, 1965, in advance of the Bills based
on the said Estimates reaching the Senate; and

That the said Committee be empowered to send for persons, papers and
records.

After debate, and—

The question being put on the motion, it was—
Resolved in the affirmative.”

J. F. MacNEILL,
Clerk of the Senate.
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MINUTES OF PROCEEDINGS
TuUESDAY, May 26, 1964.
The Standing Committee on Finance met this day at 10.45 a.m.

Present: The Honourable Senators: Leonard (Chairman), Beaubien (Pro-
vencher), Bélisle, Burchill, Connolly (Halifax North), Crerar, Flynn, G_ersh'aw,
Haig, Hnatyshyn, Isnor, Lambert, McCutcheon, Molson, O'Leary (Antigonish-
Guysborough), Pouliot, Quart, Smith (Queens-Shelburne), Stambaugh, Taylor
(Norfolk), Woodrow and Yuzyk.(22)

The Committee proceeded to the consideration of the Estimates for the
fiscal year ending March 31, 1965.

The following witness was heard:
Mr. G. G. E. Steele, Under Secretary of State.

At 12.15 p.m. the Committee adjourned to the call of the Chairman.
Attest:

F. A. Jackson,
Clerk of the Committee.






THE SENATE

STANDING COMMITTEE ON FINANCE

EVIDENCE
OTTAWA, Tuesday, May 26, 1964.

The Standing Committee on Finance, to which was referred the Estimates
laid before Parliament for the fiscal year ending 31st March, 1965, met this day
at 10.45 a.m.

Senator T. D’Arcy Leonard (Chairman) in the Chair.

The CHAIRMAN: Honourable senators, we have a quorum and it is 10.45.
I think there are some copies of the Blue Book to be distributed to you as
soon as the messenger is around, and when you leave the room would you
please leave the estimates on the desk because there is a shortage of copies
and I think you all have a copy in your room. These are for your convenience
in the meetings and we will keep them from meeting to meeting.

Pursuant to the instructions of the meeting of the committee held last
Thursday we have here today Mr. R. B. Bryce, Deputy Minister of Finance, Dr.
George Davidson, Secretary of the Treasury Board, Mr. G. E. Steele, Under
Secretary of State for External Affairs, and Mr. J. C. Allen, Director, Estimates
and Administrative Procedures, Treasury Board.

Again pursuant to our instructions I shall ask Mr. Steele if he will lead
off and give us the benefit of his knowledge and experience with regard
to the estimates before us in this particular Blue Book. :

Is that in order?

Hon. SENATORS: Agreed.

Mr. G. E. Steele, Under Secretary of State: Perhaps, Mr. Chairman, if
you will permit me I will make one slight correction in the introduction. I
do this in self-defence, because I might be expected to have some knowledge
gf foreign policy. I am not the Under Secretary of State for Foreign Affairs,
just the Under Secretary of State.

The CHAIRMAN: I picked that up incorrectly, and I apologize.

Mr. STeeLE: Mr. Chairman, from the meeting which we had with the
steering committee of the Senate Finance Committee, I understand my own
appearance here today is really to be addressed to the consideration of three
things which the committee had agreed to be a good way of introducing
the subject of the estimates. Firstly, to speak briefly about the process, the
estimates process which result in the production of any year of the Blue Book
which is tabled and then referred to for examination. Secondly, to speak briefly
about the estimates for 1964-65 in total and under their main headings, and,
thirdly, to discuss briefly some of the things that are happening to the esti-
mates as a document, and as a tool for financial management in the service
with reference to the recommendations of the Royal Commission on Govern-
ment Organization, what the impact of this study has been and what is going
on by way of thought and action with the Treasury Board and in the various
departments in trying to give some effect to these recommendations.

I would like to start by talking about the estimates process, and I have
prepared some notes which might be useful to leave with the members of the
committee. I shall speak directly from the notes.

7



8 STANDING COMMITTEE

In speaking briefly about the process I would say that the estimates cycle
is now virtually a continuous process these days, and the requirements of
any given fiscal year interlock so closely with the year behind, and the year
ahead of the one under review, that the Treasury Board is engaged in almost
constant discussion with the various departments of government with regard
to their financial plans.

The need for a broader time horizon than one fiscal year is now well
recognized and much thought has been given and is still being given to
techniques for the forecasting of future financial requirements of govern-
ment. I refer to this important element of the estimates process at the outset
because it impresses me as being one of the most difficult questions relating
to public discussion and review of government expenditure requirements,
namely how to examine and judge the estimates of a given fiscal period in
the context of their future implications.

I can only raise this point today without offering solutions or suggestions
for improvement in presentation and I propose to return to the “still photograph”
or snapshot approach of what happens in any given fiscal period rather than
to examine the moving picture which the estimates process really is.

The first fact of significance is that departments are required by the
exigencies of time to anticipate their financial requirements at least 18 months
ahead of the event. It is usual practice to issue an instruction from the
Treasury Board around July 1 of the preceding year requesting that estimates
be submitted. For the last several years this request has been accompanied
by instructions also to request additional staff or other changes in establish-
ments at the same time. Because the establishment review is part of the
financial plan and is a logical prelude to other financial decisions, it is neces-
sary to reach these decisions before the estimates are made up. Although other
considerations have intervened for the last two years, it is still part of the
standing instructions to all departments that the establishment changes must
be reviewed and agreed in a period of roughly two or three months subsequent
to the July 1st starting date. Departments are required to submit both their
establishment plans and their estimates requests to Treasury Board by ap-
proximately November 1 in any year, or some six months prior to the new
fiscal year so that the real work of estimates analysis extends through
November and December in any year.

An estimate is a request to spend money for a particular function or
service. The votes in a rough way, therefore, describe how the various depart-
ments and branches of government are organized for the spending of money.
Taken together, the estimates are the financial plan of the Government. They
account not only for all of the operating and capital costs of government but
also distinguish between what sums must be specifically authorized by Parlia-
ment and what sums are continuously authorized by statute. Additionally, they
include sums which Parliament is asked to authorize by way of loans or
advances for many purposes where the purpose is usually the creation of
revenue producing assets.

Departments are always requested to take account of every known con-
tingency and not encouraged, therefore, to look forward to the possibility of
additional or supplementary provision in the course of the same fiscal year. The
departments are also instructed to include provision only for those programs
which have had prior approval, either specifically or as a result of a broader
agreement in principle as to a particular course of action. As an example of
the latter I might mention what could be a long-range program for schooling:
or housing for Indians where the only concern would be about the scale or
pace of this activity in a given fiscal year.

Departments prepare the estimates on what I have earlier referred to as
the “moving picture” theme. The given year is an event in a sequence. There-
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fore the record of the several preceding years is set out. Budgeted amounts are
set against performance both in total and by specific categories of cost. There
is a comparison made of the expenditure record of the past against these
items. The anticipated future levels are also set out now stretching three
years ahead of the year in question so that not only the future year co§t
of present programs but also the likely onset of completed, new programs is
foreshadowed. Then the estimates are prepared.

Discussion, argument and negotiation take place vigorously between all
levels of Treasury Board staff and departmental staff over a period of roughly
one month and for most major spending departments or spending areas, these
discussions conclude with a meeting or meetings between the deputy head
of the department or agency concerned and the Treasury Board secretary.

By the time these meetings are under way, it is usual for the Minister of
Finance to have discussed with his senior officials in a tentative way the sort
of budgetary problem he envisages for the ensuing year. If serious difficulties
are foreseen which require a particular attitude to be adopted in the estimates
review, then this viewpoint is communicated immediately to departments,
sometimes in writing, sometimes by means of top level exchange between
Treasury and departmental staff. For example, I have noted that since it is
the stated view of the Government at the present time that the Minister of
Finance will strive to achieve a smaller net deficit position between revenue
and expenditures, it is vital that departments discuss the phasing of their plans
so as to avoid what we call a peaking up of the expenditures particularly at
this time.

It is equally vital over all to seek to absorb the inevitable and un-
avoidable growth in some areas by the conscious postponement or outright
cancellation of some programs of lesser priority. This type of general intention
in the context of the Minister of Finance is shown by the way the board has
responded to this in recent months.

The achievement of this range of priorities and the fitting of the total to
be broadly stated budget objective is the main work of the ministers of the
Treasury Board when they meet in December and conduct an intensive review
of the estimates. It is usual for this process to be spread over two to three
weeks and it inevitably results in a spirited discussion and exposures and dif-
ferences between the ministers who appear as suppliants for their particular
areas of responsibility and the committee of the Treasury Board.

In presenting the material to the Treasury Board, the staff of the board
assumes responsibility for summarizing the issues, relating the results achieved
by official level discussion and informing ministers of the principal points of
priority which seem to be present in the review.

When these vital discussions and decisions are concluded, it is part of the
process that the results are submitted to cabinet where last-minute reviews
may be undertaken. When cabinet approves the work of Treasury Board, in-
structions are issued to prepare in final form the document which appears in
public.

There is one goal throughout all of this process which it is essential to
keep uppermost, and that is to handle the mass of detailed information in
such a way that the broad outlines of policy objectives are not blurred or
submerged. A fair degree of success has been achieved here by the manner
in which synoptic and summary information is prepared for ministers and
for senior staff consideration. Since it is just not possible to achieve this
same result in the printed document at the present stage of development, an
equal effort should be devoted to improving public understanding of the
policy objectives set forth in the printed estimates. The detail can be con-
solidated, additional information can be added, votes may be merged into
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broader headings and eventually a new type of functional or activity break-
down of estimates can be achieved. I can mention several things which are
going on by way of illustration.

Efforts are also needed to achieve a position where departments actually
conduct their financial mangement substantially in accordance with the way
in which the information is made public. These are the principal observa-
tions I would make on the main estimates process.

I would, perhaps, add a word about supplementary estimates. Since by
definition the main estimates are designed to cover all requirements capable
of being foreseen at that time, supplementary estimates should be confined
to unforeseen things, overruns or lapses from the previous year and new
government policies are clear cases in point. This is the range of things which
one would expect to take account of in supplementary estimates.

In recent years there has been a tendency to rely rather more heavily
on the supplementaries to resolve policy discussions which perhaps were not
capable of resolution at the time of main estimates or to achieve through the
estimates a variety of legislative objectives. It is still an important principle
of financial management, however, I would assert, that a willingness to con-
sider supplementary requirements favourably does tend to weaken the fabric
of good, sound financial management in departments, and this is still the
view which is propounded by the Treasury Board in its dealing with depart-
ments.

That is all I propose to say on that aspect. Would you wish me to go on
to talk about the substance of the estimates? I am in the hands of the com-
mittee.

The CHAIRMAN: Would you like Mr. Steele to proceed with the second
part dealing with the structure of the estimates, or do you want to ask him
some queestions as to the principle at this stage?

Senator CRERAR: I would like to ask one question while the matter is
fresh in my mind. The witness stated that the supplementary estimates are
usually confined to provide for unforeseen expenditures when the main esti-
mates were prepared. I know that has always been the theory. He used the
words “should be confined”. Does that mean they are not confined to unfore-
seen expenditures?

Mr. STeeLE: I really wasn’t attempting to comment on the practice as
we have observed it in the last two or three years. But it is a fact that the
supplementary estimates have tended to be larger in recent years. I was
speaking from the point of view of the relationship between the supplementary
and the main estimates, and the theme of the main estimates is that this
should cover the foreseen financial requirements of government in any year.

Senator CRERAR: You mean for 1964-65?

Mr. STEELE: For any year.

Senator CReRAR: For 1963-64 you have $311 million in supplementaries.
Then in 1961-62 you had $355 million, and for 1962-63 you had $181 million.
Then for 1960-61 you had $169 million; for 1959-60, $86.1 million, and for
1958-59 you had $144.8 million.

Mr. STeEELE: They are actually higher than that. You are reading the
column marked “Supplementary Estimates” whereas you should read the
column to the right of that, “Final supplementary estimates’.

Senator CRERAR: Yes, I am sorry. .

Mr. STeELE: I have added them together myself. I am going back over
the years.
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Senator CRERAR: The point I am making is this. When yogdggepf)are tg:si
estimates for submission to Parliament, all the items o e 45 ext f:t
those things which could not be foreseen. I think this is advgyrhlng:;ta“
point, and has been a very important point ever since I entere b e se?i to sort
years ago. The practice then was that the estimates 'WOUId_ not be ;lwer P i
of soothe the public by a submission of the main estlmates, 4 o along
estimates, and then make up the difference by supplementa“es. - onu ag sorr .
Supplementaries were confined to absolutely unforeseen things. hcral:'e novz
we have departed from that practice, and got into the .sltuatlo% 4§ example
the supplementaries are used to make up the main estimates. For !
in 1962-63 the total was $281 million.

The CHAIRMAN: You have to add them together; it is worse than you
think.

Senator CRERAR: This is interesting. You have $462 million for sl;pp%‘:lzlf’;
taries, which is more than what the total estimates were in 1937.
correct?

Mr. STEELE: T would say it is correct, sir.

Senator CRERAR: What does this mean? Why do we get it in this way?
Is it a carelessness on the part of the departments in estimating their ex-
penditures, or is there this attitude of mind on the part of goveljnment gen-
erally, and it doesn’t matter which party is in power because I think they &}zﬁ
both equally guilty. The feeling is we must not shock the people too much wi
the main estimates, and therefore we moderate the main estnn‘ates. and make up
the deficiency in the supplementaries. Is there anything of this kind or do you
Suspect anything of this kind in the preparation of the estimates?

Mr. STEELE: 1 would have to say no.

Senator CRERAR: Of course you would.

Mr. StEELE: I would like to comment on that.

Senator CRERAR: I should not have asked that question. I am sorry I asked
You that question. / 5 t
The CHATRMAN: Perhaps the witness expressed his view in hlS. ftatem:;le
when he said there hag been a tendency to rely rather more heavily onable
Supplementaries to resolve policy differences which were perhaps not cap
of resolution at the time of the main estimates.

Senator CRERrar: I am sorry, I was a little late in arriving, and I missed
that.

The CHAIRMAN: Yes.

Senator CRERAR: I think thig is a matter, Mr. Chairman, that ,Sh!;’cueld iinl
gage our attention very closely., I can add from my own expf}?eTre’asury
will not be injecting a bersonal note, that for ten years I sat onditui S e e
Board, and one job of the Treasury Board is to reduce eXpefL1 ey A
different departments, where possible. There were departments Sty
which expected a cut when their estimates came to th? Tret?‘si?;s were' sub-
ministers accepted what the situation was, and the main es lllme i i
mitted to the Treasury Board with the expectation that ther ek o T
cut. I do not know if that exists in the more virtuous aglff,I rmczairman theré
Perhaps that has all disappeared. I do not know. However,'der-ing i n(’)w
is nothing more important than this business we are consi :

Senator LAMBERT: Would this increase not be ‘dlz?asﬁo a good many of the
readjustments that have taken place with the provinces? e

Mr. STEELE: No, sir. I would not single that out as the particu e o
for larger supplementary estimates. However, where _you gettdlx)scussu;rlxs
Which are going on over a period of months and which cannot be nea y
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brought to a head by the time of the main estimates, that causes the reliance
on supplementary estimates to adjust these things. I would mention another
case, like the programs of works which have been put into the Department
of Labour—the municipal winter works program. It has become the pattern
to have them appear in the supplementary estimates, because that fits better
in the time of the year when you can make a judgment of how much you want
for that purpose. You cannot do that 18 months before, because it is a question
of providing short-term employment projects for winter. This and other items
of this type have tended to come into supplementary estimates.

Senator BURCHILL: You mentioned 18 months. It that between the time the
estimates are considered and when the money is spent?

Mr. STEELE: The period over which they have to spend it, that is right.

Senator BURCHILL: It is exactly six months—

Mr. STeeLE: Nine months.

Senator BurcHILL: But the estimates are being prepared in November;
did you not say that?

Mr. STEELE: They are submitted to the board in November.

Senator SMITH (Queens-Shelburne): For the last two years we have the
total amount of supplementaries and final supplementaries. Can you use them
as examples and indicate from memory what items went into those sums of
$463 million in. one year and $479 million in the year previous for 1961-62? It
related to policy changes and the important things that happened over which
there was no control in making up the estimates. You did mention municipal
works, and one of the questioners mentioned payments to provinces. Were
there other policies involved in those two specific years?

Mr. STeeLE: We could deal with that quickly, if we had the details of
those supplementaries here. We will get the supplementaries together, sir.

The CHAIRMAN: I think the committee would be interested in a little more
information on what is going into supplementary estimates.

Senator CRERAR: I have one question more. I was interested in the amount
of money being spent on the Indians and Eskimos, amounting to about $200,000
now. That is in two departments, one being the Department of Citizenship
and Immigration. The amount required for Indians and Eskimos is segregated
in the amount of about $60 million. The other big part is in the Department
of Health and Welfare. Apparently what is spent on health and welfare for
Indians and Eskimos is combined with all the other expenditures of health
and welfare. I was wondering if it is possible to have that item segregated,
so that the committee could have the actual amounts spent in health and
welfare on Indians and Eskimos alone; because they are the responsibility of
the federal Government particularly.

Mr. STEELE: Yes.

Senator CRERAR: Could that be done?

Mr. STEELE: Yes, sir. There are actually three departments. You have
mentioned the Department of Health and Welfare, where you have the health
costs. There is provision in the Department of Northern Affairs and National
Resources for the Eskimo, and in the Department of Citizenship and Immi-
gration for the Indian. But we can get for you the accumulated expenditures
or estimates in 1964-65, by drawing these together, and we will produce that.

Senator CRERAR: It is news to me that there are three departments now.

Mr. STEELE: The cost of education and welfare of the Eskimo appears
and has appeared in the Department of Northern Affairs for quite a number
of years.



FINANCE 13

Senator IsSNoOR: Mr. Chairman, I had made a note along similar lines to the
question askeq by Senator Burchill in regard to the time of making up the
estimates, I understood Mr. Steele to say that actually it was covered by a
period of about 18 months. I was wondering if it might be helpful to the
Trfeasury Board to cut down that period of time. - Then, to go on to the second
Polnt I had in mind: what is the difference in percentage, roughly, of the
estimates of the ministers presented to the Treasury Board, and the ministers
final decision when it comes back to you?

Mr. STEELE: What percentage reduction?
Senator IsNogr: Roughly yes.
Senator HNATYsHYN: Is there a reduction?

Mr. STEELE: There are always reductions. I will speak to the first part
of your Question, if I may, Senator Isnor, on the subject of the time. We are
always in thig dilemma of fighting the deadline that exists in the preparation
of this Mmaterial. The experience of the departments is that the earlier we ask
them to prepare ‘the material the less accurate it is likely to be. If we ask
them, for instance, to submit their estimates by September 1 for the next

scal year, rather than November 1, as they do now, they will submit to us,
and we would agree with them that this compounds the difficulties of fore-
casting more accurately their cash requirements; and we are anxious to get
a8 accurately as possible what the cash requirements are. On the other hand,
the later we leave it, the more difficulty we are in from the Treasury Board’s
boint of view in providing enough time for analysis, and for ministers to meet
on it, and then to produce the actual book itself; because there is a con-
siderable mechanical Job involved in getting all of the decisions recorded and
reflected ang producing the book. It takes about six weeks really after the last
decxsi.on is taken to get the thing cast in a form ready to be tabled. So we
certainly get thig kind of problem each year; and we would like more t¥me
to work on the estimates with the departments, but they tell us we are just
making it less meaningful from their point of view. b
ot Vil now speak 10 the other point briefly, if I may. The policy objectives
Which the board is trying to seek will to some extent move the way in which
..C reductions are sought by ministers. I have indicated this simply because
1t is quite clearly public knowledge on the part of the Minister of Finapce
that the objectives he is seeking are to narrow his budgetary deficit situation.
In terms of the Impact of this on Government spending from time to time,
we havg been pretty ruthless in new spending programs, and at the time of
the review last year there were some considerable cut-backs. I do not know
whether it would be appropriate for me to mention a percentage or absolute
amount, but I assure you that they were pretty significant in terms of what
the departments put to us. It is not at all unusual in estimates for the Treasury
Board operation to result in a reduction of $100 million from the submissions
but up by a department. A lot of this admittedly comes from areas of new
capital intentions, for instance. )

Senator Haig: Mr. Chairman, as a matter of practical application, the
Government hag decided to make a grant or gift to the disaster fund at
Nanaimo. Where does it come from? :

Mr. STEELE: It will have to be voted by Parliament. It will appear in the
Supplementary estimates.

Senator BURCHILL: Is there any section of the Department of Finance, or
any other department, that attempts to make a forecast of expenditures for
Years ahead?

Mr. STEELE: The various departments which have an interest in this
are just now beginning to do more effective work in this area. The Treasury

Oard is interested in this and makes this type of forecast, in terms of trends,
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of what a particular percentage increase on a year-to-year basis is likely to
produce, say, five years ahead. Agencies like the Economic Council, which
has now come into being, and work of certain royal commissions in recent
years have focused on this type of problem. The Department of Finance is
certainly doing more work in the forecasting area than we have done
heretofore.

Senator BURCHILL: For a five-year period? .

Mr. SteeLE: That is as far as you can go ahead and sustain any accuracy.

Senator SMITH (Queens-Shelburne): When you use the phrase “Treasury
Board,” do you mean those members of the cabinet named to Treasury Board?

Mr. STEELE: Yes.

Senator SMITH (Queens-Shelburne): And you are not referring at all to
civil servants who are in a position to advise those members of Treasury
Board as to what their action may be? in other words, you, as civil servants,
in the past have had no influence on whether or not a department should go
ahead with a capital expenditure. You might assist the various ministers—
am I stating the thing correctly? -~

Mr. STEELE: Yes.

Senator SMITH (Queens-Shelburne): —in making a decision, for larger
reasons, which would be accepted by his colleagues. That is the technique
and the operation, is it?

Mr. STEeLE: Yes. We would certainly do two or three things in discussing
estimates with departments. We would certainly feel it was part of the job
of advising ministers to look at the specific proposals they are putting up and
to make judgments as to whether or not they seemed to come within what
we understood to be the policy of that department. When I said the estimates
are supposed to be submitted for approved programs, it would be part of our
job to examine the estimates submitted to see whether this is in fact the
case. It would also be part of the job we would undertake to interpret in
broad terms the directions the Minister of Finance has given, for example,
to achieve certain policy objectives by way of expenditure controls in the
new year; to interpret this to the department when they put their submission
up. If it seems, with the best will in the world, what they are putting up is
not likely to be approved, simply because of its magnitude, we would advise
them to this effect and bring it up in discussions with the minister. When I
am talking about Treasury Board I am talking about the ministers, and our
role is advising.

Senator SMITH (Queens-Shelburne): The way I put it and the way you put
it is not the general public understanding of it. They believe that horrible
civil servants are denying ministers the opportunity to spend money in the
public interest.

Senator FLYNN: The last column of Table I gives the total approved esti-
mates for a given year. Is there any significant difference between this amount
and the actual amount spent?

Mr. STEELE: Yes, there is. Perhaps you would permit me to refer to that
point when I come to the analysis, because the difficulty is a real one of
relating estimates to expenditures.

The CHAIRMAN: Shall Mr. Steele go ahead?

Hon. SENATORS: Agreed.

Mr. STEELE: I am talking about the-estimates which you have for 1964-65,
and I thought I should at the outset use the same words of caution which the
Minister of Finance used when he tabled the main estimates in the House
of Commons. His statement at that time indicated that the estimates totalled
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$6,703,000,000. He noted that to compare this with the total of estimates at
that time for 1963-64 W}(liich was $6,619?000,000—-and these figures are used in his
statement—would pe misleading. This was so because the 1963-64 figure did
not include the final supplementary estimates, and the figure for the new yeér
did not include any of the supplementary requirements for that year. He
therefore indicated in his statement that an accurate or reasonably accurate
omparison of expenditures between the two fiscal years should await his
budget presentation. s

The Minister of Finance, when he delivered his budget statement on Marc4
16, 1964, indicated to the house that the final expenditure total for 1963-13
would be approximately $6,892,000,000. This is the figure contained in =
White Paper. Also he indicated that the main estimates for 1964-65, whic
stood at $6,703,000,000 would no doubt be added to by a number of items. He
referred to the additional expenditures under the equalization payments to
the provinces. He referred to the usual provision for municipal winter Work,
for winter house building payments, and other housing items, for subsidies t?
the railways, including a consideration of the recommendations of the ROYa
Commission on Transportation. He referred to the usual losses in the agricul-
tur.al stabilization account and the operating deficit of Canadian National
Railways. A1l of these items will, if they come to pass, appear in the supple-
mentary estimates. When you take these into account, along with the normal
Provision for other costs and the lapsing amounts in the appropriations, he
Indicated that the total budgetary expenditures for 1964-65 would be about
$7,125,000,000.

Senator CRERAR: May I interject a question? To get the total picture you
have to include the old age security payments? : :

Mr. STEELE: These are non-budgetary, but as for cash, you are quite right,
¥Ou add the payments out of the Old Age Security Fund. They have to be added
to that. In the next year that will represent something in the neighbourhood
of $800 million. This would be an inorease of about $233 million. These totals
I am talking about—the $6,800 million as against the $7,100 million—rep-
resent an increase of about $233 million, or some 3% per cent over the expendi-
tures for the previous fiscal year.

. Senator Flynn, this is the relationship of tying expenditure figures forecast
in his budget back to the estimates.

Senator CRERAR: That wil] not include the extra paymen‘;s to the provinces
as a result of the Quebec conference at the beginning of April?

Mr. STEELE: He has anticipated some of that in his $7 b1lhon._ g

If one now turns to the tables which were prepared and included with
the statement of the Minister of Finance on tabling the main estimates, I
think it is possible to refer quickly to the areas which account for the afore-
mentioned increase. If I may refer first to the summary of the estimates of
statutory expenditures—this is Table II which appears in t_he presentation—you
Will note the increase in this area is $260 million; that is to say, more than
the total increase which the minister expects in the new fiscal year. The
explanation of the difference, of course, is that other programs have decre.ased
Substantially. By far the largest of the statutory increases is the provision
for public debt charges. Here again the Minister of Finance did note in his
Press statement that the true increase on an actual expgndlture‘ basis was
only ¢59 million, but we have here on an estimate comparison a 'dlfference. of
$156.9 million. The difference relates primarily to an under-estimate which
APPeared in the estimates for 1963-64. :
The basis of calculation of debt charges has been changed in jche new year
and is now a more comprehensive indication of the likely costs, including the
NeW refunds and other issues which they expect will be required, all of these
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calculated on the interest rates prevailing just before the estimates were
printed. One of the difficulties of analysis is indicated here right away, namely,
that the tables to which I refer are all estimate-to-estimate comparisons rather
than estimate-to-expenditure comparisons which the minister uses in his budget
presentation. The other significant increases in statutory costs include
$35,000,000 under the Hospital Insurance and Diagnostic Services Act. They
include an increase of $10,000,000 under the Trans-Canada Highway Act and
there is an item which appears for the first time, the payment to the Canadian
Corporation for the 1967 World Exhibition of 17.9 million dollars.

These, with a number of other changes, make up the total increase to which
I referred. There is no doubt that the statutory changes between the two fiscal
years explain in large part the over-all increase. However, if one turns to a
comparison of the Estimates on the basis of operating capital and other costs,
some other relationships are brought out. The tables which were prepared re-
flect a Main Estimates to Main Estimates comparison—that is to say, the Main
Estimates for 1963-64 and the Main Estimates for the new fiscal year—and
although they take no account of the supplementary estimate effect they do
indicate the orders of magnitude.

Perhaps they are most useful in looking at the capital and operating costs
of the Government because these do not tend to be changed very much by sup-
plementary estimates. I am referring to the normal operating costs.

You might note that the operating costs are expected to increase by $145.8
million in the civil area of government. This total figure covers a wide range
of departmental changes, some of which are perhaps noteworthy—for example,
the new Department of Industry, $10 million, and I have mentioned the
Canadian Commission for the World Exhibition, $17.9 million.

There is a large increase of $18.5 million for Public Works which, in large
measure, results from a transfer of costs to this department from the defence
area, resulting from the transfer by Defence of responsibility for facilities at
Churchill, Manitoba and the Northwest Highways System. So, a good part of
that seemingly large increase in Public Works is because of this sort of
transfer.

Senator IsNOR: What is the net difference because of that transfer?

Mr. SteeLE: Offhand I would think that $14 million of that $18.5 million.
is accounted for by the transfer of Defence costs to Public Works on those
two accounts.

The CHAIRMAN: Does that answer your question, Senator?

Senator ISNOR: Yes.

Mr. STEeLE: I would not regard the other changes in operating costs in
any way significantly different in this year from previous years. In fact, the
base figure of $1,200,000,000 for civil operating costs seems to bring an annual
increase of some $100 million by reason of the normal growth in the costs
of government.

I think I should perhaps refer to the levelling off of the National Defence
costs which has had a stabilizing effect on the growth in general operating
costs in the last two or three years. When one turns to the capital costs one
notes that taking both civil and defence costs together they show that in this
area there is a decrease of $55 million between the two fiscal years.

The CHAIRMAN: But the total decrease is in national defence?

Mr. STEELE: Yes, I guess all of it is in national defence.

The CHAIRMAN: All of it, and perhaps some more?

Mr. STEELE: Yes.

The CHAIRMAN: The decrease is $17 million, and the total decrease is

$55 million.
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Mr. STEELE: Yes, that is right, and it hides an increase of $20 million in
the civil areg,

The CHARMAN: Where would that decrease start? Would it start as a
matter of the policy of the ‘minister of the department when the estimates
are originally submitted?

Mr. SterLE: It depends. The Defence Estimates for 1964-65 as concerns
Defence are entirely due to the fact that some of their major 1:e-equ1pment
Programs have now gone past their peak points. I should mentlop, p_erhgps,
the CF-104 re-equipment program for the air division. At this point in time
nothing has come along to replace it. In other words, some of the new pro-
grams that will come along as the White Paper is given effect have not yet
ade their impact on the Defence Estimates.

Senator McCurchron: It has been indicated pretty clearly that capital
expenditures are not expected to be permanently decreased.

Mr. STEELE: No, T think they fell, as a matter of policy, that they are too
low now in relation to their total costs, so the figure for 1964-65 is lower,
berhaps, than it will be again for some time.

. I have mentioned a number of areas of increase, but these have been
ent}rely offset by other decreases to produce the result indicated. The area
entitled “Grants, Subsidies and Other Items” encompasses in large part the
statutory costs which were brought out in the other table so that there would
Séem to be no need to refer specifically to this heading again. .

Although we do not include in the tabled material other information on
a more detailed basis, I could, perhaps, refer briefly to the additional sum-
ma}‘ies which are considered by a treasury board when reviewing the main
estimates. For example, it is usual to present a breakdown of the e§timated
expenditure under the So-called standard object headings. I think it is note-
worthy that the largest item in the operating costs of government is tpat
for salaries and Wwages. The civil salaries and wages component of operating
costs, including civilian allowances, is expected to increase by $14 million in
1964—65. That is, by far, the larg’est and most significant of the operating
costs increases. As the size of the Government service grows the proportion
of operating costs devoted to the salaries and wages bill is a factor of major
Significance,

Accompanying this is the presentation made of the establishment require-
ments for the new fiscal year and it was indicated to the Treasury Board
this year that there would be an increase of some 3,000 man-years of addi-
tlonal. establishment over the previous fiscal year. Here, again, the largest
pew item is some 800 man-years required for the new Department of Indus-
try and the expanded functiong of the Department of Defence P'roducj'tlon.

The Department of National Revenue, specifically the Taxation side of
that department, shows a large increase, mainly due to the additional work
In the processing of provincial returns, and the work which they are doing
In conjunction with the Unemployment Insurance Commission in preparation
for the administration of the new Canada Pension Plan. A lot of the pre-
liminary work in this area is reflected in the staff requirements of these two
agencies.

The Post Office Department shows an increase of over 600-man years.
This reflects directly the growth in the work load which ‘that department
SXperiences on a year to year basis, and it can be pretty directly calculated
o the volume of mail moved and the revenue from 15he postal areas.

These increases when coupled with our expectat1qns about salary changes
unt for the increase in the Salaries and Wages !0111. :
Although this is far from being a complete review of the details of the

Estimates changes, Mr. Chairman, I think it does give the committee some
20897—2

aceco
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indication of the type of information which is available to the Treasury Board
when it considers the Estimates. It indicates also what the principal con-
siderations were when the Estimates for 1964-65 were reviewed.

Perhaps I could turn briefly to the other subject to which I have been
asked to refer, namely, the changes in the form of the Estimates and how
these relate to the recommendations of the Royal Commission on Government
Organization. Perhaps I could complete this, and then come back to questions
on the structure.

In the press statement of the Minister of Finance on tabling the estimates
he referred to the fact that the Estimates for 1964-65 contain only 230 voted
items, and that this compared with close to 500 or more in previous years.
This reduction was achieved by consolidating a large number of items for-
merly in the Vote section of the Estimates, but the consolidation has been
done in such a way as to preserve the same amount of information in the
details section so that there will be no loss of information available to the
house or to the Senate when they review the estimates. These changes were
endorsed by the Public Accounts Committee of the House of Commons last
December, and were put into effect in the new fiscal year.

It is believed that the larger votes will provide for a better discussion
of Estimates in the house, and also that this will facilitate the improvement
in the quality of financial management in the Public Service which the
Glassco Royal Commission was seeking. However, it is intended that the first
recommendations of the royal commission be studied with a view to their
implementation. The most important consideration here is the ultimate pres-
entation of the Estimates on a functional or program basis, so that the
manner in which the expenditures are actually controlled by departments will
be the way in which the information is presented publicly for consideration.

Perhaps I could refer briefly, Mr. Chairman, to the main recommendations
of the royal commission in this area. They recommended firmly that the
number of Votes in the Estimates be reduced, and that all cost elements for
individual programs be consolidated within the same Vote. They recommended
that departmental estimates be prepared on the basis of programs of activity,
and not by the traditional standard headings. They recommended also that
the establishment review be undertaken as part of the overall review process,
and that more objective standards for analysis and comparison be developed
and employed, not only by senior departmental management but also by the
Treasury Board in its reviews.

I would say without qualification that in all respects some aspects of these
proposals have either been implemented or are currently under study. For
example, one of the other recommendations in this area refers to the need
for long-term plans of expenditure requirements, and the preparation of an
overall forecast of government expenditure on a five-year basis, this to be
kept up annually.

The staff of the Treasury Board are currently engaged in a deep study
of forecasting techniques. I did refer to the fact that we are having discussions
and working with such agencies as the Economic Council, which is concerned
with making projections in the public sector. As part of the estimates process,
it has been required of departments for the last two years that they submit a

forecast looking two or three years ahead, when making their estimates. We °

currently plan to extend that to five years, and the process of reviewing pro-
grams for the future should be based on this longer look.

I now turn briefly to the presentation of estimates and the development
of more objective standards of analysis. It will be recognized that this is a
problem of some significance and complexity.

Some months ago the Government agreed that the best way to carry this
forward would be to undertake pilot studies in several departments of Govern-
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mient 'and to have these studies done by departmental and Tregsury Board
officials in conjunction with the use of management consultant services engaged
specifically for this purpose. : i
fter some studg, itp was agreed that these examinatlor_ls would be carrxeg
out in the Departments of Agriculture, Northern Affates TIEE e
Veterans Affairs, The first three months of this examination has now been
{pbleted and preliminary reports have been submitted to the managem?ts of
ese departments, recommending what seem to be the suitable breakdowns
© of programs or activities around which not only the estimates but the Whollg
dccounting and financial reporting systems within the departments wou
henceforth be built.

Senator Isnor: What do you mean by ‘“‘we”?

Mr. Stegrg: When I say “we” here I am rather loosely referring to the
collection of officials carrying on these studies which have not yet been pre-
sented to the Government. :

Senator IsNOR: That is what I want to have clear—whether it is the
Treasury Board or whether it is the financial advisors. ;

Mr, STEELE: I am now in an area in which the future plans aqd stug:hes
here are pot yet referred back to the minister or Parliament for consideration;
:’(E) é dM really unfolding what the method is for looking at some of these

udies,

We are testing the recommendations of the royal commission to see whether
they can pe applied in a Government setting. The Treasury Board staff are

Co-ordinating this, but it is being done closely with the departments con-
cerned,

Senator Isnor: I see. That is it. It is the Treasury Board advisors.

Mr. SteELE: Yes, sir, they are co-ordinating these studies. : ;

What is envisaged here is that upon completion of these studies and in
collaboration with the departments concerned, the Treasury Board will under-
take to consider converting the existing pattern of estimates and accounts to
this new format, 4 i

Furthermore, it 4 n the basis of these studies it may be
Dossible tq extend ’clfleli‘oﬁgg;‘?s ;}el?rtelgped to other departments of Governmgnt.
It woulq not pe realistic, however, to expect that these change_s can be im-
Plementeq in time to aﬁec:t the estimates for 1965-1966 and there is some do_ubt
Whether the WOrk would be sufficiently advanced to be incorporated even into
the Succeeding figea] year. However, the studies are under way and within t.he
Next two or three years‘I would expect that the Government, if it carr1eeé :
forward with this, would be presenting to the House, recommenvdatlops bisi <
on these studies, which would have a significant effect on the way in whic
the estimates are presented for study. : y

Mr. "Chairman, 1 have now reviewed briefly the three main areas which
you asked me to cover. ;

Senator IsNog: The only reason I asked the question'as to the meaning
Of “we” was to establish who was giving this good advice; and the credit
haturally shoulq go to the Board. s

The CHATRMAN: He was a little modest about accepting it.

Mr. STEELE: I am anxious to make it clear that this is all the work of
Officials and has no significance other than that. It has not been conveyed to

€ Ministers at all.

Senator BURCHILL: You indicated that a large portion of the increases
between the two years, for various items, was due to the labour content. There
1S a forecast of increased wages—that is correct, is it not? Take the case of
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the Department of Industry; there is an increase from $14 million to $24
million. They are all of that character.

What about the number of people who are on the Government payroll?
That leads it back, does it not, to the cost of Government? Is not the number
of people employed by the Government increasing every year?

Mr. STeeLE: I would say it has increased pretty steadily over the past
10 years but that the effect of a pretty severe curtailment of departmental
plans in the last two years has brought a pretty significant levelling off, and
in fact some of the decreases in certain areas have completely offset in-
creases in civilian areas. We have a considerable change in the civilian sup-
port staff of the Department of National Defence, perhaps by as much as
2,000 positions. There has been growth in other departments but in absolute
terms there has been a considerable levelling off in the last three years, I
would say.

I brought this up as being of some significance. In 1964-65 there is going
to be a forecast increase of some 3,000 man years for various reasons. One
was the onset of a new department and some other programs.

Senator BurcHILL: I think that the growth feature is one we should take
into consideration in the future—or, you say, it has been levelling off?

Mr. STeeLE: Just in total, sir.

Senator BurcHILL: I would like to see the figures, because we have an
idea that this is growing and growing all the time. That is in contrast very
much to what is happening in industry today, where they work in the opposite
direction. They watch very closely so as to keep labour costs down in rela-
tion to other costs. With governments, of course, it is an inverse ratio.

Mr. STEELE: Government is what is known as a labour-intensive opera-
tion. Industry has enjoyed the impact of automation and system improvement
to a far greater extent than Government has so far, or that perhaps Govern-
ment can, because of the nature of the operation.

Senator SMITH (Queens-Shelburne): I wonder if Mr. Steele would com-
ment on the present status of the Civil Service freeze.

Mr. STEELE: It has been unfrozen, sir,

Senator SMITH (Queens-Shelburne): What is it?

Mr. STEELE: In terms of control, it has been unfrozen. In terms of the
ability of departments to engage staff, we have instructed them—when I say
“we” here I should say the Board—and in considering the estimates for this
year, the Board has agreed to permit departments to go back to original
establishments, provided that in engaging additional staff, they live within
the sums of money which appeared in the main estimates. This was an un-
dertaking that we would take off the arbitrary holding of establishments
and return to straight financial control, by and large, over this area of cost.
So we are now reviewing these departments, to see the additional establish-
ment requirements.

Senator BELISLE: Mr. Steele, you mentioned a while ago that there was
an estimated increase of $40 million in salaries. What was the increase last
year? Is it because the salary has been unfrozen, that the $40 million has
occurred?

Mr. STeEELE: To some extent, it certainly is higher than it has been in
previous years, because of growth. I mentioned the Department of Industry,
Defence Production and the Post Office.

The year 1963-64 compared with .the previous year in the provision for
Civil Service salaries and wages, and as a result of the full effects of the
freeze there was practically an even situation. In other words, we expected at
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the time of the main estimates when we were considering them in 1963-64 that
Civil Service salaries and wage costs would be heavy. We would have to
turn to the actyual expenditure record to see whether that was the case,
but we certainly didn’t have any increase like $40 million. The effect of the
freeze wag to contain in that year at least salaries and wages. :

Senator BErisLe: What will be the comparative percentage with respect to
the $40 million? Will it be 25 per cent?

Mr. STEELE: Before we had this period we had been going through where
We had been holding down staffs and costs, the actual salaries and wages would
Increase $25 million to $30 million in a year. So if I say $40 million next year,
Which in fact is what it is, it will be perhaps, or could be, 33} per cent
Increase. I think we should produce more accurate information than just
guessing, but we will 1ook this up. :

Senator ISNOR: What comment have you to make, Mr. Steele, with rega}rd
to the installation of automated machines enabling departments to operate with
less manpower?

_ Mr. StEgLE: Well, they certainly, with a great deal of difficulty, have been
trymg to put into effect an automatic sortation system, for example, at the
terminal pogy office stations. In fact, they have automated quite a lot of their
central terming] post office stations; but there is no substitution for the man
delivering the mail as yet. That is the point I am making.

. Senator Crerar: I should like to get this pinpointed a little. Could you
glve us g comparison between the total number of civil servants, say, at
the end of March this year? That is the end of the fiscal year, is it not?

Mr. STEELE: Yes, sir,

Senator CRERAR: Can you give us a comparison of that with what it was
the year before?

; 1_VIr. STEELE: Yes, we can produce this for you. I do not know that we have
1t quite readily at hand, but we can get it. ’

Senator CRERAR: While you are doing that, I suggest that you might include

Tévenue postmasters, They do not appear on the salary roll?
Mr. STEELE: No,

Senator CRerag: The i ale of money orders and postage
stamps and that sort of thiyngC}e];llt‘Yllélse:?;elzsethey. are ts;xed; they are in ’d}e
total roll of civil cervants. What is rather surprising to me is the growth in
the expenditures for the administrative processes of government as revealed
In the months required to cover a period. Personally, Mr. Chairman, I would
like to probe into that a bit, 1 Tecall at the outbreak of the war in 1939 the
total number of civil Servants in the Government was about 46,000 or 47,000,
and the total payroll at that time was in the order, I think, of about $99 mllllqn,
more or less. Of course, that was 25 years ago. Today on a comparative basis,
I believe there are over 200,000 civil servants, with a total payroll of perhaps
$700 million.

Mr. STEELE: $800 million. I think that total is closer, B

Senator CRERAR: It would be interesting to know why this has happened.

base some of my thinking on my experience of over .10 years. I know the
Pressures there are for expansion in various ways. Considering the somewhat
abpalling total of expenditures for this year, I think that would be useful
Informatjon. Also, I should like to get data from the other departments on
Indians ang Eskimos, so as to get the total sum put together.

Mr. SteELE: On native costs?

Senator CRERAR: What are we spending on that?

Mr. STEELE: We are spending about $200,000 on Indians and Eskimos.
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Senator McCuTcHEON: Mr. Chairman, my question is supplementary to
the request made by Senator Crerar with regard to a comparison, as I under-
stood it, of the situation at the end of the fiscal year 1963 with that of 1964.
Could Mr. Steele give it to us at the end of 1965?

Mr. STEELE: In exactly the same areas?

Senator McCUTCHEON: On the establishment, and so on.

Mr. STEELE: On the establishment. We can do that.

The CHAIRMAN: The only difference is between manpower and the other,
the temporary employment. :

Mr. STEELE: The man years is designed to be both for the time staff and
the temporaries as well, so it reduces it, in other words, to this common
denominator.

Senator McCutcHEON: All I want is to see two actual comparisons. What
is the trend in that line. Is it going up more rapidly at this stage as a result
of unfreezing the physical positions and imposing the financial control which
Mr. Steele refers to? ]

The CHAIRMAN: Are there any other questions?

Mr. STEELE: Mr. Chairman, I should like to say something at this point
so that we can serve the committee best. Part of the consideration which
would affect what Senator McCutcheon is seeking would be better brought
back to the committee two weeks from now, because the Treasury Board is
just at the point of considering the 1964-65 supplementary requests.

The CHAIRMAN: We shall still be in business two weeks from now. Shall
we adjourn at this time, or are there further questions?

Senator Haig: I move that we adjourn at the call of the chair.

The CHAIRMAN: We cannot meet next Tuesday because there will be two
other meetings held on that day. Also, Mr. Steele will be away next Tuesday.
Shall we then leave it to the chair or the steering committee to decide, and
probably we could meet on Tuesday morning a week from today, if we sit
on the Monday evening?

Hon. SENATORS: Agreed.

The committee adjourned.
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THE SENATE

STANDING COMMITTEE ON FINANCE
EVIDENCE

OrTAWA, Tuesday, June 2, 1964.

} The Standing Committee on Finance, to which was referred the estimatgs
laid before Parliament for the fiscal year ending 31st March, 1965, met this
day at 10.00 a.m. v

Hon. T. D’Arcy LeoNaRD (Chairman), in the Chair.

The CHARMAN: Honourable senators, we have a quorum. Apparently
10. o’clock on a Tuesday morning seems to be a very good time for the com-
mittee to meet, so we will carry on with that precedent.

Last week we had before us Mr. G. G. E. Steele, Under Secretary of State;
D?' George Davidson, Secretary of the Treasury Board, and Mr. J. C. Allen,
Director, Estimates and Administrative Procedures, Treasury Board. These
gentlemen have returned to carry on. You may recall that a question was
raised as to the expenses of the Indians and Eskimos, and the officials prom'1sed
to obtain some information correlating the different expenditures in the various
departments. That statement is now being distributed. You will baye an
opportunity of perusing it, and then we will decide whether to put it in the
Proceedings of the day.

Senator Pouliot, you may recall, had a motion on the Senate Order Paper
dealing with the publications of the Printing Bureau. He withdrew the motion
In order to refer the matter to this committee. Senator Pouliot would like to
speak to that now. Is it your pleasure that we hear Senator Pouliot?

I Senator MoLson: Before we become involved in today’s proceedings may
ask if there is available a copy of last week’s minutes?

The CHARMAN: No, they are not ready vyet.

i kSenator MOLSON: I think we should make sure that they are ready from
eek 1o week. Last week’s minutes would be of great value to us today.

! The CHAIRMAN: I was hoping that they would have been ready today. It

S Possible that they may be distributed today, but we will have them within

the week. Shall T ask Senator Pouliot to speak to the matter that he suggested

be referred to the Committee?

Hon. SENATORS: Agreed.

Senator Pourior: Thank you, Mr. Chairman. Honourable senators, in the
ﬁrst blace, the other day there was a sessional paper which contains interesting
information tabled, but the information can be used only if the report i1s
tabulated. It concerns the publications of various departments. There has been
no answer from the Department of External Affairs, but nevertheless a tabula-
tion could be made from what we have at hand. This is the first thing I wanted
to mention, and if you agree, honourable senators, the chairman can give
Instructions to have this properly tabulated by the Bureau of Statistics or by
another organization. No one of us has the time to do it. When it is done the

Information will be clear and concise, and we will understand what is con-

taineq in it,
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The second thing I want to mention is that I had two questions together
on the Order Paper, one was about publications to show the number of
publications that come out of the Printing Bureau, on the one hand, and some
information concerning translations, especially translations done outside of the
Bureau of Translations by men and women who are engaged by the various
departments to do them, on the other hand. The question was on the Order
Paper nearly all of last session, and it has been on the Order Paper since almost
the beginning of this session, and yet no answer has come from the Department
of External Affairs. I can proceed to establish the importance of the Bureau of
Translations only if I have, on the one hand, complete information concerning
the Printing Bureau, and, on the other hand, information concerning all the
translations done by men and women who are paid by the Government of
Canada to do them.

This morning I will not keep you any longer. This morning I will get in
touch with the Department of External Affairs and I will ask them to be diligent
in answering the question concerning the translations made outside of the
Bureau of Translation. There are many reasons for that. I mentioned that in
the Senate the other day very briefly.

Now you have your agenda to proceed on and I thought that it was very
wise to follow the course that we are following now. It will give you a bird’s
eye view of the management of the Canadian Government business.

I do not want to embarrass you or to delay you and if I have put ques-
tions on the Order Paper it is in order to have nraterial available to you to
give you the best possible opportunity to get some more details from those
concerned.

If T do not get all I have been asking for it will be quite difficult to
proceed this session on the questioning of the high-ups in the Printing Bureau
and in the Bureau of Translation. I hope that you will support me in my insist-
ence to get a complete answer to the question that I have put concerning trans-
lators from outside. Thank you.

The CHAIRMAN: Thank you, Senator Pouliot. With respect to your first
suggestion as to the tabulation of statistics and your suggestion that we have
the Bureau of Statistics do that, I anticipate we will be having a meeting of
the Steering Committee this week with the Treasury Board officials. Will it be
satisfactory to you if the Steering Committee takes up this question as to how
these statistics may best be dealt with?

Senator Pouvriot: If it is decided by you or by the Steering Committee,
it is satisfactory to me.

The CHAIRMAN: As to the second point, as to the Bureau of Translation,
do I understand that you are still going to endeavour to get the answers to your
questions, or do you want the Steering Committee to do anything about that?

Senator PouLioT: There is a new Deputy and he is eminently qualified for
the position and I have spoken to him. I will get in touch with him this morning
and I will tell him that I brought the matter before the committee and that
I explained the whole matter to you and that apparently I had the support
of the committee to get an answer to those questions. It may be I will go too
far in saying that but I need some support, you see, and all I want is informa-
tion.

The CuHAIRMAN: I take it, then, you will be in touch with the deputy
minister; and then, if there is anything further you want to bring before the
committee on that point at the next meeting, you can do so.

Senator Pourior: I will tell him that I have an implicit power of attorney
from the committee.

The CHAIRMAN: Is that agreeable?
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_ Senator SmrtH (Queens-Shelburne): I do not want to quarrel with my old
friend of many years, but I do not think we want to involve ourselves until we
€arn the reasons why this information has not been produced. I understand
1}9 question has been on the Order Paper for some time. There must be some
dlﬁiculty with regard to it. I suggest that the Steering Committee, or you your-
Self as chairman, try to get an understanding as to what is holding this up,

efore we as a committee take what I consider would be drastic action to direct
them to produce information which it is difficult for them to produce, after all
this time.

The CuamrmaN: I wonder if it would be satisfactory if you go ahead to the

€buty minister, without saying we have made a decision in any way but that

You have brought it before us and that our action is pending, subject to what
You will be able to obtain from the deputy minister.

Senator Pourior: Yes—and what I have been speaking of did not carry
lame for the Government at all.

The CuairMmAN: No.

Senator PouLior: I do not say that there has been anything wrong, except

at it is very dangerous to ask people who are foreigners to translate secret
Papers. That is another point. To insist on an answer incurs no blame. I take it
hat T win surely tell him, if I am to phone to him, I am sure to tell him that I

Mentioned the matter before the committee and the committee was anxious to
8et the answer.

Besides that, Mr. Chairman—and this is my last word—I do not want to
but you to the trouble to telephone him. I am ready to do that. It is my question
and I follow the question just the same as anyone would follow a child on the
Street. I follow the question and sometimes I have to walk a long while, but

follow the question just as closely as I can.

The CHAIRMAN: This is the first time it has come before this committee.
I'do not think the committee should really come to any conclusion at the moment.
You will pursue your efforts, we will have the matter before the Steering
Ommittee; but if it is necessary to do anything by the committee at the next
Meeting, we will have it on the agenda.

Senator PouLioT: Thank you. My only purpose is to facilitate the work of
€ committee.

The CramrMAN: Thank you. Honourable senators, you all have the memo-
I'*“I‘ldum on Indians and Eskimos before you. I take it it is in order to have this
Printed in our proceedings today.

Hon. SenaToRs: Agreed.

Senator CrEraAR: I asked a question in regard to this. There is a total of
over $100 million.

The CHaRMAN: That is right. By the time you take in the three depart-
Ments, it is over $100 million. \

Senator CRERAR: If any member of the committee is good at mental arith-
Inet_ic, I might ask what that amounts to per capita, on the basis of 200,000
lans and Eskimos, approximately.
The CrammaN: I would think $500 is the quick answer.
‘ol thSenator GROSART: In this document is this the official spelling of “Eskimoes”
€ plural? It is a serious question that I ask.

3 The Cramman: I would think not, but I do not know if anyone could give
definite answer. Dr. Davidson?
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Mr. G. E. Steele, Under Secretary of State: I would venture to observe that
“Eskimo” is the same, I think, in the plural as in the singular.

The CHAIRMAN: Is there anything further before we ask Mr. Steele to pro-
ceed with the submission he was dealing with last week?

Senator SmMITH (Queens-Shelburne): In regard to the supplementary infor-
mation on the sheet which has been handed out to us, showing the supplementary
estimates for the last couple of years—

The CuAaIRMAN: I should have called your attention to the other paper dis-
tributed, which is headed: “Contents of Supplementary Estimates for 1961-62
and 1962-63.” You may recall that this was arranged for at our last meeting.
I assume that it is in order to print that also as an appendix to our proceedings
of today.

Hon. SENATORS: Agreed.

(For Documents see Appendixes “A” and “B”)

The CHAIRMAN: Now, Senator Smith.

Senator SMITH (Queens-Shelburne): My question is, having glanced
quickly and briefly, that it strikes me that most of the votes of the supple-
mentaries in 1961-62, which I am looking at, are related to policy changes,
rather than departments not being able to make up thelr minds concerning
routine matters year by year.

Mr. SteeLE: That is correct, sir. That was my impression when I tried
to answer this question.

Senator SMiITH (Queens-Shelburne): For instance, vocational training
payments was a new program, was it not, that came with a change of policy?

Mr. STEELE: Yes. The supplementaries which have appeared in recent years
for vocational training assistance really result from the fact that the Govern-
ment, as a matter of policy, increased the amount which the federal Govern-
ment would pay the provinces, from 50 per cent to 75 per cent, on vocational
training requirements; and the provinces, for capital facilities; and the amount
which the federal Government is going to put out in any one year under that
kind of a program, depends entirely on the pace of events in the provinces.
This is a very difficult thing to predict, and also tends to start off slowly and
as you know, to build up. Rather than to try to anticipate this in all the main
estimates, we have sort of encouraged the Department of Labour, where these
items occur, to catch these up when they know precisely what the amounts are
likely to be.

Senator SmitH (Queens-Shelburne): That is the explanation for most of
the items I ran through, too, it seems to me, as well as possibly the expense of
national defence for operation and construction items. I think we can assume
for the most part that the supplementaries do develop as a result of change
of policy since the time the main supplementaries were put together.

Mr. STeeLE: It is either that, or, as you have noticed from a number of these
items, sir, they represent provision for things which you would not normally
put in the main estimates. For example, the operating deficit of the national
railway system is something that could only be known at the end of their
operating year, and it has become traditional to put that in the final supple-
mentary estimates.

Senator SmitH (Queens-Shelburne): And I suppose the same applies to
“Agricultural Commodities Stabilization?”

Mr. STeeLE: That is right. You close the accounts at a certain period of the
year, and then you know what the operational loss has been.

Senator MoLsoN: What does the item “NRU” represent?

»
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Mr. SteeLE: That was entirely a policy decision, sir. If T can give you some
baCkground on that, this touches on perhaps another type of item you tend to
but in the supplementary estimates, and that is adjusting entries where you
are writing down the wvalue of assets or making adjustments to the public
accounts. In the case of “NRU”, which was a special case going back a number
of years, when we commenced the construction of the second of the big research
Teactors at Chalk River, the financing of that a number of years ago was ar-
Tanged on the basis that a certain portion would be capitalized and set up as
an asset, and this related in turn to the revenue received from the United
'S_tates government through the sales of the by-products of the research opera-
tion. When that contract terminated, therefore, the revenue value of that
asset was extinguished, and it became necessary at some point to consider writ-
Ing off the unliquidated portion of the asset; and that is exactly what this
item is,

The CHAIRMAN: Any other questions with respect to the memo on supple-
Mmentary estimates?

Senator CRERAR: I should like to refer to the item Senator Smith (Queens-
Shelburne) mentioned a moment ago, Vote 534—Vocational Training Payments,
tabled June 8, 1961. Was there anything in the supplementary estimates before
that for vocational training?

Mr. STeeLE: There undoubtedly would have been a main estimates item.

Senator CRERAR: So this is supplementary to something that was after the
Main estimates? So Senator Smith’s idea was new, and it does not hold there.
It may be true about payments to railways, but veterans pensions at $31 million,
Under Vote 599, is certainly a supplementary to a vote already in the main
€stimates.

Mr. SteELE: Could I answer that one, sir?
Senator SmITH (Queens-Shelburne): Yes, answer that for the record.

The CHAIRMAN: Yes, we will get an answer to that question on veterans
Pensions.

Mr. STEELE: A supplementary on veterans pensions and war veterans
allowances could only come about as a change of policy in relating to the
enefit paid. A decision was taken after the main estimates in that year to adjust
€ scale of benefits for both the veterans pensions and the war veterans
allowances. This is entirely the reason there was a supplementary estimate,
I would think.

3 Senator SMiITH (Queens-Shelburne): Would that not apply to vocational
tI’ammg payments—there was a different formula?

K Mr. SteeLE: I would describe that differently, because for vocational train-
ing Payments, we have had supplementary estimates since the level of assistance
Was raised to 75 per cent, and ldargely for the reason we have been unable to
Predict accurately in the main estimates the amount the provinces would get.

Senator FLyNN: That is a relatively new policy; that is why the calculation
IS not easy to make in advance.

Senator CRERAR: The basis of the main estimates is that they are supposed

over the total expenditures for the year as far as can be done, and when

YOu look at these supplementary estimates you find, for instance, Vote 611—
ayments to Western Grain Growers, and Municipal Winter Works, tabled
Anuary 24, 1962. Now, the main estimates were made up only a matter of a
W weeks before that.

Mr. Davipson: Over a year.
The CuamRMAN: This is for the year 1961-62.

tOQ
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Senator CRERAR: That is right. Well, an amount of $42 million is voted for
payments to western grain producers.

Mr. STeeLE: That would be the acreage payments, sir.

Senator Crerar: Take Vote 685—Agricultural Commodities Stabilization
Account, an item of $23 million. Surely there could have been some idea of the
loss that was likely to occur? However, I am not going to belabour this, Mr.
Chairman, I want to draw attention to it. I also want to make the point very
definitely, that from my experiences in this field, from recollection of many
years, supplementaries are only to be regarded as dealing with matters where
it is unable to foresee possible expenditures. That rule should be adhered to.
I suggest that in considering our report we make that recommendation.

The CHAIRMAN: Any further questions on this paper? Do you want to
proceed, Mr. Steele?

Mr. STEELE: I have no further prepared statement, Mr. Chairman. How-
ever, I wonder if the committee would like us to report briefly on some of
the questions raised, particularly with regard to staff growth and payroll
costs, which Senator MecCutcheon and other senators have asked about? We
are working on getting this information together, and would hope to be
ready within a week to put before you a comprehensive presentation on the
numbers of the costs. I do not know whether you wish me to refer to some
of the discussion in the Senate on interim supply, sir?

The CHAIRMAN: I think that those questions that were asked in the debate
are properly matters which we should now take into consideration. For
example, I have a note that Senator Brooks asked the question as to a drop
in the railway payments from $83,500,000 to some $10,500,000. Perhaps Mr.
Steele could comment on that.

Mr. SteeLE: I think I could clear that one up. It would be difficult, having
regard for Senator Crerar’s remarks, to sort of defend putting these in the
supplementary estimates rather than in the main estimates each year, if the
Government intended to keep these special payments to the railways in this
amount as part of general Government policy. But the fact of the matter is
that each year since it was decided to make these special subsidy payments
to the railways they have been put into the supplementary estimates rather
than the main estimates, I think in the hope that there would be a chance to
fit these special payments into a more general policy relating to the royal com-
mission report.

Therefore, although we have taken account in 1964-65 of the possibility
these payments will be kept at this level and be introduced in the supple-
mentary estimates, we could not give you any assurance about what Govern-
ment policy would be in this area. But the reason they do not appear, as Sena-
tor Brooks has noted, is that they have in fact been in the supplementary
estimates each year. This was the special $20 million payment, and then you
will recall there was a further $50 million that was added to this, to make
a total of $70 million paid to the railways each year by way of a special amount
allocated on the basis of the various railways participating.

The CHAIRMAN: Any further comments on that? I think we all rather
assumed that would be the answer to Senator Brooks’ question in the chamber
on that.

Senator White raised a number of questions relating to the expenses of the
Canadian forces in the United Nations Emergency Force, in Cyprus, the Congo
and elsewhere. Mr. Steele, have you any information on that for the committee?

Mr. STeEeLE: I have only a general comment to make at this time, but
I could report that having seen the questions raised by Senator White in

Senate Hansard we have been in touch with the Department of National
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Defence, who must provide this information, and we understand they are
8etting this ready, either to transmit directly or to provide it through us to
the committee,

The general observation I would make is that each year when these costs
Come up before the Treasury Board for discussion it is certainly part of the
Consideration that we do examine the state of the outstanding accounts, so to
Speak, and take a look at whether or not the United Nations is reimbursing
Canada for its portion of the costs. Our impression of this is the accounts are
being kept current.

There were some delays, I recall, in connection with the Canadian force
that went into the Congo, and the United Nations’ arrangement here, at the
Commencement of this, was that each national country would sort of pre-
finance its own participation in this and the transportation costs of getting the
Canadian contingent to the Congo, and the costs of maintaining this force there
are a first charge to the National Defence appropriations. The United Nations
had extreme difficulty in getting the special financing necessary for this, so
there were some delays. I am not aware, however, these delays are continuing.
I think the costs are being reimbursed to us. This was our information last
fall when we examined this with the departments concerned. We discussed this
With both External Affairs and National Defence.

Senator IsNor: How will that show in your public accounts, Mr. Steele—
as an expenditure?

Mr. StEELE: First of all, the expenditure would have to be sort of separated
out from the National Defence costs because these costs are charged to the
hormal Defence appropriations themselves, and I doubt the public accounts
show a detailed breakdown of these operations, though these could be secured.

he reimbursing item would be shown as a payment into the Consolidated
evenue Fund from the United Nations.

Senator IsNor: I should think, in fairness to the Department of National

efence, that the operating costs should show, and that there should be a

Credit set up so as not to increase the total expenditures of the Department
of National Defence.

Mr. SteeLE: I would agree with this, except for one difficulty we always
have with this. That is, the two events do not match up in time. If you
are going to credit this back to the Defence appropriations and show this,
and show it in the estimates or public accounts you have to be sure the
Tevenue would actually come forward, because you would only be voting
the net sum of money you needed.

Senator GrosarT: What is the nature of the commitment the United
Nations gives a nation such as Canada when we incur these costs?

Mr. SteeLe: Canada, through its participation, agrees to the terms. I
fould not give you any precise information about the various arrangements
We have for the overseas contingents that are on United Nations’ duties, but

€y are set out precisely in the U.N. resolutions relating to these operations.

As I understand it, the general arrangement is that each national
®ountry bears the cost of getting its force there in the first instance, but all

€ costs of maintaining it there are charges to the United Nations’ budget
Or this purpose.
. Senator GROSART: There is a written commitment as to what may be
€coverable by Canada?

Mr. STEELE: Yes.

The CuarrmAN: I was down at the United Nations last fall, and I have

R Tecollection the United Nations passed, of course, the estimates for the
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United Nations Emergency Force and for the Congo force, and those
estimates included the costs of all the forces, including Canada’s force.
There are varying costs. There are some differences in rates of pay, and so
forth. Then the operating account shows what the United Nations owes
Canada for the number of troops, rates of pay and other costs involved. As
of December 31 last that amount was fairly substantial. That is the debt
of the United Nations to Canada. I think probably we could get more specific
information about it, but that is the general situation, that there is a running
account between Canada and the United Nations on the expenses of this force.

Are there any further questions on that matter of Senator White’s
questions?

Then I think there were two questions asked by Senator Gratton
O’Leary, one relating to the amount of building space, particularly in Ottawa,
used by the Government, and the other in relationship to the costs or
expansion of the External Affairs department. I do not know whether Mr.
Steele could make any comment on those matters?

Mr. STEELE: I would perhaps feel easier commenting on the space
question rather than the External Affairs question which, I think, is largely
a matter of Government policy. I have not really checked on the actual
figures which were used by Senator O’Leary in commenting on the space
used in Ottawa, but he quoted the Glassco information, and, of course, that
must have been accurate at that date. The housing of the Government
operations in the Ottawa area is an extremely large and difficult managerial
question. I suppose it is certainly unique as a national capital problem, when
you look at other countries, because the requirements of the federal Govern-
ment in Ottawa certainly dominate the available resources to provide these.

It might be helpful if I just discussed briefly some of the ways we have
gone about trying to keep this under some kind of control, in the sense of
making sure that the growth is orderly and that it is planned. As to the
absolute size of the growth it is pretty much a function of the growth of the
Government operations themselves and the decisions about the size of head-
quarters establishments. It seems that each year there is an additional
requirement generated for space which must either be built directly by the
Government or secured through rental arrangements.

For a number of years we have collaborated with the two principal
agencies, the National Capital Commission, on the one hand, and the
Department of Public Works, on the other, to keep up to date a 10-year
forecast of these requirements. The forecast is an extremely difficult one to
keep up to date because of the changes I have mentioned, and also because
of the changing requirements of departments themselves.

However, there is such a plan. It is put together by the Department of
Public Works, and it is examined in co-ordination with the National Capital
Commission, and the officials of the Treasury Board. It is presented to the
Government as an over-all plan so that when a particular request comes along
they can be related to this plan which the Government has seen and has some
knowledge of. One of the things we have tried to do is to keep some balance
between the amount of space which the Government occupies as a rentor and
the amount which it produces for itself, and this in turn at times gets into a
question of judgment of local economics of the real estate market. I think as
a matter of advice and policy to the Government the view has always been
taken they should not allow the scale to tip too much one way or the other.
You don’t want the Government to do its own building entirely, and at the
same time you don’t want to call into existence a significant investment in
private real estate here where people depend for their livelihood too much on
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the requirements of government. It is a nice judgment, first of all, in the
balance between how much the Government will build and how much should
€ done in the way of private entrepreneur provision of this.

The way in which the Government sets out its requirements will also have
a significant effect on the general planning for the city.

I should have mentioned a third agency, that is very much involved here,
and which is consulted regularly, that is the City of Ottawa, in terms of
Providing normal municipal facilities which go into the planning for the growth
and requirements in the Ottawa area. I think there are perhaps some 45,000
Public service employees in the Ottawa area. This is going to call into existence
a pretty significant requirement for space. It is a massive management problem,
and the most I can say at the moment is that the initial capital costs for
Providing and maintaining this space is something we have constantly under
review. We would not presume to say we are entirely satisfied with the arrange-
Ments at any point of time. We find it difficult.

The CHAIRMAN: Senator Haig?

Senator Haig: With regard to these buildings, does the Department of
Public Works build the buildings and rent the building and is it then charged to
another department?

Mr. STEELE: At the present time they do not charge it to another depart-
Ment. But the cost of providing the space on an average per square foot
of occupancy cost is attributed to that department, and the cost of that is
shown in the estimates for that department as additional information, but we
do not actually require that the departments who are occupants vote that
Sum in their estimates and reimburse Public Works. This is a change that has
been made and is part and parcel of the studies we are making to improve the
Presentation aspects of the estimates and to get greater accuracy in relation
to the total cost of Government buildings.

Senator Haic: In Winnipeg we have a new post office, which is also
Occupied by the Department of Transport and by the army. Is there anything
€re to show what it costs them to occupy that building?

Mr. SteeLE: Not that precise building at this point of time. The cost of
th? post office occupancy would show up in that building for the post office
®stimates as part of the cost of post office buildings.

Senator Harc: What about the other occupiers?

Mr. SteELE: The same would appear in the Transport estimates and in
those of National Defence.

Senator SmiTH (Queens-Shelburne): Is that new?

Mr. STeELE: It is new within the last two or three years. We are not
Over-satisfied with them. It shows up the problem you have. The inventory of
SPace occupied by the Government is a collection of every kind including build-
Ings that are very, very old and also the most recent rental arrangements. The

€Cision is a collective decision and is not part of any one department. The
Only way you can get a cost figure is to try to produce a figure which will
Teflect the true picture. This leaves out of account the special purpose buildings
Or example the laboratory for the Department of Agriculture and the National
€search Council. These space figures do not come under what we commonly
¢all office type accommodation.
Senator GROSART: Is there any general conclusion as to the cost of govern-
t owned normal office space as compared with rented space?
Mr. SteeLE: I could produce information that I would not want to defend
}}e last fifty cents per square foot. If I might mention two general figures;
Ink we are satisfied that the government can produce generalized office

Men
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building space for its own use for something around $2 per square foot. I must
confess I am hazarding what I think is a pretty good guess, but it is not a
precise figure. The cost of renting, on the average, and let us take it in the
Ottawa area, is getting close to $4 a square foot. On the other hand the kind of
space you rent does not tend to be the same quality as the kind of space the
government puts up. We are getting closer together on that. Most new office
buildings going up are air conditioned, and are designed with fully moveable
internal partitions to provide varying accommodation. Government buildings
have not reached that stage yet. Once you leave the bare cost you start.saying
“What does $4 represent and what does $2 represent?” You have no provision
in the $2 for normal maintenance costs. If you are renting it you are paying
on a maintained basis. You have to take a complete look at this picture. But
we are satisfied the government can build and maintain its own space more
cheaply than an entrepreneur. This is one of the judgments we tried to make
in looking at a place like the Capital area.

Senator GROsART: Taking all the costs into account, including returns on
capital and so on, the disparity would not be as great as is reflected in the
figures of two to four?

Mr. STEELE: No, not by a long shot.

The CHAIRMAN: The one is for bare costs, that is bare costs of construction,
and the other figure includes maintenance.

Mr. STEELE: Yes, that would be right. The equation tips the other way on
the maintenance side. We think the cheaper way is for the Government to
secure maintenance on a contract basis. Some of the departments have gone
over and now get it on a contract basis, a maintenance contract.

The CHAIRMAN: Senator Reid?

Senator REID: I am sorry I was not here at the last meeting. I should like
to ask a question. I would like to know what has been the total expenditure
on the South Saskatchewan River project. I see two or three items in various
columns for that. I wonder what they have spent for that.

Mr. SteeLE: I would have to get the precise and actual expenditure figures.
I do not have them here.

Senator REID: I have another question, and it is with respect to Travelling
and Removal Expenses, $835,500.

Mr. STEELE: Is this under the Department of Agriculture, Sir?

Senator REID: Yes.

The CHAIRMAN: On what page is it, Senator Reid?

Senator REID: Page 32.

Mr. STEeLE: I think I can answer that question fairly accurately. The
Health of Animals vote, which is the vote to which Senator Reid is referring,
is a vote to which we charge all of the costs of the veterinarians and the
inspectors under not only the Meat and Canned Foods Act but the Protection
of Animals Act. Work done for those purposes is charged under our cost
headings as Travelling and Removal Expenses. This is really the full cost of
the whole field of operations in covering Canada with this program—things
like the brucellosis program.

Senator REp: Why the word “removal”?

Mr. STEELE: As I say, this is just a general cost heading. The removal
expense portion of that is minimal, I would think. This is just a standard
heading to describe that type of cost.

Senator REID: What is meant on page 13 by the words: “Contributions tou

Commonwealth Agricultural Bureaux (£ 80,676)"?

—
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Mr. STEELE: We are paying this, and have been for quite a number of
years—

Senator REID: That is a lot 'of money.

Mr. STEELE: Yes, it is, sir. It is really for an abstracting service. There is
Maintained in London, I think, both in respect of agriculture and also forestry
—I think you will find this in the Department of Forestry—a central abstracting
Service which provides to all of the contributing Commonwealth countries
Current information on the research activities in these two areas wherever it
1S done, and by an agreement of a number of years ago the Commonwealth
Countries set up this bureau. This is really our annual share of the budgeted
cost, on the basis of our interest. It is like a small United Nations type of
Operation.

Senator REID: It is a lot of money.

Mr. STEELE: Yes, it is.

Senator REID: I want to know where that money goes. :

Mr. STeeLE: Could we get you some more information on it?

Senator ReIp: Yes.

The CHAIRMAN: Are there further questions along this line?

Senator CRERAR: May I go back for a moment to the point we were dis-
Cussing before Senator Reid raised that very important point, namely, the
relative cost of space the Government builds as against the cost of space it
rents? The Government builds a post office in, say, Winnipeg, but the Post
Office Department pays no rent for that building. That is correct, is it not?

Mr. STEELE: It actually does not vote any money for it, that is right. :
Senator CRERAR: There is no money voted for it?
Mr. STEELE: It is voted in Public Works.

Senator CRERAR: It is in Public Works, of course, but I think consideration
—and I am merely raising this question for consideration later, perhaps—
Might be given to the wisdom of that policy. The aim should be to have each
Service stand on its own feet, and in that way you get an accurate measurement
of its cost to the taxpayers. There is nothing new in this. The point I am
Making, Mr. Chairman, was brought up by myself over 25 years ago.

The CHAIRMAN: You will notice on page 351—I am wondering whether
his covers your point or not, Senator Crerar, and I am asking Mr. Steele as
Well as yourself—that under Post Office there is the heading “Approximate
yalue of Major Services not included in these Estimates”, and the first item is
‘Accommodation (provided by the Department of Public Works)”’, with a figure
of $25,298,000. Does that cover the kind of costing that Senator Crerar is speak-
Ing about?

Mr. STEELE: Yes, sir, it does. It obviously is not a complete answer though
beCause I take it that he would prefer to actually see the Post Office having to
account for this, and have it appear in their estimates. This is a stage that we
See the estimates evolving towards, but there is a lot of problems in trying to
Match the control which the Post Office should have over its own space stand-
ards with the type of relationship you want to see developed between, say,

€ common service—here, the Department of Public Works—and the using
€partment.

The CrAIRMAN: So this is a preliminary step towards aécomplishing what
ator Crerar means?

Senator CRERAR: It has been drawn to my attention that there is an item

gg Page 351 of “Acommodation (provided by the Department of Public Works),
5,298,000”. The point I am making is if the Department of Public Works,
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which may be making only bookkeeping entries, charged the various depart-
ments which get advantage of that then we would have a truer picture of what
the departmental costs were. When you bury a lot of departmental costs in
Public Works under a general item you do not give a clear picture of what
the cost is. My philosophy on that, Mr. Chairman, is this, that if you are going
to know what a branch of a government costs you have got to have all the
items in, and see how well the fellows are doing on it.

Senator SMi1TH (Queens-Shelburne): Mr. Steele, is not that why the in-
formation is at the beginning of the detailed Post Office estimates? It is so
that you can add items like that one of $25 million-odd to all the others and
thus get the total cost of the Post Office operation?

Mr. STEELE: It includes these major items that are not in the estimates.

Senator SmITH (Queens-Shelburne): Of course, you follow that up. If
you want to balance the books in the operations of the Post Office you have got
to raise another $25 million. There is only one way of raising it and that is by
increasing the postage rates. No government has seen fit to do that, and I do
not think they will.

Senator CRERAR: The item of $25 million does not apply to loans?
The CHAIRMAN: No, those are in the Post Office estimates.

Senator GROSART: Is there any real advantage in gomg beyond this step?
You have all the information you want here.

Mr. STeELE: I think some people hold that you would perhaps get a better
balance, or a sharper distinction between the user and the department which
is providing the service which is common to all Government departments—if
the Government department which was actually using the space and calling
up the need for it had to actually vote the money for it.

Senator HAlG: In connection with rented space, does each department make
its own lease?

Mr. STEeELE: No, sir. This is a responsibility of the Department of Public
Works.

Senator HaiGc: For rented space as well?

Mr. STEELE: Yes.

Senator GROSART: I think that that might work the other way. It might
be just as difficult, surely, to get space from Public Works as to get the money
to build it in your estimates. This does give Public Works an important measure
of control.

Mr. STEELE: Yes, it is pretty hard to take up a strong position one way or
the other on it. I think some of us feel there is some advantage in having the
ultimate control here rest with Public Works so that they can produce common
standards across the Government service. It can be argued that departments
should demonstrate what their need for space is, and what their staff projections
are going to be, and that sort of thing. It can very well be seen that a bit of
this might be lost if the departments were actually allowed to put the money
in and then say: ‘““All right, we have got the money. What are you arguing
about? Produce the space for us.”

Senator GROSART: This is a very important point because in the old days
they used to say: ‘“We need a new post office here”, but today they say: “We
need a new Government building”’. This is an indication of the trend towards
reversing that direction, and to suggest that it be reversed does not appeal
to me at all. If you do it the other way you will have the whole thing broken
down into its component parts, and you will have diversity in each of these
component parts. You will have a real estate policy, and a different policy in
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respect to building or leasing, and so on. Has not the Department of Public
Works grown up over the years to be a very expert department in this whole
accommodation field?

The CHAIRMAN: I do not think there is any suggestion that this should be
taken away from the Department of Public Works. The only question is whether
Or not, instead of what is in the bookkeeping entry, or where an estimate is
made of the cost of providing this space for the post office, there should be in
actual point of fact a charge put through by Public Works to the post office
and this has to be included in the post office estimates. Is that correct?

Mr. STeeLE: That is correct.

Senator GROSART: It is included now in their report and not in their esti-
Mmates?

Mr. STeeLE: It is included as a memorandum figure, so that you do know
What the total cost of the post office is, including this memorandum figure,
Whereas their estimates do not include the $25 million figure.

: Senator Harc: That system is used for all departments, boards, commis-
Slons and so on?

Mr. SteeLE: All departments which have their work provided for by
Public estimates as a common cost. When you speak of boards and commissions,
there are some which are separated in cost.

Senator HA1G: You have on page 179 the National Film Board.
Mr. STeELE: That is one.

Senator MoLson: We have these memorandum accounts showing approxi-
Mate value of services not included. Where are these collected? The offsetting
aMmount, where is that collected, to show the credit that will go to a department
aS a result of these memoranda charges?

.. Mr. SteELE: Is your question, where do you find this accumulated together
M a grand total?

Senator MoLson: Let me put it in another way. In each department you
Shf)w a charge, for the sake of argument, to that department, which might or
Might not be a legitimate charge if other accounting methods were used for,
Say, space provided by Public Works. Where is it shown what the effect would

€ on Public Works if it were given credit for these moneys?

Mr. SteELE: I would point out that we do show it.

Senator Morson: Would it not be of some educational value if we had a
Corresponding credit to these memorandum debits?

d Mr. SteeLE: Yes, sir, no doubt it would. Could I just point out one of the
lmCUIties of doing this. If you added together all of these items, these attri-
Utions, these memorandum items which appear, you could not identify that to

Ay jdentifiable Public Works item in these estimates, for the reason I have

Slven, that so much of the investment in the past does not show really—they

are not get up as assets in the books, that although they have been taken into

:CCOUnt in making these calculations of space costs, they would far exceed the

PmOL.mt you would have in Public Works in any one year, for the operation of
Ublic Works and buildings.

Senator Morson: Does that appear to you as good accounting practice?

ace Mr__ STEELE: It is an attempt to bridge this gap betweep having a full

Ounting administration of what the asset holdings are in this area, and the

&Y in which the estimates are made up. The estimates are really a reflection

Cash needs of the Government. Government is on a cash accounting system
We do not capitalize this.
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Senator MoLson: Let us take some quite different. Let us not take the
capital account. The Post Office Department has as a memorandum amount
for carrying mails for other departments. Are these accumulated to show the
effect on the over-all performance of the Post Office Department?

Mr. STeeLE: They know it and use it in discussions with us, but they do
not reflect it in the estimates. We could do this. This is a little closer to home.

Senator MoLsoN: It does not involve capital.

Mr. STeELE: We could figure out some way of showing it as additional
information in the Post Office estimates, that amount of money.

Senator MoOLSON: There must be some other department in a somewhat
similar position.

Mr. STeeLE: This type of consideration is certainly one that falls under
the general heading of the Glassco recommendations about netting out revenue
either received directly or which can be attributed for cost of services. The
Post Office is quite sensitive in its argument that it performs a lot of general
services for other departments and as yet has not got to the point where we
are actually charging them for that separate service and crediting that item
to the Post Office.

Senator MowLsonN: Is that not because of the magnitude of the task in-

volved? To put this on that full allocation of charges to every department
would be simply a mammoth undertaking?

Mr. STEELE: I do not think it is the complexity of it so much as another
type of judgment. By simple methods we can produce fairly accurate costs
of providing the service. One of the things that pertains to this whole problem
of revenue is how significant is it in the total judgment. For example, if it
costs $200 million to run the Post Office service, and perhaps $5 million relates
to this, is it worth while showing that $5 million divided by 25 or 30 in
respect of Government departments, and producing $5 million in the Post
Office? We tend to be caught up in big figures and try to judge whether.or
not it is really a significant bit of information.

Senator CRERAR: All it boils down to is that it is impossible—or rather,
not impossible but very difficult, to run Government administration as you
would run an ordinary business. Is that the point?

Mr. SteeLE: That is a tough one, too, sir. I would not want to emphasize
that kind of distinction. I think the Government, in managing its financial
affairs, can and should make the same kind of judgment and use the same
kind of reporting and information that you would find generally in use; and
I think that by and large this is the way the trend is going.

Senator CRERAR: My view of that, Mr. Chairman, if I may inflict it on the
committee, is that the closer you can get to sound administrative practice in
the Government the more, in the end, the taxpayers are going to gain.

Let me give one simple illustration. Perhaps the officials could give us
the information again. What is the cost to the Post Office of carrying all the
track mail that goes out from all these departments all over the country? And,

I may add, from Members of Parliament also. In my journey through this vale i

of tears in the Government service I have observed Members of Parliament
for instance who will print thousands of copies of the speech that they think
is an earth-shaking event, and frank it out to all their constituents. That
simply means we are contributing to propaganda for the individual member.
It would be interesting to have an idea of the total cost in handling this
business.

I can understand that if a department wants to publicize itself, it puts
people and newspapers of all kinds on this mailing list and the stream goes

out every week and every month. I am sure a lot of savings could be effected
there.
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I recall on one occasion—if I may mention this—when the departmental
estimates of Mines and Resources were considered in this connection. The dif-
ferent directors brought in their estimates of what they needed for the coming
year. One gentleman had an estimate, a new one, as I recall, of $10,000 for
publicity. Needless to say that was cut out without any hesitation and without
any ceremony. That illustrates the point I am trying to make.

There is one other question I wish to ask. Is it the practice still of some of
the departments to build their own buildings? Or are all the buildings concen-
trated now in Public Works? I mentioned that because in my time 10 years ago,
when I happened to be doing the job you are doing now, Mr. Chairman, we
found for instance that in the Department of Agriculture and I think in the
Department of Immigration and one or two others, they had built up a little
service of their own—architects and engineers and so on—and they were doing
their own building within the department. Whereas, as a matter of fact, under
the law the Department of Public Works was supposed to do all that. I would
like to know if that fact is still being continued.

Mr. STEELE: I could speak to that, I think sir. Would you like me to offer a
guess, a pretty accurate guess, about Senator Crerar’s query on the Post Office
cost of Government mail? I think it is $5 million to $6 million the Post Office
reckons is the cost of this franking service.

Senator CRERAR: Perhaps you would deal with that first, then.

Mr. STEELE: I will just discuss this under two or three headings.

Senator SMITH (Queens-Shelburne): Before you go on, Mr. Steele, could
you tell us something about franked mail? What is the significance, then, of the
item in the memo for the Post Office carrying franked mail for the Post Office
Department, $1,008,000?

Mr. STeeLE: That will be the cost of its own department’s franking, as I
understand it. We do this with the Department of Public Works. They occupy
Space, and we charge them for their own space. That woud be their portion of
the cost.

There are three general constructing departments. National Defence still
Maintains a considerable construction source for its own departmental require-
ments, be they service or civilian.

I will come back to one other point, the headquarters operations in
Ottawa. The Department of Transport has its own construction forces, by and
large, for airport and airfield construction. The Department of Public Works
On behalf of all other departments provides this kind of service—with certain
Teservations. In Ottawa the Department of Public Works does all of the con-
Structing for all civil departments of government. This would include as well
the control over the, say, headquarters for agricultural requirements for space
and their science requirements, and all research requirements.

I will make a distinction between the way we provide the money in the
estimates, and who actually does the work. In the Ottawa area we accumulate
Into the Department of Public Works estimates of provisions for government
departments under the Ottawa building program. This is true of the general
8overnment requirements for the office space outside of Ottawa, which is also
In the Department of Public Works. But the special buildings, lab research
things, special to that department and not general to the government service,
are shown in the estimates of the departments concerned. By and large, also,
the Department of Public Works, subject to the expenses I have mentioned, are
actually the construction agency for the carrying out of this public work. This
Would be true of Post Office, Customs, Health and Welfare, and others.

Needless to say, the constant battle is to keep departments from developing
Smal]l special engineering and architectural groups, and to encourage, and in
fact direct, that the Department of Public Works be the common construction
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agency for most requirements. In practically anything you say in this area,
you have to start qualifying it immediately to make exceptions. We discussed
the South Saskatchewan Dam project before. This is under the direct control
of the Department of Agriculture through its prairie farm rehabilitation pro-
gram, which is under the Department of Agriculture.

Senator CRERAR: If you look at page 8 of the estimates, Vote 10—Construc-
tion or Acquisition of Buildings, Works, Land and Equipment—would the
South Saskatchewan Dam be in that?

Mr. STEELE: No, sir.

Senator CRERAR: What is the meaning, then, of construction or acquisition
of buildings?

Mr. STEELE: These are the buildings required for the research branch,
science research branch, the Department of Agriculture, outside of Ottawa.

Senator CRERAR: They look after themselves?

Mr. STEELE: Noj; they do that in conjunction with the Department of Public
Works.

Senator CRERAR: They give the money to them?

Mr. STEELE: Yes.

The CHAIRMAN: Charged to agriculture. ]

Senator CRERAR: I have not examined this as well as I should have done;
but we found ten years ago architects in several departments, and assistant
architects, and so on. The question then was raised strenuously whether this was
impinging on the Department of Public Works.

The CHAIRMAN: I think this committee made a recommendation, and
I think it was as the result of our recommendation in the report that changes
were made.

Senator CRERAR: At that time?

The CHAIRMAN: I think so.

Senator CRERAR: There is no doubt about that; but I do not know whether
the reforms were effected or not.

Senator GROSART: Mr. Chairman, I have examined with interest the sum-
mary at the end of the main estimates for 1964-65, and at the foot are
summarized, under (13), (14), and (15), the expenditures for all departments
under three heads, namely, “Construction or Acquisition,” “Repairs and Upkeep,”
and “Rentals.” The total for (13) is $250 million, and for (14) $62 million, and
for (15) $19.4 million. May I ask Mr. Steele two questions? The first is, does
this represent in general the ratio of government expenditure to acquire and
construct as against rentals and lease?

Mr. STEELE: Yes, sir.

Senator GRrROSART: So that the Government is in the rental business in
a comparatively small way?

Mr. STEELE: Yes; and you will notice above it falls largely to the extent
of $9 million in Public Works, and to the extent of $6 million in National
Defence. In fact, $16 million of the $19 million is in those two departments.

Senator GROSART: My second question is that of the $250 million for
“Construction or Acquisition,” only $54 million is shown under the PubliC
Works estimates?

Mr. STEELE: Yes, sir.

Senator GROSART: That does not mean that only $54 million is under the
control of it?

Mr, STEELE: No, sir.
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: Senator GrosarT: Would you say that practically all of the $250 million
1S under the control of the Department of Public Works?

Mr. SteeLE: Well, I would net out from that right away, working back-
Wards to a total. You have the total right at the bottom, $24.6 million for
National Defence, which is entirely a National Defence responsibility, and the
$52.9 million for Transport, which again, by and large, is independent of
Public Works. So there is $77 million of the total which is not under the control
of Public Works. I would say with respect to the balance that, by and large,
it is under the control of the Department of Public Works in one way or an-
other, either directly or in co-ordination with the departments concerned.

Senator GROSART: Could I make an observation, Mr. Chairman, somewhat
contrary to that of Senator Crerar—realizing that he has had considerable
€Xperience in this field, for which I have great respect—but he suggested that
there might be too much money being spent by government departments on
What he calls publicity, and which I would call information. I say that, because
€very study I have seen of comparative government activity around the world,
indicates that governments are spending too little, rather than too much on
information services. I say that for two reasons—and this has been very well
developed, and I can refer you to some very intense studies of this, not by
government officials, but by outside observers. A good example of what I
Mean is that in the committee on aging we hear at every single meeting that
Oone of the problems of the aged is that they do not know their rights under
legislation. As I mentioned in that committee, in the Province of Ontario there
are 29 acts under which aged people in various categories can claim as of
Tight, assistance. We are told over and over again there are aged people who
do not know their rights, and many are in dire distress because the Govern-
Ment has not told them what their rights are. That is one example. The other
18, it is my feeling that the more that can be done under our system of gov-
€rnment to obtain the intelligent ‘“consent of the governed” to every act of
the government is, in the long run, greatly to the advantage of our system.
I think that can only be done if Government departments accept their respon-
Sibility to inform and educate people as to the processes of democracy and
What is going on in Parliament and in the departments.

To illustrate what I mean I might mention the criticism of members of

arliament using the frank. Unquestionably, there are times when it is abused.
Senator Crerar referred to it as being “individual propaganda” for members;
but there are some of us who might more accurately describe it as “facilitating
laison between the member and his constituents”. I, for one, would never
Criticize a member for using the frank to keep his constituents informed.

Senator SMITH (Queens-Shelburne): Just a few minutes ago we were on
he subject of the duplication of responsibility with regard to building con-
Struction. Perhaps this is a rather small area, but I am conscious of the pos-
Sibility of duplication in the fisheries construction field. From time to time

See and ad concerning tenders being called for the construction of a fisheries
Vessel for the Fisheries Department, and it says that tenders shall be sub-
Mitted to the district office of the Department of Fisheries, and so on. Does
hat mean that the Department of Fisheries have a special branch to draw
Plans and specifications and to make decisions as to what form this vessel shall

‘take, or is that something they have done for them by the Department of

Tansport? I don’t know whether you can answer that question.

Mr. STeeLE: I can answer it. It is a vexed question at the moment, because

the larger problem we have been examining with the various departments is

€ question of the relationship, say, of the Department of Defence Production,
2089933
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which has a large shipbuilding branch, with, say, the Department of Transport,
which has a pretty large shipbuilding branch of its own, and correctly so, in
some respects, because it has a large fleet of vessels.

We have not got to the point where you have common procurement for
vessels vested with one department. A department like Fisheries would not
tend to have such specialties as marine architects on its own staff, but they
‘have people with special operating requirements, whether for the Fisheries Re-
search Board who specify a special type of of research vessel, or people in
the protection service of the department who would be seeking certain charac-
teristics in a protection vessel.

The most likely course of action would be that they would seek authority

to engage the services of a firm of consulting architects to design a vessel for
their particular purposes. As often is the case, when commissioned the con-
sultants would also be given the job of supervising the construction of the
vessel when it is actually let as a contract. That is how a department like
Fisheries typically would handle its requirements.
) A department like Transport, which has a large ice-breaking fleet and
which has a large supply vessel fleet to maintain various marine services, in-
cluding the lighthouse service and a large requirement for northern supply
operations, would have a larger group of technical people on its own staff
-who would actually do some of the initial design work on its vessels. But they,
.An turn, would go out to contract, on a consulting basis, to secure the actual
design and working drawings for the vessels, and would go to contract for the
construction of the vessels.

I think that Transport have not done any work for other departments,
but the Department of Defence Production has. The Department of Defence
‘Production is the shipbuilding agency for the Royal Canadian Navy. The naval
requirements, of course, have been the most extensive with which we have
had experience. They maintain their own drawing office. Since these are,
by and large, special, what they call, war-like vessels which have special char-
‘acteristics, you have the biggest group of people in the government service,
‘comprehensive groups of naval architects and engineering staff, in this re-
lationship between Defence Production and the navy.

One of the things we have been studying pursuant to the Glassco recom-
mendations is the possibility of making the use of this pool of talent more
‘general now for the requirements of various departments of government.
Recently Defence Production have supervised the construction of vessels
for the Department of Mines and Technical Surveys.

’ Senator SmiTH (Queens-Shelburne): I have always been struck by the
criticism I have heard over the years—and this is nothing new—of the type of
vessel the Fisheries Department ultimately come up with which, in the opinion
of seafaring people who make their living on the high seas, is totally inade-
.quate for that type of job. I believe the time should have arrived some time
ago when a department which has real, experienced talent, such as the Depart-
ment of Transport, should be doing that work for Fisheries. I was never sure
whether it was the complete responsibility of Fisheries or not.

Mr. STeeLE: If this was not a direct recommendation in the Glassco report,
it is certainly consistent with the philosophy they have put forward, that there
should be the development of this type of common service, and the cutting down
of little pools of talent you now get in the various departments.

Senator CRERAR: May I say a word in response to the observations of
Senator Grosart a moment ago? If Senator Grosart’s ideas were carried out it
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Would mean, of course, a proliferation of publicity in various departments of
government. There is a very simple way of advising people if they require in+
formation on a certain point, and that is to put a notice in the post office. We
have post offices within the reach of everyone in this country who might re-
quire the kind of information that Senator Grosart is speaking of. To take this
Problem of the aged that he speaks of, it would be a simple matter to have
the Department of Labour—if that were the appropriate department—prepare
a little pamphlet. They could put a notice in the post office. A person sees that
Notice and writes and says, “Will you send me this pamphlet?” He then gets
It and has the information. You will do that with one-hundredth the cost of
having it disseminated by a publicity department built up for that purpose.

What appals me is the growth of all these expenditures and that is directly
related to the huge deficits the country is running; and the huge deficits the
Country is running contribute the greatest potential danger this country has
today, because even now that affects the cost of living, and it will affect it still
Mmore. There is nothing new in that; history is replete with illustrations of it.
I do think it is the business of Parliament to economize in every reasonable
Way it can to save the taxpayers money and cut down these costs of running
the government machine.

Senator GROSART: I agree entirely with the last statement made by
Senator Crerar, but I do not want to become involved in an extended discus-
Slon of this matter. A recent experience in New York State has been that a
Properly controlled flow of information has saved the government of New
York State a great deal of money. One example was that they changed their
motor vehicle licensing laws with respect to commercial vehicles coming into

ew York State. They found that by properly disseminating the information
across the country to carriers they could cut down on the normal expectation
of correspondence or personnel time taken up in straightening these things,
and at the same time provide a great service to the people in respect of the
Consent of those they were governing. I am not suggesting for one moment
the kind of information service that would merely “proliferate expenditures,”.
to use Senator Crerar’s phrase. I am suggesting that a properly controlled in-
formation project throughout the whole Government would in the long run
Prove infinitely more beneficial than otherwise. If Senator Crerar is right that
all you have to do is put a notice in a post office, I must have been stealing
Money from clients in the advertising business for many years. I think Senator

olson is right. You don’t get all the information you want to get across or get

€ required response simply by using a pamphlet.

Mr. SteELE: I think I can make one or two observations directly relevant

%o what Senator Grosart said. We had occasion at our Board meeting last Fall
O examine the sharply increased requirement for informational costs in the
axation Division of National Revenue. We inquired into this and the additional

Costs to the Taxation Division last year. They requested nearly $250,000 because
of the incidence of error in the filing of tax returns. It struck us as a reasonable
Proposition that we should increase their informational budget by $75,000 in'
I¥ing to off-set this year, because we have to get back to a better performance
N respect of error incidence since this is crucial to the automation of our tax
feturns. The other incident we looked at which was pretty heavy is in the Post
Office with regard to their “mail yearly” campaign. This has had a significant
lr}'1pact of reducing what we might call the bunched up concentrated mail at
Ufferent times of the year. We would distinguish between this kind of informa=<
Flonal cost which can really be related to a particular project and the service
! regard to general publicity. (

Senator GROSART: Ontario had a situation like this recently in relation to

Its motor-vehicle licences. ‘
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Senator Isnor: I think that was a good example given by Mr. Steele. When
it is done in a business way you cannot help but notice the results. I think
next year the Department of National Revenue will tell us there were very
good results.

Where can I find the accounting of revenues received from rental?

Mr. SteeLE: This is miscellaneous revenues from various sources, can
you cite a specific example? The general answer is that below each of our
votes in the estimates we show a little table, at least we have done so in
previous years, under a heading of expenditure and revenue account. It
seems we dropped the revenue information. We have always had in the
estimates of recent years a heading showing revenues, miscellaneous revenues,
arising out of that particular service.

Senator IsNOR: We were discussing buildings a little while ago and you
mentioned the cost of construction per foot that you are charging to various
departments. I was wondering as to the amount of space rented out to private
concerns and the revenues derived from that.

Mr. STEELE: I think we would not have any indication of that in the
estimates. It would come under the heading of miscellaneous revenues paid
in to the consolidated revenue fund. There might be a note in the accounts,
but there would not be in the estimates.

Senator IsnOrR: You could not give a rough idea as to the percentage
basis of rented space you have in the Public Works Department.

Mr. STEeELE: The amount we have under rental? That is from private
individuals?
Senator IsNOR: Yes.

Mr. STEELE: I don’t think I have it here but I think we could get it for
you.

Would this include presumably the rentals of, say, housing by government
staft?

Senator IsNor: I don’t think so.

Mr. STEELE: Rentals to outside agencies?

Senator GRosSART: Wouldn’t this figure here be that?

Mr. STeeLE: This is a figure for our cost for rental space which we buy.
The CHAIRMAN: Senator Isnor is speaking of revenues to the Government.

Senator MoLsoN: Could I get back to the general principles of the
estimates for a moment. I would like to ask Mr. Steele what is being con-
sidered with regard to the segregation of capital expenditures from current
expenditures. The matter has been dealt with to some extent in the Glassco
Report and was also discussed in this Committee many years ago. Senator
Crerar said frequently that expenditures go steadily upward, and there seems
to be a trend, a constant trend towards an increasing deficit. If we want
to evaluate that properly, would it not be much better if we were considering
capital expenditure and current expenditure separately?

Mr. STEeLE: This is one of the standing criticisms of the estimation
process. Certainly it mixes up apples and oranges in this way. If I could just
try first of all to comment briefly on the two different philosophies here.
Over a period prior to 1930, in fact, from Confederation down to the
revisions made in 1930 when the trend went the other way, any government
of any day in that period in presenting its estimates would be presenting
them on what the British call the above the line and below the line, or the
capital and current basis.
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To get at the true picture of the cash requirements of Government
You had to be careful to count in what the Government intended to do by
Way of capital construction. The revisions introduced in 1930 were designed
to present to Parliament a comprehensive picture of the cash requirements
of the Government, and to segregate these so that you could at least see
W}}ere the money was going in terms of capital and current costs, but the
Point is still valid that we don’t actually introduce into the estimates in any
Year a type of presentation which would reflect the way in which any agency
Making investment expenditures and display these. You don’t regard the
actual amount you spend on capital in any one year as being simply for that
Year but merely set that up as an asset value, and then apply depreciation
Values or accrued accounting to this and reflect this amount of cost only
as part of the costs of running the Government or any other business in

at year.

This is one of the problems we are looking into as part of the Glassco
Proposals. I think if I can come directly to answer Senator Molson’s point about
this, T could foresee not only the wisdom but perhaps the necessity of going

ack to this kind of presentation. We have got the estimates to the point where
We were displaying the accounts of Government on an accrual basis; where
We are actually showing the functional and programming costs. If you want
_to include in that a factor which includes the depreciation on your fixed plant
I that year, you would then not include your actual expenditures as costs,
Or cash outlays, as you do now when you present as loans or investments
Your accounts made for investment purposes, and ask Parliament to pass them
In that way. Certainly, one of the considerations we were taking into account
Was the fact that for certain large blocks of capital investment we could not
See the sense of going to this kind of presentation.

. Take, particularly, the National Defence outlays for equipment and war-
like stores, or any part of the defence equipment program—it would make
N0 sense to capitalize these and to apply ordinary techniques of depreciation
accounting to them. If you take those out, and say: “Yes, these sums are very
arge”  and then relate them to the overall cost of government these days—
Some $7 billion—then you must make a judgment as to whether or not it is
Significant enough as a problem in the government area that you want to re-
Construct all of your books in order to produce this greater amount of precision.

So, I think we will be asking the question, and asking others to think
a_bollt it: What is the purpose of doing it this way? Is it to get a precise indica-
on of the capital cost in any one year? Will it bear on the discussion of how
Much jg actually put in for investment purposes?

d Senator MoLsoN: There is one specific point here. If you are comparing
e1_"icits from year to year—if, for the sake of argument, you say that we are

golng to have a deficit of $750 million this year and that last year we had a
SeﬁCIt of only $300 milion, and if in the course of the makeup of that deficit it
a Ould happen that this year there were $250 million of capital expenditure

ond last year that amount happened to be zero, it would have some bearing
N the trend of these deficits.

q Mr. SteeLE: That is very true. That is why it is difficult to state what a

aeﬁ(ut means. I can suggest another point. If you try to relate the Government’s

QCCOunts to what you call the national accounts presentation, and actually

Xamine where the flows of funds are going, as the Minister of Finance tried
do in his budget speech this year, you might come up with a third conclusion

S to what the deficit means, and as to the impact of the Government’s actions
the whole economy.

Senator MoLsoN: Would there be any difficulty in segregating revenue-

Sherating investments?
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Mr. STeeLE: These are segregated now. Wherever it is established that
you are creating an asset which is designed to be revenue-producing, the
technique—

Senator MoLson: I did not say “revenue producing”; I said “revenue gener-
ating”. For instance, is the Trans-Canada Highway a revenue producing asset?

Mr. STEELE: Undoubtedly so.

Senator MoLsoN: I would say it generates some revenue.

Mr. STEELE: Yes, the expenditures occur in one jurisdiction, and the rev-
enues in another.

Senator GROSART: Is not the essential difficulty that public and social assets
bear little comparison with private assets, not only in respect to the production
of revenue, but in their purpose. You might have capital expenditures in gov-
ernment which are going to cost money rather than earn it. Senator Reid might
put the South Saskatchewan dam in one category of spending, but then what
would he say about unemployment insurance, for example? Is it revenue gener-
ating, or not? I do not think you would ever get to the end of the argument.

Senator MoLson: I do not think that is a capital investment.

Senator GROSART: From the point of view of creating social assets, maybe
ihis;

The CHAIRMAN: You are talking about the social-economic effect of ex-
penditures, whether they are made on a current expenditure basis or on a
capital expenditure basis.

Senator GROSART: Yes. In corporate financing you are only concerned
with the return to the corporation. Here the whole philosophy of government
is that it creates a better life in terms of revenue and other terms for people,
so you cannot make this same distinction. For example, in the last six or
seven years you can account for the deficit by either transfer payments to the
provinces—you can account for the whole of it in that way—or you can
account for it by the extension of old age pensions and unemployment in-
surance. You cannot say that the deficit is caused exclusively by either capital
spending or social planning.

The CHAIRMAN: Apart from the economic effect I think the point Senator
Molson is making, to my mind at any rate, is that some of these expenditures
are definitely asset creating. There is something left that continues on for a
good many years; it is sometimes revenue producing and sometimes revenue
generating, but it is always a useful asset. The other expenditures disappear
in the year. They go out into the stream and are gone.

Senator CRERAR: Well, I think I could have taken Senator Grosart out to
lunch and discussed some of these things with him.

Senator GROSART: That might not be revenue generating.

Senator CreERAR: I notice that in the estimates submitted the amount it
is proposed to spend on construction or the requisition of buildings this year
is $224 million.

Mr. STEELE: Yes.

Senator CRERAR: And the amount for repairs is $26 million—that is on
buildings alone. Then, we turn to equipment—the construction or acquisition
of equipment—and we have $64 million. The item for repairs there is $16
million. These are quite substantial sums of money. We cannot do it today,
Mr. Chairman, but I would like to dig into that. I am going to suggest, if
there is not too much involved in getting it out, that we ask Mr. Steele to
‘have prepared a statement of the total cost of buildings exclusive of Defence
and Defence Production for, say, the last ten years.

Mr. STEELE: Just a total by departments, sir?
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Senator CRERAR: The total amount spent on buildings alone—Government
buildings.
Mr. STEeELE: Yes, that would be easy.

. The CuairMAN: Do you mean figures for ten years back comparable to the

item of $224 million that you are quoting? Is that what you mean? You gave

us a figure of $224 million as being the total of column 13 apart from National
efence and Defence Production.

Senator CRERAR: Yes.

The CHAIRMAN: Is it that figure for ten years back that you would like?

Senator CRERAR: Yes. How much have we invested in buildings over the
last ten years?

The CHAIRMAN: Yes, Mr. Steele will obtain that information.

Senator CRERAR: If I am correct, what we are proposing to spend this year
under column 13 is $224 million?

Mr. STEELE: Yes.

Senator CRERAR: And maintenance and upkeep is not covered by that
figure at all?

Mr. SteeLE: Yes, the whole inventory.

Senator CRERAR: That is $26 million?

Mr. STeELE: Yes.

Senator CRERAR: It would be interesting to have a statement of the capital
€Xpenditure on buildings alone—post offices and other buildings associated

With government administration outside of National Defence and Defence
Toduction—for each year over the last ten years.

Mr. STEELE: Yes.

Senator CRERAR: If it does not mean much more work I would like it to
80 back to 1950.

Mr. STEELE: Yes.

Senator CRERAR: Taking construction or acquisition of buildings, we are
DroDosing to spend $64 million this year outside of defence and Defence
roduction?

Mr. STEELE: Yes, that is mainly for vessel construction.
Senator CRERAR: $64 million is a lot of money.

Mr. STEELE: It is mainly for ship construction. You see, $33 million of
that i for the Department of Transport, and that is for new icebreakers and
SUupply vessels. It is not altogether for that, but if you take the Department

Mines and Technical Surveys and the Department of Tramnsport you have
Wo of the big items.

The CuaRMAN: Senator Crerar, shall we ask Mr. Steele to prepare a

Is:iatement for ten years with respect to column 13 and column 16 by depart-

ents?

Senator CRERAR: Yes. j

Senator ISNOR: Mr. Chairman, did you say you were going to adjourn at
O’clock?
t The CuarMAN: I was going to suggest that if there are no furthe; ques-
" Ons we might adjourn, but I would ask the Steering Committee to wait with
hhe officials of the department so that we can arrange the program for the
se"t meeting which will be held, I suggest, next Tuesday at 10 o’clock, unless
Omething else intervenes.

12
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Senator GROSART: May I ask one question to round out this discussion in
regard to the construction of rents? Has a study been made of Government
participation in lease back operations?

Mr. SteeLE: Not as fully as we would like, sir. In relation to certain
specific projects now coming forward, we are getting more and more into that
comparison. Some of the most recent rental arrangements we are getting in
are of a long-lease type with lease back provisions in them.

Senator GROSART: You have some of those now?

Mr. STEELE: Yes, there have been some examples of work done on that
basis.

Whereupon the committee adjourned.
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APPENDIX “A"
PROVISION IN'MAIN ESTIMATES, 1964-65 FOR EXPENDITURES IN
RESPECT OF INDIANS AND ESKIMOES
Blue
Book Estimates in
Page Department & Service $ millions
1964-65 1963-64
Citizenship & Immigration
70  Total Indian Affairs Branch—Operations. .................... 48 44
—@apital s i i s 13 10
61 54
National Health & Welfare
296 75% of Medical Services—Operations. ....................... 23 21
—Capitalils i s e b 3 2
(other 25% relates to Immlgratlon Medical Services, Sick — —
mariners services, quarantine, inspection, civil service health 26 23
and civil aviation medicine) —_ —
Northern Affairs & National Resources
Northern Administration—
339 Education Division—Operations. ........................ 7 6
345 e OO b B K TS et e e s 2 3
340 Welfare & Industrial Division—Operations............... 4 3
345 —Capital . et sk 2 1
15 13
OV-ERATLLWEOTARL S5 r L soit v Sha Yo S st L0 102 90

lI

}‘reasury Board Staff
2, 1964.
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APPENDIX “B" :
]
CONTENTS OF SUPPLEMENTARY ESTIMATES FOR 1961-62 AND 1962-63
$ Millions |
Supplementary Estimates—1961-62
1st Supplementaries—(tabled June 8, 1961) P‘
Vote 534—Vocational Training Payments. ........c.coveinenveimniiina. 20
Vote 590—Paymente 10 RallWaYS, . 2. cs o0t il o p osls b vri oot st v v 50
Vote 592—Capital Subsidies for Commercial Vessels..................... 10
Viote 599—Veterans PenfiONS .. . . . oo« 0i o os iras i s dnmiapese st soniesie 31
Other Votes (uhder $5 MBHORYIS Sl (i L s e s v s o i 27
138
Further Supps (1)—(tabled July 1, 1961)
Vote 610—War Veterans ALOWANCES. . ..ccov it vrnnunnnneisiosinnesnns 15
(0 T, 7 e s M B S L S e e U R e N e Won - 1 e DA e e ) 5
20
Further Supps (2)—(tabled Jan. 24, 1962)
Vote 611—Payments to western grain producers...............ooeeeeeen. 42
—Municipal Winter Works. . .............c... .. e S e A 40
82 i
Further Supps (3)—(tabled Feb. 8, 1962)
Vote 636—Vocational Training Payments. ........ccovivveineveeeeiann, 28
Vote 644-—Armay—Operations. . . ... wies . v sobotivensisssmammnesds 35
Yote6db—RC AR—ConStElOIION. ¢ 2\ 10 i ks ate se s s & 5 o dedon Vo G o500 31
T o A e e S SIS SRR SR e e S B R S 22
116 ‘
=EH |
POTAL SUPPE (ex- B0818). s . v ivvos it i rwm o siay o0 356
Final Supplementary Estimates
Further Supps (4)—(tabled Mar. 19, 1962)
Vote 685—Agricultural Commodities Stabilization Account Deficit........ 23
AL o s g S 5 0A 0T R SR SR R e N G R SR Sl ST Lt 67
Voldi 764 =R A PR i s o NN S W v S g 7 S
(8 Ty o PR 8y e S R e e S e e S S R e 26 d
123
TOT AL SUPERANE: TENAT STUPPR ., & s S s A 479
Supplementary Estimates—1962-63
Supps (A)—(tabled Nov. 26, 1962)
Labour 32a Municipal Dol Wane i, e S I 30
Labour 40a Vocational Training Payments...........c.cooovinivinivnan, 50
Transport 2138 Payments 10 RaIWATS. . 2. . L sk ton s v sasiss sas s s oia 50
Transport 222a Capital Subsidies for Commercial Vessels. ................ 6
Oty Viotem:4 o e o S S TS T i 0, Wit o o o o elatviim g Ay 12
148
Supps (B)—(tabled Dec. 10, 1962)
Finance 70b Salary Rewsmns, B s Py e N e 1y il o o Ve o 30
Ot her N oteg . 8 e e el S o e R G gl T e R R S Sy 3
33

TOTAL: SUTPPS (e tmal) =, ol o e i N S el e s 181
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Final Supplementary Estimates
Not tabled in regular form due to dissolution of Parliament on February 6, 1963—
granted initially by Governor General’s Warrants and later ratified by the
Special Appropriation Act, 1963
Agriculture 163—Agricultural Commodities Stablization Account Deficit. . . . ...
Atomic Eng. 16—Write-off of costs of NRU. .......covutiiiiiiiiiiiinanann
Binghee 10-—Salary ReviBIonai6to . va s e B i e s o e S e Gt e bt
Labour 40—Vocational Training Payments...........c.couiiinienieinnn...
NANR 119—Reimbursement to Northern Canada Power Commission for work
L Bk vl A SR R A S ARG gl A o S ST SR e S e A
POT SF—CNRAD ARt d o G i e S L s Ve e e
DO D2 —F D BheHl. | e e S e e e e B e
DOT 214—Extension of Freight Rates Reduction Act.........oovvvvveinn....
DOT 222—Capital Subsidies for Commercial Vessels. .......................
L0 o S ST e S el GV R R e A S S B SRR e A ol RS T o

TOTALSUPPS AND FINAT: BURPE: & Ui s e s,

$ Millions

?reasury Board Staff
une 2, 1964.
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ORDER OF REFERENCE

Extract from the Minutes of the Proceedings of the Senate, Wednesday,
ay 20th, 1964:

“Pursuant to the Order of the Day, the Senate resumed the debate on the
Motion of the Honourable Senator Connolly, P.C., seconded by the Honourable
€nator Hugessen:

That the Standing Committee on Finance be authorized to examine and
Teport upon the expenditures proposed by the Estimates laid before Parlia-
Ment for the fiscal year ending 31st March, 1965, in advance of the Bills based
on the said Estimates reaching the Senate; and

3 That the said Committee be empowered to send for persons, papers and
€cords.

After debate, and—
The question being put on the motion, it was—
Resolved in the affirmative.”

J. F. MacNEILL,
Clerk of the Senate.
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MINUTES OF PROCEEDINGS

TuUESDAY, June 9th, 1964.

Pursuant to adjournment and notice the Standing Committee on Finance
et this day at 10.00 a.m.

Present: The Honourable Senators: Leonard (Chairman), Baird, Beaubien
(Bedford), Belisle, Burchill, Crerar, Dupuis, Gershaw, Grosart, Haig,
Natyshyn, Isnor, Lambert, McCutcheon, O’Leary (Antigonish-Guysborough),
€arson, Pouliot, Quart, Rattenbury, Taylor (Norfolk), Welch and Yuzyk. (22)

On Motion of the Honourable Senator Haig it was RESOLVED that the
I“Iollourable Senator Molson be elected Deputy Chairman.

" On Motion duly put it was RESOLVED that certain Treasury Board tabula-
10ns be printed as appendices to the proceedings of this day.

The following witnesses were heard:
Dr. Geo. Davidson, Secretary of the Treasury Board.

Mr. J. C. Allen, Director, Estimates and Administrative Procedures, Trea-
Sury Board.

At 12.15 p.m. the Committee adjourned to the call of the Chairman.

Attest.

F. A. Jackson,
Clerk of the Committee.
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THE SENATE
STANDING COMMITTEE ON FINANCE

EVIDENCE

OTTAWA, _Tuesday, June 9, 1964.

e The Standing Committee on Finance, to which was referred the Estimates
ald before Parliament for the fiscal year ending 31st March, 1965, met this day
at 10.45 a.m.

Senator T. DARCY LEONARD (Chairman) in the Chair.

The CHAIRMAN: Honourable senators, we have a quorum; it is 10 o’clock
80 we will proceed.

We have with us again, Dr. George F. Davidson and Mr. Allen. Mr. Steele
Cannot be with us today, as he explained at the last meeting, and Dr. Davidson
IS going to go ahead. However, before we proceed, may I say that this committee
t‘_) date has not had a vice-chairman. As a matter of fact, when this committee
S}ts next week, if it does sit, I shall be away. Perhaps the committee might feel
ke appointing a vice-chairman.

Senator Haic: Mr. Chairman, I will move that Senator Hartland Molson
be appointed vice-chairman to act in your absence as chairman of this committee.

Senator TayLor (Norfolk): I second the motion.

The CAIRMAN: It has been moved by Senator Haig, seconded by Senator
Taylop (Norfolk), that Senator Hartland Molson be appointed vice-chairman
Of the committee. Does the motion carry?

Hon. SEnaTORS: Carried.

The CuamrMAN: I understand that Dr. Davidson is going to deal with the
Qestion of the Glassco Commission Report, and there may be some matters
&t over from last week that he is in a position to report on.

1 Dr. George F. Davidson, Secretary, Treasury Board: Thank you, Mr. Chairman.
¢ Would like to say, first of all, to honourable senators, that you will now listen
t° Somebody who has been just about three weeks on his new job. In those
hree weeks I have endeavoured as much as possible to cram into my head the
ackground information and understanding of the dimensions of my new post.
4 OWever, there is not quite enough room in my head for everything I am going
have to know about the task that is now mine to perform. Therefore, I warn
you, My, Chairman, that in the course of the discussion—and I am sure even
;EOI‘e in the course of the questions senators may have to put to me—the gaps
£ My knowledge and understanding of the problems will become apparent. I
rely ask you to realize that in the short period of time I have had at my
tﬁSDOSal to brief myself on all aspects of this complicated and difficult task,
®Te is still a good deal of work for me to do before I can give to you the
Ormation you have a right to expect on a variety of matters from the
Cretary of the Treasury Board.

h Senator PEarsoN: Mr. Chairman, may I ask the witness what department
Came from?
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The CHAIRMAN: Perhaps Dr. Davidson, you had better give your complete
background, because it is a little comprehensive.

Dr. Davipson: I started off, sir, in 1944 as Deputy Minister of the Depart-
ment. of National Health and Welfare. I moved from there in 1960 to become
Deputy Minister of Citizenship and Immigration. In 1963 I became Director of
the Bureau of Government Organization in the Privy Council office, charged
with the responsibility of preparing the analytical and disgestive work for the
Government in the consideration of the Glassco Report. On May 15 I came to
the Department of Finance to be Secretary of the Treasury Board.

Senator IsNOR: A pretty good background.

The CHAIRMAN: Yes. I think Dr. Davidson is a bit modest about it, too.

Dr. DavipsoN: Mr. Chairman, I have to report that a number of the tables
of information to be presented to the committee in response to some of the
questions that were raised by honourable senators on May 26 and on June 2
are now ready in tabular form. Unfortunately, I am not able to report that we
have copies in both English and French for distribution at this morning’s
meeting. I would ask the permission of the committee, therefore, to include
this table in English and in French as appendixes to the proceedings of today’s
meeting so that the honourable senators will have them much sooner and be
able to examine them and put questions with respect to them at our next
meeting.

The CHAIRMAN: I take it, Dr. Davidson, that you are going to say something
about them now, though?

Dr. Davipson: I will say just a word or two about them now, but I think
it would be unwise for me to go into them in detail when the tables are not
before the members of the committee.

The CHAIRMAN: Is it agreeable to the committee that these tables be
printed, and then senators will have the opportunity to consider their contents
before the next meeting?

Hon. SENATORS: Agreed.
(For text of tables see Appendixes to today’s proceedings)
Dr. DavipsoN: On May 26 questions were asked as to the establishment and

strength statistics of the Civil Service for the periods 1962-63, 1963-64, and

1964-65. I have here a table which shows the establishment and strength statis-
tics for these last three years. The members of the committee will be interested
to have me merely note the establishment in 1963 was set at 216,419, in 1964
at 217,925, and in 1965, on the basis of the present situation, it is 216,090. In
that connection, it is interesting to note that the Glassco Commission records the
establishment strength, as of 30th September, 1960, as 216,000.

The significance of these four figures is that in the period from 30th Sep-
tember, 1960 until the present moment there has been almost no movement in
the overall establishment and strength figures.

Senator CRERAR: Does that include or exclude the revenue postmasters?
Dr. Davipson: This does not include them.
Senator CRERAR: Does it include casual labour?

Mr. Davipson: Yes, it includes casual labour. The relevant reference in the
Glassco Commission report is to be found at page 36 of the first volume. It
shows here the figure for federal government employment, but excludes that
covering the armed forces, the commercial undertakings—the commercial crown
corporations, and revenue postmasters. The figures I have given are comparable
in all respects. The point I wish to draw to your attention is the fact that since
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September, 1960 the overall size of this portion, this major portion of the
Public service has remained almost completely static. The actual strength
S.tatistics, as members will appreciate, are traditionally less than the authorized
Size of the total labour force.

The figures that will be tabled show that in 1963 the actual strength figures,
as of a specified date, were running at about 199,000 compared to the authorized
establishment of 216,000. In 1964 they were running about 202,000, as against
an authorized establishment of 217,000. We have not comparable figures for
he present moment, but it can be assumed, I think with reasonable certainty,
that the actual strength figures at any one time run, perhaps, in the order of
15,000 to 20,000 less that the authorized establishment.

We have also included a table showing the payroll costs over several years,
Which were also asked for. Last week there were also questions asked regarding
%19 construction expenditures of civil departments. We have a table showing,
Since the year 1950, construction figures for civil departments and also for the
€quipment for the civil departments. Those are the ones which, with the permis-
Slon of the committee, will be added as appendixes to the proceedings of today.

There were two other questions raised at the last meeting relating to the
total cost of the South Saskatchewan River project and the items making up
anada’s contribution to the Commonwealth agricultural bureaus, on which we
are not at this moment in a position to give you complete information. We wish
O check the information we have against the responsible department, to make
Certain the information is correct and up-to-date. Those are the questions, Mr.
airman, which have been raised.

It would be my intention, with your permission, to proceed from the dis-
CU‘SSiOns which were held at the last two meetings, when Mr. Steele was your
Wltness, into an area of discussion which is, I think, relevant and related to

€se discussions which have been held in the past two meetings, but which
€ads us a little bit further afield into the kind of reorganization of the financial
administration and management of the departments and of the Government of
aanada which are now mostly in the process of being undertaken or which
e under study, largely as a result of the work of the Glassco Royal Commission
overnment Organization.
Perhaps before I embark on that main portion of my remarks I could relate
at I am going to say to some of the discussion that took place at the last
Meeting. You were questioning Mr. Steele, you may recall, on certain of the
ceatures of the estimates presentation having to do with the ways in which
oomn’lon services are or are not charged to the various departments, and are
str are not shown as the cost of a particular service reflected in the votes
TUcture in the estimates.
i As Mr. Steele drew to your attention, it has been the custom since 1962-63,
to Connection with the details of services shown in the printed estimates book,
show in memorandum form the approximate value of major services which
€ not included in the individual votes.
) Members can readily see this by consulting their book of estimates. For
nstaIlce, at page 255 we have under the details of services for the Department
National Defence a number of line items which are designed to give an
Ication, and an indication only, to the members of the House and Senate,
€ costs of these common services provided for National Defence by other
€Partments,
$8 Senator Hare: It seems that in 1964-65 these common services totalled
5,933,300.

ar Dr. Davyipson: They were estimated at that. One would not pretend these
€ cost account figures.
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Senator Haic: No, but are they for each department?

Dr. DavipsoN: Yes, these are the estimated values of services provided by
other departments to the Department of National Defence which are not in-
cluded in the Department of National Defence estimates as voted by Parliament.

Senator Haic: Take, for instance, the Department of Public Works, in their
estimates is there $3,640,400 for the Department of National Defence?

Dr. DavipsoN: No, there is no relationship between the figures shown here
and the amounts that are actually being voted by Parliament for Public Works’
actual expenditures. Nor is there any necessary relationship between the figure
shown here for the accounting and cheque issue services rendered by the Comp-
troller of the Treasury to the Department of National Defence and the actual
amount Parliament is asked to vote. There may be a rough relationship, but it
is not pretended you can take the cost of all common service items under each
department heading for the Comptroller of the Treasury and arrive at the exact
amount that the Comptroller of the Treasury desires to have voted for the
current fiscal year.

Senator GROSART: Is it so that the individual dollars included here have
all been voted?

Dr. DavipsoN: These dollars figures shown here, Senator Grosart, are not
significant in terms of the number of dollars Parliament is-being asked to vote.
These are calculations made which take into account a number of factors other
than the current cash dollars needed which are designed to show the value of the
services.

Senator GROSART: I know that, but my point was that the individual dollars,
not as a cumulative amount, have all been voted, but not in this form?

Dr. Davipson: The services represented by these dollar estimates have been
provided for by funds voted by Parliament.

The CHAIRMAN: A rental calculation would be an explanation of it. These
figures on page 255, as I understand them, include a calculation equivalent
to a rental. When your turn over to the Department of Public Works the figure
there may be a figure for the cost of construction of a building, but the counter-
part of that in these figures is perhaps a rental calculation based on the cost of
the building and the amount of the accommodation used.

Senator Haic: The same as in a department store, where each department |

has a certain figure charged against it. That is the same as what you are doing
here?
Dr. Davipson: That is right.

Senator RATTENBURY: Is this for purposes of clarification or for ease of
accounting?

Dr. DavipsoN: This is a step in the direction of what has been indicated
by previous committees of the house and Senate as desirable. One of the criti-
cisms made of the form in which estimates are presented to Parliament is that
there are a lot of hidden costs or expenditures being absorbed through other
channels which make it impossible for any member of Parliament to deter-
mine by looking at the estimates what the true cost is of providing a specific
service to the Canadian people. The argument is if you wish to have an actual
reflection of the true costs to the Canadian people of the provision of a given
program, you should have reflected in the estimates not only the dollar require-
ments of the department administering the program but the costs involved in
respect of office space and accommodation, machine rentals and servicing,
superannuation payments, postal services and all of the other ancillary costs
which, if it were not for the provision of that service, might represent savings
to the taxpayer.
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Now, you can carry this thought to the point where it would require more
People on the payroll to do the precise refinements of these costs and their allo-
Cation to the respective departments than the thing would be worth. We are
moving cautiously—I think that is the right word, senator—in the direction of
trying to meet the requirements of the members of the house and the Senate.
Our first step has been to provide in memorandum form and as part of the esti-
Mates to be voted an indication of the approximate cost of providing these
Services to these other departments and agencies. So I must warn the committee
0 take these memorandum figures with a fair amount of reserve because they
are really intended to be indicative. .

_ Senator GROSART: Are there similar memorandum figures showing these
items as deductions from the estimates of the departments from which they
are transferred?

Dr. Davipson: No, sir.

Senator GrRosART: Wouldn’t this be necessary to carry out your intention
of showing the actual cost of departmental administration other than the transfer
Payments?

Dr. Davipson: Certainly, before these figures could be moved one stage

further to the point where they would be included in the amounts we are asking

arliament to vote, there would certainly have to be a reconciliation between
these figures and those shown in the Department of Public Works itself.

Senator McCuTcHEON: Or the Post Office Department.

Dr. Davipson: Some of these are closer to the estimates for the Post Office
Or for the Superannuation Fund than other estimates. But when you take a
Service like the comptroller, for example, I am not in a position to say whether
In this calculation we include the cost of housing and accommodation. Mr. Allen
Says we do include here the estimate of the cost of accommodation for the comp-
troller’s people who provide these services. That means automatically if you
added up all these figures showing the value of services rendered to the comp-
troller it would come to more than the comptroller requires because he would
Mot pay rent to the Public Works department.

Senator GROSART: I understand the Post Office does a great deal of work
N trying to ascertain the exact cost of carrying paid mail. Is that shown?

Dr. Davipson: It is not shown at the present time, but we do so on the basis
of the calculations worked out by the Post Office of the cost of carrying franked
Mail in g0 far as it refers to each department of government. However I would
femind the committee that it only relates to franked mail posted from Ottawa
indoiitoes not refer to the costs incurred in administration from offices outside

awa.

Senator Hara: To find the total cost of the departments you take the votes
lus this memorandum?

Dr. Davipson: That is the theory.
The CuatrMAN: Senator Burchill.

Senator BUuRcHILL: From an accountant’s point of view these amounts should
oted to Defence and credited to the various departments?
Dr. Davipson: That is correct. However if you carry this theory to its com-
Dletely logical conclusion you would include this $85 million cost of services in
£ Cost of the National Defence department and you would vote it to them and
€duire them to pay the comptroller, the Post Office and other service agencies,
You would in fact set them up as a self-contained, self-financed crown cor-
tion, and you would vote only $1 for them in the estimates. If I may say
ith deference, you can carry this theory to the point where it begs the ques-
N as to the value of carrying it that far. For example, the Civil Service Com-
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mission is a common services agency. Should you carry this to the point where
you would charge the various departments for the cost of holding competition
or hiring personnel?

Senator McCuTcHEON: If you did so you might get a more accurate figure.

Dr. DavipsonN: It depends how far you carry this principle of charging back
to the purveyors of services the cost of providing the services.

Senator McCuTcHEON: When you are determining the cost of occupying
their own buildings and charging it to the various departments—you have an
item of $5 million for accommodation in those departments on buildings.

Dr. Davipson: Could I ask Mr. Allen to comment on this?

Mr. ALLEN: There is a formula employed by Public Works and offhand I
don’t have the square foot valuation, but roughly—first of all—the formula
only applies to office accommodation, and excludes specialized buildings, and
also excludes the Houses of Parliament. All buildings across the country are
classed in two categories, those over 20 years of age and those under. In respect
of each there is a value, a rental value, calculated per square foot, which bears
some reasonable relationship to current rental values, the average rates across
the country. Now this formula is employed by Public Works and applied by
Publics Works to its inventory of space, and the same formula is applied by
departments to the space they occupy and which may not come under the
Department of Public Works supervision.

Senator McCurcHEON: The formula of rates relates to the age of the
building and the average rental in the community rather than to the capital
cost?

Mr. ALLEN: Yes. We think it is a rough formula. It has not been attempted
to associate it with the actual investment in some of these buildings over the
years.

Dr. DavipsoN: The other point I think I might mention at this stage is that
it is my understanding that these calculations have not been worked out and
negotiated and agreed with the departments. I think the departments might
in some instances, challenge these as being accurate valuations of the cost or
value of the services to them if they were, in fact, having to find the money
and estimate for them.

Senator McCuTcHEON: When it comes to the question of putting down in
your account $59 million for the department’s own building, that becomes
pretty meaningless. These are buildings owned by the Department of National
Defence, but which Public Works does not supervise fully. Surely if you are
trying to get a picture of the true cost you would put in normal depreciation
and major repair and maintenance and so on rather than going into this rental
item.

Dr. Davipson: Yes, but they are up against the difficulty that the cost
items are not already appropriated in the amounts for National Defence or
Public Works, and the principle has not yet been adopted, when voting money,
to cover depreciation costs.

Mr. ALLEN: I thought perhaps I might go one step further on this. As far
as I explained it covers both the Public Works calculation and the department’s
own calculation, but in the case of Public Works they go on to add the current
maintenance and repair costs that they are incurring in the current year before
they arrive at the valuation and cost of the accommodation they are providing
for another department, whereas in the case of the department’s own buildings,
their valuation here does not cover current repair and maintenance which is
included in its own estimates for the then current year.
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Senator McCuUTcHEON: Just to make sure that I understand it, this figure
9f $3,640,400 for accommodation provided by the Department of Public Works
18 the figure for rentals plus an estimate of the repair and maintenance costs
attributable to that?

Mr. ArLEN: That is correct, Sir.

Senator LAMBERT: In connection with the responsibility of the Public Works

epartment for these buildings, the point has been raised before as to how
far the building of new buildings is completely under the authority of the
Public Works Department. The Public Works Act, I believe, assumes that that
1S the case?

Dr. Davipson: In that connection could I read a very brief extract from the
Glassco Commission’s Report on Real Property, which deals with the extent
to which construction activity is in fact now being carried on by the Department
of Public Works and the extent to which it is being carried on by other depart-
Ments? This is from page 41:

Reference has already been made to the extent to which the monopoly
of construction activity granted at Confederation to the Department of
Public Works has been impinged upon by the growing construction acti-
vities of other departments and agencies. Today, its construction activity—

That is, Public Works’ construction activity.
—for its own account—

That is, for common services, Government buildings and typical office buildings.
Today, its construction activity for its own account represents but twenty-
five per cent of total Government construction and it carries out, as agent
for other departments, an additional fifteen per cent.

So that Public Works’ total percentage is forty.

Its principal independent competitors are the Departments of National
Defence, twenty-five per cent—
That department works, as you know, through Defence Construction Limited.
—and Transport, twenty per cent.
Thig gives you the major components of the breakdown of construction activity.
Then there is, I should add, a number of other departments, notably the
Department of Agriculture and the Department of Northern Affairs and National
€Sources, which have significant construction programs of their own. The argu-
Ment in support of this tendency not to develop a complete monopoly of con-
Struction responsibility in the Department of Public Works is an argument
ased upon the relatively high degree of specialization in regard to construction
broblems of certain departments such as, for example, National Defence and
. Tansport. This is the basic argument for saying that instead of trying to create
n the Department of Public Works a monolithic construction agency for all
80vernmental purposes you should proceed in specialized areas, where there is a
Substantial construction program, to refer it to the expertise—airport construc-
lon is an example—of the department which is the prime user of those services.
ut, this gives, I think, the picture.
th Senator LAMBERT: There has been considerable change in connectiop With
the responsibility of the Department of Public Works for these new buildings
at have been erected since the end of the last war.
X Dr. Davipson: It is a different story with respect to office buildings, Senator
. farnbert. There it is recognized that office buildings which are us<_ad by a number
* departments, or which are capable of being so used, are entirely under the
esponsibility of the Department of Public Works.

Senator LLAMBERT: Yes, that department supervises the plans.
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Dr. DavipsonN: Yes, it is responsible for carrying through the construction,
the housing of that department, the allocation of space in those buildings, and
S0 on.

Senator RATTENBURY: Mr. Chairman, that answer leads me to another
question. Does the Department of Public Works exercise an overall control as
to the allocation of available space?

Dr. DavipsoN: Yes.

Senator RATTENBURY: Well, I know of one instance—possibly there are
others but I know of one—where space in a public building is rented to a
private firm, and yet in the same area another department of government is
contemplating the erection of a new building, or the rental of space in a new
building, which will be erected privately. I was under the impression that the
Department of Public Works was the overall co-ordinating agent. It seems to
me to be ridiculous, if space is already available in a Government building, that
it should be leased to a private firm.

Dr. DavipsoN: I must say offhand that I would like to ask some questions
about that myself.

Senator RATTENBURY: I can give you the details of it.

Dr. DavipsoN: Yes. I think I am correct in stating, nonetheless, that no
department of government could consider it had the authority to rent space
in a government building that it occupied under Public Works arrangements.
If such a situation exists it must have been done with specific authority for so
doing, and that authority would be really exercised by the Department of
Public Works which is responsible for the allocation and the best use of space
in government-owned buildings.

Senator RATTENBURY: Let us take the Department of Agriculture, as an
example; if it decides it needs a building erected in Toronto does it clear with
the Department of Public Works? |

Dr. Davipson: Oh, yes.

Senator RATTENBURY: —to see if other space is available?

Dr. Davipson: Yes, the Department of Agriculture works out its own
estimate of its requirements. It would have to have some idea as to what its
requirements amounted to. This would be correctly described perhaps by the
term “Requirements planning”. Requirements planning would be the responsi-
bility of the using department. It first would go to the Public Works Department |
and present its requirements, and say: “What can you do to meet our require-
ments?”’ From that point on, whether it is a question of rental or a question
of construction, the ball is in the court of the Public Works Department.

Senator GrosarT: If there was a dispute between the two where would
the decision be made? |

Dr. DavipsoN: It probably would eventually land in the lap of the Treasury
Board. |

Senator LAMBERT: In connection with the selection of sites and the character
of the buildings, and so on, is there provision for consultation with the National
Capital Commission?

Dr. Davipson: In Ottawa?

Senator LAMBERT: Yes, I am talking about Ottawa.

Dr. Davipson: Well, in Ottawa, as I understand it—at least, in the National
Capital area—it is a statutory requirement that the National Capital Commis-
sion should give its specific approval to the location of the building and theé
type of construction or the ornamental features of the construction.

Senator LAMBERT: There is no consideration of the elements of cost in that?
It is purely the cultural aspect that interests the Commission?
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Dr. Davipson: It is the asthetic relationship of that building to the environ-
ment itself that concerns the Commission.

Senator PEARSON: Can a department purchase a building that is already
€rected without going through Public Works?

Dr. DavipsoN: No, sir.

Senator GROSART: Is this so-called monopoly of the Department of Public

orks in this field a statutory requirement?

Dr. Davipson: There is, so far as I have been able to discover, Senator Gro-
Sart, no clear statutory provision to the effect that the Department of Public

orks must be the only department of government to authorize and to carry
Out a construction program in respect of a government building.

Senator GRosarRT: What significance is there in the Glassco Commission’s use
of the word “monopoly”? They said “monopoly granted at Confederation”.

Dr. Davipson: I think, in fact, the Department of Public Works started off
Conceptually as being the department which was to be responsible for all kinds
of government construction, but I think our own discussion shows that when we
talk of Public Works as being a construction agency we are thinking essentially
of government office buildings. There are, in fact, countless other kinds of con-
Struction. There is the construction that is involved, for example, in the program
Of the Prairie Farm Rehabilitation Administration, and from the Department
of Agriculture the argument is presented that this is such a distinctive and
Specialized kind of construction that a department which is set up to build
Buildings is not necessarily the department that would be expected to be expert
I, and responsible for, earth moving and the kinds of works involved in such
Constructions as the South Saskatchewan Dam and other projects of that kind,
Which, on a much smaller scale, come within the ambit of the Prairie Farm Reha-

ilitation Administration.

The same is true of airport construction, and it is true of a variety of types
Of construction for National Defence which have military significance.

For this reason, what started out to be a department that was to be given
the principal responsibility as the construction agency for the traditional kinds
°f government buildings, has now found itself in a position where, while it con-
tinyeg to retain an essential monopoly in regard to the ordinary kinds of gov-
ffnment construction—notably office buildings—has found its place taken by
me large substantive departments in terms of construction for their own require-

ents.

Senator GROSART: In the early days when there were such things as forts,
Were they built by Public Works?

. Dr. Davipson: I would have to make a check in order to answer that ques-
tlon, but my impression is that they were built by the Department of National

efence. Penitentiaries provide another example of this type of thing. Who is
&St equipped to understand the problems of penitentiary construction—the

€bartment of Public Works or the penitentiary authorities themselves?

& Senator PourLior: How many departments and crown companies are
®Parated in each grade—engineering and branches?

Dr. Davipson: A tabulation could be prepared and presented to the com-
€e at a later stage which would indicate that.

Senator PourioT: You know very well that the Department of Public Works
as at one time the only department engaged in construction. Then the fashion
Arted of building larger and larger constructions and each department took it
°n_ itself to do this. Now it is necessary to go from department to department,
k?l 1t is quite complicated, to find out the person you want to see. I want to

oW what other departments are doing their own construction. You mention

ity
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agriculture and health. I think that if you go down the list you will find that each
department is doing likewise. There is a complete lack of supervision and uni-
formity in the construction. Have you not come to the conclusion that that is
so? Should not all new construction be by the Department of Public Works,
where they have the technical staff trained for that purpose?

Dr. Davipson: In the Summary of Standard Objects of Expenditure,
attached to the Blue Book of Estimates, there is an appendix showing the
value of construction or equipment item in each of the several departments.
It shows that, so far as the allocation of funds is concerned, substantial
amounts of money are allocated to individual departments, or voted by Parlia-
ment, for the purpose either of doing their own construction or of arranging
through Public Works to carry out their construction for them.

You will find a partial answer to your question with respect to personnel
employed in various departments of Government, in the Glassco Commission
Report on real property, to which I referred earlier. It is in Volume 2 on page
45. There is a tabulation there showing the personnel employed—architects,
engineers and supporting personnel—for the year 1961. -

Senator PouLior: By departments?

Dr. DavipsoN: By departments. It shows this under the headings of
architects, engineers, and supporting personnel. _

The tabulation with respect to personnel employed does show what Senator
Pouliot has drawn attention to.

There are on the establishments of other departments a certain number
of architects, engineers and supporting personnel, arising out of the fact, as
I explained earlier, for example, that the Transport Department, where they
are concerned with airport construction, the building of rain stations and a
variety of highly specialized and highly technical construction activities, have
a contention in this regard.

Their contention is—and if I may say so, I think they have good support
for their argument—that for this kind of highly specialized construction, it
does not make sense that they should have to go to another department to
get the engineering and construction skill in that other department into their
Qiighly specialized department. There may be some point in providing -2
common service department for architectural and engineering construction
skill that is required for common types of construction; but there is very
little economy or administrative advantage to be gained by locating in 2
second department of Government the kinds of personnel required solely and
exclusively for the purpose of one particular department.

Senator Pourior: That is all construction. Each department is independent
of the other.

Dr. Davipson: Far from it.

Senator Pourior: They are just as much independent of the Departxﬁent
of Public Works as they are of any other department.

Dr. Davipson: If I may say so, I think you are thinking primarily of
building construction.

Senator PouLior: I am.

Dr. DavipsoN: I am thinking and referring at the moment to other kinds
of construction which may involve the construction of dykes or agricultura
works or the development of airports or rain stations or some of the highly
technical construction activities not related to building construction which aré
carried on, for example, by the Department of Transport.

If you look at this table I referred to, you will find that the main depart-
ment of Government, other than Public Works, which retains in its own
employ a corps of architects and engineers, is the Department of Transport:
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The CualRMAN: Does the Glassco Commission follow up this study with
any advice or recommendation?

. Dr. Davipson: The Glassco Commission recommends, so far as construc-
tion activity is concerned, that the Department of Public Works be made
Tesponsible for all construction activity of the Government, outside of the
ational Defence field.

The CHAIRMAN: That is in what volume and on what page?

o Dr. Davipson: In the report on real property, volume II of the Glassco
Ommission’s Report, page—I shall give it in a moment.

The CuAlRMAN: While you are finding it—Senator Grosart.

Senator GrosarT: My question was on the same line. While admitting
the Specialized functions, it seems obvious that one of the important purposes
the original so-called monopoly was to provide co-ordinated planning. Now
}_la.t this monopoly has been eroded, has anything been substituted, any over-
Uding planning authority, for example to see that if you want to build a
am here, you will be told you should not because someone wants to build
Power station up above?

" Dr. Davipson: There are two things I should like to say in answer to
hat. One is that the Department of Public Works is developing now a pattern
o relationships with other departments, based upon what they call a liaison
a.rc_hitect; so that they have on their departmental payrolls a certain number of
laison architects, whose chief job it is to maintain liaison with other depart-
€nts, some of which do none of their own construction work—small depart-
Ments which have no facilities of their own—and the purpose of liaison there
S to find out the needs of those departments and to see that they are serviced
Soperly,
6 A group of departments will be made, which should do some of their
+"Wn construction activity and which are helped by Public Works to do their
d‘.”n construction activities, and the liaison officer’s job there will be slightly
Uferent, It is to keep informed on the construction activities that the
fPartment is doing under its own auspices and also to see that services are
fndered to that department in respect of those segments of construction pro-
igra.m of that department which. had to be carried out by Public Works. This™
In the process of developing as one set of relationships.
Q The second thing I should like to say is this. This entire report of the
assco Commission respecting Real Property is currently under examination
2 committee which has been set up under the auspices of the Bureau of
OVernment Organization, of which I am still the director. We are in the
OrOCess of examining these individual recommendations, to find out whether
Q hot, in our view, they are recommendations which can be incorporated into
OVernment policy.
Co I.am not in a position at this moment to indicate the final views of the
it Mmittee, because the committee has not concluded its work, other than that
Dlals becoming clear that there is a need for ensuring that the construction
U8 and the land use plans of all departments of Government be cleared
gh some central co-ordinating agency. It is to ensure that if a department,
’ €xample, acquires a piece of property in some locality, there be clgarance,
1Q§t of all, to establish whether the Government owns. property in that
fiy ality which could be used for this purpose, plus making it unnecessary that
sk € acquisition be made. The Department of Public Works has already been
ed to establish a service by inventory on real property for the purpose
Te Yoviding a central point of information, if nothing else, through which all
Quests of this kind can be cleared.
he second thing which is developing out of this is the inclusion in respect

gg’nstruction projects. These also should be cleared through some central
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co-ordinating channel to ensure that there is a planning and construction pro-
gram, in particularly urban areas in relation to the land use and other urbaB
development plans of the municipalities in which these buildings are to bé
located.

Senator PouLioT: Dr. Davidson, are expropriations of real estate still under |
the Department of Justice? ‘

Dr. Davipson: Yes, sir.
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Senator RATTENBURY: Does this include Crown Corporations?

Dr. DavipsoN: Senator Rattenbury, there you have the difficult questio®
of how far you can go loading up inventory with all Crown-owned land; an
we are in the process of sorting out the outer limits of this. For example, do
you include in the inventory all of the Crown-owned land in the Northwest
Territories and in the Yukon Territory; do you include all C.N.R.—all of theé
rights of way, and so on; do you include all harbour board property? If you
began to really include in a realistic fashion in your inventory every piecé ‘
of property that is held by the Crown in the name of Canada you might get
such an unwieldly inventory that it would be useless before it was started.

It is interesting to note, in this connection, that the lawn in front of thé
legislative buildings in the City of Quebec is, according to the Glassco Com~”
mission, owned by the federal Government. There are a good many othe’
rather unique instances of Crown-owned property. But the purpose of thé
Glassco Commission in proposing an inventory of the obvious federal proper”
ties is to ensure that the federal Government does not unconsciously go ouf
to purchase property for one purpose when they have a suitable piece 0%
property in their possession for another.

The CHAIRMAN: Dr. Davidson was somewhat interrupted in his origin‘c}l
train of thought. I was wondering if we should let him go ahead with hi
own plan of proceeding?

Dr. Davipson: Could I just say one more thing, Mr. Chairman, before 1
leave it?—and I do this with some diffidence. However, in terms of the ques”
tions which have been raised on interim supply relating to this problem 0
government buildings and space, and so on, I think perhaps a factual state”
ment should be made. It will be recalled that in the course of debate 0P
interim supply, Senator O’Leary (Carleton) made certain remarks with respe¢
to the amount of government-owned property and he raised a question as t¢
the amount of office space occupied by the federal Government in Ottaw?: |
compared to the amount of space occupied by the United Kingdom govern”
ment offices in the City of London. He said he had not been able to obtain thé
information with respect to the U.K. offices in the City of London. Nor havé .
we, although we are in the process of trying to get it. I am not quite 5u1:3 3
whether he meant by the City of London the small City of London, which ¥
technically the City of London, or the metropolitan area. However, a questio®
was read into the record by Senator O’Leary from the Glassco Commissio?
Report to the effect that the federal Government owned 180 million squa'fe
feet of building space in Ottawa. I think there has obviously been some mis" 34
take or misunderstanding as to what that figure referred to, because I hav®
before me the first volume of the Glassco Commission Report page ‘20, wheré
the quotation which Senator O’Leary read into the record appears. I shoul i
like to read the entire paragraph so that the factual position will be P¥ i
clearly on the record:

Even without the vast public domain in the north, the federal GoV"
ernment is by far the largest holder of real estate and the larger tena? ﬁ
in Canada. In 1960, about 180 million square feet of building space
were occupied by departments and agencies—the .equivalent of ove€
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100 buildings, each the size of a football field and 28 storeys in
height—and the value of real estate holdings was estimated at $4 billion.

That is the end of the quotation; and I think it is quite clear from that, Mr.
Chairman and senators, that the figures quoted relate to government-owned
SPace in the entire Dominion of Canada.

Senator PeEAarRsoN: Does that include Crown corporations?

Dr. Davipson: I can only read what Glassco himself has said. Yes, depart-
Ments and agencies.

The information I have as to space in Ottawa is with reference to govern-
Ment-owned or rented office space, and the figure that I have here is that

€re are 10.6 million square feet of office building space owned or occupied
¥ the Government of Canada in the City of Ottawa.

B Senator PouriotT: That is the question I should have asked, and which you
ave answered very well. Thank you. Is not the Treasury Board the only con-
Yol over the construction program of each department and each Crown

Company?

Dr. Davipson: It is the only executive control, Senator Pouliot. There is
°f course the control that Parliament exercises itself through the estimates.

i Senator PouLIoT: The only control of Parliament is to look into it, as we

now?

- Dr. DavipsoN: That is correct. But Parliament has enacted certain legis-
at}on by which the Treasury Board and the departments themselves must be

8Uided, To take an obvious illustration, the Defence Construction Limited.

Senator Pourior: Do they have to submit their plans for approval by the

sury Board before starting their work?

s Dr. Davipson: Oh, yes. The departments which do their own construction
se Subject to the same requirements exactly vis-a-vis the Treasury Board,

are the Department of Public Works programs.

Senator PouLrror: Have you a technical staff to study the plans that are
Mmitted for your approval?

Dr. Davipson: Not in terms of the technical plans.

a6 S_enator Pourror: Take the construction of a dam or an airport, which
5 hlghly technical in nature, would you not require technical assistance?

Dr. Davipson: I should have made a distinction, Senator Pouliot, between
thr- €xamination of these construction proposals in terms of their financial and
€It policy implications.
Senator PourtoT: Common sense has a lot to do with it.
tect Dr, Davipson: And the purely technical examination which requires archi-
it S Or an engineering personnel. Obviously, the Treasury Board does not have
in architects and engineers, and does not attempt to impose its technical views
'0Se areas on the technical advice that the departments are either in a
10n to provide for themselves through their own personnel, or the technical
Ultants which they have obtained from outside.
Senator Pourior: I am alluding, as you know, to the building projects in
.+ 10Us places that were built by people of great reputation, and it is most
Cult to approve of the plans without having technical assistance. I do not
thstgﬁ‘-St that you should hire more technical staff, but I think in cases like
of Plt Would be a good thing to submit the plans to the staff of the Departmer}t
W, Ublic Works, where they are independent. If the Department of Public
rer S Is not going on with the construction of some kind, perhaps you in the
an asury Board, or the Department of Agriculture or the Department of Trade
ty Ommerce, could submit an application to the Department of Public Works

r
& check-up. What do you think of that?
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Dr. Davipson: I think that in certain instances that might be done. I think |
the basic position the Treasury Board must inevitably take in all these construc-
tion proposals is that it must satisfy itself the department undertaking theé |
construction is operating on the basis of competent technical advice. Whether
that competent technical advice is within its own department, or whether it
is by consulting services from outside engineering consultants, which I think

is done in most large-scale construction projects, the essential point remains
the same, that the Treasury Board has the responsibility, before it approve’ |
a construction program put forward by any department, to satisfy itself the

proposal has been examined and found to be sound on the basis of the best

and most competent technical advice that can be found inside or outside the |

Government service. If there were a project being put forward by an individual

department where it was clear the Public Works Department had more com~ |

petent technical experts to examine that particular project, I think clearly

Treasury Board would wish to have the advice of the Department of Publi¢ ‘

Works.
Senator Pourior: Does the Treasury Board consult technicians from
outside?

Dr. DavipsoN: Not directly, but it insists from time to time that the depart” |

ment consult outside technicians and that the advice given by them be providedv
through the department, to the Treasury Board.

Senator Pourior: If I am the Minister of Trade and Commerce, foF
instance, and I come with a program for the construction of a building an
submit the plans and specifications, and it is submitted to the Treasury Boards
how will the approval be made?

Dr. DavipsoN: If you come to me, as the Deputy Minister of Trade and
Commerce, with a plan for a proposed office building, I will say to yolf
1mmed1ately, “That is the responsibility of the Department of Public Works,
because all office buildings are provided by the Department of Public Works:

Senator McCuTcHEON: Dr. Davidson, in connection with the general theory
that the Glassco Commission laid down the principle, to what extent is theré

1

a policy, and if so, to what extent is there a policy of lease-backs in connectio?
with Government operations?

Dr. Davipson: Mr. Steele made a comment on this at the last meeting:
and I think I can do little more than reiterate the comment that he made. Thal
is, that the Government is just now beginning to interest itself in the possibility
of operating, for its space requirements, on the basis of lease-backs. Tradi
tionally, back over the years the Government position has been, either you
rent existing accommodation, some of which has been of 1nd1ﬁerent quality, OF
you build the Government’s own office buildings. But at the present time Publi¢
Works, with Treasury Board, has under study the possibility of a number 0
lease-back arrangements which, if they work out successfully, I think cou11d
establish a new pattern for the provision of normal Government office space
requirements. These cannot obviously, in cases I am thinking of, be building®
that meet any specialized requirements of the Government as the sole potentid

user of that building. For the moment we are examining the possibility "t W

obtaining space on lease-back arrangements in normal office buildings th@
could, under other circumstances, be used by other consumers of space.

Senator McCuTtcHEON: Why do you put that limitation on it? After 3!1’
commercially you have very many one-use buildings that are constructed in
this way.

Dr. Davipson: I put that limitation on it, Senator McCutcheon, only sy

terms of describing the point at which we are initially expemmentmg wit
this arrangement. I am not suggesting there is any doctrinal reason why t
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GOVemment should not consider a lease-back arrangement with respect to a
abOI‘atory building, or something of that kind, that could only be used by the
Overnment.
~ Senator McCUTCHEON: Are you looking at the experience of the United
Kingdom in this connection?
Dr. Davipson: I do not know, but I hope we are. I just do not know what
the answer to that question is, but I will find out.
The CHAIRMAN: Dr. Davidson, you were starting out at the beginning, with
S0me plan of your own, to discuss the Glassco Commission.

Dr. Davipson: Yes, I apologize.

The CHAIRMAN: It is not for you to apologize. You have been very good
about answering all the questions. Perhaps you might feel ready to go ahead
NOW with your own submission.

Dr. Davipson: Yes, I thought after linking up some of my remarks this
InOl‘ning with those made by Mr. Steele at the last meeting, I might go on and de-
€lop more extensively some of the remarks he made at the last meeting of this
COmmittee with respect to the changes which are now taking place in the form
Of the estimates, the changes which are under study for possible adoption in the
fOurse of the next year or so, and the extent to which the thinking of the
assco Commission on Government Organization has been in our minds in
€ evolution of our thinking in this regard.
A Mr. Steele drew to your attention that, for example, this year the number
Votes in the estimates has been very sharply reduced, and this is as a direct
Tesult of the recommendation of the Glassco Commission which pointed out
wat in the votes as presented to Parliament in past years here in Canada
he have had something like 495 or 500 separate votes, each one of which
a_d to be voted separately by Parliament; whereas, for example, in the United
relng.dom’ which has a budget substantially in excess of the amount we are
K.qull‘ed to have voted by Parliament here, the number of votes in the United
~Ngdom estimates is something of the order of 200 or 185. The question arose
the mind of the Glassco Commission whether, by proper consolidation of the
.:?arate votes in a coherent fashion which would not result in the lessening gf
bilPrmation given to members of the House and Senate, there was not a possi-
Rty of packaging these votes in a fashion which would result in fewer votes
fo Dearing in the estimates to be voted, and the votes having greater meaning
' the members of Parliament.

is The estimates book, as you gentlemen know, is the central document which
usf?d both by the Government itself and by Parliament in planning and ap-
ogi]{mg the expenditures program for the year ahead. While the estimates
of has numerous purposes, one of its basic purposes is to inform Parliament
ung € plans of the Government in a form which members of Parliament can
of Igr Stf:’tnd, in a form which is not obscure and which will enable the members
arliament to deal intelligently with the expenditure plans put forward
in i"i € Government. The work that has been done by the Glassco Commission
Dubls' report made with respect to the form of the estimates and the'form of
achj ¢ accounts are all related to that period. All of these are designed to
botheve at least two purposes, first to make the operations of the Government,
able the departments and the central agencies of govex_‘nment, more manage-
Opey. Also to make it possible for the government agencies an_d_ departmqnts to
of ate along clear-cut lines of responsibility and accountability. That is one
€ purposes of the suggested changes.
to tThe second purpose is that of providing a clear and intelligible picture
to d h? members of Parliament as’ to what it is that the Government intends
0 in the way of an expenditure program. As I say the first of the recom-
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mendations simply consists of a reduction in the number of votes to be voted:
But this is only the beginning of a number of recommendations now under |
consideration and which have been considered to some extent by the PubliC |
Accounts Committee of the House of Commons, and which will be under con-
sideration there and in process of implementation as the Government takes é

74 STANDING COMMITTEE

decisions on these points from time to time.

One of the principles to which the Government has attached a great deal
of importance in the past has been that it should not take unilateral decisions
in changing the shape and structure of the estimates book without consultatio®
with the committees of Parliament which are interested in ensuring that the
estimte material is presented to Parliament in a coherent and understandablé
form.

That is why last year the secretary of the Treasury Board at that timeé
Mr. Steele, presented certain proposals as to what we had in mind to bring
some form and shape into the estimates to the House of Commons Public
Accounts Committee, and that committee approved certain changes in the
form and content of the estimates, and asked that they be incorporated into
the estimates book as soon as it was administratively possible to do so. I shall
refer in a moment to what those changes were as approved by that committee:

The Public Accounts Committee also gave approval in principle to certain
other contemplated changes but suggested that implementation of these should
be deferred until such time as some of the more fundamental changes relating
to the use of program budgeting as the basic control mechanism could be |
finally developed, and I would like to refer briefly to the report of the Standing
Committee on Public Accounts of the House of Commons in its Minutes of
Proceedings and Evidence, No. 9, for Friday, December 13 and Monday, De-
cember 16, 1963. There the Public Accounts Committee records its approva1 |
of three changes in the form of the annual estimates as follows:

—your Committee believes that the following changes in the form of thé
annual Estimates would contribute to a better understanding of thé
Estimates: |
(a) Adoption of the revised vote pattern proposed by the Treasury
Board for introduction into the Main Estimates 1964-65 subject t0
certain improvements suggested by the Auditor General to thé
Committee. g |

That is the revised vote pattern you gentlemen have in the bluebook now
before you. It involves a reduction in the number of votes but also the preserva-
tion of all the material that was presented to Parliament in the larger number
of votes in previous years. We have simply consolidated a number of votes
into one vote, and have kept the indications for the time being, and havé
integrated the separate information in respect of each aspect of the newly
consolidated vote.

It would be our hope and expectation that at some time in the futuré
there could be agreement that we would integrate them all into a consolidate
vote pattern so that we would not only have the smaller number of votes, put
would integrate all the material into certain main subheadings based on pro-
gram budgeting rather than on the breakdown now in the detailed purposes ©
expenditure.

Senator GROSART: Is not the only purpose in that to save the time of
Parliament?

Dr. DavipsoN: In the program budgeting there are reductions in the
number of votes.

Senator GROSART: Then it does both.
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Dr. Davipson: I think the reduction in the number of votes is only the
Secondary objective. It would appear to be the one attracting the most im-
Mediate attention.

The CHAIRMAN: But is it now also a matter of time-saving for Parliament?

Dr. Davipson: It is more than that. It reduces the number of votes, in so
far as that could be done, and consolidates into one vote all of the elements of
& program which can be regarded as a coherent program. There have been
SXamples in the past of separate portions of the same program being set up
Or separate votes and which have had to be voted on separately.

s Senator PEARsON: Does this preclude a discussion of the individual votes
0 the consolidation?

. Dr. Davipson: No, sir. In the present form you have all the information
In the details of services that you would have had had the consolidation not
taken place.

Senator GrosarT: This, then, I take it, is much more than a reshaping. It

'S a rearrangement of subject matter.

5 Dr. Davipson: It is a temporary change but the hope and intention is to
e‘S'E.ruc’cure in fairly dramatic form the content of what we present to
aI‘l}ament. If you open up the estimates at any point now in the detail of
SerV}Ces you will find certain details with respect to salaries, allowances, pro-
Ssional and public services, travelling expenses; these are the main objects
€xpenditure which are standard and have some sort of reason in common.
i Ace you get past the heading of the vote you find yourself looking at the
aan_le sort of breakdown, and the question arises as to how meaningful an ex-
m‘lnation of the votes based upon this detailed breakdown really is, from the
Olnt of view of members of Parliament, and how meaningful it is from
€ boint of view of any attempt to control their management of the program
en it comes back to developments.

The Glassco Commission suggests this is not a really meaningful presenta-
the and you, gentlemen, should be demanding something more, and some-

g better in the way of material. It would make far more sense from your
Olnt of view as well as from the point of view of expenditure and control if
they were presented on the basis of what is called program budgeting. In
" at way you would have the elements of the program presented to you rather
5 fn the detailed objects of expenditure by themselves. I trust I make my-
CIf clear on this point. If not I could illustrate it from the Glassco Commission
iepol‘t on financial management where the elements of program budgeting
OVolved the distinct dimensions of the program being put before members
th Parliament in terms to indicate what the purpose of the object is, rather

A0 how much is being spent on salaries and expenditures, etc. It involves
nly a functional breakdown but a geographic breakdown as well.

tiOn’

Xlot 0

A To take, as an example, the votes presented to Parliament for the Indian
flairg Branch of the Department of Citizenship and Immigration. If you look
b hose you will find that instead of salaries, travelling expenses, it had been
Yoken down on the basis of detailed objects of expenditure. Would it all not
ie more meaningful from the point of view of members of Parliament if
hs.tead of that you were given a breakdown showing, for example, on the basis
th ln_dividual Indian agencies, what the costs of the operation of th.e servic_e of
Dee Individual Indian agency are, or what are the costs of certa_ln functions
erfPI‘med within the Indian Affairs program such as education, welfare
TVices, the administration of reserves in trust, and so on? It is this shift in
sh.ph§tSis that the Glassco Commission has urged upon the Government—a
In emphasis from the kinds of details which you have been accustomed
Teceiving in the past, which are relatively ineffective in enabling you
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to perceive what are the true dimensions of the program and the costs of the
program, to the new details which we are endeavouring to establish along
the lines suggested by the Glassco Commission which will be more usable by
Members of Parliament.

Senator Bairp: In other words, you will spell them out in more detail?

Dr. Davipson: In less detail, Senator.

Senator . O’LEARY (Antigonish-Guysborough): 1 was following you, DI
Davidson, up until your most recent remarks. First of all, it seems to me that
what is being sought is quite obvious, but on the other hand I can see dangers
in it. You are now getting into a more detailed breakdown which, a little while
ago, you were getting away from. I am not too clear when you talk about
individual breakdowns. You were talking about more general detail. I realizeé
that this is in the planning and not in the votes or estimates themselves, but
I am not clear about this. Can you enlighten me?

Dr. Davipson: I have just said, in reply to a senator who suggested this
would provide more detail, that it would not. I really question whether that
is a proper conclusion to be taken from my remarks. It is rather a question
of substituting certain kinds of information for the kinds of information that
you are getting at the present time. If the recommendations of the GlasscO
Commission were to be accepted it would mean that you. wouid no longer find
in your blue book of estimates, under the details of services, the kinds of
traditional breakdowns of a vote that you find at the present time.

If you look at page 314, for example, under the Department of National
Revenue, you will see under Vote 1 a list of salaries, positions, the number
of positions at each level, a table showing in a fair amount of detail the
numbers of staff and the different salary levels of staff, and a description of the
different positions and the salary ranges. The Glassco Commission suggests
that it is questionable as to how meaningful that information is, or how
meaningful that degree of detail is, when you multiply it 200 or 300 times in
the book of estimates and show repetitively this kind of pattern of detail
with respect to each of the votes. Then, you come to salaries, wages and
allowances, and all the detailed objects of expenditure. The Glassco Com-
mission suggests, rather, that what you should do is examine a department t0
break down its expenditure program on the basis of functions, purposes an

programs rather than have this kind of a breakdown, and that you should

substitute for this kind of detailed breakdown, based upon accounting objec~
tives of expenditures, a new breakdown which would give you, program by
program, the global sums which are required to meet the costs of carrying on
that program in the different parts of Canada.

The commission has illustrations .which it has presented in the large
Volume I. It takes the Department of Transport as an example, and breaks
down certain of the pages in the estimates as they were at the time when the
Glassco Commission was working, and shows the difference between the details
of services as they appear at the present time and the details of services as
they would appear if the concepts of program budgeting were to be incorporated
into the form of the estimates book.

I think, Senator O’Leary, if you were to look at the examples given in thé
larger volume of the Glassco Commission’s report you would see that while
the information is different in character, and I believe, as the commission does
more informative from the point of view of the Members of Parliament, if
does not involve greater detail or a more lengthy exposition of the items.

Senator O’LEARY (Antigonish-Guysborough): I would agree it is more
informative, but, on the other hand, one senator asked a question a while ag®
which pointed out that at the present time we still have to examine the items$
in the votes whether or not they are listed there. Is it not true that the
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de'partment heads are going to have to answer a lot more questions when they
COme pefore the committee on the examination of the estimates of their
€partments?

Dr. Davipson: That may be so, and they may have to have the material
available.

Senator O’LEARY (Antigonish-Guysborough): They will have to have it
Nyway,

Dr. Davipson: They will have to have it available, yes.

The CHAIRMAN: Dr. Davidson, this seems to me to be summed up in one
paralgl‘aph on page 94 of Volume I of the report in these words:

The conclusion is inescapable that the present procedures in devel-
oping and reviewing the Estimates are wasteful and inefficient.

The form of the Estimates does not permit intelligent criticism and,
in placing the major emphasis on the nature of expenditure rather than
on its real purpose, the matters coming under senior review are the less
important details of administrative judgment. Any valid assessment of
performance by departmental management is excluded, and it is virtu-
ally impossible to form any objective judgment from the Estimates as
to the desirability of continuing, modifying, or enlarging specific pro-
grammes in the public interest.

1 .Senator O’LEARY (Antigonish-Guysborough): We do not have to agree
Otirely with that. I think both are required.

Senator IsNor: I should like to support Senator O’Leary’s thought. From
b Y experience in the House of Commons I am inclined to think that there would
tie 4 great many more questions, and more time used up in seeking informa-
tion Which is not presented in the estimates. I quite agree with the recommenda-
inofn made from a business point of view. Perhaps you could condense the
anormation in the estimates as to banks and the larger companies in their
t Nual reports. A large number of details could be eliminated, but the fact
e Yyou have 265 members who are seeking information of a detailed nature
Ust be taken into consideration. That seeking of information could consume
TrVery large amount of time. I make the comment, Mr. Chairman, that the
fasury Board officials should take into consideration the suggestions offered
Senator O’Leary.
The CramrmAN: In addition to setting out the objects and programs, the
tfllres with respect to the nature of the expenditures would still be given for
Ose programs? Am I correct in that, Dr. Davidson?
Dr. Davipson: Not necessarily in terms of the standard objects as they are
Set out in the book of estimates.
The CuarMan: Not the items of salaries, and so on?
Dr. Davipson: That is correct.
mak"rhe CuarRMAN: That is the point that Senators O’Leary and Isnor are
Ing, T think.
th Senator Isnor: That is correct, and all I ask is that Dr. Davidson takes
Into consideration.
am tDF: Davipson: I was going to make this point, Senator Isno.r, that what I
Q mr¥ln_g to set out here is merely the doctrine as it appears in the _Glassco
oxy Mission’s report. I should immediately add that we are approaching our
Mination of what can or should be done to change the form of the esti-
fo €S With a reasonable amount of prudence and caution. I have already said,
5 eXfimple, that we have put certain proposals before the Public Accounts
ey Mittee, and the Public Accounts Committee has indicated its concurrence
§ certain lines.

nOW
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Reference has been made to the fact that we have underway at the present
time four financial management studies in four separate departments of
Government. What we are really trying to find out is the extent to which it is
possible and desirable to fit the Glassco suit of clothes—as it might be called—
on the Government departments which are responsible for carrying out the
programs ordered by Parliament.

Personally, I believe there is a great deal to be said for most of the recom-
mendations that the Glassco Commission has made in the field of financial
management, but I want to assure myself—and I am sure the Government and
the departments want to assure themselves as they go along—that these are in
fact of practical application; that such changes are in fact made acceptable to
the members of Parliament, and that there is agreement that the changes we are
hoping to make in the form of the estimates will not only lead to improved
management practices in the day-to-day administration of government, but
will also assist the Members of Parliament in understanding more than they do
at the present time of what it is that the Government is endeavouring to ac-
complish with the money it is asking Parliament to vote. I realize full well
that a good deal of the information in the Book of Estimates, as it now appears,
is interesting to Members of Parliament, that it satisfies their curiosity in
respect of many things which are interesting. I think we have to take this
fully into account.

I suggest also, however, with deference, that the Book of Estimates—
which is presented annually to Parliament—is one of the most important docu~
ments in the field of Government that appears from year to year, and that
therefore we must make this document purposeful, if I may say so, as well as
interesting in the sense that it satisfies the curiosity of individual Members of
Parliament as to what is being done with respect to certain matters in their
own particular part of the country.

Senator CRERAR: I am glad to hear that comment from Dr. Davidson. Thereé
is nothing more important in a democracy than the amount of money the
government takes out of the people’s pocket in taxes and what it does with thé
money. That is the real purpose and business of government, that we largely
have lost sight of. These suggestions by Dr. Davidson are very interesting.

The implementation of the recommendations of the Glassco Commission aré
important. One of the drags—and I do not wish to be misunderstood—in eco- .
nomic administration, in a sense, is the Civil Service Commission. I found that
when I was in administration, in a cabinet portfolio, and I was really trying t0
do a job, the lack of control over your staff was a handicap in economical ad-
ministration. I can quite understand why the aura developed around the Civi
Service Commission. It was to prevent abuses through patronage and in other
ways. I have long held the view that every person who comes into the civil
Service should come in through the Civil Service door, through the Commis~
sion’s door. The Commission should certify. But once an individual gets into 2
department, I think that the officials there, the deputy officer who is really
the administrative head of the department, should have the authority to placé
him and to promote him without reference to the Civil Service Commission.

I suggest this—and this is my last word. I received a .good many very
sound ideas from reading the biography of Viscount Waverley, who was Sif
John Anderson in the British Government. He was a very remarkable civil
servant. I was interested in reading about the times he walked five mile®
to school near Edinburgh each morning, right up to the time when he wound UP
by having his name suggested to King George by Churchill—that “if any~
thing happens to me while I am away, I suggest that you send for Joh?
Anderson to take my place.” That is the caliber of the man..
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This story of how he qualified himself for the lowest rungs of the civil
Service and then by merit and sound administrative capacity rose up to the
_t0p, is a very interesting story. I suggest to Dr. Davidson that it might be of
Interest to him to read this story.

The CHAIRMAN: I think he has done fairly well.

Senator McCutcHEON: Dr. Davidson has said that the view of the Glassco
Ommission is that the proposed new form of estimates would make for a
Much more informed debate when you are debating whether a department
should undertake a particular project or program, whether that program is
Obsolete now and should be eliminated, or whether this project should or
should not be eliminated. Now you have questions in Parliament as to how
Many clerks you have.

The argument also is made, and I agree with it, that the deputy minister,
Charged with carrying out a particular program, can be made much more re-
Sponsible than if the program he is carrying out is merely to assign work to a
5S¢t number of people being paid a set sum.

That surely is what the Glassco Commission is trying to get at. At the
Same time, a Member of Parliament may ask about salary or pay, did a person
do this or do that.

Senator O’LEARY (Antigonish-Guysborough): How are we going to get
that in the presentation of estimates?

Senator McCuTcHEON: I suggest you should not get it in the presentation
of estimates. There are other ways of getting it, if you want it.

Senator O’LEARY: (Antigonish-Guysborough): In committee, in the depart-
ental examination?

. Senator McCuTcHEON: By questions on the Order Paper or by discussion
With officials, after the minister has given authority to have such discussions.

% Senator IsNor: I think Senator McCutcheon forgets that in the initial
"%tement made by the minister, he indicates that as a rule he does the very
Ing that Senator McCutcheon is asking for. He outlines his program; but
at is not included except as to the expense, in the estimates.

S The CuAIRMAN: I think the two things are compatible and you do not neces-
“?}‘lly have to eliminate the nature of the expenditure, if you are still dealing
1th the program under a department.

Senator GRoSART: My point was covered by Senator McCutcheon.

Fr Dr. Davipson: There is one other aspect of this that I shoulq ment.iop.

b Om the point of view of the departmental management of expenditure, it is

b Sumed, I think, that when Parliament votes funds for departments, they ex-

¢t the departments to try to live within the limits of the funds provided, and

m':r}:nexpect that they administer those funds in a responsible and prudent

er.

DartI think there is increasing evidence that from the point of_ view of' de-

{ &= Mmental management and control of the funds voted, particularly in a

f nuhtry as widespread as Canada, the present detail of estimates broken down

in the basis of these primary objects of expenditure, is not as effective in help-

€ departments to control their expenditures as would be a vote structure and
Control structure based upon individual programs.

Whi Let me illustrate what I mean by that. If you have, for example, a vote

1_01'_1 contains a certain provision for salaries, postage, travel and other

Miligp items in detailed objects of expenditure, and let us say Parliament

s a certain amount of money on the basis of those details, for this particular

€ration, what happens then?
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When the department has received the authority from Parliament to
spend this amount of money, it then has to proceed to break this down in such
a way that the administrative or local offices, scattered across the country, know
what it is that they have to work with. If you simply try to break it down
on the basis of salaries, postage, travel expenses and all the detailed objects of
expenditure, you get a kind of compartmentalization—and particularly of the
small items and unrealistic items of compartmentalization—which renders an
attempt to control the expendture and to pin the responsibility for controlling
expenditure on the local office manager, rather unrealistic.

The result of this—and this is reflected in the larger volume of the Glassco
Commission Report—is that in effect, once these funds are voted by Parlia-
ment on the basis of details shown of detailed items of expenditure, there has
been an increasing tendency for departments to control the expenditure on a
year-round basis, on the basis of year-round budgeting.

As the Glassco Commission points out, they discovered in 1961 that in
respect of 180 of the 495 votes, once they had been voted by Parliament in the
traditional form, the control that was being exercised by the departments was
a control based on the concepts of program budgeting. In other words, they
took the salaries and other items as broken down, and they converted them
into a budget which they then gave to the, let us say, manager of the Unemploy-
ment Insurance Commission, or the National Employment Insurance office, and
they said, “Here is the total budget of expenditure representing the program of
the Unemployment Insurance Commission office”—or the National Employment
Insurance office, or the Indian Affairs Agency in Red Lake—‘“and this is the
budgeting; we expect you to live on it in the course of this fiscal year.” Now by
providing each of these responsible centres with a budget and requiring them
to live within that, you are thereby enabling the departments to fix responsibility
on their individual officers and to hold them responsible for the fact that they
have failed to live within the budget; whereas under the present arrangement
based upon a control related to the detailed objects of the expenditure, if you
suddenly find your primary, your impostage, telegrams and postage, have been
exhausted after nine months, then it is pretty hard to find out, without doing
a complete canvass of where that money has been spent all across Canada, what
is responsible for the fact that you have not been able to live within your
budget of expenditure under that particular primary. Therefore, the thinking

which has been developed as a result of our examination of the Glassco recom-

mendations certainly supports the view that from the point of view of manage-
ment, departmental control of the expenditures, once they are voted by Parlia-
ment, a shift to program budgeting as distinet from the breakdown that we
provide to Parliament and try to live by now—that this shift is desirable:

The CHAIRMAN: Along that line, Dr. Davidson, within the total amount of
a particular vote, the department can vary the amounts spent under the various
headings?

Dr. DavipsoN: Under the present circumstances, Mr. Chairman, they can
only do that with the specific permission of Treasury Board. You cannot
transfer between allotments without—

Senator McCuTcHEON: A lot of the work of Treasury Board would not b€
required if your votes were in the other form.

Dr. Davipson: If you found under postage, telegrams and so on, you weré
going to exceed your budget, you would have to make a departmental submis-
sion to the Treasury Board asking for permission to transfer money out 0
another allotment—salaries or transportation expenses, into this. This is what
makes for a good deal of paper work, which is good for the pulp and pap€®
companies, but does not really add to the possibility of a streamhned crisply”
moving operation.
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Senator Haig: Why should that have to go to the Treasury Board? You
ave a budget from a certain department, why not keep that within the depart-
Ment itself?

Dr. Davipson: The simple answer to that is that the law requires that you
80 to Treasury Board now.

Senator HaiG: The law is an ass.

Senator McCuTcHEON: The simple answer is that Parliament has not
added “x” million dollars to a program; it has voted a certain amount for
Postage, and there must be some authority after that, I take it, to add or take
away from it?

Dr. Davipson: Could I just make one modification of that, Senator
IVICCutcheon? Strictly speaking, Parliament does not vote money on the basis
Of the details of services. Parliament votes money only on the basis of the
Main vote headings. Therefore, it is not strictly correct to state that Parlia-
Ingnt votes $6,000 or so for postage; but the provisions of the Financial Ad-
Ministration Act clearly set out that when Parliament votes money on the
asis of the main vote headings the responsibility is on the Treasury Board to
€hsure that that money is spent in accordance with the details of services
Brinted in the estimates, unless the departments seek individual authority
for specific alterations in that expenditure pattern from Treasury Board.

Here I should like to draw attention to what I believe to be the central
Question raised by all of the Glassco Commission recommendations, in the
I'st volume, relating to the role of the Treasury Board, the financial manage-
Ment and the personnel management. That is, what should be the division of
Yesponsibility as between the central agency, such as the Treasury Board,
e Civil Service Commission, the control of the treasury and the individual
€partments? Should there be a high degree of centralized control to a point
Where if you want to get more money for postage, and you have money to
SPare under travel expenses, you have to come to a central agency to get
p_el"mission; or should there be an attempt to vest a larger amount of opera-
onal and administrative responsibility in the departments themselves and
91d them accountable for performance, so that they pay the price if they
Al to discharge the trust that is placed in them? The Glassco Commission
Says essentially this, that as a result of certain weaknesses which became
4Pparent in the departmental administration in both the personnel fields and
™ the financial management fields, it became necessary to take a measure of
I“‘“-Sponsibility away from the departments in respect of both personnel man-
4ement and in respect of financial management.

¢ Putting it bluntly, the Glassco Commission records as an historic fact
that departments found they could not resist the pressures, and therefore
€ Civil Service Act came into effect, taking responsibility in many fields of
Der.SOHnel management out of the hands of the departments which could not
Tesist these pressures, and vesting them in a central control agency, the Civil
®IVice Commission. In the thirties, when the depression came along, it was
SCovered that departments were not handling their own accounting and
inancial management responsibilities adequately, that there was loose and
Neffective control. Therefore, the Consolidated Revenue Audit Act was passed,
o the control by Treasury Board was passed for the purpose of exercising
Chtra] control, with free audit, and all the other common accounting services
Tovided in all of the other central control mechanisms that are attendant
wl.th the control of the treasury’s office. The result admittedly, as Glassco
;’i‘)lnts out, was the tightening up of the correctness of the individual deci-
ofons that were being made; and this was in an era when the expenditures

federa] Government amounted to something in the neighbourhood of $300
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million to $500 million annually. It is essentially this pattern of central control |

in the personnel management and the financial management fields which is in
possession today. In the meantime, the expenditures of the federal Government
have risen from $500 million or less to $7 billion.

Senator IsNor: But in the thirties was that not due to the tightness of
money, the unemployment situation, and general business conditions, and so
the Government and the Treasury Board through the Minister of Finance took
steps to curtail expenditures across the board?

Dr. Davipson: I think that is what brought this thing to a head; but I think
also that if you go back to the record of the thirties, you will find that the
Government decided it was necessary for them to curtail expenditures because
they could see ahead the difficulties of raising the funds to meet the budgetary
requirements, and when they turned to the departments they found, through
the failure of departments to control by their own internal mechanisms their
former commitments, that obligations, looking to future fiscal years, had been
incurred which could not in fact be avoided. Therefore, the degree of control
the Government could exercise over its efforts to contain expenditures in 2
future fiscal year was largely nullified by the fact the departments had pushed
forward expenditure obligations into an ensuing year and had made commit-
ments for an ensuing year, and so on, and the Government’s position was largely
“mortgaged” even before the fiscal year began. It was this that led to the con-
clusion that, frankly, departments could not be trusted to manage their own
affairs financially, and that a watchdog in the person of the office of the Comp-
troller of the Treasury must be established.

The point Glassco makes is that the control mechanisms which might have
been satisfactory and necessary from the point of view of the 1918-1930 period
have, by the sheer growth of the size of Government, become unwieldly, to the
point where they are now interfering with the effectiveness of administration.

A simple illustration, as Glassco points out, is that 16,000 submissions 2
year have to be made to the Treasury Board by departments seeking authority
from the Treasury Board, because of the requirements of the law, to make
small decisions, many of them very small decisions that under normal circum-
stances you would expect a responsible senior executive, to whom you are
paying $20,000 a year or more—that is to say, the deputy minister of a depart-
ment—to make on his own.

Senator McCuTtcHEON: $7.50 for tea and cakes.

Dr. Davipson: From the point of view of what should go to the central
control agency of the Treasury Board, I think it might help to ask yourselves
the question, “Is this a matter that is so important that it should require @
decision by six cabinet ministers sitting in judgment on this question; or is it
a matter that people you are paying salaries to should be required to decide for
themselves and should be held responsible for deciding in the proper fashion?”

Any of you gentlemen here who have sat on Treasury Board will, I am suré
confirm the statement that the vast majority of items that come to the Treasury
Board under the present regime or arrangements certainly do not require th€
joint and collective wisdom of six cabinet ministers to decide. In fact, it i$
questionable whether the decision should even require the attention of the
minister of the department himself, provided you have the proper regime 0

departmental responsibility and accountability built back into the department.

What the Glassco Commission is saying, in effect, is this: You are over-
protecting the departments at the present time by building around them such
an elaborate system of protective controls that no matter how many mistakes
a person may make, all those mistakes are caught by the protective mechanism$
that are built around him in the central control agency. Therefore, the Govern-
ment is assured, in one way or another, that the right decision will be madé
about this expenditure of $100, $200 or $300. What is lost sight of in the proces®
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IS that you are paying several people salaries to make sure the right decision
IS made. You are paying one person in the department to start the thing off
Wrongly by not making a decision, or not making the right decision in the first
Place, and you are paying two or three other people to make sure his wrong
€cision is corrected.

The Glassco Commission says you should put the responsibility back on
the department where it belongs for decisions in this detailed area. They are
being paid to discharge this responsibility, and they should be required to dis-
charge it and should be held accountable for failure to discharge it. The role
of the so-called central control agencies—which are now making many of the
decisions the departments should be making for themselves, and are being
Paid to make for themselves—should be to provide guidelines on policy, broad

Irections within which departments are required to remain in detailed *
€cision-making. Furthermore, they should provide an examination and assess-
Ment of the performance of departments so that if it is discovered a department
ls_ not managing its financial affairs along the lines laid down by policy
Irectives of the Treasury Board, those departments are held accountable and
are brought to the table and required to explain to the ministers sitting on the
Teasury Board why they have failed to carry out the policies laid down by
€ six or seven ministers.

Here is an area where the collective judgment of half a dozen ministers
beCOmes meaningful and significant, because they are then in a position to
nlflke an assessment of the quality of performance of the particular deputy
Minister and his senior officials; whereas at the present time the central control
dgencies are so preoccupied with making the myriads of individual detailed

€cisions which should under proper arrangements be taken by the depart-
Mentg themselves, that they cannot see the wood for the trees. They have not

€ time or the means of assessing the performance in the broad qualitative
€Ims that are required of the individual departments.

May I just remind you that what I am saying here is what Mr. Glassco has
Set out as being his assessment of the weaknesses of the present arrangement.
£ € essence of this is that responsibility should be vested in the department
tOr the detailed decision-making, and the role of the central agency should be
hat of broad decision-making, stimulation, leadership, policy directives, and
S0 on, That shift in responsibility for decision-making to the departments must

€an, if it is to be consistently carried out, that when this responsibility is
Shifteq to the departments the departments, in turn, must not centralize this
00_ntr01 at departmental headquarters. They must, in turn, be equally concerned
With the decentralization of their responsibilities to the heads of their regional

Ces or to their people in the field.
to It is here that program budgeting comes back into the picture, because
th malf:e this regime work effectively—to carry the responsibility down to
9 € boint where you can pinpoint blame or the breakdown of control of the
nfﬁmal who should be held responsible and accountable to do this, you really
Iteed a system based on program budgeting to make this operationally possible.
b Cannot really work effectively on the basis of a system of budgetary control
ti?i:d on standards, details, objectives of expenditures we have at the present

Dr Senator CRERAR: I agree almost 100 per cent with the analysis given by

B Davidson on the real, administrative problems. Decentrali;atlon,_ yes. The

£ Ount of centralization that goes on in government services is an important

Actor in adding to the whole cost of administration. I found that in my ten

b?tars, experience as a cabinet minister, but I think there is something a little
More that might be touched upon. My theory was that the deputy minister

thaes U_le.administrative officer; that anything touching policy was a matter for
Minister’s or the cabinet’s decision.
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On the other hand, if you have a deputy minister as the administrative |
officer and there is a civil servant out, say, in Winnipeg who is responsiblé
for a certain area and he falls down, what happens then? There is where
one of the weaknesses, I think, in the whole government administration iS
today. Ordinarily, in a private business or corporation that fellow would beé
called in and you would say “Look, you have one more chance. If this kind
of mistake happens again, you are out.” You cannot say that in the civil
service, because we have this theory—at least, I do not know whether it has
changed since my day, but you have the theory that once a servant is admitted
into the sacred circle of government administrators, high or low, you cannot
dismiss him unless you find him guilty of fraud or theft, or something of
that kind. This is the fundamental weakness in the whole area of government
administration. It may be a matter of a clerk who is getting only $2,000 or
$3,000 a year. He feels secure, if he does not steal or get drunk or something
of that nature when he is working. Because of this feeling of security he tends
to lie back on the oars. I merely mention that as a factor which I think i8
of tremendous importance.

Senator Bamrp: How many officers are there in the Treasury Board?

Dr. Davipson: You mean staff?

Senator BAIRD: Yes.

Dr. DavipsoN: About 92, I think, including clerks and all the rest of the
staff. There are going to be more, Senator Baird.

Senator Bairp: Well, if that is the case I am going to get out of thiS
country.

The CHAIRMAN: Senator McCutcheon.

Senator McCutcHEON: Dr. Davidson, I think the Glassco Commission
touched on other facets of this. It suggests that a tendency has developed tO
pass the buck to the Treasury Board. Certain departments have a decisiol
which they can make themselves, but if they feel that they can get the im-
primatur of the Treasury Board, then, in two years or three years nobody cal
come along and ask why they did that.

Dr. DavipsoN: There are two kinds of departments, Senator McCutcheon
those who do that, and those who don’t do that.

The CHAIRMAN: Are there any other questions of Dr. Davidson on what
he has presented to us? I think we got a very good introduction into the
Glassco Commission report this morning.

Hon. SENATORS: Very good, very good.

The CHAIRMAN: It has certainly given us something to think about. DI
Davidson, have you any further information you would like to give us?

Dr. DavipsoN: No.

The CHAIRMAN: If there are no further questions, I think we are coming
to the time for adjournment. As to our next meeting, having regard to the
fact that next week might not be convenient, I would suggest that we mig
be meeting two weeks from today, unless something should interfere in which
case a notice will be sent out as to a meeting next week.

Senator IsNOR: Leave it to the chairman.

The CHAIRMAN: There should be a meeting of the steering committe
this week, and I shall arrange to call it.

Senator CrRERAR: That means if the Senate is sitting next week.

The CHAIRMAN: If the Senate is sitting next week then I think we should
arrange for a meeting.

The committee adjourned.
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APPENDIX “C”

FEDERAL CIVIL EMPLOYMENT
ANNUAL ESTABLISHMENTS IN MAN-YEARS AND (STAFF STRENGTHS)

85

1965 1964 1963
Istablish- HEstablish- (Strength) Establish- (Strength)
ment ment (29/2/64) ment, (31/3/63)
T b g il B S et S MR R 10,467 10,495 (9,081) 10,435 (9,089)
Atomic Energy.... 17 16 ( 14) 15 (R
uditor General 183 180 ( 157) 180 ( 154)
d. of Broadcast Governors................ 40 40 (i 00 40 4.3 0)
Ohief Tleot: OBICEE: . i\ v st oo sas ot vond 28 80 ( 18) 17 6193
Cltizenship and BRI sy ks o il alasidd 4,994 5,054 (4,794) 5,205 ( 4,950)
R R e e S e R DR AT 836 841 (" 316) 810 ( 680)
External Affairs—
1950 g aaTo3 | SR s L G5 A S S S 2,566 2,578 § 2,432) 2,465 (2,312)
" H @R R PR Rl S (o 12 12 11) 12 ( 10)
Bhritge it R o Tl e Gy 5,925 5,883  ( 5,038) 5,823  (5,113)
Bl rdvian. s S e earcn ST e S 2,722 2,665 (2,099) 2,648 (2,219)
orestry..... SRR T gl T S R N 1,350 1,275 (1,166) 1,275 (1,055)
Gov. Gen, Office 30 18 (  16) 17 (.. 16)
ndustry .. 630 313 ( 91) — —_
nsurance. M2 T 110 110 ( 101) 110 ( 99)
SRR e S Rl Ll T 3,956 3,626 ( 3,395) 3,558 (3,224)
abour—
B aparb TNt s s il et e et R 764 761 ( 654) 684 ( 610)
1 e N o T . e AT o 11,451 11,291 (10, 345) 10,929 (10,078)
B iAo e i PR e A0k 928 888 (1,009) 903 (518
ines and Tech.—
Iepartmetttd dlos it s sl ol i 3,639 3,551 ( 3,215) 3,531 (2,845)
e COBL B o 5 v oy s g 19 19 5 14) 19 ( 16)
RIAt SRl Boards i s il i b o e 726 716 767) 705 ( 740;
at. Gallery...... 71 67 {{ cic85) 67 ( 59
National Health ‘ 5,722 5,479 ( 4,840) 5,503 (4,861)
Stionnl Resentel i c0i b uas s vy lesaie g 3,403 3,403 (3,116) 3,392 (3,114)
Eational TeVanme . o ln. vo o s ot antadive nice 15,518 14,995 (14,917) 15,106 (14,384)
OPheTh ATLAIPE. 5 i i vt & Sk L i a8 3,827 3,877 ( 4,346)* 3,815 ( 4,350)*
R SR AT M R e At 29,831 29,303 (27,830) 28,815 (27,411)
Tivy Council—

BT rats) e S e S RSN g 206 195 <187 264 ( 188)
Economic Council of Canada........... 99 99 58 - --
Public Archives and Nat. Library......... 310 308 (  208) 202 . 188)
PP, and Stationery. ... .....oocoeueieriins 195! 1,859 ( 1,688) 1,858 (1,717)

Public Works—
TR chan e Lot e S PR NG SR 9, 7832 8,455 ( 8,318) 8,539 ( 8,215)
e e T el e g 541 536 (' 419) 541 ( '394)
NP e e e 9,152 8,920 ( 8,585) 8,870 ( 8,491)
Secretary of State—
10 T 0 oot A R e e S S SR el 1,0633% 910 ( 740) 833 ( 1738)
Adlantie Ieve B, i s lsails oot e e 9 7 —_ 6 e
Office of Representation Comm......... 17 — o - i
Trade and Commerce—
DA DO i s e e e N et 4,432 4,170 (3,917) 4,182 (3,792)
N aE SN BORIA: S5 ol Sk 5 s Shtathdl S 74 73 ( 62) 73 ( 60)
Tl‘&nsport——
1T T T o 1) 1k SR R R e SR e A 15,794 (14,346) 15,679 (13,927)
Air Transp. Bd........ 90 ( 83 90 78)
Bd. of Transp. Com 183 E 163 179 159)
Can. Marit. Com........ 26 25) 26 (EaEB)
Veterans ATEAINS. . .. .ocooivsnennnerores 14,367 (12,978) 14,380 (13,090)
Total, ChvalEfldepts. . oSl 166,064 163, 528 (152,031) 161,801 (149,034)
Defence Production—
) D A P OR e Sy s i e s e i 3,6721 1,752 (1,604) 1,647 ( 1,506)
EENME ) s e e SR S 223 220 (. =178) — —
B Sl Dalonos e i st o oy 46,131 52,425 (48,235) 52,971 (48,590)
Total, Defence Depts.............. 50,026 54,397 (50,017) 54,618 (50,096 )
Potal; Al DeptBl s <. sl sti e e 216,090 217,925 (202,048) 216,419 (199,130)
Nomps:

11,706 man-years were transferred during 1963-64 to Defence Production—Department.

Fo 2 1,514 man-years were transferred for 1964-65 from National Defence for the upkeep of Fort Pepperell,
T

t Churchill and the Northwest Highway System.

N # The increase over 1963-64 reflects in part the transfer of the National Museum (139 man-years) from
or

thern Affairs and National Resources.

s 4 Strength data provided by DBS include project labour chargeable to Construction and Repairs
lotments and, therefore, not reflected in the man-year establishment control figures. Winter works
TOgrams in recent years have resulted in the employment of many hundreds of workers during the winter

Onths,
}'reasury Board Staff
Une 9, 1964.

20901—3
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APPENDIX “D”
DETAILS OF CIVIL STAFF COSTS FOR THE FEDERAL GOVERNMENT SERVICE

Estimates Expenditures
Departments 1964-65 1963-64 1962-63 1961-62 1960-61

Agriculture......... 51.8 51.4 50.1 47.6 45.7
Atomic Energy..... 0.1 0.1 0.1 0.1 —
Auditor General.............. ¥ 1.2 1.2 140 1.0 0.9
Board of Broadeast Governors............. 0.3 0.3 0.3 0.3 0.2
Canadian Broadeasting Corporation........ — — —_ — 2
Chief Electoral Officer..................... 0.1 0.1 0.3 0.1 0.1
Citizenship and Immigration Fi 23.8 24.5 23.0 22.1 20.9
Civil Service Commission 4.4 4.3 4.1 3.8 3.4
External Affairs.............. 17.5 15.7 15.2 13.6 1248
§ Ui by SO RS DR e S 62.0* 33.8* 22.7 21.3 20:7
R MBS - 1. vansls 960 5 12.8 12.2 11.9 11.3 10.5
105 e VSR e I X P - A e SR P 6.7 6.5 6.2 5.9 5.2
Governor General. . ... ..cii. . i aiagden 0.6 0.5 0.5 0.4 0.4
BRI s o L e s v sk ete ok 3.6 0.9 — — —
THBONANEE. . .5 o Vagrsvie b i 0.7 0.7 0.7 0.6 0.6
i gk e SR A T FAPAT 25.1 22.1 21.2 19.4 17.8
S0 L TR NSRS S S e P S PR S e 1Y, 49.8 45.6 45.6 43.1 39.7
Legislation 10.4 7.5 6.9 ° 7.0 6.9
Mines and Technical Surveys. ............. 20.2 19.9 18.4 8 7 | 15.4
National Bilin Boaid' .| ... 0 v crs el s — — — — —_
Nationdl Gallery. . ... 550 bl ds Lain < = bawie Bebs 0.4 0.4 0.3 0.3 0.3
National Health and Welfare............... 26.8 24.8 21.8 22.6 20.7
National Research Couneil................. 20.2 19.4 19.2 18.2 16.7
National Revenue...........cooeeeiviviens 78.7 74.1 72.4 69.2 67.3
Northern Affairs and National Resources. . 20.2 17,7 17.9 17.0 15.3
ROBB IR, i b Al o et ohd S S i oo 132.8 134.5 118.9 115.5 109.5
Privy Council Offica. ... . :l5 o v dab s 2.2 kS| 1.2 1.3 1.0
Public Archives and Nat. Library......... 1.0 0.9 0.9 0.8 0.7
Public Printing and Stationery............. 0.9 0.6 2.0 1.9 1.8
P OTRE . 53 s h s s il 1 A s 39.4 33.0 31.9 31.5 30.3
Royal Canadian Mounted Police........... 5.1 5.2 4.5 4.1 3.4
Hadrataryiot Btatel .ol Uk s sl b, 4.7 4.3 4.1 3.9 3.8
Trade and Commerce. .........ooceeeivecas 23.2 21.5 20.6 19.7 15.8
T 0Ty e ISR SR U et S SIS SRR - 82.9 81.4 75.7 71.4 64.4
Vetortne ALEaiTs. .ot oo e da s ws's s oo sidia 56.0 55.1 54.9 54.1 53.0/

785.9 720.7 675.7 646.0 604.7
Defence Production........c.cevnveveeisva. 14.0 12:1 9.4 8.5 7.8
National Defence. .. . i:cisenss5s0ss s 182.3 194.6 195. 190.1 183.5

196.2 206.7 20.48 198.6 191.3

=
892.1 927.4 880.5 844.6 796.0

(Details may not add to totals owing to rounding)

* Includes amounts in the General Salaries Vote intended for allocation to other Departments:

1964-65 — $35.0 million
1963-64 — $10.8 million

Treasury Board Staff
June 9, 1964.




EXPENDITURES BY CIVIL

APPENDIX “E”

DEPARTMENTS ON ACQUISITION OR CONSTRUCTION OF BUILDINGS, WORKS AND LAND

(in $ millions)

Other
(under
Years Total AGR AECL Cé&I PENS NRC NANR PWD DOT $5.0 m)

OO O i e e e K 90.0 1.1 Lk 3.4 0.9 1.4 8.6 40.0 17.4 6.1
g b1 2 SRRt TR SRS ORI IR o 88.6 9.3 5.2 2.6 iy § 2.1 3.3 42.4 16.1 6.5
1251 L R R s e e SO S ) 101.1 9.3 5.2 3.5 1.1 4.0 3.2 42.5 22.8 9.5
i R e R e R T E D 119.6 10.6 3.7 4.2 0.7 2.3 2.7 56.2 29.8 9.4
i R e o et S S 131.4 8.2 5.9 3.9 1.3 2.0 3.2 64.0 35.5 7.4
RO BB B i o A s S R R e e 147.8 8.0 i | 5.0 0.9 1.8 6.0 74.9 36.5 740
200 A DA TN S e e o e 180.1 10.2 8.1 4.9 0.9 2.6 16.0 83.1 43.5 10.8
151 bt P S P R St o S 208.6 9.0 6.1 6.8 07 2.7 24.3 94.0 55.5 9.5
FOBR=B0L e e e e L N VSR 253.0 11.0 8.8 8.6 3.9 2.6 31.1 103.6 72.7 10.7
L A RN S D PR S 255.6 15.3 10.1 9.6 5.0 4.0 34.9 93.0 72.3 11.4
1 S TSR i e Db A e S LY 232.3 15.3 15.2 10.5 2.4 5.1 27.5 75.2 69.7 11.4
415 G e e SRR L ST m 242.7 19.9 6.8 10.2 3.9 5.2 30.8 67.8 85.1 13.0
902203 i e i e s 2151 22.2 7 | 8.4 3.2 1.9 34.8 53.8 72.2 7.5
1 S b R N L I e L 223.2 25.6 12.2 8.6 9.0 4.1 27.1 53.2 11X 12.3
T BG Y o s L N N e e, e . b 235.9 24.3 13.3 EET 14.5 5.4 25.3 56.8 66.6 18.0

* Amounts included in the Estimates for those years.

Treasury Board Staff
June 9, 1964.

HONVNIA
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APPENDIX “F”
EXPENDITURES BY CIVIL DEPARTMENTS ON ACQUISITION OR CONSTRUCTION OF EQUIPMENT
(in $ millions)

Other
Year Total AGR AECL C&lI FISH PENS MINES NH&W NANR P.O. PWD RCMP DOT (Sl;lfge;x)
1950-51 15.9 1.6 0.6 0.6 0.5 0.3 1.0 0.5 0.8 0.5 1,2 1.0 4.6 2.7
1951-52 14.2 1.5 0.2 0.6 0.3 0.3 0.8 0.7 0.6 0.4 0.9 1.4 4.9 1.6 W
1952-53 18.0 17 —_ 0.5 0.3 0.3 0.7 0.8 0.6 11 0.8 1.2 8.2 1.8 E
1953-564¢ 21.3 1.6 — 0.6 0.2 0.3 0.8 1.6 0.6 0.8 1.1 1.4 9.8 2.5 g
1954-55 24.5 1.7 — 0.6 0.3 0.3 1.8 0.6 1 g 1.2 1.4 1.5 11.6 2.4 ;
1955-56 24.3 2.0 0.6 0.7 0.4 0.4 3.1 0.7 1.9 1.1 1.9 1.9 7.2 2.4 Q
1956-57 28.0 2.0 0.5 0.9 0.9 0.4 1.6 0.9 i By ¢ 1.5 0.6 2.4 10.9 3.7 Q
1957-58 32.5 2.2 1.0 0.9 1.5 0.4 0.9 0.8 1.6 1.9 0.9 3.1 14.7 2.6 g
1958-59 45.3 2.1 1.3 1.2 1.4 0.4 1.5 13 2.6 gl 1.6 3.4 25.2 2.4 E
1959-60 47.3 2.4 1.4 3 § 1.8 0.9 2.2 1.4 3.2 1.9 2.6 2.6 23.5 2.8 :i
1960-61 40.2 2.3 1.0 1.3 1.0 0.7 2.7 0.9 2.4 i 3.7 2.2 18.0 2.3 E],
1961-62 40.1 2.4 1.4 1.4 2.5 I ¢ 5.2 0.8 2.9 1.4 3.1 2.0 12.9 3.0 =
1962-63 42.0 2.2 1.3 0.9 2.5 1.2 6.6 0.7 2.3 1.3 1.3 18 16.4 3.6
1963-64* 46.5 2.4 2.0 1.3 2.5 1.0 4.6 0.9 2.2\ Pl 1.6 1.9 21.9 3.3
.1964—65‘ 67.6 2.7 3.5 1.3 2.2 1.6 5.2 1o 2.9 1.5 2.9 2.3 34.1 6.4

* Amounts included in the Estimates for those years.

Treasury Board Staff
June 9, 1964,
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THE STANDING COMMITTEE
ON
FINANCE

The Honourable T. D’Arcy Leonard, Chairman
The Honourable H. De M. Molson, Deputy Chairman

The Honourable Senators:

Baird Macdonald (Brantford)
Beaubien (Bedford) McCutcheon

Beaubien (Provencher) McKeen
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Bouffard Molson

Buchanan O’Leary (Antigonish-Guysborough j
Burchill Paterson

Choquette Pearson

Connolly (Halifax North) Pouliot

Crerar Power

Croll Quart
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Dupuis Reid

Farris Robertson (Shelburne)
Flynn Roebuck

Gershaw Savoie

Grant Smith (Queens-Shelburne)
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Haig Taylor (Norfolk)
Hayden Thorvaldson
Hnatyshyn Vaillancourt

Horner Vien

Isnor Welch

Lambert Woodrow

Leonard Yuzyk (50)

Ex officio members

Brooks
Connolly (Ottawa West)




ORDER OF REFERENCE
Extract from the Minutes of the Proceedings of the Senate, May 20, 1964.

_“Pursuant to the Order of the Day, the Senate resumed the debate on the
Motion of the Honourable Senator Connolly, P.C., seconded by the Honourable
Chator Hugessen:

That the Standing Committee on Finance be authorized to examine and
Teport upon the expenditures proposed by the Estimates laid before Parlia-
Ment for the fiscal year ending 31st March, 1965, in advance of the Bills based
o the said Estimates reaching the Senate; and

¥ That the said Committee be empowered to send for persons, papers and
Cords.

After debate, and—
The question being put on the motion, it was—
Resolved in the affirmative.”

J. F. MacNEILL,
Clerk of the Senate.
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MINUTES OF PROCEEDINGS

WEDNESDAY, June 17, 1964.

Pursuant to adjournment and notice the Standing Committee on Finance
et this day at 10.30 a.m.

(p Present: The Honourable Senators: Molson (Deputy Chairman), Beaubien
Tovencher), Belisle, Burchill, Crerar, Farris, Flynn, Gershaw, Grosart, Isnor,

irznbkErt, Smith (Queens-Shelburne), Stambaugh, Taylor (Norfolk), Welch and
yk. 16.

R On Motion of the Honourable Senator Smith (Queens-Shelburne), it was
Ssolved to print Treasury Board Statements namely the South Saskatchewan
'Ver Dam and the Commonwealth Agricultural Bureaux as appendices G and

to these proceedings.

A On Motion of the Honourable Senator Grosart, it was Resolved to reprint
Ppendix D, previously printed incorrectly on June 9th, 1964.

The following witnesses were heard:
Dr. Geo. Davidson, Secretary of the Treasury Board.
Mr. G. G. E. Steele, Under Secretary of State.

At 12.25 p.m. the Committee adjourned to the call of the Chairman.

Dale M. Jarvis,
Clerk of the Committee.
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THE SENATE
STANDING COMMITTEE ON FINANCE
EVIDENCE

Ottawa, WEDNESDAY, June 17, 1964.

h The Standing Committee on Finance, to which was referred the Estimates
ad before Parliament for the fiscal year ending 31st March, 1965, met this
ay at 10.30 a.m.

Senator HARTLAND de M. MoLsoN (Deputy Chairman) in the Chair.

The DrpuTy CHAIRMAN: Honourable senators, I have been advised by
Your chairman, Senator Leonard, that he will not be here today, and I see
280 from the minutes of the last meeting’s proceedings that you were kind
inf’ué’h, if that is the term, to appoint me deputy chairman, so I may take it

1S your wish I should take the Chair?

Hon. SEnaTORS: Agreed.

M The DEpUTY CHAIRMAN: We have with us today Dr. George F. Davidson,
L. G. G. E. Steele and Mr. J. C. Allen, and at the last week’s proceedings Dr.
idson was reviewing the progress which had been made in connection
With the recommendations of the Glassco Commission, and also what was
undﬁr consideration in connection with the Glassco Commission report. In
addition to that he put on the record four, I think, tables which he said would
€ discussed later, so I think, if you agree, we should ask Dr. Davidson to
Ohtinue, if that is his wish also.

Hon., SEnaTORS: Agreed.

Dav

Th Dr. George F. Davidson, Secretary, Treasury Board: Thank you, Mr. Chairrpan.
of € tables to which the chairman has referred are found in the proceedings
the committee for the meeting of June 9, that is No. 3. I have not yet had
it OPportunity to review the text of the evidence that was given last week, but
€re are any questions that honourable senators wish to ask on the tables
the end of last week’s proceedings I am sure that either Mr. Steele or
Yself will be glad to answer them, either now or at a later stage in the
Toceedings.
de I am sure that there are a goodly number of mistakes in the printed evi-
b nc_e which I have not yet had an opportunity to review, mistakes which I
. In there, if not mistakes which crept in with the help of others. I do not
likODOSe to try to correct them now, Mr. Chairman, but there is one I would
Stae to make a correction to, on page 84. I was in error in statil_ag that the
th of the Treasury Board numbers 92. I was overlooking_ certain transfers
Teq Were made when the Bureau of Government Organization was transfer-
an along with myself from the Privy Council office to the Trea'sury' Board,
off I was also overlooking the small staff that attaches to the minister’s
€. In all the correct number is 113 and not 92.

Senator GrosarT: Mr. Chairman, have copies of that been distributed?
The DepuTy CHAIRMAN: Yes, I got mine yesterday.
Senator GROSART: I did not get mine.

93



94 STANDING COMMITTEE

Dr. Davipson: I also promised that we would table today answers t0
questions which were put earlier regarding the cost to date of the South
Saskatchewan River dam and an explanation with respect to the purpose of
the Commonwealth Agricultural Bureaux item in the estimates. I have for
tabling, with your permission, Mr. Chairman, replies in English and in Frencb §
to those two questions. ‘

Senator SmITH (Queens-Shelburne): Mr. Chairman, I assume that would {

form part of our record?

The DEPUTY CHAIRMAN: I was just going to ask. I would assume we would |
append these to the record for today. Is that your wish?

Hon. SENATORS: Agreed.

(For replies see Appendices G and H to today’s proceedings)

Dr. DAvVIDSON: The chairman has drawn my attention to the fact there
are some printing errors in the tables shown as Appendix “D” on page 86
The total which is shown at the bottom of the column marked 1964-65 esti-
mates, the figure which is shown as 892.1 million should actually be 982.1 million-
And on the third column, under “expenditures”, the figure shown towards the 1
bottom of the column for 1962-63 as 20.48 million should be 204.8 million:
There should also be a million dollars indication, that all these figures are i |
millions of dollars. 3

Mr. Chairman, I apologize for the fact that towards the end of the last‘ 1

meeting I was somewhat carried away by my own exuberance and did nof

continue on my intended course of putting on the record the recommendations |

which the Public Accounts Committee of the House of Commons made with
respect to changes in the form of the annual estimates. I would like to retur®
briefly to that, if I may, and list the recommendations for this committe€
which were made a year ago by the members of the House of Commons Publi¢
Accounts Committee.

The House of Commons Public Accounts Committee recommended:

(a) Adoption of the revised vote pattern proposed by the Treasury

Board for introduction into the Main Estimates 1964-65 subject t0
certain improvements suggested by the Auditor General to thé
Committee.

That is what I have already referred to, a consolidated vote pattern whicb
has the effect of reducing from 495 to something of the order of 250, the num~
ber of votes in a given year’s estimates as shown in the printed book. That wa®
done also by consoldation of the information without the subtraction of any
information previously appearing in the estimates.

The second recommendation of the Public Accounts Committee was:

(b) Inclusion of supporting financial information of Crown corporations
and other public instrumentalities in the Details of Services for th¢
purpose of providing better information to the Members and to the
public with respect to the nature of the fiscal requirements of the
Crown corporations and other agencies requiring financing by
parliamentary appropriations.

This recommendation bears upon the fact that while the amounts requil‘ed
to be voted by Parliament for the needs of certain crown corporations appeé?
in the main part of the estimates, supporting details have not traditiona
appeared in the printed estimates in respect of crown corporations. It was the
expressed view of the Public Accounts Committee that attempts should beé
made to supply certain supporting financial information in the Details of S€*”
vices portion of future estimates presentations.
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This does present certain difficulties because of the special relationship of
Town corporations to Parliament, but this particular recommendation is under
Study at the present time. We are endeavouring to explore the problem with
& number of representative crown corporations, and while we have no final
Progress to report on it at the present time we hope to be able to report at
A later stage on what we think can be done to meet the wishes of the Public

Ccounts Committee in this matter.

The Deputy CHATRMAN: Would that give greater detail than is now avail-

able in the accounts of those corporations, or in a different form?

Dr. Davipson: It would not give greater detail. It would probably give
onsiderably less detail, but I think the view of the Public Accounts Com-
rnlttee, if I am right in this—and Mr. Steele will certainly correct me if I am
Wr'ol'lg—was that at the present time they are getting the details of the re-
Qirements of crown corporations in a separate document, and they wished to
€Xplore some means by which they would get this detailed information, to
Whatever extent it is possible to get it, included as part of the main estimates
pl"‘SSen’cation, so they would be able to find, in one book, the total requirements
of Government, both in respect of ordinary departments and in respect of

arious kinds of erown corporations which require funds to be voted by Parlia-
Ment. Would that be a correct statement on the position, Mr. Steele?

Mr. G. G. E. Steele, Under Secretary of State: That is correct.

4 Senator CrRERAR: How many crown corporations are there now? I have lost
Ount, Are there about 22 or 23?

Dr. Davipson: I think the number would exceed that, but this raises the
Very complicated question of what do we mean when we refer to crown cor-
Dorations, There are, as you know, listed in the schedules to the Financial

Ministration Act four kinds of agency, and the crown corporations are listed
Nder schedules A, B, C or D, depending on the particular nature of their cor-
Orate activities.

i Senator Crerar: I would suggest a good definition of a crown corporation
it Wl'_lether it is succeeding or failing, where the Government has to make good
tioﬁ 1s on the wrong side of the balance sheet. I think that is a crown corpora-
Quite obviously, a crown corporation like the Canadian National and TCA
i ably—and I am not so sure about that, but certainly the Canadian National
¢ N the red and the Government picks up the tab. A crown corporation like
oe Wheat Board, because it is an agent of the crown and it is really a crown
thrPOTfltion, pays its own way, although there is a possible contingent liability
faielre if these countries to who we sell wheat on time, on deferred payments,
or to make these payments. In that event the Government picks up the tab,
th S0me export insurance corporation or something that is another creature of
Overnment.

Prop

think it would be interesting, Mr. Chairman, if we could get a list
Se crown corporations and see their financial history for the past five
the not in detail, but whether they were on the right side of the ledger or
makwljong side at the end of the business year, and the amount. I want to
at .o it clear to the committee that I am not partial to crown corporations
likall; I don’t believe in them except under very rare circumstances. I don’t
miﬁ,to think that if these crown corporations run be'hmd in the region of $50
but lon, for illustration, then the exchequer or the Finance department has to
ki Up $50 million. I am cautious enough that I always like to know as far as
AN what the possibilities are for the future.

of ¢ The Deputy CHAIRMAN: Shall we ask Dr. Davidson if he could file a list

he crown corporations and the results of their last financial year?

I
f the
Carg
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Senator CrRerARr: If it is not too much trouble I would say the last five
years. I don’t want to burden you down with work and maybe three years
would do, but five years would be better to get a picture. I am satisfied there
is nobody at this table who has any idea what the picture is. Would that be
too much trouble, Mr. Steele?

Mr. STEeLE: No, but I wonder if I might make one or two observations
about this. “Crown corporations” is a generic term and it includes the various
agencies listed in the amendments of the Financial Administration Act. What
I was going to say was that for the ones we call the departmental corporations
full information is in the bluebook each year. These are the ones that although
they have corporate forms and have certain powers of their own by and large
they come under the normal departmental estimates. I would cite, for examplé;
the National Gallery of Canada or the National Film Board or some agencies
of this kind that have some corporate powers.

Senator CRERAR: Those, in the whole picture, are small change.

Mr. STeEeLE: That is what I wanted to find out. I think you are referring
to the agency and proprietary corporations. Some of these never appear iB
the estimates because they are completely self-contained. The extreme examplé
is the Polymer Corporation which is to all intents and purposes a commercia
corporation. Its borrowing powers are different, but they do have a balance
sheet, a profit and loss account. It is like a private industry. Would it be
your wish to receive a five-year report of all the profit and losses or a bank
statement of the accounts?

Senator CRERAR: I would like that report to cover crown corporations
where, if failure results, the Government picks up the tab. And I would like
to get the story for five years to see how they are operating. Now quité
obviously I think there will be a deficit in the aggregate mainly due to the
Canadian National Railways, but at any rate I think that there would b€
definition. I don’t want any statement of assets and liabilities. I think accom-~
panying that statement should be a note of each one showing the Governmen®
guarantees, if any, that are outstanding.

Mr. STEELE: The contingent liabilities position?

Senator CRERAR: Yes, I know the Canadian Wheat Board is one in wthh
the Government has some guarantees so far as that board is concerned. But

I am concerned mainly with these deferred payment sales to China and other

countries.

The Deputy CHAIRMAN: That will be other than the corporations in tbe
bluebook?

Senator CRERAR: As I said a moment ago they are small change.

The DEpuTY CHAIRMAN: The CBC is here—$88 million—that is not small
change.

Senator GROSART: What proportion of employees of the federal Govern~
ment are in crown corporations, using that term in the wider sense?

Senator CRERAR: About 150,000.

Dr. DavipsoN: I think this can be found in the Glassco Commission reporl‘
if you will give us a few moments.

Senator GROSART: My recollection is that the figure is about 140,000 out
of some 250,000.

Mr. STEELE: More than that; the CNR is over 100,000 in itself.

Dr. DAvipsoN: Senator Grosart brings me to the third recommendatio,Il
made by the Public Accounts Committee of the House of Commons. That ?
that there should be included in the estimates presentation additional informa~
tion concerning the staff of all government departments and the crown cor”




-

FINANCE 97

Porations and other public instrumentalities referred to under clause (b)—
he number of employees actually on the payrolls at the latest date available
during the course of the estimates preparation, and brief notes explaining
Broposed major increases in the size of establishments. I am quoting now
from the report of the Standing Committee of the House of Commons on
Public Accounts, the third report of that committee dated Friday, December
13, 1963. This would give in future estimate presentations full information
€aring on the very point you have raised about the numbers of employees in
Crown corporations from year to year.

Senator GrosaArT: Did I get a wrong impression from your evidence last
Week that when you illustrated the new approach in the estimates one of
€ things that might be cut would be this statement of salary ranges and
®mployees in each range? Is that a wrong impression?
.. Dr. Davipson: That was not a wrong impression. If you look at the
Wustrative table shown in the detailed portion of the larger first volume of
he Glassco Report illustrating how they recommend that the details of services
€ recorded in future in the estimates, you will find there is a tremendous
COmpression proposed by them in detailing the lists of the number of person-
el and the present salary lists.
Senator GROSART: Is there not a conflict between the recommendations in
Tespect of crown corporations in this recommendation and the estimates for
Overnment departments? '
Dr. Davipson: I think it completes the picture. I think you must examine
the vote-by-vote elaboration of the detailed arrangements in the report of
€ Committee on Public Accounts—the committee recommendation is that
1S material be presented as additional information, and I understood it is
€ intention to present this in tabular form as a supplement to the details of
Services in the estimates book. You would have a tabular presentation without
aving it all spelled out in a separate vote in the main estimates presentation.
€se were the three recommendations of the Standing Committee on Public
Ccounts which were approved last year by the standing committee and some
% them have already been adopted for the purposes of the 1964-65 estimates.
he 1ast mentioned is being adopted for purposes of future estimates pre-
Sentations and the one I referred to respecting supporting financial informa-
on on certain crown corporations is being studied to see what can be done
0 meet the wishes of the Public Accounts Committee.
fn In addition to these three recommendations which have been adopted
¢ Public Accounts they went on to approve three additional recommendations
or changes in the form of the estimates, but for the reasons stated, the com-
;mttee expressed the view that the implementation of these recommendations
ould be delayed until the Government is in a position to introduce program
u geting as referred to in its recommendations.
The three features for additional improvement are as follows:

(1) The proposition that we should introduce interdepartmental billing
for services rendered.

This matter was discussed extensively in the last two meetings.
(2) That the estimates be prepared both on a “net” and “gross” basis.
At That is, that revenues be credited to the separate votes in the estimates,
shd that the moneys which the Parliament should be asked to vote should be
°V§’n on a net basis after the deduction of earned revenues in respect of that
ticular operation.
(3) The inclusion of appropriate explanations in the estimates in all
cases where expenditures proposed for the year involve substantial
commitments for future years.

Dap
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These are the three recommendations on which the Public Accounts Com-~
mittee expressed approval; but it also expressed recognition of the fact that
it is difficult, if not impossible, to introduce these changes until the entire shape
of the estimates’ presentation was revised to reflect the principles of program
budgeting.

The DeEpuTYy CHAIRMAN: That implies, also, a form of cost accounting, does
it not? That is, if the charges were to each department as you were suggesting

Dr. Davipson: I think it is correct, Mr. Chairman, that it moves in the
direction of a clear indication of a cost accounting principle. I think it would be
possible to implement fully the recommendation of the Public Accounts Com-
mittee without going completely over to a precise cost accounting setup. It
really depends upon how far you go in the detailed implementation of that
particular recommendation.

Well now, sir, from the background of what has been done through the
medium of the Public Accounts Committee, and the efforts that we have made to

meet the wishes of the Public Accounts Committee for changes in the form 1

of the estimates, I would like now to turn to the recommendations of the Glassco
Commission as contained in their Financial Management Report which is Report
No. 2 appearing in their first volume, and I would like to touch upon the recom-
mendations made by the Glassco Commission in the ﬁnancml report which have
a bearing on the form of the Estimate Book.

The first of these is to be found on page 111 of the abbreviated reports
volume 1, where the Commission recommends that the form of the Estimates
be revised so that the votes will more clearly describe the purposes of expendi-
ture, more comparable and complete supporting information will be provided,
and unnecesary detail will be eliminated.

The three purposes as set out here are again: a clearer description of the
purposes of expenditure—we believe that this would be accomplished better;
if we try to develop the Estimates on the basis of program budgeting, than is
possible from the present form of the presentation, where so much detail is
listed that has relatively little meaning in terms of satisfying the needs of
members of the House of Commons and the Senate for information as to thé
purposes of the expenditures.

The second point is, again, that more comparable and complete supporting
information will be provided; and thirdly, unnecessary detail will be eliminated-

Might I just illustrate the problem that is inherent in this recommendatio® |

by drawing the attention of the honourable senators to a matter which is of
peculiar interest to the Treasury Board, and that is that if you look at the
Estimate Book which you have before you now, on page 125 you will find theé
Department of Finance Estimates shown both in the main outlines and in the
details of services.

The Treasury Board staff that I have referred to in the previous session$
as an organization is part and parcel of the Department of Finance, and yet yo¥
will look in vain for it through the details of the estimates as now presente
from page 125 to the end of the Finance Department’s estimates, on page 142
You will look in vain through these 17 pages which purport to give the picturé
of the Finance Department. You will look in vain for any details that recogniz®
the existence of any organization known as the Treasury Board.

The Treasury Board is in fact buried in vote 1, the Departmental Admin~
istration Vote.

Mr. Steele draws my attention to the fact that the ministers themselves aré
not buried but the staff is.

You will also find under the heading “Departmental Administration” a list
of things included within that administration, and a list of salaried posmofls
However, you will not be able to segregate what the cost of operating the
Treasury Board organization is in any given year.
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This illustrates the kind of information that it is not possible to get from
he present Estimates Presentation, and it follows from the Glassco recom-
Mendation with respect to program budgeting as the basis of future Estimates

resentations, that if this were adopted, you would be able to examine the
‘lnance Department’s Estimates or the estimates of any department, and
Identify, function by function, the various responsibilities which that department
Carries out, and you would find the corresponding costing amounts reflected
at least in a global sum with adequate supporting details, and not along the lines
of the present supporting details in the Estimates.

Well, this, sir, is the first of the recommendations made by the Glassco
Ommigsion and I think it can be said that not only has the Government accepted
his as a desirable recommendation, but is in the process of endeavouring to

Carry it out.

As you note also, sir, the form of the Public Accounts is tied up very closely
to the form of the Estimates. One must be a reflection of the other, and con-
Sequently the Commission, at the same time that it made recommendations with
Tespect to the future form of the Estimates along the lines which I have de-
Scribed, made comparable recommendations with respect to Public Accounts
Shown also on page 111 of the abbreviated version. The recommendation is
Worded as follows:

Further improvements be made in the Public Accounts to eliminate
unnecessary detail and to explain variances between actual and estimat-
able expenditures.

I go on from there to indicate a number of other recommendations which
the Glassco Commission has made, and which have been accepted by the Gov-
f'nment, and which are in the process of being studied with a view to imple-
Mentation.

The second recommendation affecting the Estimates directly is found on
Page 95 of the abbreviated version of the Glassco Report, volume No. 1, where
It states that where appropriate, revenues should be offset against related ex-
Penditure, and that votes should be shown in the Estimates and controlled on a
Net rather than gross basis. This refers to the recommendation that has already

€en endorsed by the Public Accounts Committee, and has been accepted by the

Overnment that where appropriate—and I emphasize those words “where
APpropriate”’—where appropriate, earned revenues from given operations will

€ credited to the gross cost of that operation, and Parliament will be asked to
Vote only the net requirements rather than the gross requirements.

Senator FLynn: Can you give us an illustration of that: “where appro-
Priate»?

Dr. Davipson: Yes, Senator Flynn. I might refer, for example, to one in my
old department, the Citizenship Registration Branch.

th This branch at the present time requires an appropriation of something of
€ order of $900,000 to a million dollars a year to operate the citizenship
co,ul‘ts across the country. There are revenues derived from the fees connected
th applications for citizenship and citizenship certificates. I am a little high
$n those appropriation figures, Mr. Steele informs me that it runs between
$700,000 and $800,000. There are revenues which are now shown in the estimates
i Mmemorandum form, running to $450,000 or $500,000 annually, so that the
€al requirement from the Consolidated Revenue Fund is normally something
the order of $300,000 or $400,000 annually. That is the present net
®Quirement.

Presently Parliament is, in fact, asked to vote something of the order of
,000 to $850,000 annually for this purpose.

Senator FLynN: Could you indicate a case where you would have a surplus?

$700
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Dr. Davipson: There are a few examples.

Mr. STEELE: The company’s branch earns more than it costs. This is by 2
factor of four.

Dr. DavipsoN: There are a few other examples also, and these would bé
reflected more clearly by a estimate structure of program budgeting with the
crediting of revenues to the individual programs than can be reflected under
the present arrangement.

Senator GrosarT: Could this be applied to the Unemployment Insurance
Commission?

Dr. Davipson: Could it be applied?

Senator GROSART: Yes.

Dr. Davipson: Well, it could be applied, in the sense that it has gross
expenditures and certain offsetting revenues from contributions. In fact, the
separate fund established for the Unemployment Insurance Fund is designed
to isolate this operation as a separate operation from the main estimates and
accounts of the Government. The same is true of a considerable number of
other funds.

Senator FLyNN: It is done, in fact, in the case of the Unemployment
Insurance Fund.

Dr. Davipson: No.

Senator FLYNN: The cost of operation was not charged to the revenue of the
commission?

Dr. Davipson: Not in the main estimates themselves. The only thing that
appears in the estimates from year to year with respect to the Unemployment
Insurance operation is a two-fold item: one, the vote for the administration o
the Unemployment Insurance Commission, which is a substantial amount ©
about $50 million; and, secondly, the Government’s contribution to the Unem-~
ployment Insurance Fund which is based upon the formula written into the
legislation that requires the Government to contribute a certain amount in
relationship to the combined total of employer-employee contributions. Bub
the revenues accruing to the Unemployment Insurance Fund and the expendi~
tures out of the Unemployment Insurance Fund are really carried in a separaté
account, because the fund is established as a fund outside the confines of thé
Consolidated Revenue Fund.

Senator FLYNN: The Government is contributing to the cost of operating
the act, but it is not provided for by the act.

Dr. DavipsoN: It is provided for by the act. The law requires the Govern-
ment to contribute both the cost of the administration of the Unemployment
Insurance Commission and the Government’s contribution in relation 10
employer-employee contributions as well. In addition, when the fund runs int®
deficit the Government then has to make some loan or advance provisions.

Senator FLYNN: So you are not really applying this rule we are talking
about?

Dr. DavipsoN: Not unless you were to amend the Unemployment Insurancé
Act to bring the provision for funds for unemployment insurance, both gros®
and net, into the main estimates presentation.

Senator GROSART: I do not know whether this is germane to the topi¢
under discussion or not, but I am still perplexed that on a recently celebrate
week-end it seemed to be discovered within a few days of the catastroph®
that the Unemployment Insurance Fund was broke.

Dr. Davipson: Was that before or after the 15th May?
Senator LAMBERT: It was before.
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Dr. DavipsoN: Then that is Mr. Steele’s question.

Senator GrRosaRT: I merely identified it is a celebrated week-end.

Mr. SteeLE: I could make what you would call a couple of germane obser-
Vations. No one will ever be able to isolate the exact point you have in mind,
for this reason, I think, that when the Unemployment Insurance Fund gets

Own to a level of, say, $10 million, the float in the fund, which is handled

%0 an imprest account basis right across the country, is something there is
0 way of obtaining an accurate day-to-day impression of. So the manage-
Ment of the fund has tended to be on the basis of historical experience with
Payments in and payments out. It is quite well known that at a certain time of
Year the draw-down has exceeded payments in by a wide amount. It hap-
Pened that the time of year was such on this occasion that it did not make
administrative sense to take any chances on it. Whether it went into deficit
Or not we cannot really tell, but you are giving authority to make advances.

Senator GrROsART: I remember we were told that the fund had to obtain
an advance from the post office, which seems strange to me—an advance of
€lr own money which, I understood, was lying there. Is that correct?

Mr. SteeLE: I could not answer that question, senator. This must have
been an advance against funds which, as agent, the post office was collecting
Tough stamp sales.
Senator GROSART: It seemed strange to me to call it an advance.

Mr. SteeLE: I do not think it was in fact. It may have been a advance
Payment of funds due by the post office to the fund.

Senator FLYNN: Could the same problem arise in a department under a
fertain item, that there could be at one time a deficit? How complete is the
fontrol over expenditures of a department, if you are going to ask for sup-
lemen‘cary estimates?

" Mr. SteEELE; It is absolute. Our commitment control system at the present
tlme is such that the Comptroller of the Treasury must certify at all times
hat there is an unencumbered balance in the relevant vote.

Q Senator FLYNN: Could there be a commitment? It seems to me when the
a°VErnment is asking for supplementary estimates it is claimed the money is
Teady committed.

i Mr. STeELE: This could happen under two or three types of conditions. For
Il§1i%lnce, Parliament, ever since the establishment of the Department of Finance
IScellaneous, minor and unforeseen vote, and only to the limit of that
°tE~which, in the current year is $3 million—has recognized the fact the
iOVErnment may authorize temporary advances out of that vote to any vote
%) the‘estimates for certain things. If you get an emergency situation or
thmethmg which crops up you can justify as having been unforeseen, then
3 IS would cause a supplementary estimate later, after the fact, which is
fally the point you are making. You might also get a situation where the
l.lrppses of the vote in any particular period of time or year may be diverted
in the general policy to something which would cause a short vote by the
i of that fiscal year if a supplementary estimate item did not come for-
\ té_lrd_ But if that item was never passed it is quite certain the result of
S would be that the department would have to cut back on its other
98rams in order to cover that.

Senator FLynN: But there is the possibility of switching funds under a
aln item to those under another one?

Mr, StegLe: Only within the vote authority.

Dr. Davipson: Not between votes, and even within the vote authority the
artment must come back to the Treasury Board.

Cert

deD
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Senator FLynn: I thought it was the exception you were giving me. If
you are caught without funds under one item you have to economize under
another item.

Mr. STeeLE: Within the same vote.

Senator GRrosarT: Could you relate the two items on page 199 of the
estimates, under Unemployment Insurance Commission, to the total income€
and expenditure of the Unemployment Insurance Commission?

The DEpUTY CHAIRMAN: Senator Grosart, Dr. Davidson is still giving his
evidence. Could not we wait for Mr. Steele?

Senator GROSART: As you wish, though I thought it was arising from this
particular point.

The DEpuTY CHAIRMAN: Perhaps it does.

Mr. STeeLE: I am not in a position to answer the question, but we cal

obtain the answer. I think you would like to know how the amounts appearing
in the appropriations relate to the total operations of the Unemployment
Insurance Fund; that is, the amounts paid in and paid out of the fund.

Senator GROSART: My question is rather to the principle than to the dollars
figure.

Dr. Davipson: These two figures really have no relationship to the amount
of income received by way of employer-employee contributions and the benefits
paid out in any one year. The income received by way of employer-employe®
contributions and paid out in the way of benefits is never reflected in the esti
mates because by law it is established as a separate fund.

Senator GRrosArT: But it would be if that recommendation regarding
showing net and gross figures were adopted?

Dr. DavipsoN: No. It is, in effect, in a sense, a crown corporation or a quaSi‘
crown corporation. All that is shown in the estimate books are two items foF
which parliamentary authority is required before the money can be spent, first
of all, for the administration of the Unemployment Insurance Act, and tha
includes the insurance branch and the National Employment Service, being 2
figure of $53 million. By the provisions of the Unemployment Insurance AC
that is an obligation on the Government of Canada, payable under the Con~
solidated Revenue Fund. The second is the statutory amount of the Government’
contribution to the Unemployment Insurance Fund which, as I recall it, is basé
on a formula which requires the Government to contribute one-sixth of the tot
contributions or one-fifth of the combined employer-employee contributions.

Senator GROSART: This would appear to be a good example of a situatio?
where a further breakdown would add to the clarity of it, because, as you saids
with regard to the $47 million item, the majority of that expenditure woul
have nothing to do with the Unemployment Insurance Fund. It would mostly P¢
the NES.

Dr. DavipsoN: There is detail given on that on page 212. )

Senator LAMBERT: Is the Department of Labour responsible for these est!”
mates in connection with the Unemployment Insurance Commission?

Dr. DavipsoN: The Unemployment Insurance Commission is responsi'ble
for its own estimates, Senator Lambert, but it does present its estimates throug
the Minister of Labour.

Senator LAMBERT: I was wondering if the Deputy Minister of Labot*
would have any intimate contact with the budgeting for the commission.

Dr. DavipsoN: Under the law, the commission is established as a separate
commission, but it reports to the Minister of Labour.

Senator LAMBERT: In the light of your remarks do members who bud
for the requirements for the year ahead depend on the economic conditions
the country? )

et
go ¢
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Dr. Davipson: That is not the point I was making, but it is a fact that when
Parliament passed the Unemployment Insurance Act it had in mind that it was
desirable to established a fund in which the surpluses of good years could be
ﬁ'lllowed to accumulate to meet the deficit over bad years. I think it can be
Inferred from the action of Parliament that Parliament did not consider, at the
time it passed the act, it was sound to try to operate the unemployment pro-
8ram as an insurance program on the year-to-year basis requiring the inclusion
of the total financial operation of the fund within the estimates presentation that

as to be voted by Parliament. Therefore it provided by law that the income
from contributions be set up in an operating fund and be allowed to accumulate
from year to year, and it was into that fund that the revenues from contributions

have been deposited each year, and it is from that fund that payments are
Made.

A The DeEPUTY CHAIRMAN: There is a report from which you can get the
Information you require but it isn’t in the estimates presentation.

Senator LAMBERT: Would it be right to assume that the proportion in con-
Nection with the administration of this fund and its expenditures are closely
Telated to the departmental contributions made to the fund?

Dr. Davipson: I think the current problem is that the fund has in recent
Years been paying out more than it has received.
May I carry on? I would like to have one further comment with respect to
e recommendation I read and which led to this discussion. You will note the
ecommendation of the Glassco Commission ‘“Where appropriate this system
Of crediting the money to each individual vote should be adopted”—this does
Not mean each individual instance because sometimes the amount of revenues
IS 50 trivial in relation to the size of the vote it would complicate the estimates
Presentation if that were to be adopted as a rule in respect of each individual
Vote in the estimates. This is being interpreted to mean where the amount is
Not insignificant in relation to the gross cost, the principle of crediting the
Tevenues in voting an item on the net basis should be adopted.

The DepuTy CHAIRMAN: Is this not what is being done in the case of the
Canadian Broadcasting Corporation? On page 54 of the estimates it shows a
8rant in respect of the net operating amount—is that not an exception to the
8eneral rule?

Dr. Davipson: That illustrates what is being proposed as a general rule.
The DepuTY CHAIRMAN: But it doesn’t show the gross figure.

Dr. DavipsoN: This is why the House of Commons Committee on Public
A'Ccounts made the recommendation I have already referred to as to the desira-
ility of showing additional financial information in respect to those crown
Corporations receiving a substantial annual amount from Parliament. Going on,
€ commission recommended on page 94 that the number of votes in the
estimate be reduced. This has been adopted in the 1964-65 presentation, and
It went on to recommend that all cost elements in individual programs be
Consolidated within the same vote.

This second half of the recommendation has to be formally approved by
the Government as yet because there are some difficulties in determining how
far it is reasonable to apply this principle in actual practice. First of all, as
already mentioned, in the estimates as now presented there is information
Presented in memorandum form under each vote heading showing estimated
Value of accommodation provided by Public Works, and for the cheque-issuing
Services of the comptroller and other costs.

We have gone a tentative step already in the endeavour to meet the Glassco
Tecommendation that all cost elements in the same program be consolidated in

€ same vote. But to carry this to the complete extent which might be implied
20944—2
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by these words would involve a kind of precise bookkeeping operation whick |
might actually produce more in the way of added expenditure than the addi=
tional information would be worth. Let me illustrate by referring to the
proposition that if you were to be strictly logical about this you would try t0
allocate to each department the costs incurred by the Civil Service Commissio®
in its efforts to recruit personnel for the individual departments, and if you the®
became involved in cost accounting calculations to determine what the
cost per recruit was, in fact you can see the intricate and rather unnecessary
bookkeeping operations that would be involved in making a calculation of this
kind. Consequently the Government has felt it should proceed fairly cautiously
with the acceptance of the second portion of this recommendation whilé !
recognizing the principle that it is desirable that members of Parliament shoul
have, in one place at the time they are voting the money required for a give? |
program, all of the true cost elements of that program either within the vote a8
presented or in the memorandum form presented at the present time.

The next recommendation which follows immediately after this is in many
ways perhaps the most important one so far as the form of the estimates 1% H
concerned. That is the recommendation appearing on page 94 that the depart~ |
mental estimates be prepared on the basis of programs of activity and not b¥
the standard objects of expenditure.

We have already discussed this and I have tried to illustrate why, from
the administrative point of view or from the point of view of the honourable
members themselves, it would be more convenient for them to have the
estimates information presented to them on the basis of programs of activitie5 |
rather than by the standard objects of expenditure as now presented in most
cases.

In this connection the chairman has brought my attention to page 330
of the estimates before you where there is a very good illustration of the usé
of program budgeting as a means of presenting the estimates in detail. If you
look at Vote 15 of the Department of Northern Affairs and National Resource®
for national parks, you will see, for example, the details as they are broke? ¥
down into head office, education and interpretative services, historic sites |
western regional office, Banff park, Cape Breton Highlands parks, and so 0% |
down the line. For Senator Isnor I will mention also Fundy park and the
Fortress of Louisbourg restoration program.

Senator IsNor: Thank you.

Dr. DavipsoN: This, in our judgment, gives to the members who alfe
trying to find out all the costs what the operation really amounts to. This %
better designed to give information of the kind that they need to make 2 \I
proper judgment, than the kind of information that appears in the traditiona1 i
details of standard objects of expenditure.

Page 332 also gives another illustration of this under a construction voté
showing the breakdown as between construction of trunk highways, construc”
tion of other roads, bridges and trails, construction of buildings and othe*
construction projects, acquisition of cars, trucks, and so on. Below that, th€
details again are broken down so far as construction is concerned by individu
projects, namely the various parks which are the places in which the firs
mentioned kind of expenditures are being made.

Senator SMITH (Queens-Shelburne): Under Vote 20, would that give
the authority to spend money on a new park not listed in the details?

How can the department spend any money at all on a new park, eVF”
the investigation of a new park, unless there is some vote given for authority
to have a survey made and preliminary studies made?

Dr. DavipsonN: Unless there is some provision made in the estimates
under a specific heading, it cannot be done.
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Senator SMITH (Queens-Shelburne): But it is being done in Nova Scotia,
and I am wondering when you get to the place where land is being turned
OVer in the Province of Nova Scotia where I live, how soon can the depart-

ent be authorized to get in there and spend money this winter to relieve
Unemployment?

. Dr. DavipsoN: There are various means by which the Parliament, if it
;’Vlshes, may give that amount of authority to a department. It can be put
1 under engineering services; it can be put in under minor projects, and you
“’flll notice, for example, under Public Works estimates that there is detail
8ven, project by project, of a great many projects, and then a lump sum is
Neluded for miscellaneous projects not listed in the Estimates, which in their
Otal sum cannot exceed a certain amount. :

P Senator SmiTH (Queens-Shelburne): I had glanced through the National
itarks Ilustrations before, and I had not seen the item as you mentioned
Which appears on the Public Works.

Mr. SteeLE: May I just make an observation on the vote control by Par-
ent and the details in these estimates? The details do not form part of the
Pbropriation Act as such, when the act is passed by Parliament. This is
aditional and is well understood, and the control or the authority that is
Sfanted to the Government or the Executive by the passage of the Appropria-
Jon Act by Parliament is confined to the vote total. The purpose of the vote
S explained by supplementary information which appears in the Blue Book,
It is just supplementary information relating to the way in which the
OVernment at the time it makes up the Blue Book indicates to the house
€ Mmanner in which it intends to spend the money.

N So that the direct answer to Senator Smith’s question is that under the
ational Parks Act, or what Parliament enacts for national parks purposes, a
3Se can be made for a new national park. It is rather a good question whether

o Not you can establish new functions of this type. Some new functions
farly lie beyond the scope of the vote authority itself, but it is the vote

Ority which governs, not the details.

Senator StampaucH: I would like to ask a question. In Waterton National
a .rk’ if there are certain extra moneys which have to be charged, will this be
Sainst the park or what?

DarkMr' STEELE: Presumably. It would come as a first charge against this

Migy. The Government might take steps to do this. As a consequence, they
ight find themselves short, thinking of their whole year’s program, and they

urght have to come back to Parliament for a supplementary estimate for this

aut}ﬁ’osf?, but there is no doubt that they would move righ't ah.ead, on the
itho 1ty which they have, to take whatever remedial action is necessary
hin the limits of the funds they have available.

Senator STAMBAUGH: At the present time is there any money which would
€ out of the vote?

Mr, STEELE: Right.

m Dr, Davipson: May I just tie up for Senator Smith a point made which

Saiq Seem inconsistent as between what I have said and What Mr. Steele‘has

fOrn‘lI assume without looking at the vote that the wording vyould contalq a

the Ula which you will see on page 328 under Vote 15 where it ends up W}th

the ords “as detailed in the Estimates.” This does have the effect of binding

she 0‘{ernment, when Parliament votes the money, to abide by the breakdown
In the detailed portion of the Estimates.

I think that is correct, Mr. Steele?
M, StEELE: Correct.

liam
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Dr. Davipson: And I had assumed “as detailed in the Estimates” was
actually contained in the vote heading of Vote 20, but I notice that it is not.

Senator GROSART: It would not bind them to spend money voted, if they
did not need to spend it.

Dr. DavipsoN: No, but if the words “as detailed in the Estimates” were i |

the black print on the heading of Vote 20, this would prevent the Government

in the course of the year from diverting funds from, let us say, Fundy Park t0

Georgian Bay Islands Park, because the details of the Estimates sets certail
limits on these two amounts.

Senator CRERAR: May I ask a question while we are on the national parks? |

Most, if not all, of the national parks derive some revenue from facilities such

as golf. Take Riding Mountain Park, for instance, which happens to be & |
Manitoba and is why I speak of it. They have a golf course, and then there aré |
certain rentals: cottagers come in and build cottages and pay ground rent
of so much a year. There are certain concessions. I do not know whether it has
changed since my day or not, whether a percentage of the gross take go€s |
to the department. These revenues are collected by the park superintendent 0F
his office. Are they still sent to the Receiver General 4n Ottawa? ‘
Dr. DAvipsoN: Yes, sir. :
Senator CRERAR: If a farmer goes in and gets a permit to cut ten cords of 1
wood, for instance, for which he pays perhaps $2.50, tkat revenue is sent 10
the head office of the parks and paid in to the Receiver General’s account, an
then, when he wants to buy some gasoline or some bit of equipment, he gets
an authorization to do that, and the funds are forwarded to him to purchas®
this gasoline or lawnmower. Is that procedure still followed? |

Mr. STeeLE: In broad outline, that would be true, sir. The revenue which

is generated from the parks operation normally cannot be diverted by any
of the parks staff for parks purposes. It is paid into the consolidated revenué

as you indicate. The management of the parks appropriation is presently unde’ |
study by these teams we have talked about. In fact, each park no doubt h&d b |f

what you call an imprest account to handle local day to day expenditur€®
which would be managed within the over-all park appropriation.

Senator CRERAR: But the simple park office remits cash to the superi?”

tendent as a sort of petty cash account?
Mr. STEELE: Yes.
Senator CreERAR: To meet these needs for which he has to account?
Mr. STEELE: Yes, sir.

Senator CRrErAR: Then the revenue secured goes to Ottawa and the?
the authorization, by way of petty cash for which he has to account, goes pack®

Mr. STEELE: Yes. '
Senator CrRERAR: Mr. Chairman, I mention this because when I had the :
responsibility of administering these parks, I had a grandiose scheme that W& |

going to change all that, and I would have changed it but that the war intef”
vened and changes were ruled out.

Mr. SteeLe: I think you would find a number of changes which have be¢% 1

designed to streamline the administration of this. For example, the deposit &
moneys would be done locally and advised through the local treasury ofﬁce"

Senator CRERAR: I think that is true. I do not know. If the Rocky Mounwﬂf
National Park collects entry fees for cars, golf fees, rentals for concessions, saf
$100,000 a year, that is sent in probably in 5,000 items week after week 2 g
then when any authorization is required to get grass seed or anything 111‘f
that, authority has to come from Ottawa. Consequently, in the performance OI,
that operation the amount of book work or paper work is enormous. Wha
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hag in mind and frankly what I was going to put into operation, was to bond
fach park superintendent, give him a bank account in which locally he would
'e_posit the receipts from the park, let him check out against that for these
Ings he now gets by authorization, and then have that strictly audited with
& fUnning audit right through. I would have him bonded and his account bonded
a protection against any fraud. I venture to say that that would reduce the
aper work in those parks by an omount that I cannot calculate.

One of my observations is that one of the great difficulties in Government
adminis‘cration is the centralization of everything in Ottawa and the colossal
;nnount of paper work it requires, to keep the records of staff and rentals and
Clephones and so on. I merely mention that because I was a bit curious as to
A ether or not the same old archaic system, in effect since the parks were

arted, was still there.

Mr. SteeLE: I would have to agree with everything you have said. There
b Ne basic barrier, that is, that any use of funds that come into the Crown
Y way of revenue requires a special law. In other words, it requires a basic
e.hange in the law. This is what Mr. Davidson has been talking about in con-
rl eljing changes which would permit the netting out of the amount. These are
ceived at present as public funds and can only be paid into the consolidated
fvenye fund. Payments out of that fund must be specifically authorized by
&liament, in other words, a vote must be passed.
Senator CRERAR: It would require a very simple amendment to do it.
Mr. SteerE: I am aware of that.
Senator CRERAR: It is quite possible to do it.
¢ The Depury CHAIRMAN: It is getting back to the question of program bud-
tg}?.tmg, Senator Crerar. In effect, if the man in the parks had a program budget,
st IS system would be possible; but it is not possible under the law as it now
ands, Is this correct?
of Senator CRERAR: The parks superintendent gives an estimate, does he not,
What he is likely to require during the year?
ag Dr. Davipson: He does, for the purpose of enabling headquarters
“Ministration to make up this book of Estimates, in the form in which it is
€n in the individual estimates; but he is not given effective responsibility

i 2
o the budget of his particular operation, both on the expenditure and revenue

iSQ

th Senator CreraR: I am aware of that. I think there could ‘pe a profitable

it ;nge there . I would put the responsibility on the park superintendent a.nt‘i

Sere.Were not doing his job rightly I would not want to have to go to the Civil
Vice Commission to get permission to fire him.

B, DAVIDSON; At the present time if anything goes out of kilter in respect
Sidan.y operations such as an individual park, on the revenue-expenditure
& it is very difficult to pinpoint precisely where the responsibility for that
ths’ because it is so much a matter of headquarters control. Control in terms of
to udgetary items is dispersed to such an extent that it is very difficult ipqe_ed
ace X t}_le responsibility. The concept of program budgeting and respongﬂ:_nhty
qepountlng, these two things go hand in hand, is that when an .1nd1v1dua1
thesartment gets its funds from Parliament, after havir}g a}sl.{ed Parliament for
eDe funds on the basis of explanations centered on individual program, the
an atment in turn breaks down to its individual branphes and regional pfﬁces
Yeye Ocal projects the budget it has received from Parliament. If the r_;ettmg of
at Nues principle is involved, the headquarters says to the park sl}permtendent
iflcl aSper Park, for example: “This is the amount of expendltu?e that is
Yoy Wed in your budget, this is the amount of revenue that we estimate that

20y Ul net from your program during the year, this is the amount that we
443
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will allocate to you from the funds voted by Parliament, and you must ensuré
that the revenues you earn from your year round operations, plus the net
amount that Parliament has agreed to make available to you, suffices to carty
your Jasper Park operation for the fiscal year that it is intended for.

If you can fit this suit of clothes onto the individual park superintendent
or onto the head of an Indian agency office, then if something goes wrong i
that particular project, small or big though it may be, you can identify pretty
quickly the man to blame. It is the man who is in charge of that particular
program of that particular unit of budgetary control; he is the man who i
responsible for accounting and control of that budget and if the thing goes out
of line, you know where to look for the responsibility.

At the present time, on the basis of control by detailed objects of expendi-
ture, I think Mr. Steele will confirm it is much more difficult and in some casé’
almost impossible really to exercise the kind of effective and meaningful contr0
you would like to be able to exercise.

Senator CRERAR: I would in general like to agree with that. Mr. Chairma®;
the problem pretty well boils down to this, that we are still following the
methods in administration that were in practice 50 years ago.

If you go back before the First World War, Government was a pretty
simple operation. So far as revenue is concerned, it came from excise taxe
customs duties, or fees of one kind or another. The amount was relatively small-
I do not think my memory is at fault when I say that our total expendituré
then ran about $115 million, whereas we have over $8 billion now, yet we aré
pursuing the same methods we pursued then when the revenue was only
around $115 million.

That, of course, is not surprising, not surprising at all, but in the immensé
expansion there has been of what the Government is doing we still cling
to the old methods. I am quite convinced that that accounts for a huge amout*
of expense in these estimates, plus the fact that there has been, of course, the
desire of departments to spread out.

Take the Department of Agriculture, for instance, this year it has $140
million in its main estimates. Last year it was $132 million. That is an $8-millio?
increase. Then on top of that you have to add $11 million or $12 million to th€
items for services by way of premises and all that sort of thing. So the tof
outlay in the Department of Agriculture is over $150 million. You look ove®
that and look through the estimates. Apropos of the fact of the revenue yq“
get, I was rather interested in looking up the vote on the Board of Graif
Commissioners. That is Vote 50 in the estimates. I will give these figures for
the information of the witness. In 1961-62 the expenditure was $6,453,000; th®
revenue was $5,021,000. This comes from fees for weighing and inspecting grai®
and matters of that kind. In 1962-63, $6,172,000 expenditure and $4,016,000
revenue. In 1963-64 it is estimated at $6,507,000 expenditure and $4,884,00
revenue. Quite obviously that board is pretty nearly paying its own way, ab
a simple adjustment might be able to be made to have it succeed, because !
think that is one department that has always been very well administered. Bu?
in Britain the practice is more to try and get fees for every service the Gover?”
ment renders. Here we rather go the other way: we want to give it free.

One other comment—and I think then I am through for the day, M
Chairman—this expenditure of $140 million in the estimates and $10 milli‘?Il
more, $150 million for the Department of Agriculture, has to be considered
the light that every provincial government has a department of agricultl_lfe
today and they are spending millions of dollars. It would be a very interestil
study, Mr. Chairman, to see the amount of duplication there is in that. T ¢
dairying. Our dairying vote in the Department of Agriculture—I cannot pt
my finger on it at the moment, but it is very large. Every provincial governmer
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ilas o dairy department and it is spending a great deal of money. The same is
ue. In many other fields, and there could not be a more fruitful source of

(g)?ttlng efficiency and certainly economy than to sort these things out. This rate
€Xpenditure is really shocking.

Senator SMITH (Queens-Shelburne): I wonder if Senator Crerar is leaving
S With the impression that this great amount of money involved in the Depart-
ent of Agriculture is mainly connected with the expense of administering the
tepartment as a research and service organization to farmers, and so on. I think
‘€ committee should also recognize a great deal of this money is being expended
rectly to the farmers or in projects that benefit the farmers—things that gov-
I‘nn{lents years ago never contemplated doing for them. I think when we are
Wa g a point about the administration costs, we have to offset what criticism
5 ; .hf'ive for the growing amount in the estimates of any department by the
ditional functions which are directly benefitting people in this country.
The DEpuTY CHAIRMAN: And new programs.
Senator SMITH (Queens-Shelburne): Yes, and new programs.

The DEpuTY CHAIRMAN: I think, honourable senators, we are running out
me. T would like Dr. Davidson to be able to finish his testimony. I do not
8est we cut short anybody’s views, but I think it would be better, if you
Tee, if we ask Dr. Davidson to continue his Glassco Commission observations.

Senator CRERAR: I apologize, Mr. Chairman, for my interjection.

tim, The DepuTy CHAIRMAN: On your birthday, senator, you can have all the
€ you like.

Dr. Davipson: I think I have covered most of the recommendations in the
Ilar{Cial management report of the Glassco Commission which have a direct
®aring on the form and shape of the estimates.

Propose to conclude by adding a few words with respect to a number of

~OMmendations in the field of financial management emanating from the com-

a \Ssion which, while not affecting the form of the estimates, will, if approved,

X €ct the ways in which it is possible for Parliament and for the Government

theeXercise more effective financial management control over the operations of
departments through the years.

£or example, one of the recommendations contained in the Glassco Com-
1Ssion report on financial management has to do with the desirability of

Vey ard forecasting of financial requirements. Instead of operating on a yez_ar—to-
Te T basis the commission recommends that all departments and agencies be
Ulred to prepare and submit to the executive long-term plans of expenditure
I)lzllllll‘ements by programs; and that on the basis of these long-term expenditure
BS an overall forecast of Government expenditures and prospective resources
4 Period of five years ahead should be prepared annually.
ang I think the sense and purpose of this will be obvious to honourable senators,
a reI do not need to elaborate on it, beyond saying that at the present time a:s
di Sult of the work that has been carried on in the Board under Mr. Steele’s
Sction for the past several years, we are now in a position where we do
ah. 2rd forecasting on expenditure requirements departmentally two years
Dug}, ¢ and the effect of the Glassco Commission recomm_endgtion will be to
this forward to a five-year rather than a two-year projection.
eleet.senator GROSART: It must be based on the assumption there will be an
10n every five years.
tig D,r- Davipson: We will make it seven years, if you like. This recommenda-
op 1’ Incidentally, was made by the Glassco Commission and not on any more
€SS authoritative basis than that.
andI Would like to touch upon one recommendation I regard as being critical

entra] to the effective management and control of the total governmental
944\3;
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operation. I touched upon this last week. I would like to read the Glassco Com~
mission recommendation appearing on page 99 of the abridged volume 1:

Departments and agencies be given the necessary financial authori"‘Y
and be held accountable for the effective management of the financl
resources placed at their disposal.

This involves the fixing of responsibility for departmental management 0%
departments and not bolstering them unnecessarily with a mantle of protectio®
provided by central control or supervising agencies. At first blush it may look @
though a recommendation that the responsibility be decentralized to depart
ments and that detailed controls of central agencies be withdrawn to som€
extent, is an advocacy of irresponsibility. It is not meant in that way PY
anything I say, and I am certain it was not meant in that way by the Glass?o
Commission. But if effective responsibility for day-to-day administration #
departments is going to be achieved it must be achieved by departmental
management itself, and cannot be by an all-wise, all-benevolent centr?
authority or control agency. It is certainly my view—and I think the view of 2
good many who have followed the work of the Glassco Commission—that W¢
have over the past 30 years moved unnecessarily far in the direction of the
imposition of detailed central control and of supervising individual decisio?”
making by the central agencies over the individual departments. If this recom”
mendation is accepted it will involve some reversal of that trend. The Gover?”
ment has accepted this recommendation in slightly modified terms. It h#
approved in principle that the departments and agencies be given greater
financial authority and be held correspondingly accountable for the managemeée?
of resources placed at their disposal.

It has gone on to accept the further recommendation that while the Treasv}fy
Board should continue to lay down policies on financial and administratiV
matters, which are common to all departments and agencies, it should do so it
less restrictive and detailed manner. The practice over the years under
Consolidated Revenue and Audit Act and the Financial Administration ACY
tended to emphasize centralized control. ;

I elaborated my views on this in an interpretation of the commission®
recommendations at the last meeting. I take it I need do no more than to 5
that the Government has indicated that, in general, it concurs in the direction ©
these recommendations. We are presently working on ways and means by

which this can be tailored effectively to the financial requirements of the

public service.

I would like to suggest at this point, Mr. Chairman, that you should S'QOI,J‘
listening to the sound of my voice, since I have brought this to the poi®
where I think at the next meeting of the committee Mr. Steele could car
on with an explanation of what it is we are trying to do in four separa,e
departments of government at the present time to fit the Glassco CommissiOIls
suit of clothes on to the individual departments.

I merely sum up by saying that if you take the 27 recommendation
financial and management contained in the Glassco Commission Report, b
present position is that the Government has given its formal acceptance
16 of these recommendations, some of the more obvious ones, and the simPle.ss
ones, and some less complex on the balance of arguments. It has reserve
position up to the present moment on eleven of these recommendations; anf
in order to satisfy itself as to the feasibility or otherwise of adopting all
these recommendations, it has decided that before accepting all of 'Cheﬂ;
blindly it will set up exercises in four separate departments of Governme"
chosen for specific purposes as being representative of the kinds of op€r
tions the Government carries on. It will receive the benefit of the experie? i
of consultants from outside the Government who will indicate to us W

g of
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Changes are required in the internal economies of the departments to make
€ Glassco recommendations applicable, and will indicate to us also their

8€nera) judgment as to the practicability and the wisdom of taking the total

fontext of the Glassco recommendations in the financial and administrative
£ fiS into these departments. From these four exercises, lessons will be learned
ich can be applied to other departments.

With your permision, Mr. Chairman, I will leave that to Mr. Steele for
;Fhe hext meeting, because he had the responsibility for initiating and manag-
ng this program while he was secretary of the board, and he will be able
0 give a more clear and coherent picture than I.

If I may, Mr. Chairman, I will conclude by reverting to Senator Grosart’s
QUestion about the numbers of employees in crown corporations. If he will
Ie Satisfied with information that is only four years out of date at this stage,

Will give him the reference on page 312 of the large volume I of the Glassco
s};’mmission report. The figures that are shown there, as of September 1960,
OW that classified Civil Service at that time amounted to about 132,000,
8 per cent of the total public service, as they are defined; the armed
ThCeS, 120,000, or 25 per cent; crown corporations, 150,396, or 32.2 per cent.
th ®N there are some other classifications of small percentages, but this gives
€ total picture. In includes the employees of a number of crown corporations
ot ordinarily considered within the public service as a whole. It includes
aadian National Railways, Canadian Overseas Telecommunication Cor-
D°ration, Eldorado Aviation Limited, Eldorado Mining Limited, Northern
Yansportation Company Limited, Polymer Corporation Limited, Trans-Canada
Ir Lines, Canadian Broadcasting Corporation and Bank of Canada.
So it would not be fair to put that figure of 150,000 on the record, without
ng it includes these large proprietory corporations not ordinarily thought of
€ing part of the civil service.

th, Senator GrosarT: There has been some attempt to bring it up to date in
noe annual report of the Civil Service Commission. The only thing is they do
ttake in all employees, and it is very difficult to relate these two sets of figures.

o, Mr, Chairman, may I ask one question in connection with the general

Y ter. of program budgeting? Dr. Davidson quoted a phrase from the Glassco

b Mmission about “a clearer description of the purposes of expenditure,” and

re] also spoke of the description being “function by function.” My question

ef}ﬁes rather to program analysis or breakdown, if I may put it that way.
aps I may give two examples to illustrate this.

the One is the matter raised by Senator Smith. Are there any figures showing

Ps total amount of let us say the $8 billion budget which is money that merely

1058 through the hands of the Government and goes to provinces, municipali-

WhS’ Or to individuals and others? Can we take this total amount out and say
at our actual administrative government budget is?

thig _Ml“. STEELE; The direct answer to that, to the extent that you could find
We M any public document, is that there are no such figures, sir. It happf:ns that

ha.vg been trying to produce certain tabulations, because of certain royal

Missions. I will mention the banking royal commission, which has reported,
is 4 2Xation one, which has not yet reported, and the Economic Council which
toge§V910ping an interest in this sort of informatio_n. We can no doubt get
Preg her tq get something which would help in this understzfmdmg. It does
reallent us with all sorts of problems, and Government expenditures have not
in t}iy been fitted into a national accounts category too well. We are just now
Cont € throes of trying to do this, too, because accountar_xts and people who
therro.l expenditures often define, as you know, these dlﬁeren'fly. Howgver,
Nop € is no doubt that it is possible to do this. The direct answer is, there is no

categorization along these lines.

for
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Senator GRosART: When we take out $1 billion for old age pensions, % A
$300 million for family allowances, and so on, these are not governmeﬂt‘

expenditures in the normal business sense. I give that as my first example.

The second example I give to illustrate, is the question of what I may call

social justice payments, which illustrates the importance of some breakdow®
of these figures. The International Labour Organization does that from time
time. These figures are widely quoted and seem to show that Canada is aw
behind other countries with regard to our percentage of expenditure of gI‘OSS
national income on social justice services in relation to gross national incomeé
The International Labour Organization has put out statements on this. In ta

I have had with officials of the Department of National Health and Welfaré
I have been told that these figures are all wrong. Within the last two wees®
I have seen a figure printed under the authority of an economist, that our toté
expenditure in this field is 12.8 per cent, and from another source I see ?
stated as 20.1 per cent.

Mr. STeeLE: Of what, sir?

Senator GROSART: This is the percentage of gross national income that weé
spend in the broad category of social justice.

Mr. STEELE: As a national total by all levels of government?
Senator GROSART: Yes, by all levels of government.

Dr. DAvIDSON: Are you speaking of gross national income, or gross natioﬂf"1
product, senator?

Senator GROSART: Gross national income. Now, of this $8 billion pudgel
how much goes to the provinces, how much to individuals, and so on? ¢

Again, on a point raised by Senator Molson, how much of this total Od
$8 billion is going into the creation of capital assets? These figures, I think vv'Ou,1
give us more than program budgeting, they would give us program analyslt'
I am not suggesting they go into the estimates or the public accounts, but th?
a memorandum might be prepared; because I have tried to get these ﬁgure,z
in the various categories, and I am always getting the warning—“Well, do?
use them.”

Mr. SteeLE: In so far as the federal Government’s expenditures are cO%
cerned, have you looked at the categories that are now in Part I of the Publi¢
Accounts?

Senator GROSART: Yes.

Mr. STeELE: They are, I admit, pretty finely set out, and they do not in”

dicate the difference as between levels of government, but in so far as t ¢
flow of funds from the federal Government is concerned I think they do giV
you some of the information you are seeking.

Senator GRrRosART: There is a better description of it in a budget White
Paper published two or three years ago, but it still does not bring it dow®-

Dr. DavipsoN: I know from working on the social security side of thz
Department of National Health and Welfare that something has been do?
about this. It has done a lot of work in so far as social security payments
concerned, but it does not include the intergovernmental payments. The Dep!
ment of National Health and Welfare has in fact produced publications whi¢ 5
compare the percentages in New Zealand, Australia, the United Kingdom, thy
U.S.A. and Canada for different five year periods. I can assure you that the p!
give you a good deal of information on this, but they will probably tell pis o
before you start using the global totals that you should study the first or 1a £
page and satisfy yourself that you know what is really in these papers. 50?1”
very difficult problems of definition arise. What do you include? Do you ! e
clude veterans’ pensions, for example? Do you include Prairie Farm Assista?

payments? Do you include Indian education and Indian welfare payments?

-
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Senator GROSART: Or income tax exemptions? That is the best example.
Dr. Davinson: You could go all the way through from A to Z.

Senator GrosarT: The point I am making, Dr. Davidson, is that other
People are taking figures and comparing them. A recent publication of the
L.c. quotes this figure of 12.1 per cent, and says it is disgraceful that Canada
Not looking after its people. Is this correct? Is either assumption correct?
S this a correct figure? Does it mean that we are lagging behind other coun-
Tles? I must say that I do not believe we are.

Dr. Davipson: I am sure it is a correct figure if you read the fine print
on the page where it appears in the International Labour Review, but it is not
a correct figure if you take it away by itself and place it on another page which
States the problem in the context of another definition.

Senator FLynN: Like Senator Grosart, I would be very much interested
ave an answer to the perennial question that is asked in Quebec by the
Separatists today, namely, how much does the federal Government collect, and
OW much goes back to the Province of Quebec?

Senator GrosarT: It is not only the separatists who are asking that question. :

o thSenator FLynN: We see many figures that are contradictory with respect
g5,
Senator CRERAR: Mr. Chairman, I said a moment ago that I am not going
ntervene in this discussion any further, but I really must ask your in-
SUlgence. T admire Senator Grosart’s devotion to social welfare, but centrally
I Ottawa our total expenditures in that field, apart from soldiers’ disability
peIlSions, is getting pretty close to $2.5 billion a year.
In my own province of Manitoba—I cannot speak with accurate knowledge
?f Other provinces, although I expect the same condition prevails there—if you
t%Ok at the budgetary expenditures of the Manitoba Government you will see
¢ at the second amount, after education, is health and social welfare. If you take
€ City of Winnipeg which now has a very substantial budget—I know that
€Cause my municipal taxes are going up every year—you will see that the
€tond jtem there in the total field of expenditure is with respect to social
Clfare and health, and so forth. Senator Grosart will forgive me if I turn a
€r stony eye on his proposals to expand these expenditures.

The DepuTy CHAIRMAN: I think his suggestion, Senator Crerar, was that it
ld be nice to know accurately how much we were spending in this_area
§Cause in his opinion we were doing better than what is shown by the published
Mparative figures.
% Senator GROSART: That is quite right. I do not believe my devotion to social
o Clfare is anything like as great as Senator Crerar’s because I have not had the
Dpol‘tunity over the years to demonstrate it. However, I do say this, that I am
8reat believer in the welfare state because I am a great believer in private
Dterprise, 1 do not believe we can have the second without the first.
re Dr. Davipson: May I conclude this discussion by making a mischievqus
thmﬁ‘rk? I take some genuine pride in the fact that I had a good deal to do with
5 Inauguration of a number of the most expensive social welfare programs.
0 not think Senator Crerar can escape his share of responsibility in this
Cause, as he knows, he was the first minister of the Crown ever to bring me
N to Ottawa to go to work for the federal Government.
it Senator CRERAR: Well, Mr. Chairman, it is true—and I have never regret‘?ed
—that I was instrumental in Dr. Davidson’s coming to Ottawa, but Dr. David-
% Will remember that was for a special assignment. It was in connection with
th: Moving of British children to Canada during the war, a project yvhich I had
Wa. 8PPy, or unhappy, experience of looking after. But, I add this, th_at that
3 a matter that the Finance Committee examined ten years ago. It might be

is
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worthwhile checking that up in the journals of that time. We did get aB

approximation of the total expenditure under these headings, and I think it is @
wholly desirable thing. Where does the money come from that governments
get, and what do they do with it? That is an important question for the public:

The DepuTYy CHAIRMAN: We looked at that again in 1956, Senator Creral:
We investigated the total figures as percentages of income, federal, provinci
and municipal, at one stage.

Now, honourable senators, are there any other questions you would like t0
ask our three very patient witnesses, or should we discuss the next meeting?

Senator BURCHILL: Mr. Chairman, before you proceed, may I say that I
was attending the meeting of the Standing Committee on Banking and
Commerce, and when I came into this room you were discussing Vote 20,
National Parks, and I think this is a good note on which to wind up, in view 0
the discussion, because I notice there is a vast reduction in the amount foF
1964-65 for Head Office. In 1963-64 it was $1,050,310, and for 1964-65 it 18
$651,000.

The DepuTY CHAIRMAN: Do you mean a reduction is so rare, Senato’
Burchill, that it catches the eye?

Senator BURCHILL: Yes, I could not believe it. ‘

Dr. DavipsoN: This is under the construction vote,” senator; not unde’ |
administration.

Senator BURCHILL: I see. !

The DepuTYy CHAIRMAN: Is there any question honourable senators would
like to ask Dr. Davidson or Mr. Steele in connection with appendices C D
and F to the minutes of the last meeting?

Senator GROSART: Mr. Chairman, the errors seem to be substantial. I
wonder if it might be well to reprint them correctly?

The DepuTY CHAIRMAN: Well, these will be edited for the final printing-
Dr. DavipsoN: I have not seen this yet.

Senator GROSART: Neither have I, but I take it from what has been said
that there are errors in them.

The DEPUTY CHAIRMAN: We will have those corrected. Dr. Davidson has
suggested that at the next meeting Mr. Steele should carry on. I think, first of
all, we should thank Dr. Davidson again for being such an excellent an ;
patient witness, and for his wonderful exposition. Do I take it that it is th€ 1
committee’s pleasure to have Mr. Steele appear as a witness at the next meet” 3
ing?

Hon. SENATORS: Agreed.

The DepuTY CHAIRMAN: Because of the uncertainty of the program of th¢ |
Senate I do not think we can fix a date for the next meeting.

Senator SMITH (Queens-Shelburne): I move that we adjourn at the call
of the Chair.

!

b

The DEPUTY CHAIRMAN: Is that agreed? q
4

T e

Hon. SENATORS: Agreed.

Senator ISNOR: Mr. Chairman, I must apologize for being late, but 1ike
Senator Burchill I was attending the meeting of the Standing Committee on
Banking and Commerce. However, sitting back here I was able to listen
some of the proceedings, and particularly to Senator Crerar. I am wonderi?
whether the members of this committee are aware of the fact that today he
celebrates his eighty-eighth birthday.

The DEPUTY CHAIRMAN: Yes, we congratulated him on that a little earlier”
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Senator CRERAR: I would just as soon not be reminded of it, although I
do appreciate very much the kindness of Senator Isnor.
The DEPUTY CHAIRMAN: Thank you very much, Dr. Davidson, Mr. Steele
al}lld Mr. Allen for your presence. The committee adjourns to the call of the
air,

The committee adjourned.
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APPENDIX “D” (Corrected)
DETAILS OF CIVILISTAFF COSTS FOR THE FEDERAL GOVERNMENT SERVICE

(in $ millions)
Estimates Expenditures
Departments 1964-65 1963-64 1962-63 1961-62 1960-61

RETIANIITe s s s A e P las ooy vt s 4\ ks 5 51.8 51.4 50.1 47.6 45.7

Atomic Energy....... 0.1 0.1 0.1 0.1 —
Auditor General 1.2 1.2 1.1 1.0 0.9
Board of Broadcast Governors............. 0.3 0.3 0.3 0.3 0.2

Canadian Broadecasting Corporation........ —— i L0 22 il
Chief Electoral Officer..................... 0.1 0.1 0.3 0.1 0.1
Citizenship and Immigration............... 23.8 24.5 23.0 22.1 20.9
Civil Service Commission. ................ 4.4 4.3 4.1 3.8 3.4
External Affairs 17.5 18.7 15.2 13.6 12.3
FRABIOB L o o e 62.0* G H 22.7 21.8 20.7
P iahertes. e L e 12.8 12.2 11.9 11.3 10.5
T SR e s S B S A B S 6.7 6.5 6.2 5.9 5.2
Governor General e 0.6 ' 0.5 0.5 0.4 0.4

I peie At o L e S L S 3.6 0.9 — —_ —
0.7 0.7 0.7 0.6 0.6
25.1 22.1 21.2 . 19.4 17.8
T 49.8 45.6 45.6 43.1 39.7
e T L e A S S A s 10.4 7.5 6.9 7.0 6.9
Mines and Technical Surveys............... 20.2 19.9 18.4 17.1 15.4

National Film Board......... — — - — —
National Gallery........... 0.4 0.4 0.3 0.3 0.3
National Health and Welfar: 26.8 24.8 21.8 22.6 20.7
National Research Council. 20.2 19.4 19.2 18.2 16.7
National Revenue...................... 78.7 74.1 72.4 69.2 67.3
Northern Affairs and National Resource: 20.2 17.7 17.9 17.0 15.3
Post Othae. [ 2. il 132.8 134.5 118.9 115.5 109.5
Privy Council Office 2.2 1.1 1.2 14 1.0
Public Archives and Nat. Library 1.0 0.9 0.9 0.8 0.7
Public Printing and Stationery.... . 0.9 0.6 2.0 1.9 1.8
PABRoSWOTES & 57 3 8 il ae i) ndom Bl 39.4 33.0 31.9 31.5 30.3
Royal Canadian Mounted Police........... 5.1 5.2 4.5 4.1 3.4
Secratary of SEabe. .oveive. wiveiilvescons s as 4.7 4.3 4.1 3.9 3.8
Trade and Commerce...................... 23.2 21.5 20.6 19.7 15.8
R TEOIOE . n ws vpN A A w i 3 it L 82.9 81.4 76.7 71.4 64.4
Neterans AFERITR = ... 5 5o v v e e s o 56.0 55.1 54.9 54.1 53.0
785.9 720.7 675.7 646.0 604.7
‘Defonca Proauction: .../ 2 auwi csis e man i 14.0 12.1 9.4 8.5 7.8
Nafional Defenee. . o v b i oo dies 182.3 194.6 195. 190.1 183.5
196.2 206.7 204.8 198.6 191.3
982.1 927.4 880.5 844.6 796.0

(Details may not add to totals owing to rounding)
/

* Includes amounts in the General Salaries Vote intended for allocation to other Departments:
1964-65 — $35.0 million
1963-64 — $10.8 million

Treasury Board Staff
June 9, 1964.
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APPENDIX “G"
SOUTH SASKATCHEWAN RIVER DAM

The Agreement between Saskatchewan and Canada was completed on
July 25, 1958.
The cost-sharing arrangement is as follows:

(1) By Saskatchewan
(a) 25% of the cost of the reservoir with the provision that this amount
is limited to $25,000,000;
(b) All cost associated with the irrigation development, recreational
development and powerhouse development, except that Canada
pays 25% of the construction costs for installing penstocks.

(2) By Canada
(a) 75% of the cost of constructing the reservoir for all costs up to
$100,000,000;
(b) all costs of constructing the reservoir in excess of $100,000,000;
(¢) 259 of the cost of construction of the penstocks;
(d) the cost of all engineering, administrative and legal services
related to the construction of the reservoir.

Current Estimated Cost

Cost to Canada—Reservoir and penstocks ...... $ 86,000,000
*Cost to Saskatchewan
IReServorpl i i ah $25,000,000
Other Developments—
Trrigation s il ik . $45,000,000
O TR i a ey oo 30,000,000
Recreation ....... 15,000,000 90,000,000 115,000,000
e i § RO O S A P S e e I S $201,000,000
Expenditures to date:
Federal Provincial
HOHRERO) el s ST e $ 1,378,916 $ 124,984
HGB9EB0 s e e e A 5,381,267 1,233,803
1 G 17 ) S SR | o SRS e 8,832,537 2,529,006
OB GI T e L S S 12,661,443 3,845,888
VTR 1 NG RIS At B 4 e 15,223,516 4,001,128
HOBS =GN L v o I e 11,701,207 4,017,199
1964-65 (to 26/5/64) ........ 539,085 179,695
$55,717,973 $15,931,706

Vi *Information in regard to the provincial program and cost has been pro-
1de<% by the South Saskatchewan River Development Commission of the
Yovince of Saskatchewan and the Saskatchewan Power Corporation.

Teasury Board Staff
June 17, 1964.
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APPENDIX “H"
COMMONWEALTH AGRICULTURAL BUREAUX

Commonwealth Agricultural Bureaux are a group of organizations financed
by British Commonwealth countries, together with the Republic of Ireland,
and operating under an Executive Council of representatives of all contributing
countries. The Bureaux was formed in 1933. The principal function of the
Bureaux is the maintenance of a world-wide agricultural abstracting service,
together with the publication of fourteen, and support of four additional ab-
stracting journals. The Commonwealth Institute of Entomology and the Com-
monwealth Mycological Institute, and to a lesser extent the Bureau of
Helminthology, also provide important identification services. The Common-
wealth Institute of Biological Control, as its name indicates, is concerned with
the collection, multiplication and distribution of beneficial parasites and pred-
ators. The Institute of Biology Control is located in Trinidad; the other
Institutes and Bureaux are located in the British Isles.

Funds to cover the operation of the Bureaux and Institutes are principally
derived through direct contributions from the participating countries of the
Commonwealth. Smaller amounts are received from sales, etc., while the
Commonwealth Institute of Biological Control contracts a high proportion of
its projects.

Participating Countries Contribution
%

Utiited: Kingdomm .0 Sl S 0o s By s s e 28.86
Canndars . i R g e e e R e 19.00
Y-S vk e | L MRt R SO S s ) meeat g (1L s e e 18.30
Mew Zealan G iy ote i St L e SR e o e 7.04
sl i AR ARt G LR SR ety SO e K s Ry T 4.22
BieneRdent TerFIlORIes 5 o ko e vo Py misre detm e ot o oid 3-4
Ireland, Nigeria, Fed. Rhodesia and Nyasaland ...... 2-3
Pakistan, Ceylon, Ghana, Malaysia Tanganyika,

Viganidat el ya s Selte et T L e 1-2
Sierra Leone, Jamaica, Trinidad .................. 0-1

The journals published by the various Bureaux and Institutions are listed
in the attached Appendix. Free quota copies of the abstracting journals aré
placed in various units of the Departments of Agriculture and Forestry. A
least one full set of each of the fourteen journals is given to each Canadia.n
University where there is an agricultural faculty, and other sets go to uni”
versity libraries for the use of certain science faculties and to research founda~
tions and councils for the use of their scientists working in companion chsc1phnes
In excess of 550 separate subscriptions are distributed yearly as part of Canada’s
free quota.

Canadian institutions are unable to purchase or subscribe to all of th€
journals numbering more than 10,000, which are abstracted by Commonweal
Agricultural Bureaux workers, and are also unable to provide translations ©
all work in foreign languages. Many of these journals are foreign langua8
publications, which would require translation services. Students and resear®
workers must be provided with abstracting journals or it would be necessary &f
provide a similar organization to secure this required research information. f
each member of the Commonwealth were to duplicate this effort the ovefa1
costs would be much greater. By co-operating financially, and maintaining t
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actual services in Great Britain, the cost to Commonwealth countries is mini-
mized.

The total annual budget of the Commonwealth Agricultural Bureaux is
currently about $1,670,000. Income is derived from contributions amounting to
$1,250,000, and from the sale of publications estimated to amount to $420,000.

Actual Contributions by Departments of Agriculture and Forestry

1933-34 $ 21,000 1959-60 $131,211
1939-40 32,607 1960-61 132,494
1944-45 33,440 1961-62 141,482
1949-50 65,583 1962-63 256,173
1954-55 125,964 1963-64 254,088

1964-65 (forecast) $243,470
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APPENDIX (1)

PUBLICATIONS OF COMMONWEALTH AGRICULTURAL BUREAUX

Institution Title Published
Commonwealth Institute of Entomology  Review of Applied Entomology
Series A Monthly
Review of Applied Entomology
Series B Monthly
Commonwealth Mycological Institute Review of Applied Mycology Monthly
Review of Medical and Veterinary
Mycology Quarterly
Commonwealth Bureau of Animal Animal Breeding Abstracts Quarterly
Breeding and Genetics
Commonwealth Bureau of Animal Veterinary Bulletin Monthly
Health
Commonwealth Bureau of Animal Nutrition Abstracts and Reviews Quarterly
Nutrition
Commonwealth Bureau of Dairy Science = Dairy Science Abstracts Monthly
and Technology 4
Commonwealth Forestry Bureau Forestry Abstracts Quarterly
Commonwealth Bureau of Helminthol- Helminthological Abstracts Quarterly
ogy
Commonwealth Bureau of Horticulture Horticulturel Abstracts Quarterly
and Plantation Crops
Commonwealth Bureau of Pastures and Herbage Abstracts Quarterly
Field Crops Field Crop Abstracts Quarterly
Commonwealth Bureau of Plant Plant Breeding Abstracts Quarterly

Breeding and Genetics

Commonwealth Bureau of Soils

Soils and Fertilizers

Alternate Months

The Commonwealth Agricultural Bureaux also publish or subsidize the follow~

ing four journals:

(1) Weed Abstracts; produced and edited by the Weed Research organi-
zation of the United Kingdom Agricultural Research Council, printe
and published by CAB to which all revenue from sales accrues.

(2) Agricultural and Horticultural Engineering Abstracts; produced and
published by the National Institute of Agricultural Engineering ©
the United Kingdom, and subsidized by CAB in the amount O

£5,000 per annum.

(3) World Agricultural Economics and Rural Sociology Abstracts; pub-
lished by the International Association of Agricultural Librarians
and Documentalists in co-operation with the International Associd”
tion of Agricultural Economists, and subsidized by CAB in the
amount of £2,000 per annum.

(4) Apicultural Abstracts; produced and published by the Bee Research
Association, and subsidized by CAB in the amount of £1,500 per

annum.
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ORDER OF REFERENCE
Extract from the Minutes of the Proceedings of the Senate, May 20, 1964.

“Pursuant to the Order of the Day, the Senate resumed the debate on the
Motion of the Honourable Senator Connolly, P.C., seconded by the Honourable
“hator Hugessen:

That the Standing Committee on Finance be authorized to examine and
rt upon the expenditures proposed by the Estimates laid before Parlia-
t for the fiscal year ending 31st March, 1965, in advance of the Bills based
N the said Estimates reaching the Senate; and

Tepg
Mep

Yee That the said Committee be empowered to send for persons, papers and
ords,

After debate, and—
The question being put on the motion, it was—
Resolved in the affirmative.”
J. F. MacNEILL,
Clerk of the Senate.

121
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MINUTES OF PROCEEDINGS
TuEespAY, October 13, 1964.

Pursuant to adjournment and notice the Standing Committee on Finance
Met this day at 3.00 p.m.

B Present: The Honourable Senators Leonard (Chairman), Baird, Belisle,
urchill, Croll, Flynn, Gershaw, Haig, Isnor, Lambert, Macdonald (Brantford),
et.hot, O’Leary (Antigonish-Guysborough), Pearson, Pouliot, Reid, Roebuck,

leth (Queens-Shelburne), Taylor (Norfolk), Vaillancourt, Woodrow and
Uzyk.—(22).

4 The Chairman read the Minutes of the meeting of the Steering Committee
fAugust 12, 1964, to the Committee.

After discussion, the recommendations contained therein were agreed upon.

. On Motion of the Honourable Senator Lambert it was RESOLVED to
€port recommending that the Committee be empowered to sit during adjourn-
ents of the Senate, and that Rule 85 be suspended in relation thereto.

On Motion of the Honourable Senator Isnor it was RESOLVED to report

re:()lfgmending that the quorum of the Committee be reduced to seven (7)
Mbers.

The following witness was heard:
Dr. George Davidson, Secretary of the Treasury Board.

£l On Motion of the Honourable Senator Pouliot it was RESOLVED to print
Chan appendix to a future proceeding of the Committee the Organizational
art of the Treasury Board.

at At 5,15 p.m. the Committee adjourned until Tuesday next, October 20,
Co -OQ p.m. unless the Senate should sit on October 19, in which case the
Mmittee would meet a 10.00 a.m.

Attest,

F. A. Jackson,
Clerk of the Committee.
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REPORT

TuESDAY, October 13, 1964.

The Standing Committee on Finance to which was referred the Estimaté
for the fiscal year ending March 31, 1965, reports as follows: '

Your Committee recommends:
1. That its quorum be reduced to seven (7) members.

2. That it be empowered to sit during adjournments of the Senat 8
and that Rule 85 be suspended in relation thereto.

All which is respectfully submitted.

T. D’ARCY LEONARD,
Chairman.
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THE SENATE
STANDING COMMITTEE ON FINANCE

EVIDENCE
OtrtAawA, Tuesday, October 13, 1964.

B The Standing Committee on Finance, to which was referred the Estimates
a‘?% before Parliament for the fiscal year ending 31st March, 1965, met this day
p.m.
Senator T. D’Arcy LEoNARD (Chairman) in the Chair.

The CuamrMAN: Honourable senators, it is 3 o’clock and we have a quorum.
g Our last meeting was held on June 17, and for a number of reasons we
ave not met in the interim. However, the Steering Committee met in August,
and the program agreed upon by the Steering Committee, which I shall run
Tough briefly, was as follows:
First of all, that we should not meet again until the Senate resumed
Tegular sittings. We are now assuming we have resumed regular sittings today.
Secondly, the committee planned eight successive Tuesday morning sittings
10 a.m., contingent upon the Senate meeting on Mondays. Otherwise the
Il'leetings will be held on Tuesday afternoons at 3 p.m., the earliest possible
ate for the first meeting being September 29.
th These are the minutes of the meeting held in August. We assumed then
2 at we would not meet before September 29. We are just two weeks out in
Ur calculation.
Thirdly, with the understanding that the dates be tentative, the following
agenda be adopted:
o On September 29, it was planned to have Dr. George Davidson, Secretary
the Treasury Board, and Mr. G. G. E. Steele, Under Secretary of State,
pear before the committee.
@ On October 6, Dr. Davidson and/or Mr. Steele again to appear before the
OMmittee,
On October 13, Mr. H. R. Balls, Comptroller of the Treasury.
On October 20, Mr. A. M. Henderson, Auditor General.
On October 27, Mr. Henderson again.
On November 3, Mr. R. B. Bryce, Deputy Minister of Finance.
th F ourthly, that any further meetings be held to consider the preparation of
€ report of the committee.
o F%fthly, the Steering Committee recommended that the members of the
Stummlttee be informed of the proposed agenda and that they be requested to
.dY pages 87 to 113 of Volume 1, (Abridged Edition), of the Glassco Com-
1Ssion Report.

On motion of the Hon. Senator Lambert it was resolved to report
recommending that the committee be empowered to sit during adjourn-
ments of the Senate, and that Rule 85 be suspended in relation thereto.

On motion of the Hon. Senator Isnor it was resolved recommending
that the quorum of the committee be reduced to seven (7) members.

for The CrammMan: The program that I have suggested does not need to be
ng Mally adopted by the committee, but is there any discussion as to what we
W plan to do in the way of our meetings and the procedure?
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Today we have present Dr. George Davidson, Secretary of the Treasury
Board. We shall hear from Dr. Davidson again next Tuesday. It may be possiblé
to do some telescoping of these meetings. The procedure that we have beep
faced with over a period now is that the Senate meets every Monday night OF
Tuesday night, and the sittings are finished on Thursday. It is difficult to WOr!{
in any meetings of this committee on either Wednesday or Thursday, and unt
we can be sure of a meeting on Tuesdays then it is going to be difficult t@
work in any additional meetings of the committee, but I think before we aré
through we may have to do that.

Senator Wooprow: Did you mention that the meetings would take place it
the morning?

The CHAIRMAN: If the Senate sat on Monday night then we could sit 0P
Tuesday morning.

Senator Wooprow: At what time?

The CHAIRMAN: Ten o’clock. But, if the Senate is not sitting until Tuesda¥y
evening then the best we can do is to meet on Tuesday afternoon when senators
from Toronto and Montreal will not find it difficult to be present.

Senator Pourior: When the Senate sits on Monday night then this com”
mittee meet on Tuesday morning?

The CHAIRMAN: That is right, at 10 o’clock.

Senator Pourior: And if the Senate sits on Tuesday evening we will sit
at 3 o’clock in the afternoon?

The CuairmAN: Yes, just as today.

Senator PouLior: We have Dr. Davidson for the next two meetings. At the
third meeting the only witness will be Mr. Balls. Then the auditor general W'
take up the next two meetings, and the witness at the sixth meeting will b€
Mr. Bryce. What will be the length of time of each committee sitting?

The CHAIRMAN: I think that is in the hands of the committee. For examplés
Dr. Davidson has some material to put before us. He is going to be subjecte
to questioning and examination, and when we are through with that and W€
have no other witnesses then we are through with our work.

Senator PouLior: But then you have Mr. Steele. Will the same procedur®
be adopted with respect to Mr. Steele as with respect to Dr. Davidson?

The CHAIRMAN: No. Perhaps I should explain that. It is because of the
change in positions. Mr. Steele was the secretary of the Treasury Board whe?
this committee commenced sitting. Dr. Davidson took over from him almost 2
the beginning of our sittings, and they have been throwing the ball one to th_e
other so that we would have the benefit of either of them, or both of them if
they were both available. But, in essence, they constitute one witness, if I €
put it that way.

Senator Pourior: Do you have Mr. Steele in attendance?

The CHAIRMAN: No, he is not here today but he will be with Dr. Davidso?
next week, if it is possible.

Senator Pourror: Then, what about Mr. Allen?

The CrAIRMAN: I think he is ill at the moment, but he is the departrnt—-‘l’l"'fll
official to whom Dr. Davidson or Mr. Steele can turn if they want some add”
tional material.

Senator PouLioT: So you expect to deal with the three of them in two
sittings?

The CHAIRMAN: Yes, but we have already had them for four sittings.

Senator Pourior: Do you expect to complete Mr. Balls’ evidence in oné
sitting? Mr. Bryce is mentioned for one sitting only, and then there are tw
extra meetings.
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The CualRMAN: That is right.

Senator Pourior: Whom do you intend to call at the two extra meetings?
. The CuairMAN: If there is any further material as a result of the other
Sittings of the committee then we have those meetings in which to call witnesses.

Nno other material is needed then there is the question of the report of the

COmmittee, The committee will sit without any witnesses to deal with its report.
Senator Pourior: The committee would sit to discuss its report?
The CuarrmaN: Yes, that is right.
Senator Pourior: Without asking for more witnesses?
The CrarvAN: That is right.
Senator Pourior: You will remember that I gave you a lot of documenta-
concerning the Printing Bureau and the Bureau of Translations?
The CaamrmAN: That is right.
Senator Pourior: That will be postponed until next year?

The CramrmaN: Well, it can be dealt with at any of these meetings, in-

cluding the last two. I have that material in my office, and it has been brought
efore the Steering Committee. The feeling of the Steering Committee was that
€ should continue with our consideration of the report of the Glassco Com-
ISsion, and with the evidence.

Senator Pourror: For me it is immaterial because if it does not come up

ng this session it will next session.

Th The CHAIRMAN: I am in the hands of the committee with respect to that.
o € material is definitely in my hands. It has been brought before the Steering
Ommntee, and it can be placed before this committee at any time. In the
wﬁantime the feeling of the Steering Comrpittee was that we should proceed
re] our consideration of the recommendations of the Glassco Commission in
a_tlon to the estimates, and not get into any departmental business. If we do
sg}? Into the departments we shall find ourselves in a pretty big field, and we
4 all have to make some decisions as to how far we should go. In the mean-
Wi € I would make it perfectly clear that in this program any question dealing
qlth Phe estimates is relevant to the committee’s inquiry. In other words, any
ti‘;estlon that relates to any item in the estimates is relevant in the considera-
N of this committee.
S.enator Pourior: You have to have a bird’s-eye view of the whole out-
In the first place.

The CHAIRMAN: Particularly on these recommendations of the Glassco
OMmission.

Senator PouLior: Concerning finance.
The CHATRMAN: Concerning the estimates.
Senator LamserT: I would suggest that it is not only desirable but possibly
Ssary that the subject matter of any one of these meetings which are sched-
here would be subject to prolongation to another meeting.
The CrarMaN: Absolutely. This is not fixed.
Senator LaMBERT: It is not exhaustive?
The CHAIRMAN: No, it is a program for the consideration of the com-
€e, recommended by the Steering Committee with the idea that we would
Ceed along these lines.
would say also that if there is any question which any member of the

of Ilat.e desires to ask on interim supply bills, and which is.rele\{ant to the w.ork

5 1S committee, and we have dealt with such questions in our previous
t Stings, and if those questions are not answered on an interim supply bill,
We should have the evidence before this committee that deals with those

Westiong,

tion
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Senator PouLior: It is not your intention to finish any item before i_'ﬁ 15
completed? That is, it is not your intention to finish with it until the question”
ing is completed?

The CHAIRMAN: I think that is a fair statement, Senator Pouliot. I hav®
also said that we have one main job; that is, what does this committee th
about the Glassco Commission recommendations with respect to the form, t
presentation and the preparation of the estimates?

Senator PouLrtot: If I ask a question of Dr. Davidson and he cannot answer
now, it will certainly be postponed until the next sitting?

The CHAIRMAN: That is right. There will be no closure. Is there any further
discussion?

Shall I ask Dr. Davidson, then, to proceed, to take up his evidence fro®
where we last left him?

Hon. SENATORS: Agreed.

Dr. George F. Davidson, Secretary, Treasury Board: Mr. Chairman, I am greaﬂy
heartened by the last question put by Senator Pouliot, because I think it can
very well happen that one or other of the senators may find himself mO"ed
to ask me a question that I cannot answer; and I would not like to have thi
record left at that point, if there is a chance that by the next meeting
can find the right answer to give.

I must express my regret also that at this meeting I am left alone to carty
the ball, having been abandoned by Mr. Steele and Mr. Allen. Mr. Alle?
unfortunately is ill at home with a quite severe attack of flu. Mr. Steel®
having helped me through the initial weeks and months when I was before thi
committee as the newly appointed Secretary of the Treasury Board, now h
come to the conclusion that I should be able to stand or fall by myself, haV1ng
had five months on the job. Consequently he has asked me if I would car
on in his stead and discuss some of the matters relating to the implementatlor;
of the Glassco Commission’s report which were active at the time he lef
the Treasury Board. He has asked if I would take on those bits of s
evidence and carry them through with the Finance Committee of the Senaté;
Consequently I am going to endeavour to deal with the subjects which, as
our last meeting in June, it was announced that Mr. Steele would endeavo
to deal with in my place.

It may be a little difficult to recapture all of the atmosphere in W
the discussions took place in this committee during the meetings we held 128
June. I would like quickly to re-establish a point of departure, if I may,

reminding you that we were concerned at that time primarily with the cor” .

cepts developed by the Glassco Commission’s report on financial managemen'
This is the second of the 24 reports appearing in the series published um =
the auspices of the Glassco Commission.

The Glassco Commission’s report presented to the Government for cor,
sideration some 27 separate recommendations, which are set out in the pages %
the commission’s report to which the chairman made reference earlier b
afternoon. Some of those recommendations have to do with the form &%
manner in which expenditure estimates should be presented to Parliame?
for the purpose of giving Parliament a clear and coherent picture of what
is that the various departments propose to spend money on. Others of thf’
recommendations had to do with what you might call internal administra“,e
arrangements, what should be the relationships between the central agenc:di
of control and management, such as the Treasury Board, acting on peb 4
of the cabinet, and the departments—for example, to what extent sho
decision making in broad policy areas be that of the department, and to W
extent should it be that of the central management agency?

s€
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4 The same is true of the more detailed individualized decisions that have
tf) be made somewhere along the line in the course of the day-to-day administra-
on of any program.
Senator Pourior: Dr. Davidson, you spoke of 27 special recommendations
of the Glassco Commission?
Dr. Davipson: That is correct.
it Senator PouLrior: And you are to give explanations about it now. I wonder
You would mention one recommendation, what has been recommended by
" € Glassco Commission, and then mention your observations on the matter,
O that we would know what they have said and what you can tell us by
Way of explaining the position of the Government. Do you understand?
Dr. Davipson: Yes sir.
i Senator Pourior: I have the Glassco Commission report upstairs but it
S 50 bulky I did not bring it. If you can proceed in that way, and if it is
€ pleasure of the committee too, we would be in a position to understand
Your remarks much better.

i Dr. Davipson: Yes, sir. Mr. Chairman, Senator Pouliot may recall that
% Some of the earlier meetings of this committee I did discuss certain of the
Commendations of the Glassco Commission, notably those which had already
SEen announced as approved in principle by the Government. I referred to
tﬁme of the recommendations which are actually being implemented, such as
at the number of votes in the estimates be reduced, and that a greater
Egr?e of decentralization of authority be given to the departments to
Minister and manage their own financial affairs. I will be referring to some
; these by illustration in the course of my remarks. However, since I want
tz Say something this afternoon about the four financial management surveys
at have been carried on in four separate departments of Government, to
qd out the extent of which it is practicable to implement the Glassco Com-
mlSSiOn recommendations as a whole in the individual departments, I think
Would be more useful if I merely use certain illustrations as I go along,
father than try to deal with each one of the 27 recommendations seriatim.

Senator Pourior: There is just one question before you start. Is the
?gministration of each one of the departments or crown companies similar to
at of the others?
Dr. Davipson: Far from it. Mr. Chairman, there are very substantial
rences.
Senator Pourior: There is no uniformity?
Sub Dr. Davmoson: There is no necessary uniformity. There is in particular a
Stantial degree of difference between the administration of crown com-
anies and the administration of individual departments.

Senator Pourror: It makes your task much more difficult.

mj Dr. DavipsoN: That is correct. One of the things which the Glassco Com-
Sslon js endeavouring to establish is a base of consistent principles from
Ich the central management authority—namely, the Government, the cabinet
i the Treasury Board—may operate with respect to the different depart-
Weﬁts and agencies of the Government. As the member_s of the Senate are
Yog aware, particularly with respect to crown corporations, but even with
eDect to the various departments of Government, these agencies and depart-
c()rllts hgve come into existence at wvarious peri.ods of time. The.crown
Staporatlons have been established by acts of Parliament passgd at different
u i&fﬁs Of the evolution of the Government of Canada fmd .there is no necessary
estagl‘_mlfcy or consistency in the details of the leglslatlor.i that was passed
of hShmg the several departments or crown corporations in the Government
dhada. Since Parliament, in passing, for example, the National Film Board

diffe
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Act or the Central Mortgage and Housing legislation or the Department of
National Health and Welfare Act, makes different provisions in the text of the
legislation itself, it is understandable that there will not be complete uniformity
in the structure or the organization of the administration of these sever
departments. What we are trying to do here, Senator Pouliot and gentlemen, is
to develop some common principles by Whlch we can be guided in our financk
management of the affairs of these different organizations, even though their
outward form and structure will be somewhat different.

Senator PouLioT: There is one thing I do not understand. You have 1#
each department and in the crown companies chief treasury officers who aré
under the Comptroller of the Treasury.

Dr. DavipsoN: Not in the crown corporations. This is a very good illustra”
tion of the point I am trying to make. In the departments of Government ther®
is centralized accounting and pre-audit and commitment control establishé
through the central office of the Comptroller of the Treasury, who has his
staff units established in each department, and exercises central control. B¢
that is not the case in all crown corporations, some of which have comple te
independence so far as their financial affairs are concerned, and which aré
not subject in any way to the control or supervision of the Comptroller of theé
Treasury.

Senator PouLior: But treasury officers must receive the same instruction®
from the Comptroller of the Treasury, I presume?

Dr. Davinpson: The departmental treasury officers are the employees of
the— :

Senator PouLrioT: But they must receive the same instructions from him
concerning their duties?

Dr. Davipson: Oh, yes.

Senator PouLioT: And there should be no difference between the instru¢’
tions applicable to the Department of Public Works or to the Department ©
Northern Affairs and National Ressources?

Dr. Davipson: In broad terms, that is correct as far as various depar’cmen'cs
are concerned; but there are crown corporations with varying degrees ©
independence.

Senator PouLior: I am not speaking of crown corporations, for the mo”
ment, but of the departments.

Dr. Davipson: Well, that is quite correct. At the present time the ComP~
troller of the Treasury does have units established in each of the departments
of Government, each one of which is responsible to him for carrying out f
duties he is responsible for carrying out under the Financial Administratio®
Act.

Mr. Chairman, I was saying, before Senator Pouliot raised this question’
that a certain number of these specific Glassco recommendations have to
with the form and manner in which the annual estimates are presented
Parliament. Others have to do with the financial affaires of the departments, 8
the question, which I mentioned earlier, of the degree of responsibility invest ted
in the central management agency and in the several departments to admlnlsf’e
the financial affairs of the department. Others of these recommendations hav®
to do with what you might call the aftermath of expenditure, the role of th
Public Accounts document in reflecting accurately the expenditure patterns 5
the Government through the year that is the subject of the Public Accou?
report. Here we have, therefore, a continuous picture, dealt with in the Glass¢
Commission’s report, of the various stages through which financial manag®”
ment goes, from the early planning of expenditures right through to
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Stage when the final accounting of the expenditures is made in the report of
€ Auditor General.
In order to illustrate the detailed phases through which the process of
ﬁnancial management has to pass, I have jotted down a sequence of stages I
Would like to read into the record so that the members of the committee will
preciate the different stages that have to be followed through in examining
€ total financial management policies and procedures of the Government,
taken a5 a whole.
First of all, we have in the period of the year through which we have just
pasSEd~July, August and September—a period devoted to the assembly of
formation and planning of estimates requirements for the year ahead by the
eI?éll“cments and by the various branches and divisions of the departments.
U8 planning of next year’s expenditure requirements takes place at a point in
Ime which is anywhere from 9 to 21 months in advance of the time when the
dolliars that they are asking for will have to be spent—because it is at the
teglnning of July in one year that the process of developing plans and expendi-
Ure requirements for the ensuing fiscal year is first set in motion.
After the assembly and planning of expenditure requirements in the
artments, there follows a series of meetings between the departmental offi-
Yals ang the Treasury Board staff, at the staff level. The purpose of these
2 Cetings is, first of all, to examine the elements of the planned departmental
Xpenditure for the year ahead, and to find out where by common agreement
oh Ong the staffs concerned, as distincet from the ministers concerned, possible
anges and alterations, and, hopefully, some reductions can be made in the
Stimates as originally developed by the departments. This series of encounters
te,tWeen the Treasury Board staff and the departmental staffs is due to begin
1S year about October 22, and will last through to December 1, a five- or six-
Befzk period. Our task will be to examine at the staff level between Treasury
%ard staff and departmental staffs, all of the expenditure proposals and plans
hey will be made to the Terasury Board for the ensuing year.
Ve It is following that period, and during the last few weeks of each calendar
eh?f\beginning, let us say, the first week in December and extending to the
Yo of December—that the ministers qf the Treasury Board meet with the va-
Staus _departmental ministers and their supporting staffs to resolve any out-
endlng differences as to what should go into the estimates for a particulax:
thgartment. The ministers of the Treasury Board will normally deal only with
i S€ problems which remain unresolved after the two staffs have met and
'8d to work out most of the difficulties.
4 Once the Treasury Board has approved of the estimates of the various
Partments and agencies for the next year, the process of printing the blue
estimates is then undertaken. This usually takes place early in January in
apc calendar year. Following that, the estimates are presented to Parliament,
ofprOVed by Parliament, and sometimes that approval takes the better part
2 year and requires the furnishing of interim supply from time to time as
t Means of keeping things going while Parliament is considering approval of
€ estimates.

Senator HAIG: Why in interim supply do you ask for one-twelfth or two-
fthS, or sometimes the full amount of the estimates? Who decides that?

sayj Dr. Davson: May I just correct Senator Haig on one minor point, by

dle éng that we never request the full amoun_t. Thgre may be a request.u.p to

thaﬁen%welfths. However, the assurance is invariably given by the mlmst:er

be there will be a nominal amount left in the vote so that there can still
debate on that vote at a later stage in the year.

BOar N every occasion when an interim supply bill is rgquired, our Treasury

thatc-l staff is required to get in touch by telephone with every department
1S affected by the votes that appear in the book of estimates; and we

d.ep
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obtain from these individual departments any special statement of requiré-
ments that they have to make as to why they need more than the one-twelfth
or two-twelfths, whatever the pro rata amount is in respect to any vote.

I can illustrate the problem best by referring to, say, the Department ©
Mines and Technical Surveys, which sends out geological survey parties into
the north, and perhaps spends during the summer months 90 per cent of its
total funds in certain votes relating to the geological survey.

Now, they have to take advantage of the summer weather to carry out
the work that cannot be done in wintertime. If we were restricted to asking
Parliament for one-twelfth or two-twelfths, the geological survey could not b€
done during those summer months.

There are certain other votes relating to agriculture, where perhaps the
largest part of the entire amount is required to be appropriated by Parliament
in this particular period of the year.

For that reason, you will find in each interim supply bill certain schedules
which indicate that for certain votes listed there may be required an .extrd
month’s supply or even, in some cases, an extra three or four months’ supply-
However, I can assure you that there is never an item included in interim
supply for more than the normal amount of one-twelfth or two-twelfths
unless we at the Treasury Board staff level have crossexamined. departmenta
officials and obliged them to satisfy us that they have a valid reason for asking
for the additional amount, a reason which we are prepared to defend whenl
we present it to the Treasury Board, and which we think the ministers aré
in a good position to defend when they ask Parliament to pass these extrd
amounts.

Senator IsNOR: Could there be any objection to cutting down the dis-
cussion and asking for four-four, or three and one?

Dr. DavipsoN: A four months supply?
Senator ISNOR: Yes.

Dr. DavipsoN: I can assure you, Senator, there would be no objection $9
far as the departmental officials are concerned.

Senator IsNor: Don’t you think it would save a lot of time?

Dr. DavipsoN: That is a matter of judgment and opinion, senator. On€
never knows whether these interim supply bills, based on one month or threé
months will save time or take additional time to get through. It depends 0%
the mood of the members of the house, and the Senate, and we don’t preten
always to be experts in assessing those moods. But certainly from the point of
view of the departmental management or the Treasury Board officials, it WOuld
be much more satisfactory to be able to have a quarter or one-third of th€
annual estimates voted periodically on an interim supply basis. g

Assuming we do get approval of the estimates by Parliament—and thiS
in theory but not always in practice, takes place prior to April 1, the beginni®
of the new fiscal year—then, the moneys having been voted by Parliament, ﬂ}
problem becomes one of managing and controlling during the year the expendl'
tures for which authority has been granted by Parliament. This is a respo?”
sibility which is shared between departmental management and the Treasur,y
Board, because, as honourable senators know, when supply is granted th
does not mean the money is voted for the use of the individual departme?
in whose name the item stands in the estimates. This is supply that is VO'Ced
to Her Majesty the Queen in the Right of Canada for the carrying on of t
affairs of government, and it is to the central authority these funds ar
voted and, therefore, the central authority still has the responsibility f‘ol'
ensuring that the departmental expenditures are carried on in conformlty
with the wishes of Parliament and within the framework of the wishes 2%
judgment of the executive authority.
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During this period in which there is responsibility for managing and con-
ing expenditures that have been approved by Parliament, there is also
eee l?roblem of who does what, and whose responsibility it is to carry on
Tlain of the functions relating to financial management and financial control.
erg we have the departmental responsibility, on the one hand, for actually
Ministering the program and using the financial resources voted by Parlia-
arent to administer the program. Along with this we have, under the present
Ofrtangement, the Financial Administration Act which requires the Comptroller
E 111}1(:1 Ereasury to pre-audit all the expenditures which the department proposes
e.
Further to that, in certain policy areas and also, I have to add in a great
:)Téany of the detailed decision-making areas, we have to consider the role
of the Treasury Board, which functions, in effect, as the Finance Committee-
.the Cabinet. The Treasury Board has certain responsibilities for laying down
DI‘mCiDIes or guide lines of policy for the guidance of departments in the
D}l{penditures they are making after Parliament has approved these expenditure
maps. We have also the problem of accounting for these expenditures in the
Alntenance of the books of account and in the reports that are presented both
€ executive authority and to Parliament with respect to how these accounts
Ve been managed, and how the expenditures of the various departments
dgencies have been carried out in the course of the year.
Finally, of course, we have the report of the Auditor General which is the
4 » One might say, “post mortem” on the actions of the departments in the
Iying out of their program as far as financial management is concerned.
Senator Pourtor: This is the work of your personnel, of your staff?
to TDI‘. Davipson: Some of this is, Senator Pouliot. But, of course, when I refer
the I,'I?asury Board I am referring to the committee of ministers as distinct from
‘ireasury Board staff.
Senator Pourior: What is the size of the personnel of the Treasury Board?

im D}‘- Davipson: The establishment of the Treasury Board at the present
€ is some 177.

enSenator PouLior: Are they studying the management of all the depart-

ment?) or are there some of your staff who are attached to some of the depart-

troly

basisDr' Davipson: No, the Treasury Board staff is not organized on the same
of th as the Comptrolle? of t_he Treasury’s staff, fgr example. The Comptroller
We € Treasurer’s staff is assigned to and located in each department it serves.
> On the other hand, operate as a central group and while various of my

ce}"s carry particular responsibility for knowing the program and the ex-
epaltln"e requirements of individual departments, they are carrying that
,nentrtment as a portfolio rather than being located physically in the depart-

Senator Pourtor: How is the work amongst the members of your staft?
threfr' ]?AVIDSON: Ehe ’I.‘reasury Board staff,. Mr.‘C.h‘airman, is divided into
Whichmam gr.oups. One is the p(?rsonnel pohcy d1_w'51on of Treasury Bogrd,

deals with all personnel policy questions requiring the board’s attention.

Sehator Pourior: The civil servants of each department?

Dr. Davipson: Yes, and also the prevailing rates employees and other
Aet? O¥ees who are not civil servants within the meaning of the Civil Service

Senator PouLior: They are temporary?
i§ a r: Davipson: Prevailing rates or otherwise specially employed. There
Wide variety of questions affecting personnel policy, affecting not only
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civil servants but a great many other employees who do not come under the
Civil Service Act. 3

Senator Pourror: What you mean by “personnel policy” is mostly salaries*

Dr. DavipsoN: Salaries, working conditions—

Senator PourioT: And working conditions too?

Dr. Davipson: Yes, and what we call, establishment problems: the numb,ers
of personnel required by each department, hours of work, problems relating
to leave, and so on. There are many problems in the personnel policy fiel
that are not the responsibility of the Civil Service Commission, and theré
come partly or wholly under the responsibility of Treasury Board. This 1
one division of the Treasury Board which has a substantial proportion ©
my staff attached to it. ;

There is a second division called the Program Analysis Division. This 15
the division of the Treasury Board staff which has attached to it officers eac
one of whom has the special responsibility for knowing of the problems am
difficulties arising in those departments of government which are assigné
to him. He may have assigned to him, for example, the Department of Min€s
and Technical Surveys. He may have assigned to him other departments, su¢
as Health and Welfare or Veterans Affairs. One officer might be carrying tW
or three departments. Any problems that come up from that department, and
any submissions from that department requesting authority from Treasur
Board are examined by that officer, who is in constant touch by telephone
or otherwise with key officers of the department for which he takes the I¢”
sponsibility. He examines and furnishes advice to me and my colleagues
respect of matters affecting his particular department and those matters aré
then reported to the Treasury Board minutes for decision.

Senator Pourior: You have a chart of the Treasury Board?

Dr. Davipson: Yes.

Senator Pourior: Were you asked to table it?

The CHAIRMAN: I do not think it has been tabled Senator Pouliot.

Dr. Davipson: I will be very glad to table it, if that is the wish of theé
committee, Mr. Chairman. :

Senator Pourior: When would it be possible to have it published with
the report of this committee, as an annex?

The CHAIRMAN: We will have it published as an appendix to our Pro”
ceedings when available. Is that what you request?

Senator PouUuLIoT: Please.

The CHAIRMAN: Is that agreeable?

Hon. SENATORS: Agreed. o

On motion of the Hon. Senator Pouliot it was resolved to P_rlrl
as an appendix to a future proceeding of the committee the organlza’
tional chart of the Treasury Board.

e

Senator REID: At what stage does a member of the Cabinet explain What
is the demand of the department?

Dr. Davipson: At what stage, senator?

Senator REip: At what point does the Cabinet minister come?

Dr. DavipsoN: Come before the Treasury Board?

Senator REID: Yes.

Dr. DavipsoN: That is usually in the month of December.

Senator REID: They are usually called before the Treasury Board Lo
explain?
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Dr. Davipson: Yes. Between October 22 and the first week of December
We will be holding discussions on the staff level, with the Treasury Board
Staff sitting down with each group of departmental officials and trying to iron
Out most of the differences and to narrow the gap between the money they
W?nt and what we think, at staff level, they should be expected to get along
With, Following that there are meetings scheduled with the ministers of the
€partments, and they come before the Treasury Board supported by their
OfHCials, and we then make a presentation, in their presence, to the ministers
Of the Treasury Board raising issues we have not been able to resolve satis-
actorily ourselves. The department, through its minister, has the opportunity
‘ ?0 give to the Treasury Board direct the reasons why they think this money
Is required; and the Treasury Board ministers then have to decide whether

€y are going to give into their colleague’s demands or whether they are

80ing to maintain the position that the Treasury Board staff has recommended
they take in the matter.

Senator PouLioT: The chart shows the hierarchy of your establishment?

Dr. Davipson: The chart will be an organizational chart.

Senator PouLIoT: It comes from the Minister of Finance, up?

Dr. Davipson: Down.

Senator Pourior: And other ministers?

Dr. Davipson: Legally, at the present moment—

_Senator Pourior: I do not mean to interrupt, but you are under the
®abinet of the ministers?
Dr. Davipson: Legally, the Treasury Board staff is part of the Department
inance at the moment.
N Senator Pourior: But you have several heads, all the ministers who
Orm the Treasury Board?

Dr. Davipson: That is correct.

B Senator PourioT: They are all on top. It is not only the Minister of
alllnance, but all the ministers who make up the Treasury Board. They are
on top.

i Dr. Davipson: The correct way of putting it is that the Treasury Board

: 2 committee of the Queen’s Privy Council, but the staff is part and parcel
t, t_he present time of the Department of Finance. If you ask me who my
WMister is at the moment it is the Minister of Finance.

of thSenat_ox.' POULIOT': But it is the assoc@a_tion of ministers—the associates

Whene M1n1§tgr qf Finance who make decisions f(_)r 'the Treasury Board. So
a decision is made by the Treasury Board it is not made by you but

the group of ministers.

Dr. Davipson: That is correct.

Senator Pourior: On your recommendation.

Dr. Davipson: It may not always be consistent with my recommendation.

Senator PouLioT: They may not agree with your decision.

Dr. Davipson: But the decisions of the Treasury Board are the decisions

he ministers presided over by the Minister of Finance who is Chairman of

reasury Board at the present time.

Senator PourioT: And it puts the ministers at the top.

Dr. Davipson: I can prepare a chart in such a way that it will show this.

Senator Pourior: And then the staff under you?

Fin Dr, Davipson: I would have to say that the staff is under the Minister of
ANce,

2094&2

of p

of
tt



136 STANDING COMMITTEE

Senator PouLioT: But you would have to mention the other cabinet min-
isters?

Dr. Davipson: Correct, but we are attached to the Department of Financé
for administrative purposes, though we serve the committee of ministers
which comprises the Treasury Board.

Senator BURCHILL: Is every item of expenditure in every department
brought forward for approval by the Treasury Board?

Dr. DavipsoN: Yes. But that does not mean, Senator Burchill, that every
item is examined individually by the ministers on the Treasury Board becausé
if that were necessary it would require an endless number of meetings. It is
necessary because of the sheer size of the estimates to bring to the attentio?
of the ministers only-those unresolved issues which remain after the Treasury
Board staff has gone after the departmental officials and threshed out most ©
the less important points of conflict.

Senator Pourior: You would not give them routine matters to consider?

Dr. Davipson: That is correct.

Senator PouLior: The routine matters are not submitted to the Treasury
Board.

Dr. Davipson: I would like to be able to say truthfully that that is the
case, but I have to state, since there are some senators present who were them”
selves once ministers, that a great number of routine matters do go to the
Treasury Board. They are dealt with routinely, but it is unfortunately made
necessary, by the provisions of a great many of the acts on the statute book®
to have certain rather insignificant questions decided by the Governor in
Council or by the Treasury Board.

Senator PouLioT: Do statutory expenditures go to the Treasury Board?

Dr. DavipsoN: Yes. That is insofar as the estimating of amounts is neces”
sary. For example in estimating next year’s requirements for family allowance®
to be printed in the bluebook, the Treasury Board have to take a look at th2
and say “Yes, we think that is a reasonable amount to appear in the esti~
mates.”

Senator PouLioT: But salaries established by statute—there is no reaso?
to send them?

Dr. DavipsoN: They are included for the sake of the record but they aré
not subject to Treasury Board decision.

Senator SMITH (Queens-Shelburne): I should like to ask Dr. Davidso?
one short question. In your experience as a deputy minister and as Treasur
Board secretary, do the meetings between the staffs of a particular departme?
of Government and the staff of the Treasury Board generally result in d
grinding down or reducing of overall expenditure because the Treasury Boar
finds lack of reasons for including certain items in the estimates, or are the
watched to make sure that unnecessary sums are not included?

Dr. Davipson: There is a substantial amount of elimination.

Senator TAYLOR (Norfolk): You try to find the items once or twicé i.
year which you are convinced could wait? Is this an important function o
Government, this action of the Treasury Board?

Dr. Davipson: It is an important part of the process of expenditure con”
trol. To give an example, at the early stages, and in advance of the followil
year’s actual expenditure program, we see what the plans and programs ©
department as formulated by them, amount to. These plans are examlne j
in what I would not call more objective terms without saying also less sy nS
pathetic terms, by the Treasury Board staff who will ask a variety of quesﬂo
as to whether cabinet authority for certain particular items included has be
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°btained, or whether this particular project and that expenditure program

Should be included in the estimates. If there has been no specific cabinet au-
hority given, we will probably say ‘“We think you will have to take this out

of the estimates until such time as cabinet approval is obtained.” We may

Undertake an examination as to the numbers of staff which the departmental

Officials think may be required to carry out a new program of expenditure;

and we may bring pressure on them to reduce their estimates of staff require-

Ments, We may examine more closely the financial requirements, even if we

accept the fact that the department may need a certain number of staff, because
€ may ask them to examine more realistically the rate at which they will
€ able to recruit the staff even after they have got the authority. This may

'esult in the maintenance of the number of staff positions they have asked
OC but a reduction in the dollar requirements for those positions during that

Particular fiscal year. In a variety of ways, of which I have given three illustra-
lons, there is a process of boiling down or squeezing the water, if there is any

Water, out of the original estimates as formulated by the department. It might
€, for example, that the Department of Citizenship and Immigration would
lke tq open one or two new citizenship courts or that the Department of Ex-
€rnal Affairs might feel it wise to open up one or two new missions. We do not

Usua]ly accept those as valid for inclusion in the estimates unless there has
€en some form of cabinet approvals which indicates that the cabinet has

Otmally approved the proposal to open up such a court, or such a mission

a country where there has not been one before.

Senator PourIioT: Does it happen that the deputy minister makes a recom-
endation or a requisition for $10 million and the Treasury Board itself would
ant to reduce it by one-quarter to $7% million? What do you do in those cir-
Umstances? You have a conference with officials of the particular department

you see what can be done and what reduction you can make in order to

hieve that decrease in the estimate of that department?

§ Dr. Davipson: Before such a request is made by a deputy minister it must
ISt be endorsed and submitted by his minister, after which it is examined by
€ Treasury Board staff. It is examined very closely. We do not take the
e?POnsibility at the staff level of making the reduction unless the deputy
Mister himself agrees to our doing so. If we cannot reach agreement with the
€Puty minister on a smaller sum that we can recommend, or if we are not

Urselyes convinced that the sum is required and can be approved in principle

tﬁr this purpose, we will put a recommendation to the Treasury Board stating
at in our judgment the full amount requested is not required and that a

Ser amount will suffice for the purpose. The Treasury Board must then take

€ DPosition that they are or are not prepared to go beyond a certain amount.

Senator Pourior: Now, I have one last question to ask you. Are the
uréla}iss submitted to the Treasury Board before they go to the Privy
C117?
Dr. Davipson: Yes, sir.
th, Se_nator PouLIOT: Sometimes are there estimates that have been passed by
rivy Council but which are referred to you?
Dr. Davmson: Not to my knowledge, sir.
Senator Pourior: The first step is the Treasury Board?
Dr. Davipson: That is correct.
be, Senator Pourior: And they reach the Privy Council only after they have
1 screened by the Treasury Board?
t Dr. Davipson: You are referring to the annual estimates as conﬁained
& lrna‘cely in the Blue Book here? These expenditure proposals are reviewed,
samined and to all intents and purposes decided upon by the ministers acting

A tI‘easury board, but before the book is printed Treasury Board makes a
209465y
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report to the Cabinet and says, in effect: “We have examined the departmenfal
requirements for the next fiscal year, and here, in our opinion, are the €%~
penditures required to carry on the business of government for the neX¥
fiscal year”.

Senator Pourror: Does it happen that some curtailments are made by the
Privy Council?

Dr. Davipson: I have never been through this part of the exercise myself,
Senator Pouliot and, therefore, I cannot state with any certainty.

Senator PouLIOT: You have not checked it?

Dr. DavipsoN: I have never checked it, but I do know it is possible ?t
that stage for any minister who feels that he has not been dealt with 1
accordance with his department’s requirements by the Treasury Board 0
raise the matter again in Cabinet. It is always open to him to raise in Cabin€
his claimed need for more funds than the Treasury Board may have give?
him.

Senator PouLIOT: Do they say: “We will stop it for this year, but we will
see what we can do next year”?

Dr. DAvIDSON: The Cabinet has the final decision. All decisions of theé
Treasury Board are subject to review by the Governor in Council.

Senator LAMBERT: Does not all this boil down to the relationship betwee?
the minister and his deputy?

Dr. DavipsoN: The estimates have to be signed, Senator Lambert, by the
minister before they are receivable by the Treasury Board.

Senator LAMBERT: Very well; we have in those estimates every year, I
think, items that reflect the carryover from the estimates into the subseque?
year. In other words, this happens when the estimate has not been quite on
the mark.

Dr. DavipsoN: That is right.

Senator LAMBERT: Is that not a matter of close and analytical contact
between the minister and his deputy and those in his department who prepare
the estimates for that department before they go to Treasury Board?

Dr. DavipsonN: That is correct.

Senator LAMBERT: Then my observation is that there is in some de- _

partments not quite as strict a supervision in the beginning as there is
some of the other departments?
Dr. DavIpsON: That I am sure would be true of any group of departments™
Senator LAMBERT: All right; then, the Treasury Board comes into th,ls
and it may make recommendations which the minister has agreed to &
relation to the estimates that his deputy and the other members of his sta
have recommended?

Dr. DavipsoN: That is right.

Senator LAMBERT: Then, does he accept the Treasury Board’s overricllrlg
his recommendation?

Dr. DavipsoN: The decision of the Treasury Board is, of course, final
to what goes into the Blue Book of estimates, unless the minister feels 5 y
strongly about the matter that he decides in effect to appeal the decision of
Treasury Board to the full Cabinet. 4

I told Senator Pouliot that I had not enough experience in Treasury Boai},
to know how this works, but I can say that in the 20 years I was a dept
minister—the permanent Civil Service head of a department—I never kneé
of a single instance in which my minister, after having had his day in Couhe
with Treasury Board, felt justified in appealing to the full Cabinet over t
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heads of his Treasury Board colleagues in order to get more funds than the
Teasury Board had approved for him.

Senator PourioT: But it could be done?

Dr. Davipson: Yes, in theory it could be done, but I do not know what
Teception the minister would get at the Cabinet level.

Senator LAMBERT: The secretary of the Treasury Board requires a high
degree of omniscience.

. The CuamrmaN: Dr. Davidson, in the procedure that you have outlined,
Cither by the staff of the Treasury Board or by the Treasury: Board itself,
°°}181deration is not given as to whether the over-all figure of all expenditures
Will produce such a deficit or such a surplus in relation to the revenues so
at some change may be brought about in the overall total amount of ex-
Penditures? Am I correct in my assumption that this kind of analysis or con-
Slderation of the estimates does not take place in the proceedings through
€ staff of the Treasury Board or through the proceedings of the Treasury
Oard itself, but if there is to be any consideration of an overall reduction
T a possible increase in the expenditures by reason of the total overall deficit
I surplus of the government’s revenues, that that consideration would take
ace only in Cabinet after the Treasury Board has dealt with it?
t Dr. Davipson: That is not quite correct, Mr. Chairman. I have described
€ process of planning and developing and analyzing and approving the
SStimates as the basic process, but I have to add that in recent years, partic-
arly as we have been endeavouring to look a bit further ahead into the
Uture than merely on a year-to-year basis, we have been endeavouring to
aft from departments what we call forward forecasts. We ask the department
. the time it is presenting its estimates to us to give us not only its firm
tﬁqulrements for 1965-66 but an expenditure forecast, on the basis of all
€y know about their present programs, of what they will carry forward as
a(i)quil‘ements into 1966-67 and even into 1967-68. So, we are beginning to be
le to0 see two years ahead, not with the same degree of accuracy as we can
SsjeSS the estimates requirements for next year—because a great many new re-
Ulrements are going to emerge and some are going to disappear—but at least
he have some idea of the size and shape of the future expenditure pattern of
€ Government taken as a whole two years ahead.
In the course of each year, in May or June, there is usually a supple-
n.lentary set of estimates presented to Parliament for approval, and at that
€ we ask the departments to up-date their expenditure forecasts so that
€ can have a second review each year of the three-year forecast that we have
tablished,
Senator Pourior: Would it be possible to do enough planning so that we
dispense with the supplementaries?

thatpr' Davipson: I would doubt it, Senator Pouliot. I would doubt very much

{5 1t would be possible to achieve a result where you could foresee and
ecEl.s'c and obtain advance decisions on every matter that is likely to require
€cision in the course of the year.

Senator PouLior: Now, Mr. Davidson—
k. Dr. Davipson: Could I just continue, Senator Pouliot, because I think this
S Some significance for the members of the committee.

Senator Pourior: Yes.

Ve Dr, Davipson: We have, on the basis that I have just explained, the two-
' forward forecast revised at six-monthly intervals. On the basis of that,
Presented this year to the Cabinet, even before our discussions with the
dit artments commenced, a report containing our projection of the likely expen-
e requirements of the Government for the year 1965-66. That was so far

€5
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as we could foresee in June of this year. We said, in effect, to the ministers
of the Treasury Board and to the Cabinet: “On the basis of what we knoW
now we think that we have a reasonably good chance of containing ﬂ_‘e
expenditures of departments and agencies of Government in 1965-66 withi?
the figure that we have stated in our Cabinet paper,” which figure, for reason®
you understand, I am not at liberty to state to this committee. However, We
did specify a figure which we thought could be set as the target within which
we should endeavour to keep our expenditure program for next year.

This was examined and revised, I might say, by the ministers and give?
to us as a general target which we are now endeavouring to achieve. Theré-
fore, when we approach each department, while we have no individual target
for that department, we are operating against a general target, and we try
to keep the total volume of governmental expenditures next year as chargeab,le
to current revenues within the target fisure. Whether we succeed or fail
this is something we cannot tell you now because we do not know ourselves

Senator Pourior: Dr. Davidson, with regard to all estimates, in the ﬁf?t |
place they are suggestions, I shall say, by the chiefs of the branches to thelr
deputy ministers? Then the deputy minister puts the whole thing together
and submits it to the minister and if the minister approves, and only if D¢
approves, it goes to the Treasury Board, and if the Treasury Board approve®
and only if the Treasury Board approves, it goes to the Privy Council.

Dr. DavipsoN: That is correct.

Senator FLyNN: I think he can appeal to the Privy Council, even if the
Treasury Board says no.

Dr. Davipson: Yes. The Treasury Board submits the report to the cabinet‘
Mind you the staff has to prepare that report and submit it to the minister®
of the Board for approval. They might change it and revise it, but they finally
authorize the report to go from the Board—not from the staff—to the fu
cabinet.

Senator Pouliot was asking a question, is it possible to visualize a futufg
year in which, because of more sophisticated methods of forecasting, we cou
anticipate all the possible expenditures and not require supplementary es;
timates. The answer to that is yes, if you give us a fund of $50 million or $7 @
million, without any strings on it as to how it shall be spent. There are alWayd
unforeseen and unforeseeable questions arising. Might I just illustrate. We ha
a drought situation in the prairie provinces this summer, which we had no
means of forecasting when the Department of Agriculture estimates Were
prepared a year ago. The cabinet takes account of this, decides in the 00111:51
of the year that there is a situation there which requires some kind of financi?
help to be given in terms of assistance in transporting fodder into the droug
area. And that authority is granted for that purpose. This money may be take g
for the time being out of a vote for Miscellaneous and Unforeseen Expendi’ﬁ‘lree
which appears in the Department of Finance estimates each year, but 5
terms of this vote require the Department of Agriculture to come later in tl;ln
year to Parliament and have that money voted as a supplementary item
the usual way; and then that money is reimbursed to the Miscellaneous an.s
Unforeseen Expenditures vote in the Department of Finance estimates. S0 -
is really a revolving fund that we use.

Senator SmiTH (Queens-Shelburne): How much is that fund?

Dr. Davipson: I will tell you in a moment. It is vote 15.

Senator LAMBERT: The extent to which that fund is drawn upon i
final analysis is dependent upon the local organization in the municipa
and the provinces that check those claims, as I understand it? ’

Dr. DavipsoN: Not in this particular situation, because this again in tf;t
case I have cited depends on the actual expenditures which the Governm®

n the
1ities
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Meurred in transporting fodder into that area. But this Contingencies vote
fan also be used for other purposes. For example, we conduct a cycle of pay
Yeviews, with different groups of Civil Service employees having their pay
feviewed at different periods of the cycle. In the middle of this year, in August
Of this year, we had a review for what we call group B, the administrative
Clerical and other employees, about 73,000. This review or decision as to the
€xtent to which their salary rates should be adjusted was based upon data
Which was collected on October 1 of last year and has been processed and
®Xamined and analyzed since that time. There was no means of determining,
& of last autumn, when the estimates were being prepared, what the cost of
Uture salary revisions, coming later in the 21-month cycle, would be. Con-
iequently we have no means of including a reliable estimate of the cost of
hese not-yet-decided-on salary increases.

Again, therefore, we resort to this contingencies vote and to the device

A supplementary estimate by which we will reimburse the Miscellaneous
and Unforeseen Expenditures vote for any expenditures that may result from
ofe decision in August 1964 to adjust salary levels for this particular group

employees.

i There are countless other examples. There is the Winter Works Program
s the Department of Labour, which has not appeared in the main estimates
last year. It has not appeared in the supplementaries for this spring. The
Overnment decides from year to year, depending upon the economic and the
rnD!Oyment situation, whether the circumstances this next winter require the
Zr;tlnuation of the Winter Works Program or the Winter House Building
gram.
i It is only when that decision has been taken, that it is necessary—and it
Wi Necessary—to include in the supplementary estimates provision for the
Inter Works Program or the House Building Program.

Senator Pourior: You would agree that the job was a case of force
iaJEllre? It was unexpected and unforeseen. But in the supplementary es-
inmates there are many items which could be foreseen before and brought

to the main estimates.
: Dr. Davipson: I think that is true, Senator Pouliot, I agree with you
N this, May I give another example?
iy Senator LAMBERT: Is the revolving fund associated with the distress con-
ons of work in Canada with regard to crops?

Dr. Davipson: No.

i Senator LamBerT: That decision is taken each year when they have con-
ons to justify it?

Dr. Davipson: There are special programs on that, but some of these special

I)r‘)blems arise which do not fit the requirements for which provision has

Fiready been made. Senator Smith has asked for the amount of this item.

Rance Vote 15, Contingencies—

Subject to the approval of the Treasury Board, (a) to supplement
the paylist provisions of other votes; (b) for miscellaneous minor or
unforeseen expenses; and (c) for awards under the Public Servants
Inventions Act; including authority to re-use any sums repaid to this
appropriation from other appropriations.

eg&_rding those awards, it is obviously impossible to foresee when a
of 11_C servant is going to invent something which merits an award. The amount
this total vote is $6 million for 1964-65.

Senator LamserT: Would that include crop condition reports, distress?

Se Dr, Davipson: It would include the program to which I made reference,
Nator Lambert, but there are other kinds of crop insurance provisions and

¢
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prairie farm assistance provisions which are made under continuing legislative
authority and I am not suggesting that those items are covered by this vote.

Senator LamBerT: Thank you.

Senator Haic: If a department presents its setimates, as you have indicateds
during the year previous, are they allowed with your permission to change 0f
discontinue a program and move it to another part?

Dr. DavipsoN: Senator Haig, you will recall that the Book of Estimates
gives a breakdown into two parts. There are the items which are voted an
then there are what is called the Details of Services. You follow me in the
distinction I am making?

Senator Haig: Yes.

Dr. DavipsoN: Parliament is asked to vote by vote number a certai®
amount of money for a certain stated purpose; and the words which are iB7
cluded in the vote description, but those words only, have legislative effect and
are governing and binding on the administration. In addition to the voté
wording, which is governing and binding because it has the force of law—
being words written into the Appropriation Act—there are also printed in the
estimates what are called Details of Services. These are the familiar Standar
Objects of Expenditure. They include the salaries in detail, the travelling an
removal expenses, postage, telephone—what we call the standard objects of
expenditure. Those details are not part of the legislation and therefore they 0
not have binding legislative effect on the administration; but the Financlal
Administration Act says that, once Parliament has voted these items, th€
standard objects of expenditure which are printed as part and parcel of the
estimate shall be binding on the departments, unless they have, prior to t
beginning of the new fiscal year submitted for the approval of the Treasury
Board an alternative breakdown of their proposed expenditures within eac
vote, prior to the beginning of each fiscal year. You can assume, therefor®
when you vote in accordance with the Estimates Book a certain amount fO
administration and operation of the Emergency Measures Organization, ﬂ}‘a
the E.M.O. prior to the beginning of a new fiscal year, will either establi
expenditure controls for the year in its own organization that conform to t 5
standard objects of expenditure as set out in the Book of Estimates, or alter”
natively, they will submit to the Treasury Board for approval an alernativé

method of controlling the same amount of money through an alternative break”

down, perhaps by regional offices rather than by salaries, travelling expen®”
itures, telegrams and so on.

Senator Halg: Does the Treasury Board know these details?

Dr. DavipsoN: Yes; and once that pattern of expenditure has been approV"',d
by the Treasury Board the department is locked into that pattern, unless 1
comes to the Treasury Board in the course of the year and says, “We are runlfllf“d
short of money in our primary vote for repairs and upkeep of buildings a?
works, and we have some surplus funds available in travelling expenses, ,m
informational publications, and so on, and we propose to reduce these primari€’
by $10,000 and transfer that amount into the primary where we need *t
money.” And Treasury Board routinely approves these reallocations.

Senator Harg: You have a general, large amount divided into several s€¢”
tions, and within those sections, if the Treasury Board approves, one can
transferred to the other?

Dr. Davipson: That is right.
The CHAIRMAN: They do not have to come back to Parliament fo
changes.

Dr. DavipsoN: That is right. I am glad you mentioned this, Senator Hai?;
because this does illustrate the kind of decision which under the present 1aW
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Eequired of the Treasury Board, which frankly becomes a routine decision,

€Cause when you have these minor amounts required as between primary

SIX and primary 17, perhaps, involving only $500 of a shift to come out even

3t the end of the year, there arises the question of whether each one of these

fansfers should have to go to a committee of six ministers of the Crown, and

ether they should have to sit in solemn judgment on such detailed matters.

. ®Tsonally, I think that carries you beyond the realm of matters that are
Mportant enough to require the collective decision of half a dozen ministers.

-

The CualRMAN: Is there some suggestion as to changing that?

Dr. DavipsoN: One of the things the Glassco Commission recommends is
once the decision as to the overall size and shape of the estimates is made
t\and this should be determined more objectively, the Glassco Commission says,
han i is at present—the expenditure programs of the department should be
Yoken down by programs of activity rather than by standard objects of ex-
Penditure, Once an allocation has been made for the total cost of carrying on
. Program that Parliament has approved, the officer responsible for administer-
ig that program should be given a great deal more leeway than at the present
tome to shift the money that has been voted to him within the limits of that
tal sum of money, and he should be held accountable on this basis for the total
perf_Ormance for which he is responsible rather than that he should be required
- live within each of the little segments of the operation precisely as set out
the Standard Objects of Expenditure as set out in the Estimate Book.

. This may be controversial. I believe it is sound, personally. I believe this
Z;ln shift the gaze of the central management agencies, and eventually shift
& € gaze of Parliament, from preoccupation with the individual details of
Xpenditure, to the overall purposes and objectives of expenditure as well

he results flowing from the expenditure. I think this is wholly a good thing,
We may have some difficulty getting through the intermediate stages.

Senator IsNnor: How can they approve the overall picture if they do not
€ the individual items?

Dr. Davipson: We may still have to have the individual items, Senator
r. We may still have to have a picture presented both to the ministers and
to Parliament which will give the information that the members of Par-
Ment require. This may involve presenting the requirements of an individual
D:te, first of all, by standard objects of expenditure, and, secondly, by activity
Oframs, so that Parliament will have a full understanding not only of the
Urposes of the programs but also of the individual expenditure items that
an Prise the program. But once Parliament has seen and understood that
i has voted the money, the thing that Senator Haig is concerned about now
lia\ Ow is control of that expenditure maintained during the year once Par-
Xment has voted it. It is here, I think, that we will tend to shift from controlling
acp.er}(?iture by standard objects to controlling expenditure by programs and
trQﬁlltles, each one of which will be set up as a separate operation and con-
ed on the basis of the budget for program itself.

i Senator Isnor: I think the point which was raised by 'Senator Haig is
thepm‘tant. Industrial firms today are not only extending their programs, }_:)ut

Y are estimating expenditures for a period of five years. I have in mind
adr‘;umber of electrical firms I know of whose expenditure_s run five years in
c()n:‘nce. It is not so much that their programs are looking forward as ‘the
fo rg of those programs after they once get started. Now, I was wondering,
Sa OWing Senator Haig’s question, what control you have after already having

Ctioned or given your approval to expenditures for the various departments?
theiat Igo they do to report to you that they are living within the balance of

eans?

hav
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Dr. DavipsoN: Well, Mr. Chairman, the present arrangement is one which
shows up very quickly any pressure points and controls very effectively
departments from overspending—by the simple device, which Glassco does
not approve, incidentally, of taking certain authorities out of the hands ©
the departments and placing them elsewhere, namely, in the hands of the
Comptroller of the Treasury.

If you look at section 30 of the Financial Administration Act, you will
see that, what we call commitment authority is in the hands not of the
departmental official who is responsible for the administration of the progra™
but in the hands of the Comptroller of the Treasury; and, therefore, once 121_13
expenditure breakdown is established for each vote for each year—either ¥
accordance with the printed estimates, or by some alternative means approVed
by Treasury Board—once that pattern is established for each vote for 'ﬁhe
year, the Comptroller of the Treasury then sets up what are called “commit
ment controls,” and every department which is desirous of entering into any
future commitment chargeable to a given Vote must register that commitme?
with the Comptroller, who sets up the control, who encumbers from the
amount of money in that primary the amount of money which it is estimal
will be required for that particular commitment in the course of the ﬁScal
year; and once he has encumbered the full amount of that particular primary’
he stops. If then you want to enter into a further commitment for travellit
expenses, or another building or repair job, you prepare your encumbranc®
and present it to the Comptroller and he will say, “I am sorry, but you ha"fe
already fully committed the amount of money that was allocated for this
particular purpose in this vote during the particular year, and I cannot allo
you to over-commit yourself beyond that which is provided; you will eithe’
have to forego this item or tell me that you are prepared to withdraw ©
cancel out some other item that has already been encumbered for; or else ¥°
will have to go back to Treasury Board and get a transfer of allotmei_lts’
which will take money that has not been encumbered in certain other primarié®
and transfer into this primary, so that I can allow you to set up a commitme?
authority for this new project.”

Do you follow me, senator?
Senator Isnor: I think so.

Dr. DavipsoN: Therefore the departments are really controlled from the -

outside on this basis; and this is something that the Glassco Report criticize’
quite strongly on the grounds that this tends to weaken the sense of deparl 1
mental responsibility. The Glassco Commission, in conformity with its gene,ra
philosophy of turning back a great deal of the responsibility for disciplini™
itself to the department and holding department officials accountable for th,e 4
failure to do so, recommends that this commitment control from the outf_’lde
be done away with and that the departments themselves be made responsltf'1
for living within the strait jacket they have fashioned for themselves wi ¥
the help of the Treasury Board; that there be a periodic examination bt
Treasury Board, not of every individual transaction that they enter into .bu.
of how well, generally, they are living up to their obligations of self-disciphne;
and that sanctions be taken against officials who repeatedly show themsel :
unwilling or incapable of living by the rules that have been laid down fo
them.

This will certainly expose the departmental officials concerned to
greater pressure; they will be much less protected than they are at
present time. But this is the essential difference between the approach t 5
by the Glassco Report in this area and the approach with which we ha?

been living for some 30 years now.

muc?
the

[
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Senator IsNOR: Their recommendation for procedures are very similar to
those carried on by outside organizations, where the directors and share-
Ol‘ders know what their program is for the next year. The same applies to
unlVersities, with their five-year programs. I do not see why the Government
tannot follow the principle laid down in the Glassco Report.
Are you going to comment, Dr. Davidson—or would it be a fair question
sk you?—on individual recommendations made by the Glassco Commission,
8 to your opinion as to the value of them?

Dr. Davipson: Am I going to comment on them?

Senator IsNOR: Yes.

Dr. Davipson: I will be very glad to comment on any particular ones
have in mind; and perhaps we can give some attention to this at the
Dext meeting. I have already given my opinion on a good many of them
Previous meetings. You will recall, so far as the financial management
fCommendations are concerned, 27 of them appear in the report. Seventeen
them have already been officially approved by the Government; and I
Woulq certainly not be one who would appear before the Senate committee
:nd say that any of the 17 that have been approved by the Government
hould not have been approved by them.
Senator IsNor: I would not like to put you in that spot!

Dr. Davipson: I think they are sound recommendations. When I was
d of the Bureau on Government Organization it was my responsibility to
¢lect these recommendations and recommend to the Government that they
ould be approved.

What I would like now to touch on—either at this stage or at the next
Meeting

th

You

heg

Senator IsNor: Before you start on that, why I asked that question, to
g‘ft Your views on the report, was because I was rather struck with the
tatement made that while there were 50 million letters a year sent out by
ot}e] Government it cost $50 million to send out those 50 million letters. In

€r words, for every letter written it is costing the Government $1, on the
Verage. I do not think in business it costs a dollar a letter.

Dr. DavipsoN: Senator Isnor, could I ask you a question? Have you
Amined the basis upon which that statement was made?

Senator IsNnor: Well, of course, they were broad in their statement. They
1d it cost from 15 cents to $1.75; but the fact remains their summing up
S that it cost the Government, or the country, a dollar for every letter

wI'i‘t‘cen.

&x

K Dr. Davipson: I appreciate the point. What I am really trying to bring
the attention of the committee is that there are some estimates which are
ade in a number of reports of the Glassco Commission for which I cannot
ysfﬁ‘lf find the mathematical base—if I can just put it as politely as that.

ink this was a nice round figure. It works out nicely—50 million letters

OSting $50 million, about a dollar a piece; but I question very much whether

ap € report on paperwork and systems management, in which this statement

epeal‘S, or in the working papers there is anything in the way of a thorqugl}ly
aseaI‘Ched computation made that would support that statement. The s1gn1f:i-
thlelce of this statement, to me, is that there are undoubtedly procedures in
are Paperwork and systems management field in vaernmept operatlor'xs which

Da Pretty wasteful, old fashioned and uneconomic. C.ertamlly, I believe the

tiperwork and systems management report is correct in trying to encourage,

Drglulate and even provoke Government departments into re-examining their
Cedures, sharpening them up and making use of all the devices for pro-
Ssive utilization both of manpower and machines in the work process
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that we can possibly develop. But it is not really quite as simple as is suggested
in the paperwork and systems management report; and you will not be
surprised when I suggest to you that if you set out to mechanize an officé
making use of machine methods of accounting and all the modern devices that
now exist to make for office efficiency, with a maximum of machine equipme?

and a minimum of manpower, you can expect you will get repercussions. This -

invariably happens when you mechanize an office and find you have some
surplus staff that is going to have to be found jobs elsewhere in the Govers”
ment service or outside the Government service; if you proceed all the way¥
that should logically proceed in the mechanization of your office procedures:

I had some experience of this 15 or 20 years ago when I was Deputd
Minister of Health and Welfare and was responsible for carrying out the largé”
scale paperwork exercise involved in the family allowances program. I knowW
something of the concern which was expressed to me by Members of Parlia-
ment when we began to substitute certain kinds of indexing equipment in 0_ur
family allowances offices at a cost at several thousands of dollars but whi
allowed us to reduce significantly the number of positions in our local offices:

These are factors that enter into the equation, and while I have no doub
whatever that we can adopt practices and procedures in our office routin€®
which will be more economical than those we have grown up with, I thif
it would be presumptuous of me, and I would question the accuracy of thé
figures of anyone else who presumed to put a specific price tag either on what
the cost of our present arrangement is or what the savings are that wo d
accrue from modernization.

The CuHAIRMAN: I think perhaps we are getting on in time, and pr-
Davidson has been very good. I believe he has some more that he would like
to present to us today before concluding—is that right?

Dr. DavipsoN: What I would really like to do, if I could, Senator Leonard’
is to set the stage for next week. Could I do that? I assure you, senators,
will not take much longer in doing so.

The CHAIRMAN: Very well.

Dr. DavipsoN: What I have tried to do today is to pick up from wher®
we left off last June, to give you some indication of the processes throug
which the principles of financial management have to be applied in the Goverp”
ment service, so that you will understand, I hope, better the relevance of t
Glassco Commission’s recommendations to the total process of financial man‘f
agement in which we are engaged, from the planning phase to the final phasé g
the post-audit and appraisal of performance. The Glassco Commission reco®”
mendations, if you will look at the report, are directed to these various stages
of the financial management operation. Some of them are directed to planrun
and the preparation of estimates, to the form in which the estimates are
presented to Parliament, to the management and control of expenditure o¥
the estimates have been approved, to the accounting, in the bookkeeping senset’
for the expenditures, and to the audit and the appraisal of performance t
takes place at the end of this cycle of activity.

When it made its first examination of the report of the Glassco Co,ﬁr
mission on financial management, the Government came to the conclus}
that there were certain of the recommendations of the Glassco CornmiS_Slo
it was prepared to accept in principle right away. Some were fairly obvio¥
and could be accepted in principle. :

It was really a question of judgment as to how far you wanted to 89 L
the direction advocated by Glassco. Other recommendations were more obscur”
if not debatable. For examples, it was obvious to the Government that it wou
be desirable, if possible, to reduce the number of votes in the estimates @
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Present them in a clearer and more concise and understandable form. I illus-
trate this by the fact that it takes the Canadian Parliament approximately
9 separate votes to obtain the funds required for the carrying on of the
Overnment of Canada. It takes the Parliament of the United Kingdom some-
ing in the order of 130 to 150 votes. This in itself is not significant but when
You think of the time consumed by calling 495 votes and the debates which are
pr_OVoked or stimulated by each of these votes as they are called, I think you
will agree that if there is a proper way of reducing the number of votes in
€ estimates so that the members of Parliament will not be deprived of any
Proper and necessary control of expenditure, this is something to be achieved
I at an possible.

. The Government was therefore able to accept some of these recommenda-
tons but it also felt it wanted some further guidance on the extent to which it
Shoulg implement other basic recommendations,—for example that greater
:esponsibility be placed in the hands of the individual departments and that
hey be held accountable to a greater extent for the handling of financial mat-
“ers_ That is fine but you could interpret it in thousands of ways; you could say
o € will give to departments an inch more of rope or we will give them a mile
SibF ope and let them hang themselves properly.” How much additional respon-
i _111ty should be shifted from the rather tightly centralized control which now

Xists in the Treasury Board and through the Comptroller of the Treasury, and

OW much should be vested in the departments? This is a matter the Govern-

ent wanted further advice on.

There was a recommendation to adopt accrual accounting and a recom-
€ndation to submit the estimates on the basis of net votes, reducing the gross

;’nount of each estimate by the net amount of revenue accruing to that program.

€re were others of these that the Government wanted further advice on.

Onsequently, a little more than a year ago the Government decided that before
“Ceepting or rejecting completely all of the 27 recommendations in the report,
% Would be better to go as far as seemed prudent at the beginning with the

Ceptance of a certain number of these, and then to examine in closer per-

Pective in a number of departments the extent to which it was desirable to go
ur Not to go in respect of the rest of the recommendations. This led to setting

P four intensive studies in four separate and different kinds of government

®Partments, and engaging the services of a group of outside management con-
ltants for each study and asking them to examine in depth the procedures of
toe department in question for financial management and control and to report
th the Government indicating (a) the extent to which it was desirable to apply

(be remaining Glassco recommendations to the operation of this department and
th) the nature of the changes in structure and organization and the nature of
. e_Changes in quality of personnel that would be required to make this new
“8ime of financial management the responsibility of the individual department.
The Treasury Board staff was authorized by the board to explore this
tion with the interested departments, and we established four departments

_being interested in proceeding immediately—to have themselves used as
Mea pigs, so to speak. The departments were Northern Affairs and National
ESOuI‘ces, Transport, Agriculture, and Veterans Affairs. These departments
: Quite different in nature. Some are fairly highly centralized, and some are
Centralized. They represent a wide variety in the kinds of services and pro-
ams which they give, and provide the diversity against which we need to
fe:mlne the validity of the Glassco recommendations under a variety of dif-
1t situations.
refere € sat down with each of these four departments and worked out terms of
nce,

ques
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Senator IsNor: When you say “we” you are speaking of the Treasury
Board staff?

Dr. Davipson: Yes, we of the Treasury Board staff.
Senator IsNor: Did the Government engage an outside company?

Dr. DavipsoN: We authorized each of these departments to arrange for 2
survey and for this purpose to establish terms of reference with which W€
helped them. We then asked a number of the better known management con”
sultant firms in the private business world not to submit tenders—becausé
that is not a good word to use in the professional field of management consult”
ants—but to submit proposals as to how they would proceed if they weré
retained for this purpose and to submit some estimate as to the number of day®
required to complete the job and what the approximate cost would be.

As a result we had a variety of proposals from a variety of management
consultant firms and these proposals were examined and analysed in depth bY
ourselves on the Treasury Board staff working with the departments coB”
cerned. Finally, we selected four firms which we thought had submitted the
best programs of work and the best proposals in advance. For six months thi®
year—between last fall and this year until last June—these firms were 2
work in the individual departments to which I have referred. I can best dé”
scribe their task in simple terms as trying to fit the Glassco suit of clothes ‘?n
the particular department, in order to see what adjustments to the suit,
terms of staff and procedures within the terms of the Glassco recommendd”
tions, are required to provide a safe and workable plan of financial managé”
ment for the department.

We set up teams to work with these people in each department. We
attached to these teams officers from other departments of government, havi
in mind that this process would possibly be repeated at a later stage in resp‘{C
of other departments. We asked the management consultants to examine
detail the financial management procedures and controls by which the depart‘
ment now manages its own financial affairs—with the generous help and co?”
trol of the Treasury Board from the outside; and to tell us whether in thelr
opinion that system was working well or whether it required any changes 0%
whether it was desirable to move in the direction of the Glassco recommenda”
tions which are, in effect, that you should lessen the amount of outside contI'OI’
protection or interference—whatever you want to call it—and build more
controls into the heart of the departments so that they can manage their oW
affairs under a different kind of supervision and appraisal of the performan¢
from the outside. We also asked the firms to report to us whether or not the
found the Glassco recommendations consistent with the principles of g0 a
financial management inside the department, and, if so, what changes woul
be required in the financial management procedures of the department 3n,t
what strengthening, if any, of the personnel would be required, to make L
safe for the Government to shift over to this new regime of financial managé”
ment.

We have now completed these four financial management surveys. The}:
are now in the hands of the Treasury Board staff and the departments cop
cerned. There has been a reassuring degree of unanimity on the part of t i
management consultants working under completely different sets of circum_
stances as to the feasibility and soundness of most of the Glassco recommenc
tions. They have drawn our attention to the need for caution in appro::lChu1
certain of these recommendations, accrual accounting being one of them.

Senator SMmITH (Queens-Shelburne): I did not catch your last word
Dr. Davidson.

y ; : £
Dr. DAvIDSON: Accrual accounting being one of them, and the netting ‘;
revenues against expenditures being another one. Not that they reject thes®
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byt they think the process here of introducing new systems has to be more
OWly developed with respect to some of these recommendations than with
Téspect to others.

They have also given us their views on the very important and still un-
Tesolved question of the extent to which outside controls on the departments
is ould be removed or weakened or lessened in their extent, detail and severity
fn favour of a strengthening of the management and control mechanisms
Tom the inside.

Do I would think that that is where I would want to stop, Mr. Chairman,
€Cause I have set the stage for saying something to the members of the
OMmmittee at the next meeting which would carry forward our consideration
the recommendations of the management consultants in certain directions,
fich I think can profitably occupy the time of the members of the com-
lttee at the next meeting.

Senator IsNOR: There is one question I would like to ask before you con-
€, Dr. Davidson. Did you engage one, two, three or four consultants?

Dr. Davipson: Four separate consultants.

Senator IsNor: That is what I was wondering, because I could not visualize
COmpany looking after, say, the Department of Transport and also the De-
artment of Agriculture.
% Dr. Davipson: Frankly, we came to the conclusion, Senator Isnor, that if
ﬁre 8ave more than one of these assignments to one management consulting

M we might well put a strain on the resources of that particular firm that

18ht result in our not getting in all instances their very best personnel to
0 the job for us.

Senator IsNor: Not only that, but they specialize in certain aspects.

the The CHAIRMAN: Gentlemen, I am sure we are grateful to Dr. Davidson for

hi knowledge, experience and courtesy he has again displayed in presenting
e

Clug

b

Vidence to us. We look forward to having him with us a week from today,
1“)Viding the Senate endorses the report that will be submitted to it for
Obtion. Are there any other matters to be brought before the committee
Ore we adjourn?
Senator SMITH (Queens-Shelburne): I move that the committee adjourns.
Hon. SExaTORs: Agreed.

The CHAIRMAN: Then, we meet again next Tuesday. If the Senate sits on
Sit(»)cr-lday night we will meet at 10 o’clock in the morning. If the Senate i; pot
thelng next Monday we will meet at 3 o’clock on Tuesday afternoon, providing

Senate adopts the committee’s report.

The committee adjourned.
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ORDER OF REFERENCE

M Extract from the Minutes of the Proceedings of the Senate, Wednesday,
Ay 20th, 1964:

- “Pursuant to the Order of the Day, the Senate resumed the debate on the
Otion of the Honourable Senator Connolly, P.C., seconded by the Honourable
®hator Hugessen:

re That the Standing (?ommittee on Finance be a.uthorized' to examine and

InDort upon the expendltur‘es proposed by the Estlmates laid befor_e Parlia-
ent for the fiscal year ending 31st March, 1965, in advance of the Bills based
0 the said Estimates reaching the Senate; and

reﬁor?;at the said Committee be empowered to send for persons, papers and

After debate, and—
The question being put on the motion, it was—
Resolved in the affirmative.”

J. F. MacNEILL,
Clerk of the Senate.
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MINUTES OF PROCEEDINGS

TuespAy, October 20th, 1964.

Pursuant to adjournment and notice the Standing Committee on Finance
et this day at 3.00 p.m.

1 Present: The Honourable Senators Leonard (Chairman), Buchanan, Con-
(011y (Ottawa West), Croll, Gershaw, Grosart, Hayden, Lambert, O’Leary
Antigonish-Guysborough), Smith (Queens-Shelburne), and Stambaugh.— (11)

t The Chairman brought to the attention of the Committee that Supplemen-
aarSf Estimates “B” had been tabled in the House of Commons and were now
Vailable to all members.

S The Estimates for the fiscal year ending March 31st, 1965, were further
Onsidered.

The following witness was heard:
Dr. Geo. Davidson, Secretary of the Treasury Board.

After discussion, it was agreed that Dr. Davidson supply to the Committee
Ple Votes for comparison as to format and information with Votes of
Ceding years.

Sam
Pre
Dr. Davidson submitted Appendix “G”, Organization of Treasury Board

Ef?tll‘ﬁtariat, to be printed by authority of a prior Resolution, to the proceedings
1s day.

At 5.55 p.m. the Committee adjourned until Tuesday next, October 27,
D.m.

Attest,

at 3

F. A. Jackson,
Clerk of the Committee.

153






THE SENATE
STANDING COMMITTEE ON FINANCE
EVIDENCE
Orrawa, Tuesday, October 20, 1964.

laig 'kl,‘he Standir}g Committee on Finance, to .whivch was referred the Esti_mates
at pixﬁore Parliament for the fiscal year ending 31st March, 1965, met this day
Senator T. D’Arcy LEONARD (Chairman), in the Chair.
8 The C'HAIRMA.N: Honour?.ble senators, we hqve' a good quorum in numbers
Well as in quality. I have just one or two preliminary remarks to make.
therSenator ConnNoLLy (Ottawa West): I think the record should show t.hat
€ are 11 senators here at the moment, at least, and that others are coming.

Wil The CHAIRMAN: There will be others before we are finished, and the names
t l appear in the record. I think before we are finished the chances are that
fre will be quite a few more. As I said, there is a good quorum here. I think
oe Shpuld also put on record that the Senate approved of the report of the
mmmlttee passed last week authorizing the committee to sit during adjourn-
®nts of the Senate and have reduced the quorum from nine to seven.
I would like to say also that supplementary estimates B have been tabled
it thhe House of Commons and distributed to the senators’ boxes. today, so that
wif) €re are any questions with regard to these supplementary estimates senators
have an opportunity of studying them between now and our meeting on
a.z'leﬁ:?};next and any questions in connection with those estimates can be asked
ime.
be, Now you will recall that Dr. Davidson was our witness last Weelt:, as 1'1e hgd
denn on previous occasions, and he contemplated being ablg to_ﬁnlsh his evi-
e Ce today subject to whatever examination or cross-examination honourable
naths think appropriate. Therefore, unless there are any other preliminary
sestlons or comments I shall ask Dr. Davidson to resume his evidence. Perhaps
T ould say also that we did feel that we would sit not only today but every
Ssday notwithstanding adjournments of the Senate and even though the
na'Ee has adjourned until November 3, subject to recall, I propose to carry
M With a further meeting next Tuesday at the same time, when we shall have
tak. Balls, the Comptroller of the Treasury, as our Witne_ss, anfjl he in turn will
hasebup the same program as Dr. Davidson has been dealing with. Dr. Davidson
s €en dealing with it from the standpoint of the Treasury Bpard; Mr. Balls
1 a different capacity which affects him and his department differently. Con-
Wently it will also be important in connection with these changes.
Yoy I think I should say also that we have Mr. Allen with us today. Last week,
Withwln remember, Mr. Allen was unwell and we are glad to see him well and
us today.

Me Dr, George F. Davidson, Secretary, Treasury Board: Mr. Chairman and g.ent.le—

be 1, Senator Pouliot requested that a chart of the Treasur_y Board o?gamzat.lon

witprepared and presented to the members of the commltteg at this meeting.

op h Yyour permission, Mr. Chairman, I would like .tq have circulated now the

BOg"alnlza‘cion chart which represents the present position so far as the Treasury
Secretariat is concerned.
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The CHAIRMAN: I think it probably should be incorporated into the minutés
of this meeting if that is agreeable.

(See Appendix “G”)

Dr. Davipson: Perhaps it would be worth-while just to spend three OF
four minutes looking at the chart once it has beeen distributed, because it gives
a reasonably clear appreciation of the way in which the Treasury Board secré-
tariat is organized. I would direct the attention of the members of the com-”
mittee first of all to the fact that this is an organization chart reflecting the
organization at the secretariat level only, that is at the level of paid officials.

The Treasury Board, of course, is the committee of ministers representing
the cabinet and consisting of six ministers of the Crown under the chairman”
ship of the Minister of Finance. This situation is to be changed and later W€
will have a president of the Treasury Board. This committee holds meetings
throughout the year at which the secretariat presents the requests and 1€~
quirements of the departments on a week-by-week basis; the decisions of the
Treasury Board are the decisions of the committee of ministers who aré
members of the Treasury Board.

Under the direction of the committee of ministers and under the more im~
mediate direction of the chairman of the Treasury Board, the Secretary ©
the Board is responsible for carrying out the day-to-day work that comes to
the board’s attention in the fields of financial and personnel management, 2
well as in relation to other matters.

Senator SMITH (Queens-Shelburne): Could you tell us who the ministers
are?

Dr. DavipsoN: The chairman of the Treasury Board is the Minister of
Finance under the law. This is in the process of being changed. The Gover?”
ment has already announced its intention to separate the board from the De-
partment of Finance and to create a new cabinet post, President of the Treasury
Board, and it is the intention to have the present President of the Privy Coul’”
cil, Mr. Mcllraith, take over as President of the Treasury Board, once this
legislation becomes effective. The additional ministers who are members of t
Treasury Board are: Mr. Nicholson, Postmaster General, Mr. Lamontagn®
Secretary of State of Canada, Mr. Teillet, Minister of Veterans Affairs, Mr
Laing, Minister of Northern Affairs and National Resources—have I mentioned .
five or six?

Senator SmiTH (Queens-Shelburne): Five.

Dr. Davipson: Well, then, there is one other and I must ask you to forgivé
me for not recalling offhand, who it is. Did I not mention the Minister ©
Finance and Mr. Mecllraith as well as the four whose names I have just given’,

At the same time there is also a group of alternate ministers, and it
not always easy to distinguish who are the alternates and who are the regl_Jllar
members. I say this because the alternates turn up frequently on occasio®
when the regular ministers cannot be present.

Senator SMITH (Queens-Shelburne): They are also ministers?
2-

Dr. DavipsoN: Yes. Mr. Tremblay, Minister of Citizenship and Immigr ¢
tion, Mr. MacEachen, Minister of Labour, and Mr. Pickersgill, Minister 2
Transport—these are three of the alternates, and the others are ministers ?t
well. To complete the picture I should add that during the summer months .
is the custom, as it has been for some years, in order to ensure that during thz
expected parliamentary recess there will be a sufficient number of minister
available in Ottawa to constitute a weekly meeting of the Treasury Boar o
as I say it is the custom for the Government of the day to name all of th
ministers as alternate members of the Treasury Board for the summer months'
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_ Turning now to the chart, Mr. Chairman and honourable- senators, you
Will notice that the secretariat of the board breaks down into three main
fanches and three subordinate units or divisions. The three main branches
fome under the immediate direction of three assistant secretaries to the board.
The first is the assistant secretary in charge of program analysis; this branch is
Concerned with the analysis and examination of the various programs and
Proposals of the different departments and agencies as they are presented for
€ approval of the board throughout the course of the year.
The Assistant Secretary in charge of Personnel Policy deals with all matters
ng in the personnel management field which are of concern to the Board.
€ Assistant Secretary in charge of Administrative Improvement—this is a
Post that has been created in the course of this present year—is responsible for
& number of rather specialized functions related to the development of better
Ministrative procedures and management practices in the departments and
38encies of government.
b You will notice under the three boxes which represent these three main
Pral}Ches of the secretariat certain sub-divisions. For example, in the Personnel
tighcy Branch there are three main units or divisions,—one dealing with ques-
NS of pay and classification, another dealing with terms and conditions of
InDloyment, and a third dealing with man power policy which includes such
atters as training, management development, and so on.

Likewise, under the Assistant Secretary in charge of Administrative
sfg’lpl‘ovement you will find listed special units or divisions, such as the special
SQHd}’ group concerned with the four financial management surveys, a telephone

IVices unit, a contracts unit, an administrative regulations unit, and a research

development unit.
A Under the central box for the Assistant Secretary in charge of Program
Nalysis you will find four divisions numbered 1, 2, 3 and 4. I think that this
Quires a brief word of explanation. The staff in Division No. 1 under Pro-
‘am Analysis deals with a selected group of agencies and departments, for all
SPects of which, in terms of programs, they are responsible. Division No. 1
fals with all questions that are presented to the Treasury Broad relating to the
fPartment of Agriculture, the Board of Broadcast Governors, the Canadian
F?adcasting Corporation, the Canadian Wheat Board, the Department of
) Zenship and Immigration, the Farm Credit Corporation, the Department of
Nn?}nce, Fisheries, the Fisheries Research Board, Forestry, Insurance, the
a;:tlonal Film Board, the National Gallery, the Department of Natiqnal Health
th Welfare, National Revenue, the Public Archives, the National Library and
In.e Unemployment Insurance Commission. I list these as a sample of what you
l_ht call the portfolio of departments, agencies, programs and problems for
lla11ch Division No. 1 of the Program Analysis Division, staffed by ten individ-
S, both officers and supporting staff, is responsible. If any question arises
ofa Tequires a decision of the Treasury Board in respect of any of the programs
€ agencies I have listed, that question comes to the attention of the
Propriate officer in Division No. 1 of the Program Analysis Division who
kes the necessary inquiries and conducts a review of the problem. He then
AszparES a written analysis of the problem. This comes up throug}} the
els_tant Secretary of the Program Analysis Division, apd at the first av‘a.llabl.e
theetlng of the Treasury Board, is presented to the ministers; and a decision is
Q%I;e';ak?ln by the ministers, which then goes back to the department or agency
ned.

In the same way—without listing all of the details as to which depart-
ln:nts and agencies are assigned to Divisions Nos. 2, 3 and 4—T can say to the
Drembers of the committee that each of these divisions has an_eqt}ally com-
th helf}sive list of agencies or departments, for the work of which it assumes

Primary responsibility.

arigj

a
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Senator STAMBAUGH: Are the numbers in the corners the numbers of em~
ployees? ]

Dr. DavipsoN: The numbers given in the corners are the number of posl
tions, but they are not necessarily filled in all cases. Those are the numbers 0
positions attached to those particular units. If you take the trouble to add them
up you will find that the total will equal the figure of 177 which is given ?S
the total establishment. But, of the total establishment, the actual strength 1
numbers of bodies that we have on the payroll as of October 1, 1964 is 143, 0
we had a shortage of some 34 positions as of that date.

Senator SMITH (Queens-Shelburne): Does the figue 10 with respect to
Division No. 1—which is the one that covered so many programs—include the
secretaries and that kind of people?

Dr. DavipsoN: Yes, but I think you will appreciate that there is also a PO"1
in the Administrative Services Unit, which is over to the side of the chart, an
about which I have not spoken yet. There is a central pool of secretaries, steno”
graphers and clerical help which to some extent supports and reinforces the
work of the staff of these divisions. So far as the ten positions in Progra™
Analysis Division I are concerned they are not all program officers, but e‘{en
if they were they would have a substantial variety of departments and agenCles
to be responsible for.

Senator SMITH (Queens-Shelburne): Yes, indeed.

Dr. DavipsonN: Each one of these four divisions is headed by a divisio,n
chief. I will not ask you to turn around and look at the back of the room, but !
you did you would see a number of division chiefs who are sitting there. They
are the officers who are responsible for giving direction to these groups, 8%
who take the responsibility for processing the submissions made to the Treasuty
Board by different departments and agencies.

The CHAIRMAN: And these four divisions cover all the spending depaft’
ments of the Government?

Dr. DavipsonN: And a good deal more, Senator. '

The CHAIRMAN: But there are some Crown companies that are not with®
the compass of these divisions?

Dr. Davipson: Well, the Financial Administration Act provides that so far
as the operating budgets of the Crown companies are concerned they are t
responsibility of the Minister of Finance, as are the capital budgets, but t g
Minister of Finance has in practice used the staff of the Treasury Board
analyse for him any requests that come from the Crown corporations in resp‘?c
of their operating or capital budgets. They are required, under the Financid
Administration Act, to submit annually for the approval of the Minister °_
Finance and of Treasury Board, and in the case of the capital budget the 2P
proval of the Cabinet. ..

Senator LAMBERT: The Minister of Finance is not a member of the Treasury
Board, is he?

Dr. DavipsoN: Yes, he is the chairman. Yes, I had mentioned that he is the
chairman of the Treasury Board, Senator Lambert. He uses the staff of 2
Treasury Board to analyze any requests or submissions that come from th
Crown corporations in respect of either their capital or their operating pudget®

Senator HOLLETT: Do I understand that you are understaffed at the preseI1
time?

Dr. DavipsoN: We have very substantial shortages at the present time,
we are in the process of recruiting. 40

Senator O’LEARY (Antigonish-Guysborough): Dr. Davidson, I was going
ask how the present strength compares with that of a year ago.

and
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Dr. Davipson: I would have to check that. Mr. Allen tells me that it is not
8reatly changed from a year ago. I have not personal knowledge of that because
Was not with the Board at that time, but I should point out to you that in the
Upper right hand corner of the chart here is a box showing the Bureau of
Government Organization. The Bureau of Government Organization was moved
0 the Treasury Board at the time I became associated with the board.
I should also draw the attention of the members of the committee to the
three small boxes that are inserted at intervals between the boxes showing
1€ functions of the assistant secretaries. The one in the centre is the unit or
1V_ision of the Treasury Board which is called the Estimates Procedure Division.
_h_lS is the division for which Mr. Allen, who is at my right, takes the responsi-
lity. It is his responsibility to ensure that the necessary instructions go out to
€Partments at the beginning of July or August, instructing them as to the
p?epé\ration of the estimates requirements for the ensuing year. He issues
Tectives to these departments laying down the procedures, to be followed, and
“hsures that when the returns are brought in, that they are consolidated and
:SSembled in the proper way. He is the officer who, with his staff, is mainly
Sponsible for the production of the book of estimates that is presented to
arliament each year. He and his group are also responsible for the preparation
the interim supply bills, and also for getting in touch through the program
Cers with the various departments or agencies to find out what supplementary
eSt{n‘la‘ces are required from time to time. This entire field of interim supply
S8islation, the estimates proper and the supplementary estimates, all lies within
the area of responsibility of the Estimates Procedure Division which is under
€ direction of Mr. Allen.
s We have recently separated out from the Estimates Procedure Division the
it sShown in the middle right hand side of the chart called the Administration
TerViCes Division. This is what you might call the housekeeping unit of the
-Teasury Board. It looks after our personnel problems, our records, and our
etel‘nal management problems, including our own financial management prob-
aéns-' It is, as its name implies, the unit responsible for providing the routine
Ministration services to the board as a whole.
Whi Finally I should draw your attention to a unit which is newly created and
Ich ijs known as the Central Data Processing Service Bureau. The Glassco
I)I?’nmission drew attention to the fact that with the advent of electronic data
thOCe.ssing and the era of the computer and of automation, any governmept of
1 f S1ze of the Government of Canada is going to have to invest increasingly
5 8¢ sums of money in expensive and advanced types of machine equipment,
emputers and electronic data processing installations which are more and more
DrgeSSary in the high speed kind of government operations that are now the
€T of the day.
re Many departments consider that they could justify the purchase or ‘ghe
thnf‘al of machine installations of this kind for the purpose of automating
likelr work or to increase efficiency. Needless to say, every departrpent would
d € to have its own installations, and it is for the purpose of ensuring that we
iIIStnot over-buy expensive equipment of this kind or 1_ndu1ge in too many
r a'llations, and that we make the best possible use of installations that are
po"lded, that we have established what has been called the Central Data
ngceSSing Service Bureau. This bureau at the present time does not own or
is Tate any of this equipment itself, but it is finding out wherg thg equlpment
an dOCated, the kinds of work best suited to the different machine installations,
What time is available for use by other departments and agencies over
Whi above the time that is already blocked off for the use of the department
¢h purchased the equipment in the first place.
S additional requests for new installations come from other departments,

Op
S additional requests for machine time comes forward, it will be the task
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of the Central Data Processing Service Bureau to locate a suitable installatio?
somewhere in the Government service where there is available time. It ma¥y
require the putting on of a second or third shift, and the utilization of that
installation on a 16 or 24-hour basis; but rather than install new items ©
equipment for the purpose, it is the task of the service bureau to see to it that
the machine time requirements of other departments and agencies of the

Government are met by the fullest utilization of the machine equipment already
installed.

The CrAIRMAN: Is there any thought that if a new machine is required’
it should be handled through this Central Data Processing Service Bureal
rather than through a department?

Dr. Davipson: It is expected that as the Central Data Processing Servicé
Bureau acquires the experience and the expertise and comes to utilize to the
fullest possible extent the installations already in place, and as new installations
come to be required, these may very well be purchased and located centrally
by the Central Data Processing Service Bureau. Going beyond that, it is quite
conceivable, as existing installations become obsolete and have to be replace
by new and more modern equipment, that the new and more modern equiP”
ment will be installed at some central point, rather than returned to the depart”
ment which originally owned and installed the earlier equipment.

I think that covers, Mr. Chairman and gentlemen, most of the points I
would like to draw to your attention with respect to the present organiza’cion
of the Treasury Board secretariat.

I should conclude by saying perhaps just one final word on the sub]'e_ct’
and that is, I would ask you not to assume that this will be the organizatlon
of the Treasury Board a year from now. We are in the process of chang®
We are considering a good many other important organizational changes.

One of the points I would mention, in passing, is that we do not consi.der
that we should be responsible as a Treasury Board for the telephone services
unit of 27 persons, the largest single unit in the whole Treasury Board secré”
tariat. This unit is concerned with the most economical provision of telephone
services and telephone switchboards for governmental administrative purpos®é
in Ottawa and in a number of strategic centres across Canada. We feel that t
technical know-how for this resides in the Department of Transport. As far as
am concerned, I am endeavouring now to work out an arrangement with t a1 :
Department of Transport and the Department of Public Works which W
involve the relocation of this telephone service unit in that department Wl}lc
has the technical knowledge to deal with the problems arising in the communic@”
tions field. The same goes for other changes which will be reflected in t
organization chart, which will be seen to have developed perhaps a year from
now if or when this committee reconvenes.

Senator SMITH (Queens-Shelburne): Referring to the number of pel’s"n’
nel—10 in two divisions and 8 in each of the other two divisions, under t o
program analysis, do you have some technical staff attached to each of thes o
divisions, in the sense that you mention technical staff in connection with t,he
telephone service? Do you have an engineer or someone qualified to advis
Treasury Board of engineering problems, for example?

Dr. DavipsoN: Not exactly, Senator Smith. It is not the function of the
Treasury Board to try to provide itself with what you are referring t0 ;’y
technical staff, that would enable us to second-guess departments on the puré
technical or professional aspects of every problem that they have to deal with
We are concerned rather with the way in which the proposal that they arﬂ
presenting to the Treasury Board fits into the budgetary limitations and over”
program plans which have been established in the process of develop!?
estimates and having them approved by Parliament.
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We are concerned that the technical proposition which they present to us
fits into the developing program and policy of the department as it has been laid
down or approved by the Government. However, we do not pretend that we

ave a staff of people who are looking at every last technical aspect of the
Program presented to us by, say, the Department of National Defence or by the
epartment of Public Works. We think this would be an unwarranted
Uplication.

Senator SMITH (Queens-Shelburne): I was thinking more in terms of
Certain operations of certain businesses, where engineers, who have also
Eraduated in law, become highly valuable agencies in the law branch by reason
of that combination of knowledge.

Dr. Davipson: If we were to break down the qualifications of the members
°f. the Treasury Board staff, I have no doubt that we would in fact find people
With a variety of technical knowledge in different fields. Sitting right behind
You is a professional accountant who is also a professional engineer.

Senator SMITH (Queens-Shelburne): He is a highly qualified man.

Dr. Davipson: That is another question. But you will see that if one were
to take his qualifications and those of other members—one of whom is a trained
fngineer out of the armed forces, and many of whom have served in other

€partments of government—taken as a whole we have a group of knowledge-
able public servants at intermediate or senior levels of responsibility, whose
Main task it is to ensure that the proposals made by departments fit into the
‘Mancial provisions which have been made by the Parliament of Canada, and
Ito the policy framework that the Government of Canada has developed for
€ department in question.

The CHAIRMAN: In order to clarify a point which comes to my mind, let
e take a single item at random at page 395 of the estimates for 1964-65. I see
an item for an administration building for the Department of Agriculture in
Hawa, at $3,200,000. Now, my understanding of what you said is that in so far
3 that estimate of cost is concerned, presumably it is on the basis of the advice
. €ngineers and architects in the department that is charged with that expendi-
e“re, and that the Treasury Board itself does not check that figure with any
Xpert evidence of its own.

th Dr, Davipson: The Treasury Board deals with a situation of this kind
.Tough what is called the Treasury Board Advisory Committee on Accommoda-
On. This is an interdepartmental committee, chaired I believe by the Depart-
Went of Public Works, with representatives of various departments sitting on it.
it €n the Department of Agriculture, for example, comes to the conclusion that
Ofl_leeds to have built for it an administration building, it presents a statement
Witlts'requirements to this advisory committee, after clearing its basic proposal
h its own minister.
i The proposal is reviewed by the Treasury Board Committee on Accommoda-
0f0n' Here, the statement of requirements is set off against the relative priority
th Needs of other departments and agencies; a proposal is worked out between
b € Department of Agriculture and the Department of Public Works, which
Yovides some over all picture as to what the size of the proposed building is to
€, how many staff have to be accommodated and so on. ‘
mj This proposal is reviewed at various stages by the Treasury Board C01:n-
relttee on Accommodation. On that basis the Treasury Bo'ar.d at.some .po'mt
fOQQWES a submission to the effect that this item for an administration building
alf he Department of Agriculture should be included in the Qovemment’s over
o Construction plan for the year ahead. The costs will ordinarily be phased
B ®T a number of years so far as dollar costs are concerned, and the Treasury
9ard takes its decision on that basis.
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Mr. Chairman, if we could leave the chart now and go on to the matters that
were reserved for discussion at this meeting of the committee, honourab!®
senators will recall that last Tuesday I outlined, in general terms, the mal?
features of the system of financial control and management that is presenﬂy
in effect in the Government of Canada, both at the executive—that is to saY7
the central agency—and at the departmental levels. I also mentioned the
various stages of the financial management process to which the GlasscO
recommendations are directed.

In this connection, to refresh our memories, perhaps I should recall that
last week I outlined the various stages under certain broad headings, amo®
them the following:

(a) The planning and preparation of estimates;

(b) The form in which the estimates are presented to Parliament;

(c) The management and control of the expenditures once the estimate’
have been approved;

(d) The accounting for the expenditures; and, 5

(e) What I call the “post mortem”—that is to say, the audit, pot
internal and external, that takes place at the end of this cycle of
activity, and along with the purely financial audit, the audit olf'
appraisal of performance, which is just as important in terms 9
assessing the effectiveness of a unit’s operation as is the lelrey
financial audit of what is laid out on a balance sheet.

It is my intention, Mr. Chairman, to summarize at today’s meeting t,he
recommendations of the Glassco Commission in these various sectors of financt?
management I have just referred to, and to relate these recommendations to the
views of the consultants who were engaged to examine these various conceP
in the light of their application to four operating departments of Governmer™
I mentioned the names of these four departments of Government—Agriculthe’
Northern Affairs, Transport and Veterans Affairs—at the last meeting, thes
being the four departments where management consultant teams were retainé
to work for a period of some six months, ending in June of this year, for t
purpose of testing out the validity of the Glassco concepts in the actual wor
setting of the departments referred to.

As I mentioned at the last meeting, many of the recommendations €0
tained in the Glassco Commission report had already been accepted in princiP.
by the Government before the consultants began their work; but it was thou8
to be advisable to test these recommendations in the departmental enviro®
ment in order to develop the precise details necessary for their incorporati®
into a working system. It is one thing to approve a recommendation in bro?
principle, but it is another thing really to fit it into the mechanics, the processeS
of administration that continue on a day-to-day basis in a given Governme?
department. In addition, we wanted the other recommendations contained_
the second report of the Glassco Commission on financial management Wf}lc
have not yet been approved to be fully tested under actual operating conditio?
in the departmental and governmental structure.

At our last meeting several committee members raised a number of queS;
tions on planning, control and management of expenditures, which I think 2
directly relevant to the fields and problems which have been examine o
these four departments by the consultants to whom I have already mad
reference. I hope my remarks today will complete the picture I sketched
our earlier discussion, and that I will be able to describe for you today
changes in the present system of financial management and controls which
Glassco Commission has recommended and which have, in turn, been endor
supported, qualified or, in part, discarded by the consultants who underf
these four financial management studies.
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In assigning the various recommendations or proposals of the Glassco
Ommission to the broad categories I have already used to describe the entire
Process, I have had to do this in somewhat arbitrary fashion, inasmuch as there
are some of the Glassco recommendations which fit in under more than one
eading. However, I am sure that honourable senators will appreciate the
feasons why I have more or less arbitrarily listed each of the Glassco recom-
Mendations under one of the four or five categories, so that I can deal with

em at one point in my remarks rather than coming back to them at various
lmesg,

First of all, under the heading of “Planning”—the planning and prepara-

10n of estimates—this was the first of the several stages of financial management

Teferred to earlier. Under the heading of ‘“Planning” we discussed at some

®ngth last week the question of planning in relation to annual estimates of

€Xpenditures and revenues, and the efficacy of long-term planning in producing

better control, analysis and balance of expenditure. A number of the Glassco
fecommendations relate to this concept of planning for financial management.

Perhaps I might be forgiven here for pausing to note that in talking about
Dlanning in this context I am echoing sentiments in relation to planning which
fome from the Glassco Commission and the business management consultants

0 were retained on the Glassco Commission teams. It is their views in planning
Yather than any other doctrinaire views relating to the concept of planning that
am discussing when I am discussing these various recommendations.

1 Here are the recommendations the Glassco Commission has put forward in
elation to the planning processes for financial management:

Q First of all, all departments and agencies should be required, according to
laSStL‘o, to prepare and submit to the Executive—that is, to the Cabinet—long-
€rms plans of expenditure requirements broken down by programs.

Secondly, an overall forecast of Government expenditures and prospective
SSources—that is, revenue resources—for a period of five years ahead should
€ developed an employed, both by the heads of the departments in relation to

Thirdly, more objective standards for analysis and comparison should
th developed and employed, both by the heads of the departments in relation to
3 €Ir own programs and also by the Treasury Board; and these standards for
bgaIYSis and comparison should be the instruments of appraisal that are used

. the Treasury Board and the Departments in the annual estimates review
Ocess.

B o

Fourthly, the establishment review—that is, the review of the personnel
Quirements, the numbers and types of positions required by a department—
Ich is undertaken at the time of the actual preparation of the estimates,
Ould be undertaken as part of the overall program review process and not
Nducted as a separate exercise.

Here we have four recommendations of the Glassco Commission, all relating
forward planning of expenditure, either in the short term or the long term.

sl With reference to all these points I have listed, the four management con-
of tants in these four departments have expressed the view that the function
oth short-term and long-term financial planning needs to be strengthened
inel"y substantially in the Government service; that there is a no’ga_ble weakness
ihtthe effectiveness of our planning machinery, in terms of our ability to d‘evellop
€rmediate and long-term plans and in terms of our capacity to use objective
90ls of measurement for assessing the relative value of the programs which are
forward by departments for the consideration of the Treasury Board. The
DSultants have suggested that all departments should be required to prepare
at year, for their own use and for the consideration of the Treasury Board,
Orma] planning document that will cover their short-term—that is, one to

Co
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three years in the future—and their long-term program requirements—five years
or more. This document, in addition to serving the purposes of the departmend
for its own internal management purposes, would also be the document th@
would serve as the basis of the estimates preparation process for each year
the Treasury Board.

This planning document which has to include both a short-term and 2
longer-term plan, should endeavour to define for each program and for ea
activity which is the responsibility of a given department or agency *t
objectives and the goals of each of those programs and activities. The depart~
ment should be required in this planning document to set down in writid
clearly and concisely what are the purposes of the program and of the activities
which it has been asked to carry out by the Government, and what are ﬂ{e
goals that the department is setting for itself to achieve in relation to this
program, both in the short term and in the longer term.

The planning document should contain information on those points. I
should also contain information setting out the factors and criteria that the
department proposes to use in achieving its goals, and the specific plans the
department has developed for achieving its objectives in the short-term aP
long-term perspective. If a department is required each year in a plannin
document to think through and set down for its own use and for that of the
Treasury Board the objectives and goals relating to each of the programs
which it is responsible, the standards and criteria which it proposes to apl{1
in making up its programs and presenting its overall plan as to how it wi
achieve its objectives, this planning document will carry both the depa\r’cmen
and the Treasury Board a long way forward in relating these plans to the dolla*
requirements that may be needed to carry out the objectives which the depar®
ment has set forth.

Annual budgets of course are nothing more than the translation of th
short-term plans into resources of money, manpower and materiel. Depal”’
ments require that after planning their programs, their budgets be translate
into resource requirements, and later into dollars. These budgets according
the consultants should be prepared by departmental managers not only
the central headquarters of the department, but on down the line at the lo
management centres. The responsibility and the emphasis should be 0P
decentralized, flexible system. This will require each person who is in charg‘i
of a particular activity or level of responsibility, whether it be at a l?ca
office, a regional office, a branch or at central headquarters—each responSlb
official will be required to include in his plan a statement setting out precisé
those things which he and his office will need if it is to continue functioni®z
He will have to set out what his programs are, what is needed to carry the.u
out, and what activities will require to be carried on in that office. He 4
be expected to explain what goals and objectives he has set for himself, aﬂe
what are his plans for carrying on the work of that particular office for the
12 months lying immediately ahead in the next fiscal year. Once these plans g ts
down on paper it then becomes necessary to translate them into three eleﬂ’len1
or types of resources—money, manpower, and materials. How many peQP i
will be required to carry out the objectives? What are all the other requi’®
ments in the way of space, supplies, telephones, and other materials a'll
services? All this will have to be translated into dollars in a way which i e
enable the financial management people at central headquarters to examn:,
the data and assemble it into a planning document—into a composite sta of
ment, showing the estimates of the financial requirements of the departme?
agency for the fiscal year that lies ahead.

Now you might say that to a greater or lesser degree some or all of t
things are already being done in the process of preparing the departmé
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Sstimates. It is of course true that some or all of these things are being done.
OW much of it is being done at the present time depends to a great extent
“DQII the casual, informal and largely unorganized efforts at planning programs
Which are organized at the various departmental levels in the various depart-
Ments or agencies. From my own experience in a good many situations, this
'S done in a pretty informal and casual way. It tends to be done in the head-
Quarters rather than on a decentralized basis at various levels of responsibility.
tfénds to be done in terms of trying to estimate future requirements on the
A8is of past history—what we have had in the past in terms of staff and
Money and what we probably will need in the future. These processes do not,
the opinion of the consultants, involve to a sufficient degree the skills, ability
anc} the energy of the people who are closest to the operation of the programs.
Neither does this method require to a sufficient degree the departmental man-
age}‘s to think through and continue to justify each year the programs for
Which they are responsible. Under the present system there is a tendency to
accept all the programs which have ever got into the machine as being auto-
aatlcally justified because they got into the machinery last year. On this
Ccount, they tend to be included more or less automatically this year without
Nyone pausing to ask whether the investment in money, manpower and
aterial on this particular program continues to be justified for the year ahead.
The emphasis that the departmental consultants place on the development
%f a formal planning document of the kind I have described arises from their
%OnViction that it is only by requiring such a formal planning document to
€ developed annually that we will succeed in getting the departmental man-
38ers to think through again clearly and precisely each year the purposes of
€ programs which in many cases they have carried forward more or less
AWtomatically for a good many years.

Senator GrRosART: Would that be a public document?

thi Dr. Davipson: I think it would not be the intention to have a document of
1S kind, a departmental document, produced as a public document. There
ght be some variation of it produced as a public document, but one of the
gﬁoblemS, as you know, Senator Grosart, when you begin to produce a document
Mth an eye to publication, is that you may begin to deprive the document of
S capacity for objective analysis. It would then acquire a second purpose

Which sometimes affects its value as far as its primary purpose is concerned.

it The CHAIRMAN: The estimates themselves will, however, reflect by way of
S Programs the material prepared by the local and regional offices.
As Dr. Davipson: Yes, and I will come to that a little later in my testimony.
act_I.said, every planning document will require each of the programs and
Wvities of the department to be examined by the department under the
Arioyg headings I have mentioned. They will have to be examined at the local
Chtres of responsibility, as well as at central headquarters. Consequently when
U begin to convert those programs and activities into dollars for budgetary
TPoses, you will bring together a budget dealing with the activities and pro-
ams, first of all at the local level, and then you will combine it into a total
O8ram budget at the central headquarters level, and then the central pro-
am budgets for each separate program will be combined into a total depart-
€ntal pudget.
Wil Departmental expenditure plans and programs prepared along these lines
Sent be presented, we expect and anticipate, in the estimates book to be pre-
se. "&d to Parliament in due course. This will enable the members of Parliament to
th the proposed expenditure of each department broken down according to
bud Programs which the department is instructed to carry out. The program
fet breakdown will be accompanied of course by other material. It may
0948_2
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well be accompanied by the present material, broken down on the basis of de-
tailed objects of expenditure, so that the parliamentarians will have befor
them the kind of detailed information they are accustomed to now as well 2
the new material. They will have that as long as they express any desiré to
have it; but they will also have the other which we think will be a more mead”
ingful breakdown and which as an administrative tool, once the money hai
been voted, will be a much better instrument for exercising financial contr0
throughout the year.

Senator GROSART: Will those tools be external since they are related to the
performance of the program in the economy?
a

Dr. DAvipsoN: No, not necessarily, unless the program happens to b€ ¢
program which is designed to achieve some overall economic effect in terms$ o
the outside world. 5

Senator GROSART: Surely all programs are.

Dr. Davipson: I would question that. I would question that all programs
that are embarked upon by a government, and endorsed by a parliameB"
are deliberately related to the effect that they will have on the economy.

Senator GROSART: Perhaps I might be specific. Take ARDA which Yo't
mentioned several times. In the statement of goals would it be expected tha
the goal would say that in 1965 so many farmers will have so many projec
under ARDA, and so many in 1966, and so many in 1967?

Dr. Davipson: I would think that the application of this philosophy aPPhed
to the ARDA program would require the ARDA administration, first of 2~
to set down its program goals as derived from the legislation, and then
break down those program goals in terms of the specific objectives that they_’
with the konwledge and consent of at least their minister, if not the Goveﬂz‘1
ment, are setting for themselves in certain areas, whether these be functioB®
areas or geographic areas. From that point on they would try to transld
those general area goals into specific goals by saying: “We will endeavo!
over a period of five or ten years in this area, where the survey has demonstraté
there are so many more people living on the land than the land itself will supPo* ;;
to introduce certain kinds of new activity which will enable that area to supP
a larger number of individuals, or relocate some of those individuals into mo¥
profitable activity elsewhere.” This is where you could bring the broad over
objectives down to earth in terms of specific program objectives.

Having laid that out for the long term you would expect in the short—ter“;
planning document that is closely related to the annual estimates to have
ARDA administration say: “We propose to do this by phasing our progrd
over a period of years; for Phase 1 we require so much in the way of persofme é
so much in the way of funds, and so much in the way of equipment ?n‘
materiel.” You will then have something to which you can relate your lfnn
mediate requirements in the next fiscal year. You will also have an indicat ?11
of what are the long term and short term consequences of approving certa}n
programs and projects. For example, if you approve the inclusion of certd!
programs in Year I which clearly have to be phased over several years, yos
will not be surprised thereafter in Year 2 to find that certain of the progr®
you approved for Year 1 come back to you more or less automatically requlrme
twice as many dollars of expenditure as you had approved for Year 1,——becau.s
it will be shown clearly in the five-year ARDA plan that the buildup of ﬂillld
program requires you to start with a minimal amount in Year 1, and to buhe
Fp to a peak in Years 2, 3 and 4, before it tapers off in the final year of

orecast.

£
Senator GROSART: Is this really an extension of what the Minister -
Finance does when he predicts the effect of his budget in terms of dollar rett
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to_the ‘Government, and also its effect on industry, and is it what the average
Mister does when he introduces legislation? For example, Mr. Gordon in-
Oduced the Student Loan Bill and gave the exact number of students year
by Year. I ask if this is an extension of that, because I think it is a useful
ardstick of the effectiveness of any program.

Dr. Davipson: I think it is a very much elaborated and detailed extension
of that, Senator Grosart. It is in the same spirit as that attempt to forecast
e Predict, but you will appreciate that in the presentation of a new program
th arliament any minister who is making predictions or forecasts as to how
'€ Program will work has very little in the way of background experience
that program to go on. Here you will have over a period of time the actual
Derience of the program as it has been carried out in past years to go upon.
€ have always had that in terms of on-going programs.

Y requiring those responsible for a program to set down at a certain

. .d of time each year its objects, and to re-examine its purposes, you will
Quire those in charge to think through and justify the goals and objectives of
€ program, and where it is that they want the program to go. I think it is

Wite fair to say, for example, that in the present estimates process—and the

juaS_Sco Commission brings this out—an abnormal amount of time is spent on
Stlfying the additional numbers of people that you require and the additional
Ounts of money that you require, while a relatively small amount of time is

€0t each year in justifying all over again the people you already have and the
ar amounts that you already have been accustomed to using in the depart-
€ntal programs.

What this means is that,—just as in the case of the iceberg which is only

€-seventh above water—you are concentrating all your attention on the
th, Per cent, perhaps, of new bodies that a department wants to employ, and on
qe 10 per cent of new dollars that are asked for; and you are not asking
wue_stions that you should be asking about the 90 per cent of the program costs
th, Ich represent the people that you have already had on the staff for years, and
b Programs that have been carried on more or less automatically for some

Dsiderable time.
de Now, by trying to develop in the planning document a means by which the
Drgartment is forced to re-examine the objectives and purposes of the tqtal
at gr;?m each year it is hoped that we will be more successful in directing
Qb.entl_on to the total expenditure requirements of the department, and the
in gec‘ﬂves that its programs are expected to achieve, rather than to the marginal

Tement that occupies so much of our time at present.

% The CramMAN: I am thinking of suggesting to Dr. Davidson that in due
se he submits to us a draft sample of a vote which would be set out on a

ex
W
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“f}‘:_gr am basis, together with a draft sample of a vote such as has been suggested
est.lch would consolidate the votes that are presently being put into the
a Mates, so that one vote would take the place of two or three other votes

ng OW set out. If we had those samples we could see more clearly what the
®nded change is.

‘Ylithr’ Davipson: Mr. Chairman, we would be very glad to gupply the com-
19 €e with samples of this kind. As you know, in our estimates book for
ty =65 we have already carried the consolidation process quite far. We could
estie’ for example, one of the consolidated votes that we }_1ave in 'th1s year’s’
ey imates and set alongside it the three or four votes In previous years
rqu;a';es which it consolidates, as a sample of one of the two things you have
sted.
Say, We can also either develop, or filch from the Glassco Commission report, a
Wo, bBle of a vote broken down on a program .ba51s to indicate how these votes
pa;“il_d look in the estimates in the future if they were to be presented to
lament solely on a program basis.
20943\25
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I should add, however, particularly in view of a comment that Senato”
Isnor expressed at an earlier meeting, that in presenting the proposal that e
should present the estimates to Parliament broken down on a program pudg®
basis, we are not necessarily suggesting that this should be a substitute for Wl_"a
you are getting now, or that you should be deprived of what you are gettmg
now. We would be perfectly in accord with the proposition that for a number
years at least we should provide you with both kinds of information. We thi?
that if we can do that for a number of years you will eventually come to ag{'ee
with us that the information broken down on the basis of program budgettlng
is more meaningful that what you are getting now, and we would hope that 4
some time you will agree that we can cut down or eliminate a good deal of ¥
expenditure information that we are giving at the present time. But, theré
nothing to prevent those kinds of information being given to Parliament in
estimates book at the same time. It would be satisfactory, Mr. Chairman, I take
it, if we were to present samples of this to you at the next meeting, or at the
meeting after?

The CHAIRMAN: Yes, thank you.

Dr. Davipson: Now, in determining the level of financial resources that '
departments will need for implementing their short term plans, and for thei*
annual programs, the consultants came to the conclusion that objective stand%rdz
must be developed for the measurement of requirements wherever it is feasl_1
to do so, and that we should rely increasingly, as we can develop these objectiV
standards, on objective standards rather than on mere historic experience.

I have already touched upon the fact that at the present time we tend tl;
rely more upon historical experience in preparing our requirements in term t
of establishments and funds, and to build on past years’ records with? 5
re-examining the justification of past establishments and appropriations.
consultants as well as the Glassco Commission say we should be trying 1
establish objective standards of measurement and that these criteria shott
increasingly take the place of historic experience. 4

T am well aware of the fact that in a great many governmental progralms 11.
may not be as easy to develop objective standards of measurement as criteria ‘fr?e
assessing the value of a program, as it may be in the outside business world- ¢
cannot reduce everything in government to a strict cost value analysis. Thezh
are some programs of which one might even say that regardless of how ™
they cost, public opinion and the will of the legislatures requires that
programs should be carried on in the public interest. However, even in
programs it will be helpful at least to have some objective means of measur? e
what the program is costing, so that we will at least know what it is that
are saying is justified, regardless of the cost involved. e

The consultants were of the view that the Government should be M° 4
' concerned with the objectives rather than the objects of the expenditures, a?is
that financial estimates should be determined by the application of standa¥ ¢
and other means of measurement up to an acceptable level of performanc€, o5
production, developed on policy grounds, and set off against competing priOrltlhe
and financial demands. The consultants therefore endorsed the view that £
examination of the numbers and levels of staff required by a depari;melflt o5
agency should be carried out concurrently with the programming of estimaihe
and be a by-product of the determination of overall requirements at
approved level of a program. .t
If the numbers required by a department are to be determined in the hgat
of the assessment of the department’s programs, this is really a reversal of W, P
we do at the present time, because the present system of establishment r€V'"
is in fact carried out as the first step in the estimates process well in advant
the submission of the over all program and financial estimates of departm®€
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b This may not easy to credit, but in fact what we do at the present time, and
aVe done for a number of years, is to examine first the personnel requirements
# departments and decide with them how many people they require, probably
Month before we sit down with departments to examine what they are
r(’grzaln‘xrning and what their financial requirements are.

Now, the Glassco Commission has said, and the consultants agree, that this
ess should either be reversed or at least combined so that the decision as
€ number of people required in a department flows from a decision as to
much shall be done and what programming funds shall be required, and
Id be a by-product of that decision, rather than the reverse which calls for
Numbers of persons to be determined first, and the extent and scope of
Programming to be considered later.

sty You are well aware, Mr. Chairman, of the fact that so far as the form of the
1 Mates is concerned, the Government has already announced certain decisions.
dealing with this next section of my statement, I am moving from Pa'rt A,
th ich is the planning of the financial management process, to Part B, which is
€ form and manner of presentation of the estimates to Parliament.

n Here again, I would like to start off by indicating the four or five recom-

shendations of the Glassco Commission which were made on the form and

W}?Pe of the estimates, and to indicate also, at the same time, the eﬁ.zten? to

o, Ich these have been endorsed by the consultants or already carried into
€t by the Government. '

Yo The first recommendation of the Glassco Commission is that the number of
do;es in the estimates should be reduced substantially. This has already been
e,
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b, The second recommendation is that the departmental estimates shou!d.be
ra,?pélred increasingly, wherever practicable, on the basis of programs of activity,
her than by standard objects of expenditure.
o I think I have already said enough about that, and do not need to dwell
it again. However, so far as the estimates presentation is concerned this is
0 € of the most significant, if not the most significant, in the Glassco Report
Me Nancial management. We want to present to you as members of the Parlia-
Ve 0t a book of estimates, a statement as to our financial requirements for the
A that will be based upon programs of activity which are meaninglul to
» Tather than simply a catalogue showing that we want so much money for
S Many salaries, or travelling expenses, telegrams and postage and so on. This
Aot €What monotonous breakdown of every department’s and every vote’s
0 Ual requirements on the basis of these standard items, gives to the members
th arliament very little means of understanding or appreciating what it is that
foq Government wants to accomplish with the money and to spend it on. We
i lthat by shifting to programs of activity and continuing to give you this same
th °rr_ﬂation the result will be more meaningful as far as you are concerned, and
1t will also give us, incidentally, a better means of achieving proper
q aneia] management and control in the carrying out of the programs of the
Partmentg through the year.
app, he third recommendation of the Glassco Commission is. that }vhgre
qiv.ropriate, revenues should be offset against related expepdfcures in in-
gl'Ols]i)al votes, and that this should be controlled on a net basis rather than a
asis.
that This means that if there is a program of activity t}lat cost's $1 million, and
foq Program is carried on in a manner which results in certain revenues from
to e Or charges accruing to the Govenment, then instead of asking Parliament
ihg tOte $1 million as the true cost to the taxpayer of the program and recover-
Rev he $500,000 in fees and charges, and putting that back into the Consohdate.d
fnye Fund, the Glassco Commission takes the view that the true cost of this
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program should be shown by setting off against the gross expenditure of $1
million, the $500,000 that is expected to be derived by way of revenues in the
course of the year. We would then ask Parliament to vote the net amount,o
$500,000 which is the true amount that the taxpayers are being asked to prov: i
in support of this program.

Senator SMITH (Queens-Shelburne): Are there many instances where you
would expect revenues of a certain amount, to make it important to know wha
they are going to be in order to reduce the amount of the expenditure?

Dr. Davipson: Well, I have taken the position on this recommendation, and
I think that the consultants have done the same, Senator Smith, that there aré
a limited number of situations in which this approach to net voting should bte
adopted. With some of them we already adopt this method; with others we do B%%
Take, for example the Citizenship Registration Branch of the Department 25
Citizenship and Immigration. The revenues accruing to the citizenship cou*
from citizenship application fees, and so on, are not set off against the gro
requirements of the citizenship registration branch, with only the net amo o
voted by Parliament. In fact, the gross amount is voted by Parliament, and th
revenues, which amount to almost half the gross cost are shown in memoran
form only in the Estimates. t

In the case of D.V.A. Treatment Services, on the otherhand, the gross amot?
of the cost of services is given in the estimates book and there is subtrac @
from that the expected amount of revenue to be derived from provision of th
services, and only the net amount is asked to be voted by Parliament. 2

I think this net voting procedure has limited applicability. One of th,
arguments in its favor is that it prevents a situation from arising in which mé ¢
bers of Parliament are not even aware of the relationship between the cosd
of a program and the revenues to be derived from the program. It Coulr
well be the case that in some situations members of Parliament could be und®
the impression that the fee structure developed as the result of legislations &
otherwise, to support a program was sufficient in fact for the purpose of suppoli_le
ing that program; whereas a presentation of the estimates for that service ont
net basis which I have just described, would reveal the true facts in the pala?
between expenditure and revenue. it

One of the difficulties that we have encountered, arises from the fact th
when a fee structure is developed for a particular service, it quite freque?
is either written into the legislation at the time, or it is written into regula"1
or prescribed by the Governor in Council, and tends to take on a rather fixe aI}w
permanent quality, whereas the cost of producing those services continués
mount from year to year.

; e
Senator SMITH (Queens-Shelburne): If the Government decides to raisé th
fee, it would be difficult to do.

Dr. Davipson: That is right, it would be difficult to do; and perhaps the’:
might be circumstances that justify leaving a difference between the expe? of
ture and the revenue side. But at least the Government and the members.de
Parliament should be aware of the extent of that difference and should de¢ it
deliberately that they are going to subsidize a program rather than haveé
subsidized without a full knowledge of the facts of the situation. in

Another thing that tends to result from the inclusion of the revenué® of
the estimates picture is that it tends to direct more attention, on the P&’ 1
department management, to the revenue possibilities of their programs'me
confess that, in my own experience, after being a deputy minister for S?act
20 years in charge of two departments, I am all too well aware of ﬂ}e the
that my principal preoccupation when I was the deputy minister was W%t
expenditure side of the program. I was concerned primarily with gettlng.ng,
with the job that was mine to do in terms of getting my program M9

1y
S.
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8etting the personnel to do the job, and getting the job done. While I was
Concerned that I should remain within the limits of the money Parliament had
appropriated, I was relatively less concerned with the possibilities on the
Yevenue side of my departmental operation. In fact the way in which the
Estimates are set up, providing as they do for the gross amount required to
Carry on a service to be voted by Parliament, and providing that the revenue,
Whatever it is, accruing from the service goes directly into the Consolidated
€venue Fund, and does not accrue in any way to the credit of the department
~this tends to create an attitude of mind within departments that you must
€ep within your gross expenditure limits, but little or no incentive is provided
Or good departmental performance in terms of the revenue possibilities of
the programs.

; Senator GrosarT: Would there be any difference between the present and
he proposed treatment of this program in relation to the self-supporting or
proﬁt-making program?

Dr. Davipson: I am sorry, but I did not get the first part of your question.

th Senator GrosArRT: Would there be any difference between the present and
€ proposed treatment of a self-supporting or profit-making program within
epartment?

Dr. Davipson: I would think the effect of switching to net voting in the
ca’S‘E'Of a self-supporting or profit-making program in a department would be
O increase the amount of interest of departmental management in the revenue
Slde of the program. Let us take a program that is self-supporting, that breaks
:Xen; and let us suppose you go to the extent of grossing the costs, setting up

€ complete amount of offsetting revenue and voting a dollar item in the
Estlmates as the only amount you require to authorize the continuation of that
Peration as a government operation. The minute you do that, Senator Grosart,
OU are putting the departmental manager of that operation on the spot,
tﬁ €nsure that his revenues do, in fact come up to expectations—because if
€y do not he is either going to be in the hole or has to come back to Parlia-
?ent and say, “I am sorry, but I am $50,000 short of meeting my expenses.”
€n he has to justify either why expenditures went out of control or why
fvenues did not come up to expectations. I think that by requiring that
€Tson to operate on a net rather than a gross basis, even in situations which
nfe break-even or profit-making situations, you are putting him more on his
Aettle to attend to both sides of the ledger than is the case at the present time.
trg the present time, under the system of gross voting, you get your money
Qom l?arliament for the total requirements for the year; and whether the
fo Usolidated Revenue Fund gets $100,000 or $200,000 eventually in the way of
abi? rebates or refunds, or whatever it might be, it really does not affect your
5 ity to carry on with the program for which you are responsible. Therefore,
U tend to direct all of your energies and attention to the management of your

f 98s expenditures and let the revenue side take care of itself.

t Senator O’LEARY (Antigonish-Guysborough): Dr. Davidson, isn’t it true
probIZii;nating the revenues for the ensuing year might be a rather difficult

.. Dr. Davipson: Yes, in some situations that is undoubtedly true, Senator
€ary; but I think the record will show that in a good many situations—and

Citizenship Registration Branch of the Department of Citizenship and
Wh{m‘gration is one I am familiar with—there is a fairly reliable history on

Ich yoy can base your estimate as to the revenue possibilities.

Let us take a look, Mr. Chairman, at this citizenship registration vote

the Department of Citizenship and Immigration, on page 65 of the Estimates
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for this year. This is a vote which covers administration, operation and mainte”
nance, including grants and contributions for language instruction and citize?”
ship information. This is for the administration and operation of the citizenshiP
branch as a whole. One of the major elements in the vote is the CitizenshiP
Registration branch for which Parliament is asked to vote $856,700 this year:
But the memorandum of expenditure and revenue, which is shown in t
supporting details in the Estimates Book, reveals that for the last two years
the revenues for the Citizenship Registration branch’s operations are: $451,685'
in 1961-62; $494,683 in 1962-63; and there are estimates of $490,000 in 1963‘64'
If you vote $846,700 to that Citizenship Registration branch—I do not suggest
this is their attitude, and I use with care the words—they could not care less
whether a dollar of revenue or $490,000 comes in on their revenue side, becausé
you have appropriated $846,700 and said, “Don’t exceed that amount.” On d
other hand, if you were to net this vote and say, “Well now, you say you neé
$846,000. We see you are estimating $490,000 as your revenue. All right, we will
give you $350,700 of public funds and we will “make you stretch to achieve the
revenue estimate you have put in the book,” you can see what the effect woO
be in putting a greater amount of stress on the importance of the revenué
possibilities of these programs.

The CHAIRMAN: If the revenue goes up $50,000 above the estimate, is ther®
authority to spend another $50,000?

Dr. Davipson: This would depend on the wording of the vote.

Senator O’LEARY (Antigonish-Guysborough): As I understand it then, the
vote would be simply the net operating loss of that estimate.

Senator GROsSART: You would hardly want Citizenship and Immigraltion
going out to promote citizenship applications merely to obtain money?

Dr. Davipson: That is correct.

Senator GrRosART: This would apply in many cases. You would not want i
department promoting revenue-producing activities merely for the sake
money? There are other considerations.

Dr. Davipson: Yes.

Senator StamBAUGH: Would this apply to the administration of crow?
corporations?

Dr. Davipson: Of course, Senator Stambaugh, the fact they are crown cor”

porations really means this is what happens at the present time. A cr0
corporation has a degree of independence from Government at the present t{me'
You will see, for example, in the estimates certain amounts that are requir®
by crown corporations, and you are asked to vote money for them. These 10
invariably the net amounts rather than any gross budget. You are not asked
approve the gross budget of the C.N.R., but rather the deficit of the C.N.R. Al

I would like to come back to Senator Grosart’s point. I do not deny at t
there are other considerations, and one would have to look pretty carefully ﬁt
these various situations where there are substantial revenues accruing as a r€® P
of the operations. I merely cite the Citizenship Registration branch Voteeé
Senator Grosart, to indicate what I think is the fact, that by the device of B
voting you do direct the attention of the administration to the revenue as W' ell at
to the expenditure possibilities. If there are reasons why you should not Waot
them to push this, to direct too much attention to it, then you should
presumably, net vote in respect of that particular item.

Senator GROSART: There are a number of cases that come to mind. F;:
example you would not want the Department of Mines and Technical surve e
to go out exploring merely to get money from exploration. There might be sothe
other good reason for doing so, but you would not want to bring pressure o2

mining companies to go and explore so as to reduce the deficit.
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Dr. Davipson: This ties up with what I was trying to say earlier about the
fequirement that the department should set down the objectives and purposes
of its program. If it did this properly the objective in raising a certain amount
of Mmoney from its operation would be kept in perspective in relation to the
Objective of the program.

Senator LaMBERT: It is very elusive to try to estimate the revenue from the
administrative expenses of departments either separately or as a whole.

Dr. Davipson: This brings me back again to the point that the Glassco rec-
Ommendation is merely that “where appropriate” it should be done. It may well
€ true that there is a limited number of situations where net voting would be
Significant and useful; where that is the case, these situations should be exam-
ed on their merits so that where it is possible to predict with any degree of
Certainty what the revenue possibilities are, or where it is reasonable to assume
at the programs purposes will not be unreasonably distorted by putting them
Under the pressure of the kind Senator Grosart referred to, the case for net
V0ting will be fairly assessed and action taken accordingly.

Senator LAMBERT: Is it not correct that the increased interest originating
fr Om the Glassco Report has arisen because of the accumulation over the years of
eficits, and that brings to mind where the final outcome of this research and
@plication is reflected in the showing of the budget. I realize I am asking a very
Bebuloys question. I am not trying to get down to deficit financing or anything
Of that kind, but surely the results of the very meticulous work done by you
d your associates must have been reflected in the estimates, and deficit
Nancing is a way out of trying to capitalize the future potential to develop the
§°Untry. That may be general, but it seems to me this is what we are searching
Or, to get a more even balance between expenditures and returns.

Dr. Davipson: Perhaps I would be saying the same thing if I said that in

rny judgment the concern which led to the decision to establish the Glassco Com-
Ission was a concern with the ever-mounting costs of government, whether
at resulted in a deficit position or whether it did not. There seemed to be a
Ontinuing rise in the cost of government, and therefore since government was
OMming to occupy an increasingly large segment of our total economy, the
Onclusion was reached that it was important to ensure that this ever-increasing
€8ment of the national life was being carried on with reasonable efficiency and
®asonable dollar value given for the dollars spent. I think the Commission’s
Ork was directed towards two objectives—the possibility of making govern-
ental operations as efficient and economical as possible, and along with that
equally important, in my judgment, the best means of ensuring that what-

Ver dollars were spent are spent well. This may not always have the result
it Teducing expenditures; but even where expenditures are not being reduced
IS equally important that for the dollars spent there should be assurance given
go the taxpaying public that they are spent with reasonably full value being
hieved for the expenditures involved. I think that this concern of the Glassco
OMmmission shows up at several points in its reports. The instances reported in
Sfr Ich services are rendered to the public on a semi—paying ]oasis, with a fee
th Ucture that is inadequate to support the cost of providing the services,
n Ese reflect the concern of the Glassco Commission that the .Government should
th drift into situations where it would justify the inauguration .of a program on
SHE Eround that it is a service rendered that would pay for 1t§elf on a self-
) Porting basis, only to find in a few years that 'th_e' expenditures had run
St ay, ahead of the revenues involved. The Patent Division of the Secretary of
thate S department is an example of this. I suspect it would be most unusual for
argument to be advanced that companies or individuals really need to

Ve a subsidy from the official registration agency of the Government through
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being charged less than the cost of providing that service. Yet for ye?rs
because we did not pay sufficient regard to the cost of operating the di\ris}on
as compared with the revenues derived from the fees we have been runni?
at substantial deficits in the operation of the Patent Division. Perhaps I a®
wrong in assuming this was an inadvertent deficit. I suspect however that larg?ly
it was. The Glassco Commission says the fees structure of the Patent Divisio®
should be raised to a level that will normally produce enough revenue to operaté
the division, just as the Insurance Department operates almost entirely on o
self-supporting basis because of the contributions of the insurance companie
The post office and passport offices are other examples, although they aré
somewhat different situations because, for example, in the case of postage rates
there is a definite policy involved in terms of decisions of the Government an
Parliament of Canada to assist certain kinds of activity. For example, cert?m
classes of newspapers and periodicals are assisted because it is national pollcy
that they should not be required to pay the full cost of services.

Well, Mr. Chairman, the final recommendation of the Commission is that the
form of the Estimates themselves should be reviewed, and this comes to ﬂ?e
door of the Finance Committee. They should be reviewed so that the votes W
more truly describe the purpose of the proposed expenditures and so that moré
reasonable and supporting information will be provided and unnecessary det
eliminated. These are the recommendations, four in number, that the commissijon
has made and the consultants have examined and largely agreed upon wit
reference to the question of the form and manner of presentation of t 8
estimates to Parliament.

There was one other recommendation that the commission made in this field:
one that has up to now not been fully accepted by the Government. There was
recommendation that all of the cost elements of individual programs be €o%~
solidated within the same vote. There are reasons why the Government has up v
now been uncertain as to how far it should go in this. We have discussed somé
of the issues here before; the question as to whether each department shOuld
be charged by the Department of Public Works with the rental cost of the space
that the Department of Public Works provides to the department concern€™
This is an illustration, and there are many others, that can be taken as &
example of the principle that the department’s estimates should show the tfue
total costs of carrying on the work of that department whether the cost is peing
borne at the present time through one of the other departments of governmen
or not. But there are some difficult decisions to make in this field as to how faf
it is reasonable to break down the costs of these essential services and char®
them out to the separate departments, and it is for that reason that the Goverr”
ment has up to the present time reserved its opinion on this partiCUla
recommendation.

t1y

I have also noted, for example, that the Government moved, very shor
after the Glassco Commission reported, to give effect to the recommendatio?
that the number of votes in the estimates be reduced. With the concurrence ©
the Public Accounts Committee, you see in the 1964-65 estimates which are no
before Parliament the effects of our first attempt to reduce substantially ‘the
number of separate votes by consolidating certain ones which, in our opini®™
belong quite properly together. In fact, the vote breakdown in the estimates
for some years been very largely on a program basis, even though the VO
were broken up and fragmented to an excessive degree. What we have don€
our first attempt to consolidate the vote structure, and reduce the number,o
votes, is to group together in the consolidated vote structure votes W
we consider, as a result of our examination, belong together because they @
parts of a total program and should not be separated as they have been.
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: Again, may I use, Mr. Chairman, the example of the Department of Citizen-
ship and Immigration to illustrate my point. Previously in the field of citizenship
activities there used to be two separate votes. One was for the Citizenship

ranch, for the carrying on of educational activities largely in connection with
Newly arrived people in Canada. This was an educational program. Alongside
that was the Citizenship Registration Program which involves the citizenship
Courts among other things, and which in its turn carries a certain element of
Citizenship education and preparation for citizenship as part of the process lead-
lng to the granting of citizenship certificates. Those two branches of the Citizen-
Ship and Immigration Department have up to this year appeared as separate
Votes; we have now consolidated them into a single program, thus bringing to-
8ether what used to be Vote No. 5 and Vote No. 10 in the estimates of the
Cltizenship and Immigration Department. We now have a single vote which
Tepresents the combined citizenship and citizenship registration program, and
We have done that without depriving the members of Parliament of any of the
detail that they used to get in the two separate votes.

b The CHAIRMAN: Theoretically it would cut down the time of Parliament
Y half.

Dr. Davipson: Theoretically you are right, sir, and perhaps in fact it will
have some effect in reducing the amount of time that is spent on separate parlia-
Mentary votes.

I have already mentioned that the purpose of this grouping by programs is

0 give emphasis to the objectives of the program rather than to the standard
Objects of expenditure. Since program budgeting has for years been to some degree
A characteristic of our Estimates format in the Blue Book, this explains in part
Why the Government was able to proceed with a consolidation of votes before
the pilot studies of the consultants were complete.

~ We may have to undo some of the consolidation that we have ventured in
this first attempt, Mr. Chairman, if it turns out, as a result of the work still to
€ done, that we have combined improperly certain votes which do not in fact
elong properly together as a combined program. If we have done that then we
May have to undo some of this consolidation, but we think we were fairly care-

Ul and cautious, and most of the work we did in 1964-65 will stand up under

he test of what still lies ahead.

We also have in respect to this group of estimates the views of the consul-
tantg that the estimates should be prepared on the basis of standard objects of
®Xpenditure. I have already spent some time on that, and I do not need to make,
gl more laboured fashion, the distinction between a system of estimating that is

ased upon objectives of expenditure, which are the true programs and goals,
ang the system which we have at the present time which is based on the stand-
zrd shopping list of ways to spend money, whether it be on salaries, travelling
XPenses, or whatever it is. We believe that preparation of the estimates based
bon the objectives rather than the standard objects of expenditure will be
thuch more meaningful, and that planning that is directed to the preparation of
€ estimates and based upon the development and objectives and goals in each
Togram will provide a more meaningful approach, when the Members of the
thouse of Commons and the Senate become accustomed to this new approach to
€ budgeting process.

E I will not deal longer with the question of offsetting revenues against
XPenditures and voting on a net basis, except to recall that there were some
r:rds of caution uttered by Senator Grosart in this connection; and for that
a ason I should draw your attention to the fact that this subject was
“f’p.roached pretty cautiously and selectively, even by the Glassco Commission,
hich said that this should be done “where appropriate.” It has also been

Proached pretty cautiously by the Government which indicated, when it
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accepted this recommendation, that it considered there were relatively few
instances in which net voting, would in fact really be appropriate.

It has also been found that a cautious approach was taken by the consult-
ants who, in their reports on the four departments, referred to the fact that there
were few places in the estimates where a compelling case could be made out for
what we call net voting. In fact, they encountered only one instance, namely;
in the report on the Department of Veterans Affairs where net voting is i®
effect; that is in the Treatment Services Sector of that department. There are
other services in the various departments of government which probably coul
be handled on the basis of net voting. The Post Office is a good example. The
Government Printing Bureau is another example. In each of these situations
where the question of net voting arises, there also arises the question of theé
desirability of establishing a reveiving fund arrangement which will enable
Parliament to vote the net amount required, but which will also provide that the
revenues accruing from that service will not go into the Consolidated Revenu€
Fund from which they have to be voted out again by Parliament, but rather wi
go into a revolving fund where the department can make use of them as well 25
the moneys voted by Parliament to carry on its total activities in respect of that
particular program during the course of the year. So there are some situations
where, in the judgment of the consultants, and in our judgment, there should be
an examination with a view to the establishment of a revolving fund arrangeé”
ment and a net voting arrangement.

Regardless of the extent to which net voting is used, all the consultants
recommended measures to be adopted which will have the effect of improving
the management of revenues. This was the point I raised earlier in my presen”
tation. They include in this recommendation—and here it is subject to th€
point that Dr. Smith raised—the periodic review of fees for services, the
budgeting for revenue expectations, the placing on management of the I€7
sponsibility for living up to the revenue performance that has been budgete
for in the course of the preparation of the estimates.

Senator GrosarT: Can I ask a specific question? In the pricing of GOV~
ernment documents who decides whether a specific document—usually a dé”
partmental document—will be printed entirely at the public expense, or
whether it will have a net loss of so much or, perhaps in the odd situation, *
will make a profit? Who makes that decision?

Dr. Davipson: This is a really difficult problem, Senator. I can give you
several answers. :
Senator GROSART: Perhaps it is really too specific for today.

Dr. Davipson: First of all, there is a technical judgment involved at the
departmental level as to whether the publication should be produced. The de”
partment in the course of its preparation of estimates for the Treasury Boar
will include a certain amount for the printing of publications. It will list these
in some detail, so that you might say that it is the Treasury Board that at tha
point decides whether in principle it is prepared to have these publication ite™
costing this much proceeded with.

There has been from time to time in addition to the annual presentat
to the Board, an interdepartmental committee review of the pricing of pub”
cations—which ones should be free, which ones should be priced at levé
less than cost, and which ones allegedly should be sold at the full price: d
would hesitate to say that the attempts to arrive at a rationale in this fi€
have been completely unsuccessful, but to the best of my knowledge over ¢
20 years I have been here we have not yet really succeeded in getting a €O
pletely satisfactory policy of pricing Government publications that satis es
both requirements of maximum recovery of costs—the full recovery of CO,S o
in certain situations—and the element of the desirability of free distributi

ion
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in g good many cases. In mentioning full distribution, I am thinking of the
Department of National Health and Welfare as an example.

The Queen’s Printer also has a good deal to say about the pricing of
DPublications. You may recall that one of the first steps taken by the Queen’s
Printer, following the appearance of the Glassco Commission’s Report on

rinting and Publishing, was to announce that he was going to raise the price
of all publications by approximately 30 per cent, the purpose being to bring
Prices more closely into line with actual costs of production. However, frankly,
We have not yet, in my judgment, at least, solved satisfactorily the problem of
OW you price publications; nor have we solved satisfactorily the problem
of how you determine which ones should be put on a free distribution basis,
‘}';’hich ones partly subsidized, and which ones placed on full recovery of cost
asis.
There are some recommendations in the Glassco Commission Report on
rinting and Publishing which bear upon this; and one of the purposes of the
Separation of the Government Printing Bureau from the Queen’s Printer was
t? create a situation in which it would eventually be possible for the Cana-
lan Government Printing Bureau to establish its true costs of printing govern-
Ment publications, with a view to charging back the full costs of this to the
€partments concerned.

Senator LAMBERT: You raised the point of the Printing Bureau, which used
o come under the Secretary of State Department and I presume still does. Is it
Possible to establish anything approaching a profit and loss situation with re-
SPect to the Department of the Secretary of State, of which the Printing Bureau
1S a branch?

. Dr. Davipson: No, sir. I think that is quite clear. But it is possible to estab-

1151} a profit and loss situation quite objectively and clearly in respect of the
Tinting Bureau operation itself, and there is in principle no reason why this

Should not be done on the basis of the one vote in the Department of the
Ccretary of State which represents the Printing Bureau operation.

" Senator LAMBERT: Are you suggesting there something in the nature of
he revenue producing capacity of the printing bureau similar to the Queen’s
Press in Britain?

Dr. Davipson: Yes.

Senator LAaMBERT: Well, that is something to explore.

Dr. DavipsoN: As a matter of fact, the Public Printing and Stationery Act
:1°W provides for a revolving fund to be established under the act into which
he revenues received by the printing bureau are deposited and out of which
Certain specified costs of the printing bureau operation are paid.

B We are in the peculiar position right at this moment that the Printing
Ureau is producing, on the revolving fund portion of its operations, a certain
Mount of profit this particular year, whereas Parliament is being asked to

Oppropriate certain sums of money to the Printing Bureau as though it were
DeI‘ating at a deficit or at least not at a profit. One of the things that is under

%Onsideration at the present time is some means of revising the terms of the
€Volving fund, as set out in the Public Printing and Stationery Act, in such a

4 Ay as to make it possible for all of the costs of the printing bureau operation,
S well as all of the revenues, to be embraced in this revolving fund, so that
arliament would not thereafter be asked to vote money for the printing bureau

1ess it was anticipated that there was going to be an actual deficit in the
"Inting bureau operation.
Senator LAMBERT: As a matter of interest, the five volumes of the Glassco
€Port are elaborately produced. It is a beautiful printing job, and was printed
€ bureau I presume. What was the cost of that?



178 STANDING COMMITTEE

Dr. DavipsoN: I would have to find that.

Senator LaMBERT: That is just an offhand question.

Dr. Davipson: I think the Queen’s Printer would tell you he made a proﬁt
on the Glassco Commission Reports. I am subject to correction. It was by way ©
being a best seller. However, to really assess that statement properly yoY
would have to go back into an examination of how much of the costs weré
really absorbed into the printing operation.

Senator LAMBERT: It should have been saleable, judging by its attractive
appearance, if anyone were interested enough.

Dr. DavipsoN: I would like to say one final word on the question I haveé
already referred to with regard to the point that the costs of all elements 9
expenditure be placed in the same vote. This is one recommendation that is st
being assessed, as I mentioned, by the Government, and that while a consolida-
tion of votes has been effected in this year’s estimates in order to bring together
certain costs on a program basis, time has not permitted us, up to the present, to
make a full analysis of common service costs which would permit us to chargé
accurately to each of the programs represented by a vote the costs of providin,g
services from, say, the Department of Public Works, or the Comptrollel‘s
department, or of other common services which at the present time are provid
through service agencies which receive their appropriations directly from
Parliament. )

When you examine more closely the wording of the Glassco Commissio?
recommendation that all the cost elements of a program should be includeé
within the same vote, it does raise some questions as to the desirability of goif_lg
quite as far as the Commission suggests in this regard. For example, to show
a single vote relating to a program all of the elements of cost, including in oné
vote operations and maintenance, salaries and running costs, perhaps YOU:r
capital costs and in addition the costs of grants or transfer payments—* 15
raises the question whether it would be desirable to combine in a single vote
your operations and maintenance costs, your capital ‘costs and your grants ar
transfer payments.

Where these are substantial in amount, it may prove to be desirable to co®”
bine in the operations and maintenance vote all of the common service €05
that we are talking about, but to keep your capital item or your item for transfe
payments, or something of that kind, as separate votes.

Where the capital and grants items are very small, our practice has usually
been to include these with the operating vote, but otherwise kept in separ@
votes, to accord with what Parliament has made clear were its wishes.

Senator GrosarT: Would it make very much difference in having a vote
for each separate item than a three-part vote for each item?

Dr. Davipson: It would depend on the terms that were attached to that
in the vote wording, Senator Grosart. If you had a three-part vote for One
total program, then unless the vote wording made it clear that these must }ie
kept separate and controlled separately and that moneys were not transferab
from one item to another, you would be giving to the department quite a degr®
of flexibility to use a short fall on a capital item to add to their operations 2
maintenance costs. 0

For example, in our estimates preparation exercises this year, on tWr
occasions, situations arose in which a given department, which was un‘,ie
pressure from us to reduce its operating expenses by say $1 million, repli€
that, “We are prepared to meet you on the $1 million, providing you allow i
to take it out of the capital side of our budget.” Our reply was, “No. Y(;r
want us to be satisfied with your agreeing not to spend $1 million this Y€ 10
on some capital project, in return for your adding $1 million annually
your operating costs.”
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It is clear that Parliament would be giving up a measure of control if it
Were to agree to the complete integration without any reservation of capital
and operations and maintenance in the one vote. Please note that I say that
Parliament would be giving up that control. I should add that the executive,
Under the Financial Administration Act, by its control of allotments still has
and would exercise control and prevent this kind of thing from happening; but,
S0 far as Parliament itself is concerned, it should consider whether it wants to
8lve that degree of flexibility to a department in respect of a vote which may
fontain a very substantial amount of capital, and which if not properly con-
trolled could distort pretty quickly the operations and maintenance portion of

€ total vote.

; Senator GROSART: At the present time, are those votes automatically trans-
frred into the department unless there is a specific statement to the effect that
hey should be otherwise?

~ Dr. Davipson: Moneys in a vote are automatically transferable from one
Primary to another, as far as Parliament is concerned, but transfers are sub-
cht to the specific control of the Treasury Board, through the fact that the
Flnancial Administration Act states that departments cannot transfer from
One primary to another primary, even in the same vote, without getting the
Sbecific approval of Treasury Board for that transfer.

I would now like to pass, if I may, to the third main area of concern, as

OUtlined by the Glassco Commission and the consultants, in the field of financial

anagement. That is the management and control of expenditures, once the
Sstimates have been approved. We have gone from planning to the formal
Tesentation of the estimates, and now to the management and control of ex-
enditures once the estimates have been approved.

In this area the commission has recommended, and the Government has
ah‘eady approved, the following recommendations:

Firstly, a recommendation that is of equal importance to the one I stressed
ealrlier,—namely, that departments and agencies be given greater financial
authority and that they be held correspondingly accountable for the effective

dnagement of the financial resources placed at their disposal. What this
X €ans, in essence, is that in the view of the Glassco Commission and of the
°nsultants, and also in the view already expressed by the Government, there
Siklyl's-t be a return of some of the elements of ﬁnancial.management respon-
t ility and accountability from the central control agencies to the departments

€mselves.
A second recommendation: that Treasury Board should continue to lay
N policies on financial and administrative matters that are common to all
artments and agencies, but should do so in a less restrictive and detailed
Dner, There is in that recommendation a clear inference to be drawn that
t%the view of the Glassco Commission the Treasury Board had come to enter
m Much in detail into the decision-making function of the individual depart-
reent'S. The Commissioners say that Treasury Board should, in effect, be less

Strictive and less detailed in the exercise of its financial supervision and
mntrOI, and that it should lay down policies on financial and administrative

ers that are common to all departments.

The third recommendation suggests how the management and control of
Xpe‘nditures should be re-arranged: departments and agencies should be
Oanted more discretion within the framework of broader policies to be laid
o "0 by the Treasury Board in the negotiation of contracts. That has been

€mented only recently through the issuance of a completely new set of

Vernment contract regulations which places more responsibility in depart-
“ts ang agencies, and lays down broad guide lines as to how departments
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and agencies shall conduct their affairs in respect to contracts, but leaves them
with greater decision-making powers. We hope this will result in fewer coB”
tracts coming as recommendations from departments to the Treasury Board for
final approval. )

Senator SmitH (Queens-Shelburne): Is that nmew contracts publicatio®
available?

Dr. Davipson: It is P.C. 1964-1467.
Senator SMITH (Queens-Shelburne): I wonder if I could see a copy.

Dr. Davipson: Certainly it is a public document. It has been given effect
so recently it may not have yet come within the 15 or 30-day requirement ©
publication in the Canada Gazette, but mimeographed copies are available:

Senator SMITH (Queens-Shelburne): You might say this is sorne’chi'1r1g
that is going to be an improvement as far as the public is concerned. Wi
a great backlog of such documents which must be gone through by the Treast
Board, there is always the thought, “Who is responsible for this thing not peing
filed so work can get under way?”

Dr. DavipsoN: We expect, as a result of these new regulations, that the
number of contract submissions coming to the Treasury Board will be ¢¥
just about in half. :

Senator SMITH (Queens-Shelburne): Is the maximum raised?

Dr. DavipsoNn: Yes, this has generally the effect of lifting the ceilings in 8
lot of areas where there were fairly low ceilings before. 3
e

Senator SMITH (Queens-Shelburne): I notice, in reading the abridg 0
edition No. 1 of the Glassco Report, the maximum for construction was $50,0°™
It seems to me that Treasury Board has been dealing with Public Work?
contracts of amounts of a lesser value than $50,000.

Dr. DavipsoNn: I believe the Public Works Act itself—or if not, some Othef
enactment relating to contracts—contains a provision that requires that con
tracts which are not subject to tender or contracts where there has been O_nly
one bid, if put to tender, should be put to the Treasury Board for a decisi®”
There are certain restrictions—and I speak subject to correction, but I ?h
satified there are certain restrictions written into the Public Works Act whl‘fn
make it necessary that they continue to submit to the Treasury Board certa?’
types of contracts involving quite small amounts of money, and I think that blil’
changing the Government contract regulations we cannot change that. We r
have to wait until the Public Works Act itself is changed and certain Oﬂ,le
legislative changes are made in such enactments as the Defence Produ(}tl
Act, for example, before we can go as far as I believe the Treasury Board Wls?e
to go in granting a greater amount of leeway to the departments in the award

of their contracts.
Senator SMITH (Queens-Shelburne): Well, let us not get into that now-

Dr. DavipsoN: A fourth recommendation is that greater use be made of P°
diem rates and other measures to simplify travel regulations. ot

Fifthly, departments and agencies should adopt modern managen®
reporting techniques.

Sixthly, consumable stores should be controlled by greater use of reV‘?1
fund accounts. I have already referred to this in connection with the Prif
Bureau. P2

In addition to these recommendations, all of which the Governmt‘{nt is
approved, the Commission made a number of other recommendations 11 "
area of financial management—that is, the management and control of expe of
tures after the estimates have been approved—which are still the subJ'ec
examination and which have been the subject of very intensive ex‘aminatlor,:aﬂt
the four departmental management consultant teams. One of the most impo*
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of these, and one on which we are going to have, I believe, a very considerable
amount of difficulty in arriving at a solution, is the recommendation that hence-
forth responsibility be placed on departments for certifying to the Comptroller
of the Treasury that expenditures will be lawful charges and that funds are
available.

At the present time, as honourable senators know, the Financial Adminis-
tration Act calls for a pre-audit by the Comptroller of the Treasury of all
Proposed expenditures; so that it is not correct to state at the present time that
the final responsibility rests on departments for certifying to the Comptroller of
Fhe Treasury in respect of their proposed expenditures. The department has to
ISsue a requisition to the Comptroller for a cheque. It may be required to certify
that the expenditures are lawful charges, that funds are available, and that the
80ods and services for which the proposed expenditure is to be made have, in
fQCt, been received or performed; but under the law as it stands at the present
time the Comptroller of the Treasury, who is not part of departmental manage-
Ment, has the final responsibility, subject only to an appeal to the Treasury

oard, for determining whether or not that requisition shall be honoured and
the payment made.

. The companion recommendation, going along with the Glassco recommenda-
tion that this responsibility be shifted to departments, is that the responsibility
of the Comptroller of the Treasury should be limited in future to ensure that

€ departmental officers providing this certificate are properly authorized.

If these two recommendations are adopted it will involve, quite clearly, a
Very substantial shift in the present alignment of responsibility from the Comp-
troller to the departmental management.

Senator GROSART: Historically, might not that be considered a regressive
Yather than a progressive step?

Dr. Davipson: That is a debatable question.
Senator GROSART: I said “might not.”

Dr. Davipson: Certainly, there are two views on this. The history of the
€Xperience of the twenties, when departmental management was handling its
°_Wn accounts and was responsible for its own expenditures, led to the installa-
10n of the Comptroller of the Treasury in the decisive position he presently
OCcupies with regard to expenditures. There is no question that the fact this
thority is exercised by an outside agency, not part of the departmental
Management team and not subject to the direction of the minister directly
II}‘CGI‘es‘ced in the expenditure, does provide a very real safeguard in certain
Inds of situations. It provides undoubtedly a second check on the validity of

€ expenditure and does, I think, ensure against the loose and casual exercise of
€partmental financial responsibility that was the cause of trouble in the 1920’s
and 1930’s and that could recur if proper departmental controls and supervision
re not provided, The point which Glassco raises is whether or not in the context
the Government administration as carried on today, and having in mind the
3bilities and qualifications of departmental personnel, and the concepts which
€ advances in terms of fixing responsibility—the question he raises is whether
perhaps through this means we are not overinsuring against mistakes by dupli-
Cating many of the functions in the department as well as in the comptroller’s
ce, and whether this arrangement by which the responsibility is divided
tOGS not in fact weaken the sense of departmental responsibility for ensuring
hat it does the job properly in the first place.

Senator GROSART: If that second check were removed, at what point of time
Woulq the next check come on: let us say there was an invalid governmental
®Xpenditure?

Dr. Davipson: The Auditor General, of course, would eventually in the post-
udit be in a position to check and pick up the mistakes that had been made. It

209483
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would be too late to prevent their being made, but he would eventually be in‘8
position to reveal the extent to which the department had failed to live withi
the requirements as laid down by Parliament and Government for that depart
ment.

Senator GROSART: But it might be years before it was discovered.

Dr. DAVIDSON: Yes, it might be years and then again it might never be d§5‘
covered. But actually the situation could arise where it might never be dis”
covered now either.

I would like to point out that there is no suggestion in the Glassco Com~
mission recommendations that the responsibility of the comptroller in the
field of pre-audit be done away with without something equally effective peing
put in its place.

Senator GROSART: At departmental level?

Dr. DavipsoN: Within the department—through the establishment of &
chief financial officer in each department, and through the installation of 2
regime of financial management based on program budgeting, which we hav
already discussed, and through the creation of a system of internal audit an
management audit,—in short, a complete system of departmental financial ma®”
agement and control, based upon program budgeting, and management report”
ing from the local units,—all of which would be designed to provide the samé
effective control of expenditures within the department as is now exercised 02 i
more detailed basis by the comptroller from outside.

Glassco submits that the present system is an attempt to double—chedf
every decision made by every department that involves a financial expenditur‘?’ ;
and he goes on to argue that the system that the Government should install }5
not a system which endeavours to double-check every single decision that *
made but rather an internal system of financial management and control wit
the department that will be effective. Once that is done, it then becomes neces”
sary to make certain that this system continues to function properly, and th
requires a system that ensures a proper monitoring or auditing of performanc%'
Through the regime that the Glassco Commission would install, you woul
examine the performance of the transactor rather than each individual trans”
action; and it is this consideration which leads the Glassco Commission to ar
that if you are going to make departmental management truly responsible 2
its operations and if, which is more important, you are going to hold the 4
accountable for the effective performance of the duties they are charge ;
carry out, you must entrust to them the full financial management of t
program and make them responsible for the integrity of that management, an 7
not relieve them either of the consequences of this responsibility or overprot® s
them by building around them a protective mantle that will ensure that Wh_a 4
ever mistakes they allow to slip through will be picked up by a later check1?
mechanism. g

There is a very real issue of principle involved here. There are argumen:d
that could be presented on both sides of this question and I am not conce.rn te
with arguing the case for either one of these viewpoints. I am trying to indicd "
what the nature of the recommendation is, and why it is that the Governm® %
has paused before accepting this particular recommendation because it is aW2
that there are some real issues involved here. Legislative changes would
involved and the Government wants to be sure it has the full implication® g
this decision before it considers making any change whatever in this area.

Senator GROSART: In your own experience would you say the departn’lerl
generally welcome this pre-check?

Dr. DavipsoN: By whom?

peir
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Senator GROSART: The pre-check you referred to—the authority—the out-
Pre-check and authority to go ahead before they go ahead.

Dr. Davipson: I think I would have to say that most departments would
ivgelCOme being given this responsibility and being held accountable for it. That
1 Not to say that that is necessarily the view of the Governmeént or of the
| oreasury Board or that that is what will ultimately be decided upon. Certainly
- D the basis of my discussions the viewpoint of the majority of departmental

Ahagers I have talked to is that this is a responsibility which should be depart-
€ntal, subject to a much more highly developed system of internal audit and
Ontrol than I think any department or almost any department is in a position
O Provide at the present time.
A Tl_le third of the Glassco recommendations which was tied up to this and
ﬁnWhlch I have already referred is that there should be appointed a senior
b ancial officer in each department or agency, and that this appointment should
€ subject to the concurrence of the Treasury Board. This has, in the minds of
Me, certain overtones of installing a sort of financial Gestapo in the depart-
bent. It is very interesting to note, however, that in Australia, as I was informed
a Treasury Board officer from Australia recently, the departments have the
desponsibility in their hands which is recommended for assignment to the
Partments by the Glassco Commission. However it is exercised there in this
4 4y: each department has one or more certifying officers, so-called, and also an
uthOI‘izing officer. The right to designate an officer in the department as either
authorizing or a certifying officer is held by the Australian counterpart of
# T Treasury Board. The department is not interfered with so far as the selec-
on or deployment of its employees is concerned. Each department can nominate
th 2 certifying authority or an authorizing agent one of its employees, who has
Qoe confidence of the Treasury Board. If the Treasury Board in Australia has
k Nfidence in the person so nominated, it then designates this particular employee
thhe department for this purpose, and it will issue him a formal certificate
Ich recognizes him as the proper employee to carry out on behalf of the de-
bzrtment the function of authorizing or certifying expenditures, as the case may
ab: ;f the Treasury Board there has any reason at a later date to question the
Allity of that particular officer to carry out the particular function assigned to
of 47 it may withdraw the certificate, and from that point on the employee
that department remains an employee and he can be used for any purpose the
auf‘?ﬂ‘tmen‘c wants to use him for, but he cannot act as a certifying officer or
h0rizing agent on behalf of the Government within that department.

Senator GrosaArT: I think there is a Treasury Board officer watching our
Penditures in the Senate.
Dr. Davipson: I don’t think so—no.
th Senator GrosarT: Senator Smith is the chairman of the committee, and
1S my recollection.
QomDr' Davipson: No, I question that, Senator Grosart. That is an officer of the
Ptroller of the Treasury.
ing Senator LaMBERT: The expenditures are determined by the Treasury Board,
the Senate distributes them.
Dr, Davipson: And if that officer does not think that the expenditure you
Y %Pose to make is justified in law and in accordance with proper procedures he
Tefuse to make that payment.
Senator GROSART: He is an officer under the Comptroller of the Treasury.
Dr, Davipson: Yes.
Senator Grosart: He is very effective, no matter under whose control he is.
top, Dr. Davipson: The last of these recommendations which are still under

:oldel‘ation, relating to the management and control of expenditure is that the
08,
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cost of common services should be charged to the department. In view of th¢
lateness of the hour I think I should not do more than say that we at the Presen
time are examining the findings of the four financial management consultants 02
these various recommendations. We are trying at the present time to formulat
a report which can go to the ministers of the Treasury Board and which will P
in proper perspective and in a balanced fashion the issues that arise in respec
of these particular recommendations. It will then be for the ministers oB o
Treasury Board to take account of the recommendations made by the Glassci
Commission, together with the views expressed by the financial manageme g
consultants, as well as the views expressed by the departments and agencle
directly concerned; and then to come to some decision as to whether or not they
will recommend to Cabinet any change in the functions of the Comptroller oe
the Treasury as now set out in the Financial Administration Act, or any chan 5
in the relative responsibilities of the departments and the central control agencle
in the financial management and control of departmental expenditures. 0
I should like to say a word now about the two final sections of the Glasscf
Commission’s recommendations—accounting for expenditures, and apprais
performance and audit, both internal and external. These are the areas
financial management responsibility which follow on after the decisions ha g
been made as to how the expenditure programs of the departments and agencle
will be managed in the course of the fiscal year in question. ing
The recommendations of the Glassco Commission with respect to accolﬂﬂ}rl
for expenditures state that the department should be responsible for desig%he
and maintaining the accounting records necessary to meet its requirements 1
Commission recommends also that departments adopt accrual accounting: 45
both of these areas certain issues are raised, the first of which also involves of
do the previous recommendations I have discussed, the role of the Comptr011
of the Treasury. is
As is well known, the Comptroller of the Treasury at the present timeé is
responsible under the law for the preparation of the public accounts an e
obliged, because of that, to maintain central accounting machinery, and to ens 10
that the accounts from the separate departments and agencies are brough e
some uniform basis of comparability for the purpose of presentation of e
Public Accounts document. How then do we reconcile that responsibility of of
Comptroller for the preparation of the Public Accounts with the requireme? it
a department itself for management reporting information that will enabl€ ’ ‘
to carry on its particular operations more effectively? of
This, again, presents a very real dilemma. The accounting requirements e
individual departments, in so far as financial management reporting from 5e
local unit of responsibility up to the centre is concerned, may differ from Bl
department to another. It may have to be structured in one form in a mg o
decentralized department with numerous regional and local offices . .d
branches and in quite a different form, with a relatively highly cen'ﬂ”‘9111
structure of departmental accounting machinery. ont
Therefore, you may have here some conflict between what a depar"r;1 it
requires in the way of adequate accounting machinery for purposes © f
internal financial management, and what Parliament requires in the W2 ot
a system to ensure a uniform presentation of the accounts of the Gover®?
as a whole through the Public Accounts. L
One of the suggestions that has been considered in this connectlon 7€
that departments should be responsible for designing their accounting stru¢ he
but that the maintenance of the accounts should be the responsibility © e
Comptroller of the Treasury on a service basis. This would mean tha ould
Comptroller of the Treasury in effect would have a dual function. He Y ipe
have the function of maintaining a set of accounts that will reflect lnupﬁ
Public Accounts a uniform picture so far as the overall Government acc
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e concerned. He would have, in addition, the function of maintaining the
deDartmental accounting records in such form as the department might require
O its own management reporting purposes. This is one of the alternatives that
AVe been explored by the consultants in the four departmental studies that
ave referred to.
A The consultants have expressed the view that accounting systems should
€ able to support the planning, control and reporting systems which I have
allready outlined by classifying expenditures and revenues according to the
Clivity concerned, according to the management centre incurring the ex-
fenditure, and also according to the object of its expenditure. They are agreed
hat the final product of the expenditure control and accounting system—
Amely, the issue of cheques—should remain with the Comptroller of the
~feasury. They also consider that departments should be responsible for design-
8 their own accounting system but that in the light of a specific analysis in
fach case the Comptroller’s organization could, on a service basis, provide
fCounting services under the direction and control of departments when it
Ould be more economical and efficient to do so.
i I think I had better change those words to read ‘“provide accounting serv-
°8s at the request of a department, and in conformity with a pattern laid
O?Wn by the department,” rather than saying “under the direction and control
departments,” because the Comptroller’s role here would be that of a service
Sency servicing a client in respect of its accounting needs which had already
fen Jaid down clearly by the service agency in advance.
f As mentioned earlier, the consultants have recommended in this connection
ﬁat departments should assume responsibility as part of the total regime of
f(’;‘é‘\ncial management, not only for the certification of expenditures but also
ser What is known as commitment control, which at the present time, under
tthlon 30 of the Financial Administration Act, is under the Comptroller of
€ Treasury.
th Finally, the consultants concur in the view expresseed by Glassco that
€ departments should be responsible for ensuring that expenditures are
er charges, and that they comply with all statutes, rules and regulations.
ere is a violation of the provisions of the law with respect to a specific
c’;fehditure then it should be quite clear that it is the department which must
'y the responsibility and be accountable for that improper expenditure,
th-d that there should be no division or watering down of the responsibility in
1S connection.

Senator GrosarT: Would that mean certification by the minister?

Dr. Davipson: No, it would be certification, in fact, by the Chief Financial
€r, or by someone who would be acting on his behalf.
I should correct that statement. It would be certification by the line officer
Onsible. The financial officers in the department would be staff officers to the
eg Managers, but the line officers will have to take the responsibility for the
Oclslon that is made. It will be the responsibility of the Treasury Board to lay
o Wn the general policies and the governing rules. It will be the responsibility
wigp € deputy minister to hold his line managers to these policies and rules. It
to b? the responsibility of the financial management officers of the department
th, € iIn touch with what is going on in the branches and divisions, and to have
4 Means by which they can bring to the attention of the deputy head of th'e
attear§ment any serious deviation that they feel important enough fco bring to his
Yeg ntlop. The deputy minister would be, in the final analysis, the officer
deponslble for the integrity of the financial management system within the
bre;l:tment, and the deputy minister would be ultimately accountable for any
downs in the carrying out of that responsibility.
Come finally, Mr. Chairman, to the recommendations of the Commission
Tespect to the appraisal of performance and the audit, both internal and

Dl‘o
I D

Offye

s
g

With



186 STANDING COMMITTEE

external, that takes place at the end of this total cycle of financial management
activity. There are a number of recommendations here that the Govermﬂent
has already accepted, one of them being that further improvements must 1?e
made in the Public Accounts to eliminate unnecessary detail, and to expla
variances between actual and estimated expenditures. I believe that theré !
some discussion of this at the present time in the Public Accounts Committe€ o
the House of Commons, and that the Comptroller of the Treasury, who is ¥
officer responsible for the form and shape of the Public Accounts of Canadd
presently meeting with a special subcommittee of the Public Accounts Com”
mittee on this subject.

There is a further recommendation that the Government has accepted t
an interdepartmental committee on auditing be established to develop perSOnne
and improve audit standards and procedures.

There is, of course, full recognition on the part of the Government, tt;g
Treasury Board, and the departments concerned that if the departments aré i
take on any of these additional responsibilities in the field of financial mand |
ment that have hitherto been held as the responsibility of the central contr®
agencies, we must ensure, first of all, that they have the personnel trained e
qualified, as well as their organization structured in such a way as to enab
them to discharge the responsibilities. ) : /

The Civil Service Commission, together with the Treasury Board staff, hais
made certain assessments of our state of readiness in the various departmen.‘
of government to take on at the departmental level these additional respon51
bilities in the financial field; and it has been established that we have ¥8 o
serious weaknesses concerning personnel available, trained and equipp€®
deal with the kind of job that will be required departmentally, if this reSPO?s‘
sibility is to be shifted from the central agencies and vested in the departme? &
With that in mind, training programs are now being developed under the au
pices of the Civil Service Commission—for example, the Society of Industr.ld
Cost Accountants, at Carleton University. It is hoped to produce, over a per* ef
of a year or so, a sufficient number of qualified cost accountants so that th 7
can be settled into position in the departments where the transfer of resp?;
sibility is likely to take place earliest, and it is hoped that the departments
be prepared to accept these responsibilities if, as and when any are transfer’
by government decision, from central control agencies to the departments:

The consultants, in recognition of the fact that the proposed syste™ d
financial management involves a substantial delegation of authority tO0 uld
within departments, recommended a system of departmental audit that Woi
concern itself with the prevention of error and mismanagement in the finan®
field, and also appraise and systematically test the financial control syste™ i

If T could use the crude analogy of the system of wiring and fire alarms of
put in a building to protect it against fire, this has relevance to the syste The
internal audit that would be installed in a department under this regimeé: nd
internal audit would not merely be concerned with looking over vouchers “ .
finding out whether a mistake had been made; the internal audit would b€ ccial
cerned, as more important, with monitoring the entire system of fiB g
management and control and to ensure that the department is strong enot ce
equipped with enough staff and competent people to give a reasonable assuramy
to the Treasury Board that things will not go wrong in that department. nudit
judgment, at least, this is a much more important aspect of the interna haé
function than the actual examination of vouchers to see if some accou?
been added up or paid incorrectly.

Senator LAMBERT: I do not wish to interrupt you, Dr. Davidson, but I
like to ask the chairman if at some later date time will be given to the con®
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ation of this aspect of the Glassco Report, because I think there are some con-
tentious points in connection with the suggestion of a more complete form of
audit in the departments. I have read this report superficially, and this is one
of the points I cannot possibly agree with. I would suggest that a little more
Consideration be given to it, but the hour is late now, and I am sure Dr. Davidson
15 tired.

Dr. Davipson: I have almost finished, Mr. Chairman.

The CHAIRMAN: Perhaps we might finish with Dr. Davidson. Mr. Balls of
the Treasury Board will be with us next week, who will be continuing on this
Very matter. Then we hall have the Auditor General, probably for at least two
further meetings. Following that, we shall be able to return to the evidence we
have heard, and then be in a position better to discuss differences of opinion.

Senator LAMBERT: Very well.

The CHAIRMAN: So perhaps we should let Dr. Davidson finish.

& Dr. Davipson: Mr. Chairman, this point of internal audit is really my final
oint.

Various views had been expressed with respect to the function and purpose
Of this internal audit in the financial control systems of departments. Some
Consultants have suggested that this system should be designed to include all
aspects of the departmental controls which need to be appraised by the internal
auplit unit against the established policies, standards and regulations. How
Widely the mandate of this internal audit unit in the department should be
€xtended—whether to other areas than purely management—is a debatable
Boint on which management and the consultants have not in all cases been able
to see eye to eye.

_ Finally, with relation to the Public Accounts. These are outside my respon-
Sibility as Secretary of the Treasury Board and are the responsibility of the
Comptroller of the Treasury, and it would be better for him to deal with that

efore the committee on another occasion.

. However, from the point of view of the Bureau of Government Organiza-
tlon, I have some concern in following through the recommendations, and I
Would be glad to make any contribution to later discussions in this connection,
Which the honourable senators may request. I think that perhaps the members
Of the committee will expect Mr. Balls to give them his views on the recom-
Mendations of the Commission in respect to the Public Accounts. Should it be

€ case that this is a matter which the committee wishes to return to a little
ater when it is considering what it should include in its report to the Senate,
should be glad to make myself available.
e Mr. Chairman, that coincides with the ringing of the bells outside, and

Tings to an end the material I have to present to the committee, in which I have

®ndeavoured to relate the recommendations of the Glassco Commission itself and
€ findings of the management consultants in the four departments which have
€en subjected to the closest examination.

I have only one concluding word to add, that these financial management
Surveys endorse generally the conclusions that the Glassco Commission recom-

€nded. They found most of them to be feasible and practicable within the

Arious departments of government they examined. The consultants have now
Dl"(’duced a series of more detailed recommendations which have been examined

Y a policy committee established by the Treasury Board. This policy com-
it ttee’s report is soon to be placed before the ministers of the Treasury Board

Self, along with other material, so that the pros and cons of some of these most

Ontroversial issues will be presented to the ministers at the same time.

I would hope that we might anticipate that by the end of this present

Alendar year the ministers of the Treasury Board will have come to firm
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decisions as to the extent to which it is practical to begin to make some changes
in the present arrangements for financial management as between the cen’ﬁ_r
agencies and the departments, and we can follow on from there in the directio?
which the ministers themselves will have to decide.

Senator LAMBERT: I have one final question with regard to the relation”
ship of the Treasury Board to the Auditor General. One assumes, from all that
has been said here, that one of the functions of the board would be to see that
the financial appropriations as approved by the Treasury Board are applied to
the objectives—that in the various departmental estimates are to be voted.
course, we have the annual report from the Auditor General, on which notes
appear occasionally to indicate examples of misdirection of such expendituress
in part, or in detail. Is that the responsibility of the Auditor General completelys
or it is in co-operation with the Treasury Board?

Dr. DavipsoN: The responsibility of the Auditor General is, among other
things, to report to Parliament in respect of certain types of cases which aré
spelled out in the Financial Administration Act, which in his judgment do 1o
conform to the provisions of the legislation governing a particular program; or
which do not conform to the wording of the votes as set out in the estimates
related to that program; or which do not conform to the stated policies am
directives of the Government in the carrying out of that program, as detaile
in the regulations or the directives which the Government may have give?
this is an ex post factor report by the Auditor General on what has been doB®
that, in his opinion, was done improperly or under questionable authority or
circumstances. The Treasury Board’s role, on the other hand, is to try to set the
policies and the directives at the time the program is being submitted for
approval. The department itself puts a proposal to the Treasury Board involv~
ing an expenditure of money for a certain purpose. The Treasury Board cO®’
siders whether it is consistent with what it considers to be the purposes of ﬂ}at
particular appropriation and the purposes which the Government and Parlid”
ment had in mind when it passed the regulations or embarked on this progr_am'
If the Treasury Board is satisfied this does conform to the legislative requir®;
ments, the will of Parliament and the intentions of the Government, it W
authorize that program to be carried out by the department. The departmeﬂt’
in the execution of that program, may or may not comply completely with 2
of the requirements which are laid down, and it is when they deviate from tl’}a
that the Auditor General later on picks up what he considers to be the devid”
tions and reports them to Parliament.

Senator LAMBERT: Is it not one of the functions of Treasury Board to
that the appropriation passed on by Treasury Board is devoted accurately
what it is supposed to serve?

Dr. Davipson: Yes, in theory. However, it would be unrealistic to assumg
that six cabinet ministers, with a staff of 177 on the Treasury Board, coul
follow the execution of every decision to the point where this kind of assuranc®
could be given. If I may say so, this is precisely the reason why the G1ass®
Commission says you can never ensure the effectiveness of performance ‘
trying to examine every decision that is made by a host of departmental Iﬂan_
agers or by making the decisions for them. You must concentrate on the devewp’
ment of a system which will ensure that within each department there is I
sponsible financial management and control, because it is only in that way t
you can really, in the long run, ensure effective performance.

Senator LAMBERT: Surely the officials of the Treasury Board are t
sentinels for the ministerial membership of the Board, to see that the approP*;”
tions properly voted through that Board are applied to the object they aré 5
tended to serve?

see
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Dr. DAvIDSON: Under the present law that is a function which is certainly
Shared by the Treasury Board staff with the staff of the Comptroller of the

Areasury, as well as the departmental management. It is a divided responsibility.

Senator LAMBERT: And the Auditor General comes later, if there is any
Violation of that.

The CHAIRMAN: Are there any other questions of Dr. Davidson?

Once again, Dr. Davidson, we are indebted to you for your evidence, your
Patience and courtesy, as well as your knowledge of the subject. It may well be
that we shall need some further information from you before we are through,
after hearing other witnesses.

I might say that the proceedings of last Tuesday are already printed and
dls‘cributed, though you may not have received them today. We will try and get

| today’s proceedings printed for you by next Tuesday, when Mr. Balls will be

€re. Also we have the supplementary estimates. It may well be the interim
Supply bill will be at least before the House of Commons so, it is certainly sub-
et to our examination in this committee next Tuesday. Therefore, I would

. 3k, Dr. Davidson, perhaps you might have somebody from the Treasury Board

efore our committee, even though Mr. Balls will be our main witness, in case
ere are any questions with respect to the Supplementary Estimates B, or if
e Interim Supply Bill is before the House of Commons and, therefore, avail-
able to us, even though it has not yet reached the Senate.
Is there anything else before we entertain a motion to adjourn?
b Then, the committee is adjourned until Tuesday, October 27, at three
clock.

The committee adjourned.
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ORDER OF REFERENCE

Extract from the Minutes of the Proceedings of the Senate, Wednesday,
May 20, 1964: \

“Pursuant to the Order of the Day, the Senate resumed the debate on the
Motion of the Honourable Senator Connolly, P.C., seconded by the Honourable

€hator Hugessen: :

That the Standing Committee on Finance be authorized to examine and
Teport upon the expenditures proposed by the Estimates laid before Parlia-
Ment for the fiscal year ending 31st March, 1965, in advance of the Bills based
On the said Estimates reaching the Senate; and

b That the said Committee be empowered to send for persons, papers and
cords.

After debate, and—
The question being put on the motion, it was—
Resolved in the affirmative.”

J. F. MAcNEILL,
Clerk of the Senate.
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MINUTES OF PROCEEDINGS
TuEsDAY, October 27, 1964.

Pursuant to adjournment and notice the Standing Committee on Finance
Met this day at 3.00 p.m.

Present: The Honourable Senators Leonard (Chairman), Baird, Buchanan,
CI‘OH, Denis, Gershaw, Hayden, Lambert, Molson, O’Leary (Antigonish-Guys-
bOTOugh), Smith (Queens-Shelburne), and Stambaugh.—(12).

The Estimates for the fiscal year ending March 31, 1965, were further
Considered.

The following witness was heard: Mr. Herbert R. Balls, Comptroller of
the Treasury.

On Motion duly put it was Resolved to print as Appendix “H” to the
Proceedings of this day a document showing the organization of the Office
of the Comptroller of the Treasury and the functions of the Comptroller.

At 5.45 p.m. the Committee adjourned until Tuesday next, November 3,
at 3.00 p.m.

Attest.

F. A. Jackson,
Clerk of the Committee.
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THE SENATE

STANDING COMMITTEE ON FINANCE

EVIDENCE
OrTAWA, Tuesday, October 27, 1964.

__The Standing Committee on Finance, to which was referred the Estimates
laid before Parliament for the fiscal year ending 31st March, 1965, met this
day at 3 p.m.

Senator T. DArRcY LEONARD (Chairman) in the Chair.

The CuHAIRMAN: Honourable senators, we will come to order. I am very
glE}d to see another good attendance, even though the Senate is not sitting. I
think T should tell honourable senators that the proceedings of last week have
Jen printed, have been distributed today and are in your post office boxes,

you have not received them already. Some copies are available here, on
the side table, in case anyone would like to have one.

Today we are going ahead with the program we outlined of considering
the estimates with particular relationship to the recommendations of the
_lassco Commission with respect to the form, the matter and the presenta-
1on of the estimates and the changes recommended by the Glassco Commission.

gain I should mention to you that the estimates in general are before the
9°mmittee, so any questions related to them are pertinent and you are quite
N order to ask any questions upon them. If the particular witness before
‘i‘s has not the answers then we will call a witness who can give the answers.

Say this with particular reference to the fact that the interim supply bill
Wlll_ follow upon the resolution which is now before the House of Commons
aiklng for a vote of interim supply, and it is designed to take care of supply
. ter November 1. In that resolution and in the interim supply bill there will
) S0, of course, be provision for the supplementary estimates which have been
abled in addition to the main estimates and previous supplementary estimates.
B Our witness today is Mr. H. R. Balls, Comptroller of the Treasury. Mr.
IaH.S has been in the Civil Service of Canada for a great many years, and
bthlnk he has been holding his present position for at least six years. He has
t}?'ﬂl.following our proceedings and, therefore, he is familiar with the matter
& fat 1s under our consideration. So, without further ado—unless some member
3 t}_le committee wishes to raise a preliminary question—I will ask Mr. Balls

tiglve us the benefit of his knowledge and experience in connection with the

Mates.

Mr. H. R. Balls, Comptroller of the Treasury: Mr. Chairman and Honourable

ators, may I first of all express my pleasure at being with you today.

of Ope I shall be able to give some assistance in connection with your study
the Glassco recommendations.

I In regard to the substance of the estimates now before Parliament, I think

th’nust disclaim any ability to help you very much. I think that is somethjng
at comes more in the field of Dr. Davidson or the ministers of the appropriate
*Partments. ;

th The CHAIRMAN: May I interrupt a moment here to say that Mr. Allen of
€ Treasury Board is here with us again today in case we need him or in

sen
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case any questions are asked which should be dealt with by the Treasury
Board.

Mr. BarLs: What I would like to do today is to speak briefly on fouf
main areas, the problem of measuring efficiency in government, government
accounting and parliamentary control over appropriations and expendituress
the relationship between the estimates and the public accounts, and, in someé~
what greater detail, the Glassco recommendations.

But first, Mr. Chairman, I thought it might be helpful if I said something
about the office of the Comptroller of the Treasury, its functions, and organ~
ization. I have brought with me a number of copies of an organization char
which, if it is your wish, I shall have distributed.

The CHAIRMAN: Shall we have them printed as an appendix to the pro-
ceedings today?

Some hon. SENATORS: Agreed.

(See Appendix “H”)

Mr. BaLLs: May I start by saying that the Comptroller of the Treasury
is an officer of the Minister of Finance, an executive officer, but an officer Wh?
has been required by Parliament to perform certain statutory duties. In ad-
dition, on behalf of the Minister of Finance and of departments generally
is required to perform certain service functions. There are four main statuto
duties falling upon the office. The first is to control cheque issues or payment
out of the Consolidated Revenue Fund and to ensure that no payment is mad®
except for a purpose authorized by and within limitations set by Parliament-

In the second place, the Comptroller is required to maintain accounts ©
all appropriations granted by Parliament, classified by allotments as authorized
by the Treasury Board. Thirdly, he is required to maintain records of
commitments chargeable to these appropriations and to ensure that no contraf’t
is entered into unless there is a sufficient unencumbered balance available
an appropriation or in estimates before the House of Commons sufficient o
discharge any commitments under a contract payable during the fiscal yeaﬁ'
in which the contract is made. The fourth statutory duty is to pre-audit 2
expenditures and to examine before payment all requisitions for cheques 0
the payment of departmental accounts to ensure that they comply with 2
relevant legislative and executive requirements. Those are the four statutof
duties of the office.

In addition my office is required to undertake a number of service ful
tions for the Minister of Finance. These include the maintenance of the central
fiscal accounts, the management of the Receiver General cash balances, }
preparation of cash forecasts, the receipt of the paid cheques issued by n’g
office from the banks in order to reconcile them with the cheques issued, @ d
to repay the banks. We are also required to prepare the Public Accounts a%
the government accounts section of the annual budget papers. We are requir®
to act as custodian of securities deposited with the Minister of Finance, &%
since December 1963 to administer the Public Service Superannuation pla?
on behalf of the Minister.

In addition there are a number of service functions we perform on behalf
of departments generally. These are; to provide advice on accounting an
financial administration; to provide accounting and other services in connectl"’
with the collection of and accounting for public monies; and to provide accou®
ing services required for departmental managerial purposes. There is a spec*
provision in the Financial Administration Act requiring us to examine, orj
request of the appropriate minister, departmental revenue collecting and ac’
counting practices, and departmental records, accounts and procedures, 5
specting stores and materials.

c”
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Also through the Audit Services Branch we conduct cost audits of federal
Contracts and verify claims under various federal-provincial cost sharing agree-
Ments. These in summary form are the duties of the office.

I might indicate to you very briefly the magnitude of the organization de-
V_Oted to this task. In the approved establishment for 1964-1965 there is pro-
Vision for a staff of 4,683. Of this number slightly more than half, some 2,492,
are in Ottawa, and 2,191 in regional and district offices located in wvarious
Parts of Canada and in some of the more strategic centres abroad. For instance,
W? have offices in London, Washington, Paris and also one in Metz servicing our
Air division there. Of this establishment of 4,683 the total strength at the end
of September was 4,354.

Senator Bairp: Why the reduction?

Mr. BarLs: This represents vacancies that are not filled at the present time.
There is a normal vacancy pattern of approximately 6 or 7 per cent which we
See fairly steadily throughout any particular year due to resignation, death
Or other reason and the inevitable delay in filling those positions.

Well, Mr. Chairman, if I could turn very briefly to the difficulty, or at
t what I consider to be the difficulty, of measuring efficiency in government.
0 business we have a very effective bench mark in the profit and loss state-
Ment which has nothing comparable to it in most areas of government. I
Ought it might be helpful if I were to quote to you a comment made in a report
0 the United Kingdom Parliament in 1950. In that year a committee on the
Orm of government accounting reported to the United Kingdom Government
On this whole question. It was known as the Crick report, after its chairman.
€re is a quotation from that report:

. in Government, the aim in any branch of its manifold activi-
ties is to carry out a particular item of policy with maximum efficiency
and economy, and there is no simple test of sectional or total success.
Inquiry must be ad hoc—hence the importance of the laborious and
wide-ranging activities, first of the Comptroller and Auditor General
and subsequently of the Public Accounts Committee. It is impossible
to judge by uniform accounting tests the efficiency and economy of
operations involved, on the one hand, in ensuing the safety of the Realm,
the maintenance of Imperial relations and the influence of the Com-
monwealth in world affairs, and, on the other, in the progressive improve-
ment of social services and cultural standards. The range and form of
Government activities, in other words, are determined to only a minor
extent by considerations implying a financial test of success or failure.

6. In contrast, all the activities, however varied their nature, of
a business undertaking are directed to one central purpose; the main-
tenance, over a long run, of such a surplus of current revenue over current
outlay as will at least keep the invested capital intact and allow of peri-
odical distribution to the proprietors. Hence, for example, the cost of
a “free service” to customers or of staff training within a business under-
taking has to be reckoned among the charges which, if the test of
success is to be fulfilled, have to be more than covered by true revenue
from sales or other sources. The question whether to embark on the
erection of a new factory or on the installation of new plant has to be
settled by close estimates of sales prospects and the yield in terms of
economy in production. No such test can be applied to Government
contributions to education or social services generally, to the erection of
a new ordnance factory or a national museum, or to research on fighter
aircraft or penicillin; .
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This is the quotation from the Crick Committee on the Form of Government
Accounts.

Consequently, gentlemen, I think in government we must seek some other
criteria for determining whether or not government operations have beeP
efficient. Other methods must be adopted in addition to those relying on the
accounts and the financial statements. Some of these could be work measure-
ment or time and motion studies; management audit programs; operations an
methods studies; sampling and other statistical devices; establishment reviews
or methods by which personnel requirements in any organization may be deter-
mined and the development of man-hour ratios and unit cost techniques.

With your permission I should like to come back to this point in regard t0
government efficiency, but may I turn briefly to the matter of governmen
accounting and parliamentary control over appropriations and expenditures?
I should like to mention four or five basic concepts underlying our financi
system. First of all there is the sovereignty of Parliament in regard to finance:
Parliament, of course, grants all money to the Crown. Secondly, there is theé
principle of the Consolidated Revenue Fund into which all public moneys from
whatsoever source are paid, and out of which all public moneys are paid, wit
the authority of Parliament.

Thirdly, there is the principle of executive initiative which requires that
all proposals for the expenditure of public moneys be made by the Governmen
and introduced to the House of Commons with the recommendation of thé
Governor General. Fourthly, there is the principle of annuality which requirés
that the financial operations of the Government should be considered on 2
yearly basis, as distinct from any other. Fifthly, there is the concept of the
budget which in our Canadian system represents an all-inclusive consideratio?
of revenues and expenditures at one time.

I should mention very briefly some aspects of Government accounting
Government accounts, as distinguished from the accounts of business, are main~
tained for the most part on what is known as a cash, as distinct from aP
accrual, system of accounting. In passing I might say—and I am sure that Dr-
Davidson has mentioned this to you—that the Glassco Commission’s recom”
mendations include the suggestion that the Government’s fiscal accounts .be
maintained as at present on a cash basis, but that accrual accounting be appl}ed
where appropriate for departmental managerial purposes. The real ques‘clqn
here, I think, is a comparison of costs and benefit; whether, in fact, the addi-
tional expense entailed in maintaining accounts on an accrual basis is wort
the additional cost.

There are two or three other things I should mention about Government
accounts that may be helpful to you. In regard to capital assets it is our prac”
tice—and as far as I understand the Glassco Commission has suggested n‘;
change in this regard—to charge the cost of acquisition or construction ©
capital or physical assets to the budgetary accounts at the time those ass€
are acquired or constructed. We do not follow the practice adopted by busirlf‘f‘s
of capitalizing such assets on a statement of assets and liabilities and apply!®
depreciation policies. The problems that would arise if an attempt were ma
to thus deal with national monuments, battleships and fighter aircraft, is east
visualized. Similar considerations apply to public buildings in which you ha‘{i
invested more than the essential minimum amount required to conduct pubh.
services. This building itself is a case in point. For the purpose of making ;
a national monument something more has been put into it than is needed ™
make it a functional building. These are some of the problems and consider?
tions involved in Government accounting.

Mr. Chairman, if I may I will turn briefly to the relationship between ﬂ_‘e.

estimates and the public accounts. I should like to make one basic point ls
regard to this: the public accounts must of necessity be based on the estimate
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as approved by Parliament. Members of Parliament and the public must know

at the amounts that have been appropriated by Parliament for public pur-
Poses have in fact been spent for those purposes. Consequently, in large meas-
Ure, the form of our public accounts is based on the form of the appropriations
Which in turn are based on the form of the estimates to ensure that expendi-
tures are accounted for and reported in accordance with the appropriations
that have been voted by Parliament.

Successive ministers of finance have taken the position that there should

e close and intimate consultation with the Public Accounts Committee of the

Oouse of Commons before there is any change in the form of the public
accounts. In recent years there have been several times when the form of the
Public accounts has been subject to review and change. In 1961 the Public
Accounts Committee established a subcommittee on the form and content of

e public accounts, which reviewed in detail some suggestions as to how that
Ocument could be improved. I and the Auditor General, Mr. Henderson—who,

believe, will be appearing before this committee later-—sat with that sub-
Committee. It made its recommendations to the main committee, which in turn
Submitted recommendations to the House of Commons, and these were adopted
M the 1961 public accounts. At the present time there is a new subcommittee
of the Public Accounts Committee sitting with the Auditor General and my-
Self, again studying recommendations for the improvement of the form and
Content of the volume. It is considering and taking into account the recom-
Mendations that have been made by the Glassco Royal Commission on Govern-
Ment Organization in regard to the public accounts. I expect these recom-
Mendations will in all likelihood—although I suppose I should not be antici-
Pating—reflect some of those recommendations.

I wonder, Mr. Chairman, if I could turn now to the recommendations of

~ the Glassco Commission?

" The CHAIRMAN: Are there any questions on this preliminary information
hat Mr, Balls has given us?

Senator LAMBERT: There are a couple of points that I would like to have
Clarified. Before the estimates are passed and adopted by Parliament does
€ Comptroller exercise any function in respect of their final form, or the
dMounts of the departmental estimates? The Treasury Board has a function in
that respect, but I was wondering if the Comptroller’s functions come into
Operation only after Parliament has approved the estimates.
.. Mr. BaLLs: Your interpretation is quite correct. The parliamentary con-
Sideration of the estimates, as Dr. Davidson has mentioned to you in his earlier
es.Sions, is entirely a matter for the Treasury Board. It is only when the
$stimates have been approved and passed by Parliament and are embodied
tn appropriation acts that my office comes into the picture. It is at this point
hat I have a statutory direction from Parliament to ensure that the payments
Made from parliamentary appropriations are made for the purposes of those
apDl‘opriations and that the payments do not exceed the amount appropriated
Y Parliament.

Senator LAMBERT: In that connection, this point was mentioned at the
ast meeting. In the Auditor General’s report frequently there are notes added
Y the Auditor General to the effect that expenditures have been made in
Sertain departmental functions which rather go beyond the specified purposes
T which they were voted. You have no recourse in connection with those?
Mr. Baris: In regard to any departmental program of expenditure, the
al regponsibility for that program must inevitably be that of the depart-
thent itself. The department initiates a program which involves expenditures.
k € invoices and requisitions for payment are approved by departmental
Bicials and a requisition is submitted to my officers who are stationed in the
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various departmental offices. We have chief treasury officers serving all of
the large departments and most of the smaller ones. The requisitions signed
by departmental officers are submitted to the chief treasury officer or to
one of his officials and if he is satisfied that this is a proper charge again$
the appropriation and if the payment does not exhaust the appropriatioB
then he will make the payment. There will be occasional cases when the
Auditor General may not see eye to eye with my officers but when one con<
siders that we make between 65 million and 70 million payments a yeal
I think the number of comments by the Auditor General is a relatively sm
proportion of the total. Some cases do arise. We are human and make mistakes
and it is the auditor’s job to find them. We try to be perfect but do not alway®
succeed.

Senator O’LEARY (Antigonish-Guysborough): You stated that the form
of the accounts and it is natural that it takes the same form as the estimate
In the recommendations of the Glassco Commission with respect to the forms
do you see any conflict or conflicts between the recommended form for estl”
mates as compared with the recommended form for accounts?

Mr. BaLLs: I think not. It seems to me that the recommendations of
the Glassco Commission have in large measure been accepted by the Govers~
ment. The first initial stages in the implementation of these recommendation®
are embodied in the estimates for 1964-65 which are before you; and the
public accounts, I am quite satisfied, can be geared to reflect these adequately'
The real question before the Public Accounts Committee of the House ©
Commons at the present time is in large measure the degree of detail th?
will be printed supporting the appropriation statements.

The CHAIRMAN: At the present time Parliament has appropriated certai?
sums of money representing only portions of the total estimates. In the qase ‘
of most departments if not all. Presumably, in some cases at the present t}me
for example the appropriations may be even exhausted or be close to exhaustio?
Is that where you or your officers come in to determine whether or not t i
interim supply bill will meet the appropriation made pursuant to the laSt
interim supply bill? You must see that there is money left out of tha
appropriation before authorizing expenditures at the present time?

Mr. BarLs: That is correct. At the beginning of a fiscal year normally
only one-twelfth or two-twelfths of an appropriation may be granted and th,'e
controls are exercised to ensure, not that the full amount of the estimates 2
not exceeded, but that the amount that has been appropriated from time'
time by Parliament is not exceeded. It is a matter of Parliament appropria'ﬂl’1
one-twelfth or two-twelfths, as the case may be, and then for us to see t 4
that is not exceeded.

Senator CroLL: Under what circumstances do you provide the services of
custodian of securities deposited with the Minister of Finance, as mention®
in (f) on page 2 of the chart distributed today.

Mr. BaLrs: This is a function my office took over from the Departm?nf
of Finance proper in 1960. We have a securities deposit division which mai?
tains custody of something in the nature of $6 million worth of securities.
bulk of these represents securities lodged with the Receiver General on be
of the Superintendent of Insurance. These are securities required by hi
under various statutes to be deposited by various foreign and other insurant 5
companies doing business in Canada. We also maintain custodial arrangeme?
for any contractors securities and deposits that may be submitted in the for y
of Government bonds. Again, we have safekeeping facilities for the custo
of these on behalf of the department concerned.

nalf
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Senator CrorLL: The term is “Minister of Finance”. What bothered me
Was that it appeared to me as if the minister were walking around with these
0 his pocket. Is it not the department or the treasurer or the Bank of Canada

at acts?

Mr. BaLrs: The Minister of Finance or the Receiver General is, I think,
gnated in some of those acts and in the applicable regulations, as being

€ person responsible. Of course, the responsibility for acting on his behalf is
elegated to officials. Prior to 1960 it was the Deputy Minister of Finance who
Wag responsible for the operation of the Securities Deposit Division. Since 1960
1t has been myself and my office.
Senator CroLL: Under what circumstances are unspent votes permitted
€ moved around in a department? I think you understand my question.
Mr. Barrs: Yes. There is a provision in the Finance Administration Act
W €reby transfer votes may be made. There are a number of allotments within
fach item of the estimate. If a department estimates that it will require more
Oney for one of these allotments, it may submit a request to the Treasury
Oard for approval to transfer the amount required to the allotment from
Some other allotment within that estimate item.
Senator CroLL: Would you give an example please.

Mr. Baris: If I may take my own vote, on page 138 of the estimates for
1964-65, the provision for salaries is shown as $18,501,000. I have a further
Tovision for postage for family allowances and old age security cheques,
c“‘molmting to $2,152,000. I may find that there is an increase in numbers of
dmily allowance payments and that it was greater than we had anticipated
8t the time this estimate was prepared and that now we may require $2,300,000.
May find that I have been able to effect staff economies so that I will not
te"-Iuire the full amount of $18,501,000 for salaries. Therefore, I may request
€ Treasury Board, through my minister, to transfer $148,000 from the salaries
d wages allotment to the postage allotment.
Senator CRroLL: That is the only circumstance under which transfer of

Vote would be permitted?

Mr. Barrs: There is another vote in the Department of Finance. Vote 15
Vides as follows:

desj

tob

Dro

Subject to the approval of the Treasury Board, (a) to supplement
the paylist provisions of other votes; (b) for miscellaneous minor or

unforeseen expenses; and (c¢) for awards under the Public Service
Inventions Act;......

This vote is available, Senator Croll, to supplement other appropriations
Which may be found insufficient. The amount provided in the main estimates
1964-65 is $6 million.
Senator CroLL: Let me ask you another question. What in money or
entage do you find unspent, on an average, in say two or three years?
e Mr. Barrs: I will look at the Public Accounts for last year, which I think
u1 give as fair a reflection as anything. For the fiscal year 1962-63 the total
$6p1‘0priations available, including those voted and the statutory items, were
’690,000,000; the expenditures were $6,570,000,000. There was lapsed some
t million which was not available, and $27 million was available under the
'ms of the specific legislation, to be carried forward to the next year.

ahy Senator CroLL: What do you mean, when you say $93 million not avail-
e?

for

Derc

& Mr. Barrs: Appropriations are granted by Parliament to be spent in a
Pecific fiscal year, with the further proviso in the Financial Administration
¢t that payments can be made 30 days after the end of a fiscal year. If
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the appropriations have not been used at that time they are no longer availablé
for the services of the department, and a new appropriation must be provided-
However, there are one or two minor cases where moneys are made availablé
beyond the period of the fiscal year.

Senator CroLL: Let me follow that up. In some instances where they
are able to spend the appropriation and require the unspent amount for thF
next year, the result is that they come in for a very high increase. What 15
the attitude of the department or of the officials in that case? In other words,
is it a sort of a delayed carry-over?

Mr. Barrs: I think what you have in mind Senator Croll, is the sort of
thing that would occur when moneys are appropriated, possibly for a con”
struction contract, and due to delays on account of weather, or for other
reasons, all the money cannot be spent. I think most of the departments woul
have valid and legitimate reasons for not making the expenditures within the
given time, and the Treasury Board would be able to appropriate the money
again the following year.

Senator CROLL: What about the case of say a civil servant who might says
“Let us get rid of this money before the end of the year, otherwise they wil
grab it from us. Let’s do it, even if we have to wait another year.”

Mr. BavrLs: I suppose there is an incentive to spend here. All I can say
in answer to that, Senator Croll, is that I think the responsibility for ensuring
that moneys are spent properly and not extravagantly must rest with the
department concerned, the deputy minister and his officials.

Senator CRoLL: What I am driving at is this, that where you see 2
considerable appropriation has been spent, for whatever reason, it seems to
me there is a particular appeal or reason for applying to someone who cap
give some relief, without hurrying the expenditure, perhaps, needlessly:
Perhaps I am putting this rather crudely, but for those people who are able
to make savings, there ought to be some compensation in the department to
make the savings. Is there any such board or any such authority to whom
appeal?

Mr. BaLLs: Not to my knowledge. I am not quite sure that I get you
full point, Senator Croll.

Senator LAMBERT: Would that not be the responsibility of Treasury Boalrd
officials rather than the Comptroller? I thought that point raised by Senatof -
Croll was dealt with by Dr. Davidson and pretty well covered at our 133
meeting.

Senator CrRoLL: I was not here at that time.

Senator LAMBERT: That point was raised, regarding estimates which €*”
ceeded the amount required in any one year, and the amount was carried 0v€
into the next year. Dr. Davidson dealt with that specifically.

The CHAIRMAN: Senator Croll’s question is also pertinent to this witnes®
because if there is a tendency to use up what otherwise might be surpltt
balance, then the expenditures would have to be approved by the Comptro* £
of the Treasury, and I imagine Mr. Balls would be pretty careful in his scI‘utlny
of such items.

Mr. BaLLs: Mr. Chairman, in partial answer to Senator Croll, the role of
the Comptroller is not to judge the effectiveness of expenditure, but to ju
its legality—to determine whether it is a legal expenditure. I do not think ¥
or my officers, would be called upon to take issue with a department, on
the effectiveness of the expenditure, the appropriateness of it, and the efficiency
of the departmental action to sanction the expenditure which is «assentia‘ny
a departmental matter. I think I must look to the deputy minister and his officid K
to make sure they are taking the proper care in their expenditures in this r
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8ard. My concern is to see that it is a legal expenditure, a legal charge against

he appropriation, and that it does not result in an over-expenditure of the

appropriation.

e Senator CroLL: Then why did you talk to us about efficiency when you first
rted?

Mr. Baris: I still am interested in efficiency, and would still like to speak
about efficiency later on. I may say that I have a real concern also with regard
to the administration of my own office. <

Senator CroLL: I have no doubt about that.

Senator Balrp: How are stamps dealt with; are they paid for by the

departments?
~ Mr. BaLns: There are two arrangements. Normally there is a franking

Privilege granted for the departmental head offices in Ottawa. For the postage
t my offices in Ottawa this is a franking privilege for which there are no

sPl?ciﬁc charges against my appropriation. However, for mail that is posted out-

Side Ottawa by my department, and this applies to others as well, Senator

CI‘OII, we are obliged to pay for that postage. That is the reason for the $2,152,-
0 provision in the appropriations for the Comptroller’s office to provide postage

We must pay the Post Office Department for mailing family allowances and

old age security cheques.

Now, Mr. Chairman, may I proceed with matters in connection with the
Grl'cISsco recommendations?

Senator LAMBERT: Before you proceed, reference has been made to crown
forporations. Where a crown corporation such as the radio corporation is con-
cerned, does the department of Government responsible to Parliament for the
Tadio corporation determine the extent of the budget for that corporation for
My one year; and, if so, has the office of Comptroller of the Treasury any direct
SUperyision over the corporation’s expenditures? This is a matter of jurisdic-
10n, T would say.

Mr. BaLLs: Yes. The normal arrangement, Senator Lambert, is that for each
Crown corporation there is a designated appropriate minister; in other words,
& minjster through whom or to whom the corporation reports. The Financial

minijstration Act, in Part VIII, has defined the classes of crown corporation,

d they have named three distinct classes: departmental corporations, agency

corDorations, and proprietary corporations. The act goes on to provide that all de-

Dar'Cl'nental corporations shall be treated, in essence, as normal departments of
Overnment, and that the same financial provisions that apply to departments

9 _Government shall apply to departmental corporations, though there may be

i nor variations in specific instances. So, the responsibilities that are vested

in Mme under the act in regard to those departmental corporations must be

I,l Me under the act must be applied in regard to those departmental corpora-
lons, 1n regard to agency and proprietary corporations— '

Senator LAMBERT: Such as Polymer, for instance?

f Mr. BarLs: That is correct—I have no responsibility except in regard to
€ National Harbours Board, whereby the National Harbours Board Act I
Tovide the accounting services for the board.

Senator LAMBERT: What category would you place the National Harbours

%arq jn?

Mr, Barns: That is an agency corporation.

The CHAIRMAN: Would you give an example of the first class, a depart-

fntal corporation?

Senator LaMBERT: Would the radio corporation be that?
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Mr. BaLis: I have a fairly recent list, and I can read them for you 25
they stood about a year ago: the Agricultural Stabilization Board, the AtomiC
Energy Control Board, the Canadian Maritime Commission, the Director
Soldier Settlement, the Director of the Veterans Land Act—these latter tw©
are corporations sole—the Dominion Coal Board, the Fisheries Prices Suppor
Board, the National Gallery of Canada, the National Research Council an
the Unemployment Insurance Commission. Those are the departmental cOr”
porations and the relationship between the Treasury and those corporations
is similar to that of the departments.

Senator LAMBERT: That did not include the radio corporation.

Mr. BarLs: The Canadian Broadcasting Corporation is a proprietary co0r”
poration.

I might go on, Senator Lambert, and just add that the Financial Admin~
istration Act requires each agency and proprietary corporation to submit 2
capital budget to its appropriate minister and to the Minister of Finance; a%
that budget must be approved jointly by them, submitted to the Governor ¥
Council and approved by it and laid before Parliament. In addition, the opel‘at’
ing budgets of all agency corporations must be submitted to the appropl‘iate
minister and the Minister of Finance.

Senator LAMBERT: Treasury Board have nothing to do with those?

Mr: BALLS: Treasury Board, in its official capacity, does not have anythi}‘g
to do with that, but I think possibly Dr. Davidson did mention at one earlier
meeting of this committee that officers of the Treasury Board do act for the
minister in reviewing the budgets and submitting their recommendation
him for his action under the Financial Administration Act.

Mr. Chairman, if I could proceed to deal with the Glassco recommendad”
tions, Dr. Davidson and Mr. Steele, I know, have given evidence before you n
regard to these, but I wonder if I could very briefly go over these varlo
recommendations? I do not propose to spend much time on specific ones thaf
fall just in the periphery of my own interests, but there are some that are ©
more concern, and you might wish me to go into these in greater detail. !

Mr. Glassco and his colleagues made some 27 recommendations, I thlnlf
in regard to financial management. If I could just review these briefly unde
the various categories. The first one was in connection with the increase 0‘
departmental responsibilities. You may recall that the commission recomé
mended that the departments and agencies be given, what Glassco called, th
necessary financial authority and be held accountable for the effective manﬁl_ge;1
ment of the financial resources placed at their disposal. This recommendatio
has been accepted by the Government, though in accepting it I think t
phrasing of it was changed slightly, so it would read that departments any
agencies be given “greater” financial authority and be held “corresponding y t
accountable for the effective management of the financial resources place
their disposal. 3

Secondly, in this general area the commission recommended that depart
ments and agencies be granted more discretion in the negotiation of contrac®
This has been accepted by the Government and, indeed, I think on Septembe
23rd, last month, new contract regulations were approved by the Goyefnﬁe
in Council granting substantially increased authority to departments 1 the
negotiation of these contracts. I might say it was my privilege to be 1S
chairman of the interdepartmental committee that considered these regulatlob’
and made its recommendations to the Treasury Board which, in turn, Sued
mitted its proposals to the Governor in Council, which adopted or approv
them. o
The third recommendation in this area was that responsibility be pl2¢”"
on departments for certifying to the Comptroller of the Treasury that &
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Penditures will be lawful charges and that funds are available. This, of course,
S a recommendation of very considerable concern to my office, and with your
Permission, Mr. Chairman, I would like to return to it later.

. The fourth was that departments be responsible for designing and main-
!:alning the accounting records necessary to meet their requirements. This
15 Still—as I think Dr. Davidson mentioned to you—under consideration, and

1S is something I might speak to in a minute or two.

The fifth recommendation was that departments and agencies adopt modern
anagement reporting techniques. This recommendation has been accepted
¥ the Government, and is in the process of implementation.

Sixth, that departmental management be responsible for establishing and
dintaining a proper system of internal audit. Again, this is a matter still under

®onsideration and no definite action has been taken.

Those were the six recommendations with regard to increased departmental

tesponsibility.

In regard to the central control agencies the commission made four gen-

e‘_'al recommendations. The first was that the Treasury Board be placed under the

rection of a President of the Treasury Board who would be a minister other

an the Minister of Finance, and the staff of the board would be attached
O the Privy Council office. This recommendation has been accepted by the

Overnment, with the exception that the Treasury Board, according to an
ouncement, I think, of the Prime Minister, will be set up in due course
%so ; dseparate department of Government under a President of the Treasury

rd.

th The second recommendation in regard to central control agencies was that
1€ Treasury Board continue to lay down policies on financial and administra-
Ve matters common to all departments and agencies, but in a less restricted
anner, This recommendation too has been accepted by the Government.
Third, that the appointment of the senior financial officer in each depart-
Ment and agency be subject to the concurrence of the Treasury Board. The

Vernment still has this proposal under consideration.

o The fourth recommendation was that the Comptroller be responsible for

Cque issue and for managing Government bank accounts and cash funds;
sf:r Mmaintaining the central accounts of the Government, preparing periodic

atements of the financial position of the Government on an over-all basis; for
a:iel?alring the public accounts; for providing, as required, skilled assistance and
all"ICe on accounting matters to departments and agencies; for administering
o Superannuation and pension plans, including those of the armed forces and

OWn corporations; and for providing automatic data processing facilities

N a service basis. :

However, in respect to the authority for payment, the commission sug-

ed that the comptroller’s responsibility be limited to ensuring that depart-
€ntal officers providing certificates are properly authorized. Again I would

Sgest that I might defer this and come back to consideration of it when

€al with the role of my office as a whole.

The third general area of recommendations by the commission on financial

1 dagement was in regard to the estimates, and Dr. Davidson has dealt with
th°Se in great detail. I might list them without any great comment. First,

Commission recommended that there should be a reduction in the number

th. Otes and a consolidation of all cost elements of individual programs within
of Sa_me vote; second, the preparation of estimates on the basis of programs
0 activity and not by standard objects of expenditure; third, the undertaking
he establishment of review as a part of the over-all estimates review
chSS and not as a separate exercise. These have all been accepted by the
Stavernment. Fourth, the development and employment of more objective

21dards for analysis and comparison in the review process by senior depart-
4909

8est,
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mental management and the Treasury Board. Again this has been accepted by
the Government. The fifth recommendation deals with the charging of the
costs of major common services to user departments. I think Dr. Davidso?
indicated to you that there are considerable problems in this regard, and th&
this is a matter on which a final decision has as yet to be reached. The sixt
recommendation dealt with the offsetting, where appropriate, of revenues
against related expenditures, with votes to be shown in the estimates an
controlled on a net basis. Again this has been accepted by the Governmen
with emphasis on the phrase “where appropriate”.

As Dr. Davidson, I think, suggested to you last week or the week befor®
there are a number of areas where this can be adopted to advantage. I shoul
add that it does raise a real problem in regard to the control of commitments
particularly where the amount of revenue associated with the service n‘{ay
flow in throughout the year and not be entirely related to the time at whiC
payments are made. If you have a net vote of a million dollars and expe¢
$500,000 additional revenue, you are limited in your commitment at any
time to the amount of the authority granted by Parliament plus the revenu®
received at any given date. This may serve to hold back an expenditllre
program simply because the revenue will be received later in the year whe?
the expenditure should be made earlier. This creates quite a problem in regar
to controlling allotments, and this is one of the factors that has been in th€
minds of Treasury Board in this regard. :

The seventh recommendation deals with the preparation and submissio®
by all departments and agencies of long-term plans of expenditure requir€”
ments by programs. This again has been accepted by the Government and 15
being progressively introduced and extended, as Dr. Davidson mentioned.

The eighth recommendation was the preparation annually of an overja
forecast of Government expenditures and prospective resources for a per!
of five years ahead. Again this has been accepted and is being introduced.

The ninth recommendation deals with the revision of the form of th¢
estimates so that votes described more clearly the purposes of expenditufe’
the provision of more comparable and complete supporting information a¥
the elimination of unnecessary detail. Again this has been accepted and is in t
course of implementation.

The fourth main heading of the recommendations had to do with ¢
counting and financial reporting. The first recommendation in this connectio®
was that accrual accounting be adopted by departments, although this wa
qualified by a suggestion that the central accounts be maintained as at preseﬂ
on a modified cash basis. The final decision, as Dr. Davidson indicated, has B9
been taken on this, although I think there is fairly general acceptance of t
idea that the fiscal accounts be maintained essentially as at present on a €2 y
or modified cash basis, and accrual accounting be applied in regard to de’
partments wherever it would serve effectively to improve managerial con
trols.
The second recommendation in this area was that a further improvemeflt
be made in the Public Accounts to eliminate unnecessary detail and to expld
variances between actual and estimated expenditures. This has been accepte’
by the Government, as I have indicated, and the matter is currently under *
view by a subcommittee of the public accounts committee.

Senator LAMBERT: Is that directed particularly towards a reduction of
clerical assistance? ;

Mr. BaLLs: In a large measure, yes, but I think there is more to it th?}ﬂ
that. An estimate of the cost of the public accounts shows that each pagé ;1
the English edition costs $25 to print. This does not take into account the cleri {
work involved. Each page in the French edition also cost $25. From t
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It will be seen that each page that can be omitted means a saving. Also the
Volume and the size of our present public accounts with some 1,500 pages
Makes it a very unwieldy document, and we are concerned, as was Glassco,
that it should be easy for members of the House of Commons or of the Senate
0 have access to the information they want. He suggested if it was con-
Solidated and reduced in volume it would be more acceptable, understandable
and yseful. We think this is an equally valid reason.

I should add that the Minister of Finance last year tabled an abridged
Bublic accounts in a very concise and condensed form containing the essential
Sulmnary information in regard to the financial affairs of Canada with the view
that this should be available to the public generally and to the members of

Oth houses in a very readable form and on a basis quite similar to the way
€ accounts of business organizations are presented. This is the first time this
as been done.

Senator LAmBERT: Its value will be more appreciated five years from now

en there will be a basis for comparison.

Mr. BaLrs: All we have now is a comparison with the previous year.
But when we have built up a backlog on this basis it will be much more
Usefyl. There is another factor I should mention and that is the question of
Cost. These reports altogether cost $19.50 for the three volumes of the public
dCcoynts.

Senator SMiTH (Queens-Shelburne): Is that the price the Queen’s Printer

arges?
th Mr. BaLLs: Yes, and that was one of the reasons why it was produced in
Tee yolumes so that those who wanted the financial statements and the sum-
ary statements of the Government of Canada in one volume might get them at
.arelatively modest price of $3.25. The second volume which is the main volume
Qs $13, and the volume in connection with the financial statements of crown
Oporations, the third volume, is $3.25.

Senator LAaMBERT: Is there sufficient demand for this at these prices to
Pay for the cost of printing them?

t Mr. BarLns: No. Bear in mind that the basic cost for this is charged

a° the appropriation for my office. We do not sell all the copies. Quite a number

tl:e- required by officers of my own office as well as departmental officers for
€Ir normal day to day managerial business.

Senator LAMBERT: Are copies circulated among the members of Parlia-
Ment when required?

& Mr. BaLrs: All members of Parliament automatically receive copies. These
€ charged against the appropriations of the houses.

Senator LAMBERT: Thank you.

4 Mr. BarLs: There was a third recommendation in regard to accounting
id financial reporting, and that was that the statement of assets and liabili-
.es. be replaced by a statement accounting for outstanding debt, direct and
dll‘ect, with no reference to net debt. This has reference to a long-standing
Tactice in regard to the Government’s financial system in which we produce

Statement of assets and liabilities. I might say that very few governments
0 this, but Canada for many years has produced, in addition to a revenue and
IXpenditure statement, what is known as the statement of assets and liabilities.

Shows on one side the gross liabilities of the Government—primarily the
unded debt and liabilities in connection with various insurance, pension and
asnuity accounts—and on the asset side the liquid cash assets and financial
psets_ We do not show the values of physical assets such as buildings and

Sblic yorks,
249053



208 STANDING COMMITTEE

Senator LAMBERT: That information is usually included in the Financé
Minister’s annual budget statement—his preliminary statement—is it not?

Mr. BarLrs: Yes, it is also included in the Government accounts section of
the budget papers. This is a recommendation which has not been accepted 5
yet by the Government, but I can say that in my office and in the Departme?
of Finance consideration is being given to the form of the statement of assets
and liabilities.

The fourth recommendation in regard to accounting was that consumablé
stores be controlled by greater use of revolving fund accounts. Again, this hé‘s
been accepted by the Government, and I think Dr. Davidson has discussed thi®
with you. This provides more effective managerial control over consumablé
stores and inventories.

There were also two recommendations in regard to auditing. One was that
the payroll audits of the Department of National Revenue and the Unemploy”
ment Insurance Commission be combined and carried out for the purposes of
both authorities by auditors of the Unemployment Insurance Commissio?
Again, this is a matter on which the Government has not taken a final decisio®

The second of these recommendations was that an interdepartmental com”
mittee on auditing be established to develop personnel and improve audit
standards and procedures. This has been accepted by the Government, and !
expect that action will be taken in the not too distant future to establish st
a committee on auditing.

I might point out in this regard that there is a number of areas in which
the audit is of concern. There is not only the pre-audit with which my 0
office is concerned, but there is the audit of various cost contracts, and the
audit of federal expenditures under federal-provincial cost sharing agreements’
both of which are the responsibility of the Audit Services Branch of my officé:
There is the audit in connection with taxation in the Income Tax and th®
Customs and Excise Tax branches of the Department of National Revenue an®
of course, the auditors of the Unemployment Insurance Commission and the
Auditor General are all concerned in this field. I am hopeful that this m@
serve a very useful purpose.

Senator BaIrp: Are they included in the 4,683 people in your organiZ”
tion?

Mr. Barrs: No. In so far as my department is concerned, the figuré of

4,683 includes the staffs that service the various departments in providin%
accounting and cheque issue services, in maintaining the accounts and If’eé
e -

forming cost audits, primarily in connection with defence contracts and
eral-provincial agreements. The staffs of the Department of National Reve?
and the Unemployment Insurance Commission are all in addition to these:
There is one other general area of the Glassco recommendations that g
would like to mention briefly, and that has to do with common services. Th
Glassco recommendations include a number of comments on those comm® d
services which are required by many departments. The sort of thing they a’
in mind would be the provision of accounting services, the provision of I?ros
curement services, the provision of printing, stationery and supplies——thl,ngd
that are required by all departments of government. The question was ra”""
by the Glassco Commission in a very real way of whether these common Seljde
ices should be provided by an organization specifically designed to pfovlo,
them, or whether each department should be authorized and permitted tO pr £
vide for its own needs in its own way. The commission noted that the unity, z
the public service made it necessary to consider the provision of these adm* d
istrative services for departments where there were these common needs; L e
it noted that considerations of public policy might influence the administrad la,
practices of the Government in meeting its requirements for staff, accomm® bé
tion, engineering works, supplies and equipment, leading not only tO
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formulation of standards to govern such practices but also to the creation of
Yommon service agencies charged specifically with the responsibility of ensur-
Ng—and these are the words of the commission—that the public interest is
Tecognized and served.

Senator LAMBERT: May I ask a question on that point? What does the
fOmmission mean by the words “serving the public interest”? Does it mean
that there be publicity reports that would inform the public about the per-
Ormances of the different departments?

" Mr. Barrs: I would think that what they had more in mind is ensuring
hat whenever a common service is required it be rendered efficiently and at
& minimum of cost.

Senator LAMBERT: I think it is debatable, whether it would do that or
Ot. In other words, one would assume that the recommendation was based
0 the thought that it would eliminate all departmental activities of that kind,
and have them centred in a common vehicle of expression. I doubt very much
that that has happened.

Mr. BarLs: They did, I might say, Senator, set a number of criteria, or
What you might call general principles, which they felt should be the basis
9 any decision as to whether the service should be provided centrally or per-
Mitted to be provided by each department. I might give just an indication of

hat these were. The first was that any arrangement for the provision of a
OMmmon service should not impair the essential authority and responsibility
i Operating departments. This is subject to its being within any general
andards established by the Treasury Board.

Obviously, if you granted departments the authority to build their own
fCommodation then one department might do so very economically while
9ther might tend towards extravagance. In order to ensure that you have
iform standards you would have to have some sort of over-riding control
Mmake sure that one department did not—

Senator LaMBERT: Would not the problem raised by this point come under
burview of the Comptroller’s department?
. Mr. Barns: No. The provision of common services would be a matter
I)rlmarily for the Treasury Board. I should say that it has relevance to me
& d my office in that in providing accounting services we are providing a
“Mmon service.

Senator LAMBERT: But does it not really boil down to the advisability
A Otherwise of the departments concerned—that is, the ministers in the ﬁt_lal
itnaIYSis—having their own vehicles of expression; in having their own pubhc-
Y agents to send out, after the newspapers have published a synopsis of a
tlniSter’s speech, the full text of it, or something of that sort? A volume of

atat stuff is coming out, and I imagine that that is what the report is hitting

to

the

s Mr. Barns: I am not sure that this is the only aspe_ct of thi.s area of_the
Port. There is another part of the report that deals with publicity services.
am sorry for not being briefed on this, but I cannot give you a satisfactory
SWer, Certainly, in regard to this general area, and speaking of common
I“"iCeS, they do relate to the provision of office space and the provision of

paﬁ» and these are things that are common to all departments, but certainly
Wlicity services are as well.

Senator LamBerT: Those are departmental directives, I suppose.

Mr. Barns: In some cases some departments have authority to undertake
Sse things, themselves but for the most part we must look to the Civil
“I'Vice Commission for the provision of staff. We look to the Department of
Ublic Works for the provision of accommodation. We look to the Department
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of Public Printing and Stationery for our printing and stationery supplie
At the present time most departments in large measure look to my office foF
the provision of accounting services. What the Glassco Commission is re
raising here is the issue of under what conditions should these common services
be provided by a central service agency, and what control should be place
on that agency, and to what extent can the departments dictate their requiré”
ments.

Senator LAMBERT: The question naturally arises to what extent onId
it be centralized or whether the status quo ante would not control.

The CHAIRMAN: Whether it would be a fifth wheel or not.

Senator LAMBERT: Yes.

Mr. BaLLs: I had indicated that one of the criteria which Glassco enu”
ciated is that such an arrangement should not mar the efficiency of the operatio?
of departments: (a) such arrangements should not impair the essential authority
and responsibility of operating departments; within any general standar _5
established by the Treasury Board, the user of the services should define his
needs and bear the costs thereof; (b) service and control should be sharply
differentiated; in other words, the suppliers should exercise no control O'}’er
the users, except within the strict limits of their responsibility for applyi™
special considerations of public policy; (c¢) means should be adopted for €7~
suring that common service organizations do not become inbred and complacen"
to achieve this, their direction should be in the hands of senior administrator®
who come within the general rotational program for the top levels of the
public service and who will therefore be conscious of and sympathetic to t.he
needs of the user departments; (d) the organization of each common seI'V}Ce
should be designed to serve the needs of its clientele; and (e) common service
organizations should serve the Treasury Board and its staff as sources ©
technical guidance in the framing of policies and standards to govern adminis”
trative practices throughout the Government.

I think basically what the commission has done here is set what it regafds
as the ground rules for the provision of common services to ensure, on t
one hand, there is efficiency in the provision of these services, but, on the
other hand, that the user departments are protected to ensure that they ge
the type of service that they require. !

I mention this as a general background to the recommendations in reg‘f‘r
to accounting services, because although we have been providing accounti®
services on a common service basis to a department, Glassco has differentiate
to some extent in this regard and has suggested that apart from the cer{tr
fiscal accounts the departmental managerial accounting should be pronde
by the departments officers. !

Again, I am trying to interpret the Glassco recommendations, but priméi_flly
what they are concerned with here is that departments should be prov'lde.r
with the accounting information that they believe they require for the!
managerial purposes; and I think this is right.

Senator LAMBERT: Is one right in assuming that there are two aspects
of this problem? One is internal, that of serving the requirements of 't g
working staff of the different departments, and the other, the form of pubhca‘
tions for the information of the general public which go out from the depa‘,r
ments. One must distinguish between the two. Certainly the latter classificati®
is well served, and probably exceeds all real necessity and requirements
information.

Mr. BarLrs: I am not the proper one to give the answer, senator.

Senator LaMBERT: After all there are annual reports published bY
the departments, which are supposed to give a fairly clear representatio?

al

I
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the activities of each department during the previous year. Of course, they
e available to the public.

. Another matter I had in mind, is that you have talked about instructions
I the departments, especially on accounting matters and so on, which is
Something different altogether from what I had in mind.

Mr. Baris: I think you made a valid point here. This is something about

Which I personally feel keenly in regard to the administration of my own office.

0st departments have a program which has as its basis the providing of
Some gervice to the public in one way or another. Essentially, my own office
5 Providing a service to departments. It is true enough that in serving the
pepartment of National Health and Welfare we place some 3% million cheques
! the hands of the public each month, which go out from my office, in the
Payment of family allowances and old age security; but in essence this is a
Service we are rendering to the department rather than to the public; it
'S a departmental program.

Senator LamBerRT: That is something altogether different from what I
haq ip mind.

Mr. Baris: I would like at this point, Mr. Chairman, to discuss some
of these Glassco recommendations in terms of the operations of the Comptroller
f the Treasury.

b Some of the recommendations that I summarized briefly have been adopted
Y the Government, some are still under consideration, and I hope you will
preciate that I find it awkward to try to give you a personal view in regard
0 some recommendations which are at the present time under advisement
¥ the Government. However, I thought it might be useful if I mentioned
What 1 regard as some of the considerations that must inevitably be raised
Connection with some of these decisions. I think this might be helpful to
OU in your study of the estimates and of the Glassco recommendations.
Pict First of all, I would like to relate my own Treasury operations to this
ure.

In Treasury, we have really no service to offer to the public. Our services
are to departments. To the extent that we do issue cheques and place these
N the hands of the public regularly and on time, this is only an indirect
Service to the public on behalf of departments.

I As a result, what we really have to sell is efficiency. In providing Par-
ament and Government with some assurance that appropriations are being
bplied to the proper purposes and are not being overspent, we are providing
Service to Parliament and to the executive. For the rest we are providing
€rvices—accounting services and cheque issue services—to departments, and
Wlegg we do this well we cannot expect departments to want us to continue.
O other words, efficiency is our lifeblood. This is one reason why I am par-
slcu_larly concerned, and have been concerned, as are all my officers, in en-
l:)I'lng that the operations of the staff of Treasury are kept as efficient as
Ssible.
b I think I can indicate this to you in one of two ways. First, in the rather
st %ad way of comparing Government expenditures as a whole with the staff
Tength of my office.
3 The office was organized in 1932 and has been in existence now for some
i Years. In the first year of its activities, federal expenditures were $.532
foilhon’ and we had a staff strength of 965 This grew to a peak of 9,209 just
it Owing the cessation of hostilities in World War II, when expenditures
talleq $5,136,000,000.
Wi By 1951 Government expenditures had fallen and then risen sharply again
2 !h $2900,000,000. In 1951 we had an expenditure of $2,901,000,000 and
lgstaff strength of 4,035. Today we have expenditures for the fiscal year
63‘64, the last completed fiscal year, of $6,872,000,000 with a staff of 4,476.
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In other words, Government expenditures have more than doubled and the
staff of the office has risen by approximately 10 per cent.

Senator LAMBERT: Between 1950 and 1951 you cut your staff in two?

Mr. BaLLs: Our staff has actually grown from 4,035 to 4,476. 1946 wa°
the speak period after the “war” years, but I did not feel this was the faires
bench mark to take, so I took 1951, when we were back more on an evel
keel. When federal expenditures were $2,900 million we had a staff of 4,035.'
Today we have something over twice that amount in federal expendituré®
with a 10 per cent increase in staff.

Senator Bairp: How much of that is accountable to automation?

Mr. BaLis: I would say there are at least three factors in regard to this-
First, I think comes constant attention to good methods and systems. Recer}"ily
there has been quite a marked impact due to automation. Since the earli€s
days of our operations, particularly since the introduction of family allowances
in 1945, we have used mechanical accounting, cheque writing, and, indeed, 2
the mechanical devices that were available to assist us in doing our job. TwWO
years before the Glassco Commission reported we had already undertake?
feasibility studies in regard to the introduction and application of electroni¢
data processing, and we have applied this in our central pay division, Where_“{e
pay 135,000 civil servants twice a month, and in our cheque adjustment divi
sion. The decision to install that equipment was taken about 1960. These cOm;
puters were installed in 1962, and have shown quite a marked effect in regal
to staff savings. I could cite an instance. The cheque adjustment branch o
probably the most outstanding one. This was taken over by Treasury in 19 1;
and in the immediately following fiscal year our establishment staff strens 3
was 185. Today, as a result of applying computer techniques to the reconcilid
tion of paid cheques—and I may say that we are doing a better job toda ;
than we were then—our staff strength is 110. These are some of the smaller
offices for which I have the figures in front of me. When we took over t y
securities deposit division, which Senator Croll was speaking of, in 1960 W
had a staff of 62. Today the establishment is 29. o3

What I am really suggesting here is that we have had very mal‘}‘
economies as a result of methods and systems of electronic data processmg'
More recently we have been introducing a very intensive program of Wor‘
measurement whereby we are testing, particularly in regard to clerical oper#
tions, the time it should take a person to do his job. You can rate a person p
to whether they are below, equal to or above the standard. For those thar
are below you may give some attention to how you can raise them to it. Fo

those above, it may give an indication they are capable of better things. The
net result is we have had very substantial staff economies. pe
If I could quote statistics just for one more point on this, in 1956-57 t

Government expenditures were $4,800 million, and our staff strength w}?e
4,317. Excluding three department branches which we took over from t
Department of Finance—the superannuation branch, the cheque adJ'us'cmen
and the securities deposit branches—our establishment today is 4,318. We ha £
increased our establishment in ten years by one, and yet the expenditures 72
the Government have in that period increased from $4,800 million to $6,
million. A
Senator O’LEARY (Antigonish-Guysborough): What about your over
expenditures? 5

Mr. BaLLs: I can quote them, and here you have the reflection of th
higher costs. There has been quite a substantial increase in the levels B
salaries, but if we had had a larger establishment we would have had su
stantial costs too.

Senator SMITH (Queens-Shelburne): Your staff is classified by the
Service, or you use the Civil Service terminology—Clerk Grade so-an

civi)
d-50"
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. Mr. BaLLs: Yes, they are classified entirely by the Civil Service Commis-

Slon, I could give you a very quick rundown on the organization. We have
approximately 890 people who are in the classes that we call senior treasury
Officers, treasury officers, treasury accountants, treasury auditors.

Senator LAMBERT: Are they class 47

Mr. BarLs: These are various classes, but they are in the technical and
Professional areas.

B The CHAIRMAN: Have you any idea how many chartered accountants you
ave?

Mr. BaLns: I would judge we have approximately 150 to 200, but I am
Speaking here entirely from memory, senator, and I am not at all certain as
to the precise number.

_ We have a substantial body of professionally qualified people, and par-
tlcularly in our audit service branch where we are giving departments a service
Which is comparable to what a professional chartered accountants’ firm would
Provide,

P Senator LAMBERT: Would the balance be clerical, stenographers, and so
n?

Mr. BaLLs: There are approximately 2,900 clerical people, and then we have
approximately 600 of what the Commission classifies as equipment operators
and supervisors, senior electronic data processors and computer systems pro-
8rammers. These are the new technical people who are operating these rather
Complicated electronic data processing machines.

Senator SMITH (Queens-Shelburne): Mr. Balls, sometimes I receive com-
Munications indicating that someone is having difficulty in getting his bill
Paiq by the Government. Eventually I get in touch with what is referred to in

€ telephone book as the accounts section of the particular department. Do
i"il? have personnel in the accounts section, or is that departmental person-
el?

Mr. BaLLs: I would think that is probably a departmental accounts section.
Wht&n services have been rendered by a supplier or contractor, the normal pro-
Cedure would be for his bill to be sent to the department. The departmental
staff, the engineers concerned, if it is a construction contract, will certify
35 to the acceptability of the work or the goods and services. They will then
Send it to their finance area—which may be their accounts branch or their
MMance gection—who will then certify it is in order for payment and transmit

to my office for payment.

In regard to the prompt payment of accounts this is a matter, I think of
Yery real concern both to the departments and ourselves. Those that in number

Ulk the largest are, of course, those for family allowances,. old age security,
Cnsions and salaries. These are the payments to individuals which are needed
9 help balance the family budgets. But equally important to us is the prompt
Ayment or contractors’ and suppliers’ accounts. Our object—and I must say
€ cannot always meet it on time—is to try to effect payment within 48 hours
fter the receipt of the requisition in our Treasury office.

Senator CroLL: If you pay civil servants every two weeks, why do you pay
Uperannuated people once a month?

Mr. BaLLs: This is purely a problem of equipment. As you know, senator,
?‘ 80od many submissions have been made to the Minister of Finance from
lrldiViduals and organizations suggesting this. The cost involved in converting

Perannuation payments from a once-a-month to a twice-a-month basis would

® quite significant.
Senator CrorL: This is with the data machines?
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Mr. BaLLs: We do not pay the superannuation through our computer proc-
esses. This would require fairly substantial reprogramming of the whole opera-
tion. This is why to date the Minister of Finance has been reluctant to accep?
these requests.

Senator CroLL: I knew what the answer was. I just wanted to know why-

Senator MoLsoN: Does that infer that your equipment is used to its capac-
ity? Why would there be a reluctance to do some reprogramming? This catches
me a little off balance.

Mr. BaLLs: Yes, in fact, we are using the equipment to full capacity at
the present time. We have been using it, as I have mentioned, in the two basi¢
areas: first of all, for the civil service salaries, and secondly for cheque ad-
justments. We are also using it to service a number of departments in pro-
viding accounting statements to them. Our treasury offices serving the depart-
ments are not of such a size as to warrant their own data processing
equipment, so we make use of our central computer service to service them. This
is another demand on their time. Another area has been in connection vvi’ﬁh
the preparation of the register for the social insurance number. Again, this
has placed fairly heavy demands on the time of our equipment. A further area
will be in connection with the Canada Pension Plan. Eventually we anticipaté
we will have further demands in this regard, and at this stage we will need,
I think, completely new equipment.

Senator GERSHAW: Those senior positions, are they all filled by the Civil
Service Commission or can you promote men from lower positions?

Mr. BarLLs: All the positions in the office, except my own, are subject
to the control of the civil service. But in regard to vacancies in the estab”
lishment of my office, these can be filled either by promotion within the
office, by interdepartmental competition or by open competition to any persoP
in Canada. Our normal practice, to ensure that there is satisfactory moral,e
within the office, is to try to fill vacancies by promotion, and whereever thi®
can be done we do it.

If there seems to be a possibility that a position can be filled throlllgh
an interdepartmental competition, this procedure will be followed, but wit
the demand we have today for professional accountants and for this new bree€
of men—data processing people, programmers, and systems analysts—we mus
go to open competitions to get qualified technical people.

Senator HoLLETT: Is there a good supply of men of that class?

Mr. BarLs: The supply of people qualified to operate, to program and
analyse, and to meet the requirements of computers is much less than the
demand. We are in a very difficult market in this regard, and it is very har
to fill all the positions. We have vacancies in this area and this is one of the
factors delaying the extension in other areas.

Senator CrorLL: You used the term “men”. I thought a great many wome?
were in this field.

Mr. BaLLs: We haven’t too many women in our programming and syS'Eerns
analysis operation. My understanding that is that in this area when you fin
a good woman operator she is excellent.

Senator Bairp: Where would a good training ground be for this?

Mr. BaLrs: There are various ways. Most of it has to be done by ’crail’lir‘,g
on the job, by the computer manufacturers, and by schools. The Civt
Service Commission operates courses and we have done quite a bit of wor
ourselves. This was necessary when we converted our two operations, chequf
adjustment and central pay to data processing. This would have left a st
stantial number of people without jobs so we tried to train them. Those thd
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Could be retrained were, and those that could not be retrained were moved
to other areas to fill other vacancies as they arose.

Senator CroLL: What common ingredient did you look for? What did you
find that was common amongst those you were able to train?

Mr. BaLrs: I am not too sure that I can give you a satisfactory answer
on that. One thing that the computer does require is the ability to apply great
logic to the solution of problems. There must be a mechanical aptitude also,
but we did conduct aptitude tests which have been devised by a number of
Organizations interested in the development of data processing. I would say
that logic is probably the greatest thing, the ability to reason down to first
Principles because ultimately the computer comes to a point where it is work-
Ing out a question as to whether something is or is not so. It has to be a yes
Or no answer to every process.

Senator CroLL: I was loading the question, of course, for a while. I notice
You did not mention age.

Mr. Barrs: I did not mention age because I don’t think either of those
Qualifications are necessarily a function of age.

The CHAarrmMAN: What about education? I am referring now to the extent
to which people had completed high school or university?

Mr. Barns: I think our experience has been that you do require some-
thing in the nature of high school education to do effective work. For the pro-
8ramming it does not normally require university education, or for system
al.lalysis, but this has been helpful from time to time. Basically I think a

1gh school education is necessary in this area.

Senator MorsoN: Did you send a number of your people outside for
training?

Mr. BaLLs: Yes.

Senator MorsoN: I presume they would have been selected by aptitude
tests pefore they were considered good candidates, or before being sent on
Some of these courses?

Mr. BaLLs: Yes. We had to start from scratch in this originally, before
We had any data processing equipment apart from the mechanical punch card
€quipment we have had for many years. When we switched to electronic

ata processing, we had to start with some feasibility studies and we put
People on the job who seemed to be the type to analyse the problems, and
heSe were increasingly exposed to the thinking, the philosophy and the opera-
on of the machines. From there on we had to start to develop aptitude tests
and ag this got broader and developed into a larger volume there were written
€Xaminations to determine who appeared to have the qualifications to go on
Or further training. Some of these who took the first step we found at a later
Stage for one reason or another did not have the aptitude we thought they
ad and they were routed back into the normal operation of the office and we
ad to try again to find another group.
: Senator MoLsoN: Did you not meet with some surprises in that field
Ln finding people that you did not think had a great aptitude turned out to
€ very successful?

Mr. BaLis: This is true. There have been some cases where salary levels

f individuals have changed quite substantially in relation to their callings.
°Tr_le people with the introduction of automation have gone ahead much more
4pidly than people who had earlier been their seniors.

Senator LaMBERT: Does this specialization in connection with automation
r,eceive examination and tests and judgments from the Civil Service Commis-
Slon i any way, or is this more often attempted right in the individual depart-

ents?
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Mr. BaLLs: There are many areas vitally interested in this. I think Dr~
Davidson mentioned the Treasury Board has recently established a centrat
data processing service bureau. The purpose is to provide service for any
department requiring it. At the outset the intention is to utilize the existing
capacity of existing installation in the various departments so that a depart-
ment needing the service but not wanting to go to an equipment supplier and
to get its own equipment can rent the time through the central data processing
service bureau to fulfill its requirements, and in the same way a departn’lef1t
that has equipment will be able to earn money by renting its surplus time to,
that other department through the bureau.

Senator LAMBERT: What I had in mind was in the first stage of the recruit~
ment of your staff, does the staff of the Civil Service Commission have any
series of tests suitable for judging the qualifications.

Mr. BaLLs: Yes, they have. I cannot tell you the detail of their organiza~
tion or methods, but first of all the Civil Service Commission has been conduct=
ing courses in order to give some training to existing civil servants. They havé
also a specialized group whose responsibility it is to assist departments in the
recruiting of qualified people from outside the service.

Senator LAMBERT: That is where you would begin to satisfy your need foF
additional staff? You would begin with the Civil Service Commission?

Mr. BaLLs: Yes. We did it in two ways. We tried to re-train our oW®
people, and we also tried to recruit from outside people who were qualiﬁed
through experience.

Senator LAMBERT: Did you advertise for those people? :

Mr, BaLLs: Yes. This went out through a great many newspapers. I think
there were advertisements in the Globe and Mail and in the Montreal Gazet?é
and also the Financial Post. 3

Senator LAMBERT: I hope you did some advertising in the newspapers of
western Canada. I think it would have been noticed if you did not.

The CrHAIRMAN: Would you like to continue your presentation, Mr. Balls?

Mr. BaLLs: Going back to the Glassco recommendations in so far as they,
affect my own office, the recommendation of the commission was that chedu€
issue, cash management and the preparation of cash forecasts continue to be %
responsibility of my office. They also recommended that the maintenance Of_
the central fiscal accounts and the preparation of the public accounts continue‘
as a responsibility of the Comptroller. They did recommend, of course, tha
there be substantially increased departmental responsibility in regard to final”
cial management, and this was coupled with a recommendation that the ComP~
troller’s independent pre-audit be dropped in favour of a pre-audit of some
nature by the department concerned. This is, of course, one of the subje¢
upon which the ministers have not yet come to a decision.

I do not think I can give you anything more than some of the consider?”
tions that might be involved in such a decision. Dr. Davidson did deal wit
this same point from his standpoint as secretary of the Treasury Board-
thought I might give you some of the considerations that appear to meé,
Comptroller of the Treasury and as someone who is presently responsible 'fo
the conduct of that pre-audit, to be important. I might start off by sayi?
that I think the pre-audit function is a four-fold one designed to ensure, firs"
that expenditures are charged to the proper vote and allotment; secon 13
that no vote or allotment is exceeded; thirdly, that the relevant statutor
authority such as executive regulations and directions, and departmental r‘fle
and regulations, are properly applied; and, fourthly, that the mathemati€
accuracy of requisitions for payment, and vouchers supporting them,
verified.

as
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The first two of these—the ensuring that expenditures are charged to

e proper allotment, and that allotments are not exceeded—are tied in very

Closely with the accounting function itself. If there is to be an authority that

as to maintain the central accounts—the appropriation accounts—then it

Seems to me that there is considerable logic in relating this checking of the
tharge to ensure that there is no overcharge to the apropriation.

With regard to the question of whether relevant statutory authority and
€Xecutive regulations are being observed there is here, I think, a question as
0 whether or not an independent pre-audit interferes with departmental
Tesponsibility. This was the concern of the Glassco Commission who felt that
epartmental officials should take full responsibility before their operations.

heir view was that as there was an independent officer checking on the

1*3gality of what they were doing, this, in some measure, deprived them of
that sense of responsibility. Consequently, they have recommended that this
Pre-audit be dropped, and that departments assume full responsibility.

The original reason for the independent pre-audit, so far as I can judge
from what I have read and from what I know of the history of the develop-
Ment of the office, was that in 1931-32 there was very real concern on the
Part of the Prime Minister and the Minister of Finance and their colleagues
8 to whether departments were in fact exercising full control with an ap-
Propriate sense of responsibility. It is for that reason that they introduced the
Independent pre-audit.

The Glassco Commission has felt that departmental management has
Progressed since that time to the stage where it can assume this responsibility.

Yy own feeling on this is certainly that the trend should be towards sub-
Stantially increased departmental responsibility for all departmental programs.
Senator LAMBERT: Safeguarded by what?

Mr. BaLLs: I was going to add, Senator Lambert, that it seems to me that
thEYe are two elements here. I think that departments must be wholly respon-
Sible for the efficiency of their operations, and for ensuring that they are
broviding a satisfactory program in the most effective way and at the most
€conomic cost. Having said that I think there is still a question—and this may

€ one of the reasons why ministers have not as yet come to a final decision
O the matter—as to whether you must associate this responsibility for ef-
Ciency with responsibility for legality.

Senator LAMBERT: Is the present practice of centralized oversight in the
€partments any reason why there should be any lack of efficiency in the
€partments themselves in this connection? In other words, by relinquishing
€ centralized service and giving complete autonomy to the departments is
ere any reason for thinking there would be a decreased measure of ef-
Clency?

Mr. Barns: All I can say is that this is the view accepted by the Glassco
C()IT‘lrnission. This was the basis of their recommendation. I do think there is a
Very real question as to whether you must associate effective responsibility
for efficiency with responsibility for legality. In other words, whether the
etention of an independent pre-audit would in fact vitiate that search for

Ciency_
Senator LAMBERT: It is another way of initiating the philosophic view of
~government?
Mr, BaLLs: Yes.
Senator O’LEARY (Antigonish-Guysborough): Perhaps this is not a fair
unStion, but do you think the departments feel there is a conflict here?

Mr. Barrs: I would say there are probably varying views in the depart-
Ments, Senator O'Leary, but I do know that there are departments which

ould welcome the opportunity of having full responsibility for both ef-
Yency and legality.

Selt
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Senator LAMBERT: I suppose if you have it in one department you are bound
to have it in all, are you not? !

Mr. BALLS: Yes.

Senator LAMBERT: You cannot discriminate.

Mr. BarLs: I think whatever system you introduce you must make it
applicable uniformly.

Senator SMITH (Queens-Shelburne): Mr. Balls, it is not generally the casé
that you cannot take a system which works very well in private industry
in this field and bring it into government and expect it to work in the samé
way, in view of the fact that we are very much more conscious of the legal
background for the payment of accounts, and so on, than any company is.

Mr. BaLus: I think this is very true. On the one hand there is much that gov-
ernment can learn from business, but I do not think you can introduce business
measures in toto into government. We have the basic difference of the lack, 12
most cases, of the criterion of the profit and loss statement that I mentioné
earlier. We have the second and very important point that you have just
mentioned, Senator, that you have an accountability not for the overall result
but for specific actions. Business can tolerate the occasional error or the 0¢~
casional loss providing the overall result is a satisfactory one. In govern:-
ment you have a situation where a minister is answerable to the House an
to the people for any specific transaction that has gone wrong. He canno
justify himself by saying that 99 transactions have been good, and that '.chls
is an exception. He will have to answer in the House for that one transactiof
and this makes, I think, a difference when compared with what managemen
in business must face.

Senator MoLsoN: Could you not achieve a comparable result in a simpler
and more global method than by the pre-audit principle?

Mr. BavLLs: Well, I am not too sure that you could. There is a distinctiO,n
I should make, and that is that the pre-audit by the Comptroller is a pre-aud}
on behalf of the executive, on behalf of management, as it were. A post-audlt
is an audit by the Auditor General on behalf of the legislature. The com’
parison, I suppose, to business is that the Comptroller is an independent intern
auditor responsible to top management as distinct to being responsible to de-
partmental management. The Auditor General is responsible to Parliament as
the shareholder of this corporation.

Senator MoLsonN: But is it not so that the Comptroller is preventing Son}e"
one in the management line from making an error, that in fact you are holdlf,1
someone’s hand and preventing him from exercising his full authority, m
the course of which he may make a mistake?

Mr. BaLLs: In this I agree. I think this is the very basis for the Glass_co
recommendation, that the presence of an auditor who can intervene and rals
an issue before the mistake has been made does to some extent prevent de-
partmental management from making mistakes in regard to the legality 4
illegality of what they are proposing to do.

Senator MoLsoN: And if people do not make mistakes they do not usually
become very wise.

The CHAIRMAN: It gives them a less sense of responsibility so that ﬂ}ey
are more inclined to say that someone else has the responsibility for checki?
on an expenditure, and they will say, “We will make the expenditure, and
them check it.” That is the difference.

Mr. BaLLs: And this is the root of some of the very fundamental ques?
tions here as to whether you should eliminate that independent pre-audit ?,I;
place the full responsibility on departmental management with the possib111 v
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that mistakes can be made. I am thinking of mistakes in the sense of a pay-
Ment made illegally and which are caught only when the legislative auditor
Teports to Parliament some months later; and this has happened. Now, I am
thinking of the political overtones and considerations of that sort of situation.

Senator MoLsoN: The responsibility is immense.

Mr. Barrs: That is right.

Senator O’LEARY (Antigonish-Guysborough): One can realize that the
Dumber of errors could be compounded by the errors of the department.

Mr. BarLs: That is one possibility. I am sure that it is in line with the
Glassco recommendation to expose departments to the full accountability for
their errors, otherwise the trend would be in the opposite direction. I am
Sure this would be the thought in the mind of Mr. Glassco and his associates.

I wonder if I could go on to the last two or three points in regard to

ese recommendations, gentlemen?

The Glassco Commission also did recommend that my office should provide
On an increasing basis skilled accounting advice and assistance to departments.

his is on an advisory basis. They suggested that departments should be pre-
Pared to design their own accounting requirements, but with the suggestion
that on request the Comptroller should be prepared to provide accounting
Services as required by departments.

In regard to this recommendation, I may say that I am almost whole-
heartedly in agreement with it, with two qualifications. The first is that I am
Mot too sure that it is proper that the department should design the accounting
System. I think departments should most certainly decide what they require
fom the accounts, leaving it to those who operate the accounts to produce
hem in the most efficient and most economical manner, but with the one
Overriding consideration that their needs are met to the standards that they
Tequire.

Senator LAMBERT: It would necessarily not have uniformity then?

Mr. BaLLs: Not necessarily at all. I think it is most important that in
OPerations as diverse as government departments special needs of special
4gencies should be met in the ways that are suited to look after those needs.

Senator LAMBERT: Do you not think there is a fundamental distinction on
ACcount of political background as compared to that of a private business, as a
hrlev'aISuring rod in connection with these operations? In other words, the
Political factor intervenes.

Mr. BaLLs: I think there is a fundamental distinction. I have spoken
bef'ore of the profit and loss element. There are many areas in government
in Which services are being provided where cost is not the prime consideration.
bn other words, the need and the demand for a specific service will probably
€ provided, not necessarily regardless of cost, but the cost is a secondary
COnsideration. It is in circumstances like that that you have real challenges
S to how you are going to so operate an organization as to make certain
OU are doing it efficiently.
th Senator LAMBERT: After 35 years of experience I am quite convinced
at political influence .and pressure have a great deal to do with recruitment
Staffs. The Comptroller’s department and Dr. Davidson’s department have
fen trying to offset this, and they are to be commended, but it will take
it 8reat deal of education outside of government and Parliament to overcome
de That is the difficulty I find about giving complete autonomy to the different
fPartments in relation to their accounting activities. Really you have no
Ontrol gyer that; perhaps you have some control.

Mr. Barrs: There is some. One area I should mention. Under the Glassco
fCommendations there still will be the overriding interest of the Civil Service
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Commission in regard to recruitment of staff. Their fundamental concern for
the application of the merit principle will still, I think, be effective in ensuring
that they will be scrutinizing how people are promoted and brought nto the
Public Service.

The CHAIRMAN: Have you anything to say with respect to the recom-
mendation on the appointment of a senior financial officer in each depart-
ment?

Mr. Baris: I think this is a valid and sound recommendation. One of the
problems facing any deputy minister, I should think, is to be sure that he has
in fact the best possible advice in respect to financial matters. In regard to the
recommendation as it is phrased, certainly I agree that there should be a finan~
cial advisor to the deputy minister—the senior departmental officer. The ques”
tion arises as to whether he should be appointed on the recommendation ©
the Treasury Board. I think the point here that Glassco had in mind is that the
Board, as a central control agency, would like to be sure of the quality at
calibre of the man who is advising senior department management in the€
financial field, and this was the device Glassco had suggested should be
adopted to ensure this. This is an area in which, to the best of my knowledgé
a decision has not yet been taken.

Senator LAMBERT: There is a line of demarcation now, and has been fO
some time, between the senior civil servant and the rank and file of reerul'”
ment that makes up the vast body of the organization.

The CHAIRMAN: Do you have another question, Senator O’Leary?

Senator MoLsoN: Certainly, on that appointment there is no other way
that Government could be sure of the quality of the senior Treasury officer
in a department, unless his qualifications and calibre are judged by peOPle
who are in a position to be able to judge. Either the Comptroller or the Treas”
ury Board, presumably, or someone in that field must surely have the say s
that appointment if you are to get the top quality man.

Mr. BaLLs: The recommendation was that this would be on a recommendd”
tion of the Treasury Board. I think, in part at least, the thinking was that ther€
would be some advantage in having the voice of the Treasury Board he'ard_ s0
that there would be an opportunity, possibly, to do some lateral transferring
from one area to another; that is, not only to designate the best officer in oné
department but also to ensure that if there was a capable person in so™*
department other than the one requiring the service, that the man could b€
moved to it. ¢

Possibly Dr. Davidson has spoken of some of the thinking on the part O
the staff of Treasury Board and of the Civil Service Commission in regard i
the movement of senior personnel from one area of activity to another, sO ye
could cross-fertilize departments with the experience gained by one man A
one area, which he could bring on his appointment to a new area. This, in pa"
could be served by this recommendation.

Senator BAtRD: Could these men be taken on without any formalitys %
would they have to go up for examination before an examining board? I

Mr. BaLLs: I am not sure what they would have in mind in this, put d
would have thought that at this stage of a person’s career his capabilities W?ul
probably be so well known that any formal examination would not be requiré™

Senator Bairp: I am wondering how far down the line you went pefor
you were eliminated from an examination. 5

Mr. BaLLs: I am not sure how far down you go, because I am still co?
ducting examinations for the senior officer grades. The highest senior O™
grade in my establishment is usually filled by competition. But the Civil S%
ice Commission has recently been introducing a program whereby they
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be reviewing the background, the experience and abilities of all those in the
Senior officer categories, so that they can expect to have periodic moves and
transfers so that they can gain broader experience.

Senator O’LEARY (Antigonish-Guysborough): Do you see any real rela-
tif)nship between this recommendation in setting up a position in this manner
With the pre-audit problem. Is there any relationship?

Mr. BaLLs: Possibly, indirectly. There is or would be a very real need
for a strengthening in some areas of departmental financial management, but
I should have thought the prime purpose of this financial advisor would be
More in regard to policy consideration than legal considerations

The CHAIRMAN: You would still have officers of your department in each
department?

. Mr. Baris: I would expect we would still continue to provide a cheque
ISsuing service, even with the acceptance of the Glassco recommendation in
toto. We would be expected to provide a cheque issuing service. We would
also have to provide, in some fashion, the central fiscal accounting records,
and these would have to be meshed and linked with the departmental records.
_YOu have the requirements on the broad basis of accounting by appropriations
In accordance with the terms set out in the estimates. This would have to
e extended for departmental purposes, to classify transactions in accordance
With departmental needs and particularly in regard to their needs under the
New system of program budgeting which is gradually being introduced. You
Would have, I would think first of all a system of classification which would
Permit all information to flow into a central set of records. On top of that
You would have to have a system which could be extended, in the case of any
€partment, to serve its departmental managerial needs and to provide the
Tecords in regard to each program and possibly in regard to each cost centre
I the department, so the managers of those centres would know where they
Stood with regard to their programs at any time. There is a meshing though
°f' departmental needs on the one hand, which will be quite diverse and varied,
With some need for uniformity to permit these records to flow into a central
accounting setup.

. Senator MoLson: Surely, in the recommendations of the Glassco Commis-
Slon was there any suggestion that the internal audit would disappear?

Mr. BarLs: No, I think the thought was that the departments would be
Tesponsible for their own internal audits. In other words, if the recommenda-
tion were adopted the departments would have to establish some form of

€partmental internal audit to ensure not only expenditures were in accord-
ance with the law, but that there was a satisfactory control of revenues as well.

The CHaRMAN: Page 105: departmental management be responsible for
Sstablishing and maintaining a proper system of internal audit.

Senator MoLson: That is a tall order.

The CuHalRMAN: Yes, that is a tall order.
I do not know how you feel about time. We had only scheduled Mr. Balls
one meeting. How long do you think you would take to finish up?
Mr, BaLws: I have very little more to say, Mr. Chairman. I would be very
8lad to carry on.

Senator LAMBERT: You have been very helpful, I might say.
; Mr, Barrs: I thought I might just complete the reference to the Glassco
€Commendations as they relate more particularly to my own office.

I mentioned the areas in which the Glassco Commission has recommended
the continuation of some of the present functions, the suggestion we extend
ur functions to provide skilled accounting assistance and advice to departments

rnents, that we provide data processing on a service basis to departments,
21490—3
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and that we assume responsibility for the administration of all pension plans
including those of the armed forces and crown corporations.

In so far as progress towards the implementation of these is concerned;
I should mention the point Dr. Davidson has covered, I think in at least tW©
of the meetings—the management consultant reviews that have been under-
taken under the auspices of the Treasury Board in four departments. I shoul
add members of my own staff have been involved in three of these, assisting
the management consultants in their surveys and reviews, and they are now
engaged in helping the departments implement the recommendations.

In regard to the withdrawal of the Treasury pre-audit, one step has bee?
taken in which I wholeheartedly concurred in the recommendation of the
secretary to the Treasury Board, and that is with regard to the pre-audit of
travel expenses of public servants. We had been engaged in this for many
years and expending what I think was an undue proportion of the time ©
the staff of my offices in this. The amounts involved were insignificant in com~
parison with the costs entailed in this pre-audit, and so for some month$
now we have withdrawn from this area and the departments have been accept~
ing full responsibility for the pre-audit of the travel accounts of their depart
mental staffs. We have been able to reduce our staff number to some exten
by reason of this, and the departments are now engaged in providing them-~
selves with the necessary establishment to take over this duty. We have
eliminated our pre-audit in all but three or four departments, and I expect
it will be universal at the end of this fiscal year.

Senator BAIRD: What in fact you are doing is you are shifting these
people around?

Mr. BaLLs: We have indicated to other departments that we are prepal""‘d
to make available those of our staff who are relieved of these duties.

Senator LAMBERT: This, of course, has been the subject of comment OV?r
a number of years. There has been considerable criticism of the growth in
the amount of travelling expenses. I do not wish to put my friend to the
trouble of looking up the cost, but I know it is quite considerable. I wonder
if this change would have any effect on the extent to which travelling €*~
penses loom in the departmental expenses. The same thing can be appli
other expenses like telephones, for example.

Mr. BaLLs: This is a hard question to answer.

Senator LAMBERT: It is something I admit right away that the Comptrc’ner
of the Treasury Board could not have too much interest in.

Mr. BALLS: There are two elements with regard to the control of travel—
there is one element, which I think is the more important of the two, 2%
that is the decision as to whether or not a particular trip should be H}a,de'
This has been and will continue to be primarily a departmental responsiblhtys'
The second element deals, when it has been made, with whether the exPensee
are being claimed on a proper and economical basis. In the past this is 1fh
area in which we have been conducting a pre-audit, and this now is bei?
transferred to the department itself. It seems to me the area in which they
are primarily concerned is the first one, as to whether a trip should or shott o
not be made. Here I am sure the responsibility is being fully recognized by t
deputy minister and his senior staffs. £

Senator LAMBERT: The very act of pointing out these increases in the
growth of expenses, will perhaps prove to be a deterrent. It should have SO ¢
bearing on the amount in the end. At the present time it certainly is subj€
to a great deal of comment, as anyone going through the estimates wou
agree. a
Mr. Bars: I am looking at the figures for 1962-1963 and the amoY
spent on travelling and removal was in excess of $63 million.
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~ The CHAIRMAN: And for 1964-65 I see it is $59 million. If there was a
Significant jump in the figure following upon your withdrawal from the
Pre-audit of these items, would you think that would be due to your with-
drawal?

. Mr. Barus: I would hardly think that the amounts involved could be due
In very large measure to the pre-audit. It seems to me that it is basically a
Question as to whether the trips are to be undertaken rather than how you
are going to audit the claims for specific trips.

Senator MoLsoN: It seems to me that the heading “travelling and removal
€Xpenses” is very much like apples and oranges.

Mr. BaLLs: There are many factors involved in this. In the Department
0f External Affairs the removal expenses of staff to foreign missions can be
Very, very great indeed. Similarly there is the question of home leave reg-
Ulations which again entail fairly large expenses in bringing staffs home
€very two or three years for a period of home leave. In my own office the
Consideration as to whether to incur travelling expenses or locate an officer
n the field may mean the difference of charging an amount to the travelling
allotment or to increase the salary allotment. There are a number of con-
Slderations involved so that one cannot by looking at the travel allotment
alone determine or say that thére is no control exercised. In many instances
We have to exercise judgment as to whether people should be allowed to
travel, for example, in conducting the cost audits for the Department of
Defence Production, or have them located in specific areas. If I locate a man
I Winnipeg he might be able to spend two-thirds of his time only on the
audits located there, but if he did not do any travelling one-third of his time
Might be going begging. So you may by spending money on travelling achieve
Sreater efficiency from your employee.
~ Senator MoLsoN: Of course removal contemplates a different sphere of ac-
tivity as well.

. Mr. BaLus: I think Dr. Davidson has mentioned that Treasury Board is
8lving very real consideration to this whole general area of the standard ob-
Jects of classification of expenditure. Glassco has suggested that they might be
dI‘Opped, and I can say that I have received within the last few days requests
from Dr. Davidson to convene an interdepartmental committee to consider the
Whole general area of these classifications of expenditure.

Senator LAMBERT: It is a good idea.

Mr. BaLLs: Could I very briefly complete this. In regard to the accounting
dvisory service the recommendation was that we should extend our provisions
I that regard. A new section in my office has been established and we are in
}}e process of recruiting seven people as a nucleus of this service. These are

ighly qualified chartered accountants who will be able to assist my own
Staff in advising other departments in regard to their accounting requirements
and needs.

I mentioned the recommendation in regard to data processing, that we
Shoylg provide this on a service basis to other departments. Dr. Davidson
Mentioned the Treasury Board has established a central data processing service
Ureau. We have introduced our own computing service and we are pro-
Vlding services to other offices at the present time.

In regard to the recommendation that we should take over the adminis-
tl‘ati(,n of all superannuation plans and all pension plans, I should mention
that last December at the request of the Deputy Minister of Finance I did assume

€ responsibility for the administration of the public service superannuation
Plan, This is as far as we have gone so far, but it is the first step.
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In regard to the public accounts and the suggestion that we should en-
deavour to eliminate unnecessary detail, Mr. Glassco and his colleagues said the
degree of detail was parochial and that it had outlived its usefulness. We are now
reviewing the nature of the public accounts with the subcommittee on publi
accounts, and we have introduced the new abridged public accounts issued for
the first time last year.

I think, Mr. Chairman, I have come to the end of my comments.

The CHAIRMAN: I think you have been very, very helpful. Any further
questions?

I know that before our sittings are over we will probably want to get in
touch with you again, and in that case I am sure we can count on your further
help. I want to thank you for coming here and giving the committee S°
much helpful information. ;

It was agreed that the committee would meet at the call of the ChalF
on Tuesday, November 3, 1964.

The committee adjourned.
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THE FUNCTIONS OF THE COMPTROLLER OF THE TREASURY

The Comptroller of the Treasury is an officer of the Department of Finan‘ce
appointed by the Governor in Council under Section 11 of the Financi&
Administration Act. His main statutory responsibilities are:

(a) to control cheque issues and to make all payments;

(b) to maintain accounts of all appropriations;

(¢) to maintain commitment records and to control commitments and
(d) to pre-audit all expenditures before payment.

He provides the following services for the Minister of Finance:

(a) maintenance of central fiscal accounts;

(b) preparation of cash forecasts;

(c) management of Receiver General cash balances; ’

(d) receipt of paid cheques from the banks, reconciliation with chequé®
issued and repayment to banks;

(e) preparation of Public Accounts and Government Accounts Sectio?
of Budget Papers;

(f) acting as custodian of securities deposited with the Minister of
Finance;

(g) administration of the Public Service superannuation plans.

He provides the following services for departments: :

(a) provision of advice on accounting and financial administratio®

(b) provision of accounting and other services in connection with the
collection and accounting for public monies;

(¢) provision of accounting services required for departmental mana-
gerial purposes;

(d) examination on request
(i) departmental collecting and accounting practices,
(ii) departmental records, accounts and procedures respecting store

and material;

(e) conduct of cost audits of federal contracts;

(f) verification of claims under federal-provincial cost-sharing agreé¢”
ments.

The Assistant Comptroller is the principal assistant to the comptrollef
of the Treasury who acts for the latter in his absence.

The Administration Branch is responsible for:

(a) the management of Treasury personnel;

(b) the provision of equipment, supplies and office accommodation;

(c) the compilation of annual estimates for the Comptroller of t
Treasury vote;

(d) the administrative aspects of the operation of Regional Tren'z‘-sury
offices.

The Accounting Branch is responsible for:
cys

(a) advising the Comptroller on the formulation of accounting pold £
practices and procedures, and the form of financial statements
the Government; ne

(b) the maintenance of centralized fiscal accounting records of t
Government relating to Revenue, Appropriation, Expenditures
assets and liabilities of Canada; he

(c) for the preparation and editing of the Public Accounts and t
Public Accounts section of the Budget White Paper; it

(d) the preparation of forecast of cash requirements of the Governm® r
the administration of the system of cash management of Recel?
General balances in Canadian or other banks;
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(e) the maintenance of records in connection with the management of
Government loans.

The Authorities Branch is responsible for advising the Comptroller of the
Treasury, Chief and Regional Treasury officers on:

(a) matters affecting financial policy and authorities;

(b) the interpretation and application of legislation, regulations, vote
items and executive directives relating to all departments;

(c) the legal sufficiency of documents, bonds of indemnity, powers of
attorney and statutory declarations relating to lost cheques.

The Operations and Methods Branch is responsible for:
(a) planning and advising on procedures relating to new legislation;
(b) studying and, where advisable, recommending revisions and changes
in current systems, procedures and methods;
(¢) conducting programs of work measurements;
(d) considering and advising on the organization of accounting, dis-
bursing and audit activities in existing Treasury offices;
(e) studyng present and new techniques, methods and equipment in-
, bursing and audit actvities i nexisting Treasury offices;
{ on their use in Treasury and on the design of the related forms.

: The Superannuation Branch is responsible for the administration of the
Public Service Superannuation Act.

The Inspection Branch is responsible for:

(a) conducting complete management audits on the operation of Treasury
offices;

(b) performing special investigations on the operation of Treasury
offices in Ottawa and in the field;

(¢) reporting findings and making recommendations to improve effi-
ciency and promote economy.

The Cheque Adjustment Division is responsible for:

(a) the daily receipt of paid cheques from the Bank of Canada;
(b) the reconciliation of reimbursements to the banks;

(¢) the retention of paid cheques;

(d) the accounting for uncashed cheques.

The Securities Deposit Division is responsible for:

(a) the receipt, protective retention and release of securities deposited
by insurance companies and contractors, as required by legislation;

(b) the payment of interest as it accrues on securities held for safe-
keeping;

(¢) the accounting, registration and dispatch of Canada Savings bonds
purchased on instalment plan by civil servants, members of the
Armed Forces and R.C.M.P.

The Central Services Branch is responsible for:

(a) the issue of pay to classified civil servants, of pensions to disabled
veterans, of judges’ salary or pensions, of pensions to superannuated
civil servants, of pay assigned by members of the Armed Forces, of
service pensions, of Public Works rentals and of Fishing Bounty
claims;

(b) providing an accounting and cheque issue service for several of the
larger departments;

(c) the provision of a data programming and processing service to other
Treasury offices and Divisions.
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The Audit Services Branch is responsible for:

(a) the provision of specialized audit services to all Government depart-
ments and agencies and to Chief and Regional Treasury officers;

(b) the provision of advice and information to all departments and
agencies on cost phases of contract negotiations;

These functions embrace payments under federal-provincial agreements’
aircraft and ship production, repair and overhaul contracts, and other
defence contracts and an examinaton of the accounting record of Trustees
appointed under the Bankruptcy Act.

Chief Treasury Officers represent the Comptroller of the Treasury in variou$
government departments and provide the following services:
(a) appropriation accounting for one or more departments;
(b) pre-payment audit of accounts (except travel expense claims);
(c¢) a cheque issue;
(d) where applicable, collection of and accounting for revenue;
(e) advice on the interpretation of legislation and Executive regulations

Regional and District Treasury Officers provide Treasury services ff’r
departments operating in designated field areas, under the direction of Chi€
Treasury Officers concerned.
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ORDER OF REFERENCE
Extract from the Minutes of the Proceedings of the Senate, May 20, 1964.

“Pursuant to the Order of the Day, the Senate resumed the debate on the

Motion of the Honourable Senator Connolly, P.C., seconded by the Honourable
Cnator Hugessen:

That the Standing Committee on Finance be authorized to examine and
Yeport upon the expenditures proposed by the Estimates laid before Parlia-
Ment for the fiscal year ending 31st March, 1965, in advance of the Bills based
On the said Estimates reaching the Senate; and
4 That the said Committee be empowered to send for persons, papers and
€cords.

After debate, and—
The question being put on the motion, it was—
Resolved in the affirmative.”

J. F. MacNEILL,
Clerk of the Senate.
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MINUTES OF PROCEEDINGS

TuEspAY, November 3, 1964

Pursuant to adjournment and notice the Standing Committee on Finance
Met this day at 3.00 p.m.

Present: The Honourable Senators Leonard (Chairman), Baird, Brooks,
rerar, Croll, Gershaw, Haig, Isnor, Lambert, Molson, O’Leary (Antigonish-
uysborough), Pearson, Pouliot, Quart, Smith (Queens-Shelburne), Stam-
augh, Thorvaldson and Welch. (18)

Supplementary Estimates “B” and the Estimates for the fiscal year ending
March 31, 1965, were further considered.

The following witnesses were heard: Mr. J. C. Allen, Director, Estimates
and Administrative Procedures, Treasury Board. Mr. A. M. Henderson, Auditor
€neral.

At 5.00 p.m. the Committee adjourned until Tuesday next, November 10,
at 3.00 p.m.

Attest:

F. A. Jackson,
Clerk of the Committee.
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THE SENATE
STANDING COMMITTEE ON FINANCE
EVIDENCE

OrTAWA, Tuesday, November 3, 1964.

The Standing Committee on Finance, to which was referred the Esti-
mgtes laid before Parliament for the fiscal year ending 31st March, 1965, met
this day at 3 p.m.

Senator T. D’ARcy LEONARD (Chairman) in the Chair.

The CHAIRMAN: Honourable senators, it is three o’clock and as we have a
Quorum we will proceed.

Our witness today is Mr. A. M. Henderson, the Auditor General of
Canada. Before I ask him to give his evidence, I think I should recall to your
Minds that under our general reference from the Senate any question relating
to the estimates is relevant to our proceedings. This applies not only to the
Main estimates but to the supplementary estimates as well, and particularly at

€ present time to supplementary estimates (B) which were tabled two weeks
4g0. I mentioned this at our meeting last week but there were no questions
Telating to the estimates and we went ahead with Dr. Davidson. Nevertheless

r, Allen of the Treasury Board is here today and if there are any questions
I‘ela’cing to the main or supplementary estimates I am sure he will be able to
€al with them for us.

Senator SmiTH (Queens-Shelburne): I do not have any questions that re-
Quire long answers, but there is what appears to me to be a new item in
Supplementary estimates (B) on page 4. It comes under the heading “Govern-
Ment Administration” and it says: “Government’s share of surgical-medical
Msurance premiums and Government’s contributions to Pension plans—7,
e, and the amount required is $8,000. This is a new item to most of us,
and I wondered if we might have some idea of what the significance is.

The CHAlIRMAN: Do you all have a copy of estimates (B)? I shall ask Mr.
Alltan if he would explain that item to the committee.

Senator ASELTINE: Before Mr. Allen speaks I might remark that I appear
to be the only one who has a copy of the supplementary estimates here.

Senator SMiTH (Queens-Shelburne): We have some here.

The CHAIRMAN: They were tabled two weeks ago.

Senator ASELTINE: I understand that, but I thought there might be some
Or distribution. Mine was mailed to me.

The CHAIRMAN: Shall I ask Mr. Allen to go ahead?

Hon, SEnATORS: Agreed.

B, Mr. J. C. Allen, Director, Estimates and Administrative Procedures, Treasry

Qd: Mr. Chairman, on July 1, 1960, there was introduced in the
Dublic service for public servants, armed services personnel, R.C.M.P. person-
oel, and retired civil servants, and the dependents of each of those classes
‘f, employees, a group surgical-medical insurance scheme which is financed
Jmnﬂy on a 50-50 basis so far as the premiums are concerned by the members
Carfhe plan on the one hand and on the other hand by the Government of

ada,
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From that time to this the coverage has not included senators, members
of the House of Commons or former members receiving allowances und‘?r
the Members of Parliament Retiring Allowances Act. The purpose of this
item in Supplementary Estimates (B) is to blanket in these latter categories—
that is to say, senators, members of the House of Commons, and forn.'ler
members receiving allowances under the Members of Parliament Retil"llng
Allowances Act, and their dependents—on exactly the same basis on which
public servants have been covered since 1960.

One question which I am sure will come to mind is: When does this pla?
come into effect for members of Parliament? This is a question which ca?
be decided only after the supplementary estimates are passed. The plan whi€
I believe the Department of Finance has in mind is that following the passage
of the Interim Supply Bill it will then set about advising all eligible member
and will ensure that they are all advised before an effective date is str_U-Ck'
One of the reasons for giving adequate time for that is that there 15 #
stipulation in the regulations, which will also apply to members of Parlid”
ment, which provides that one must elect to participate within 60 days ©
becoming eligible to elect. 3

Mr. Chairman, I have brought along with me copies of the booklet whicP
is given to all members of the Public Service when they are first employ®
and which is essentially, if not exactly, the booklet that will be handed to
members of Parliament. It contains the same information that will be applicab
to them. I thought that if at a later stage you wish to discuss the question o
benefits, contributions, and that sort of thing in greater detail I can the
arrange for an expert witness from the Minister of Finance to appear befor®
you. }

The CHAIRMAN: I think at the moment we are interested only in this
matter from the standpoint of the amount in the estimates. Perhaps theré
will be a separate occasion when we can discuss the benefits of the plan itselk

Senator SMITH (Queens-Shelburne): I wonder if it would be approPria
at this time to ask Mr. Allen what is the total contribution now made

the Government to cover those who are in the present scheme? 1
Mr. ALLEN: The amount provided in the main estimates is $11,365,000'

might say that the amount of $8,000 provided for in the supplementa?;

estimates is one-third of the estimated annual cost to the Government d
the extension of this scheme to members of Parliament, and that WO 10
allow for the striking of a date as early as December 1. That is not
say, however, that that will be possible. "

Senator SMITH (Queens-Shelburne): In other words, the estimated cos
of the inclusion of members of Parliament and retired members of the HouSO
of Commons and their dependents who are receiving allowances is $24,
a year?

Mr. ALLEN: Yes, $24,000 per annum. d

Senator SMITH (Queens-Shelburne): And those whom I have mention®
will contribute an equal amount?

Mr. ALLEN: That is right.

Senator SMITH (Queens-Shelburne): And it would place them O
same basis as the great many who are now in the scheme.

Mr. ALLEN: Exactly.

The CHAIRMAN: And this is a voluntary scheme. A senator or a mem
of the House of Commons may or may not come in under the plan?

Mr. ALLEN: That is correct, sir.

Senator SMiTH (Queens-Shelburne): Is there a set premium? I
want to go too far into this, but this is rather new and I am interested

per

do ”f’t
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Mr. ALLEN: Perhaps I might refer to the schedule of contributions con-
tained in this booklet issued by the Department of Finance. It shows that
out of a total estimated cost for a single employee of $2.69 the employee’s
contribution is $1.35 per month and the Government’s contribution is $1.34.
For the other categories of participants it will be seen that the total monthly
Premium paid to the insurance companies which run this plan is divided
equally between the Government’s and the members’ contributions.

Senator SMITH (Queens-Shelburne): And this scheme is operated by
brivate insurance companies?

Mr ALLEN: Yes, as I recall it there is an amalgam of several companies.

The CHAIRMAN: A consortium, I think. Thank you very much, Mr. Allen.
There being no other questions on this point we shall proceed with Mr. Hender-
Son on the main theme of our discussion, although again, in Mr. Henderson’s
case, because he has had experience in Government accounting, there may be
questions relating to the accounts of the Government or the estimates which
he will be able to answer.

I should mention that accompanying Mr. Henderson is Mr. George
Long, C.A., the Acting Assistant Auditor General. I stress the “C.A.” because
One of the members of this committee, Senator Molson, is also a chartered
accountant. There may be others, so today may be chartered accountants’ day
as compared with some other days which have been lawyers’ days.

Senator MoLsonN: It is a very good sign, Mr. Chairman.

Mr. A. M. Henderson, Auditor General of Canada: Thank you very much. Mr.
Chairman and Honourable Senators, I am glad to have this opportunity to
Meet with you today and discuss some of the matters you have had under
Consideration since your committee commenced its work last May. I have been
Very interested in following the discussions you have had, because the form
Of the estimates and the manner in which the results are accounted for by
the executive branch are at the very heart of my particular job and its
Tesponsibilities.

I expect that you would like to have some outline from me concerning
he manner in which the office of the Auditor General operates, and I, for my
Part, would like to talk to you about it because of the importance I attach
to your comments and advice. However, Mr. Chairman, perhaps we could
dEIay this until later in today’s meeting, or until a week from today when

understand your committee will be holding a further meeting at which I
am to be present. Suffice it to say, unlike organizations such as the Department
Of Finance and the Comptroller of the Treasury, the size of my office is very
Modest in comparison. If this order commends itself to you, therefore, I would
Propose to deal first with those matters with which I understand you to be
Immediately concerned.

I believe that in connection with your examination of the 1964-65 esti-
Mates you are at the same time studying the recommendations made by
he Glassco Commission with respect to the changes proposed in the estimates
~in fact the whole field of the recommendations contained in the Commission’s
Teport on Financial Management.

When he asked me to talk with you today, your Chairman said that you
Would like to have my views on these particular recommendations.

While it is my duty to discuss whatever aspects of these or any other
Tecommendations you would like to have me as an officer of Parliament dis-
CUss with you, may I, at the outset, define the position I take on the recom-

endations of this Royal Commission. It is the tradition of the Auditor Gen-
fral in Canada to refrain from discussing government policy as such. I would
Dot wish, therefore, to say anything to you on this subject which might be
Construed as seeming to trespass on the preserves or policy decisions which
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it is the responsibility of the executive branch of government to take. On the
other hand, if I can make any contribution toward improving the condition 0
the estimates placed before Parliament, the manner in which. the Publi¢
Accounts are presented to Parliament and the effectiveness of the internal
system of financial and accounting control in the departments, agencies an
crown corporations, then I do conceive it my duty to do so, but always with
a full appreciation that the implementation or carrying out of whatever
remedial action is necessary must and should remain the prerogative O
the executive.

In my 1963 Report to the House of Commons, tabled on February 19th
of this year, I referred to the numerous and widespread findings made publi¢
in 1962 and 1963 by the Glassco Commission as a result of its examination
into the organization and methods of operation of departments and agenciée$
of the government. I stated that where administrative action has caused OF
contributed to waste of public money, I felt it to be my duty to report such
cases as I considered should be brought to the notice of the House. I stated
that while some instances come to my attention directly during the coursé
of my audit work, others are indirectly brought to light by action on the
part of the administration itself in the course of examining its own opera-
tions, as, for example, through the medium of internal auditing carried out
by the various government departments and agencies.

By the same token, I stated I considered it to be my duty to study reports
prepared by or for the managements of departments and agencies directe
toward the saving of public money by the elimination of wasteful practices
and unnecessary or uneconomical operations. To the extent such reports cor-
rectly indicate where and how savings can be made, I consider that the Auditor
General has a responsibility to Parliament to follow through on all such casés
and to ascertain what action has been or will be taken toward achieving suc
savings, or if no action is to be taken, to enquire why. On the other hand,
do not conceive it to be my responsibility to assess the practicability of any
specific recommendations made because in my view the decision with respect to
the extent to which, and the ways in which, such recommendations can an
will be implemented must always be and is the sole responsibility of manageé~
ment.

I told the House that with regard to the findings of the Royal Commissio®
on Government Organization, I believe it to be of considerable importance tha
those findings relating to out-dated procedures, uneconomical operations a¥
wasteful practices be effectively dealt with, not only in the interests of i?ﬂ’
proving efficiency but because of the substantial savings of public funds whicP
could result. I said I would consider it to be my responsibility to follow throug
on the action taken on such findings of the Glassco Commission and to rep®
thereon in due course to the House of Commons. :

This concept of what I might describe as my extra-statutory responsibili’cles
was the subject of discussion by the Public Accounts Committee in July-
its Fourth Report presented to the House on July 28th last, the conmﬁtteee’
after discussing this concept of my responsibilities, stated that it was of the
opinion that not only does this lie within the statutory responsibilities Of_t_h 5
Auditor General, but that the Auditor General’s concept of his responsibilltle
in this matter is in accord with the intent and wishes of Parliament. -

The changes made in the form of the estimates, some of which are I§°
reflected for the first time in the 1964-65 ones you have under consider?thn;
and certain of the recommendations made by the Glassco Commission 12 1,
report on Financial Management have themselves been the subject of rec? he
mendations I have been making in my Reports to the House since 1960. T t0
work of the Glassco Commission, of course, went considerably further 1?10.
the field of policy and internal administration than I am in a position t0
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Nevertheless, the foundation on which the fundamental Glassco recommenda-
tions concerning Financial Management are based are similar in many respects
to the approach I have sought to bring to the work of my office. With your
Permission I should like, by way of showing you my approach to this very
large subject, to sketch as briefly as I can my own diagnosis of the situation
as I saw it following my appointment to my present office early in 1960—and
at the same time to outline what my own recommendations have been and
how they either have been or are being implemented at the present time.

In my 1960 Report I dealt with the three matters you have so actively
under discussion at this time, namely, the importance of accurate costs, the
form and content of the estimates and the form and content of the Public
Accounts.

I should like to deal first with the question of accurate costs in government
because unless you are able to determine accurately your cost of operations
in any undertaking, the rest of it is going to be questionable. Accounting in
government as it has developed over the years is a natural outcome of the
Parliamentary system. It has been designed basically to ensure that expendi-
tures are made in accordance with parliamentary authority. It is, however, of
considerable importance that the accounting seek to provide complete and
accurate costs of the individual activities or operations so that reliable yard-
Sticks can be developed against which the efficiency of these operations may
be measured. Otherwise how can value for money spent be reasonably assured?

I think you will agree with me that it is a recognized fact that the cost
of operations of any busines, including the cost of its administration as well as
the manufacture of its product, must be kept under constant examination if
Mmanagement is to control the operations effectively and economically. There-
fore, it is only by having accurate figures by which to measure the costs that
the operations can be examined in depth on an informed and constructive basis.
I have always thought that there is an even greater need in the case of gov-
ernment activities for such detailed examination because the funds employed
are public funds, entrusted to the government by the citizens of the country.

I pointed out, therefore, in my 1960 report that under the existing govern-
Mental practice, the appropriations for each department were providing only
for the cash estimated to be required during the fiscal year to discharge the
Costs of the department. They were not providing for charges for office or other
Premises occupied because these costs, including rentals paid, are usually
Tecorded as budgetary expenditures of a single department, namely the Depart-
Ment of Public Works. The same was true of office furniture and fixtures.
SiInilarly departmental mail is usually carried without charge to departments
With the cost absorbed by the Post Office, while telephone charges, excepting
the long distance ones, were borne by an appropriation for the Department of

inance. I pointed out that although the expenditure total may be correct for
all of the departmental services as a whole, expenditures are thus erroneously
Stated for the individual departments and appropriations, and I expressed the
Ope that’ early consideration would be given to remedying these accounting
anomalies and inconsistencies in order that the accounts relating to parliamen-
ary appropriations might more accurately record the expenditures incurred
Or the various services. I said that if this were done, then periodic accounting
S_tatements prepared for management purposes by departmental administra-
Ve officers would obviously give a more accurate picture of the operations,
and as a consequence they would become more effective instruments in the
h*'ﬂnds of departmental managements in the control of their spending.

These views were considered by the Public Accounts Committee in 1961
When they were discussed in subcommittee with the then Secretary of the
Tl‘easury Board, Mr. Steele. As a result, the committee in its Fourth Report

61 recommended the adoption of the proposal Treasury Board had made to
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distribute for information purposes the costs of major common services which
are provided to other departments without a corresponding charge to their
appropriations. The Secretary of the Treasury Board and his staff then pro-
ceeded to calculate the approximate value of major services not included in
each of the estimates and commenced showing this information for each
department’s estimates in the Blue Book beginning with the estimates for the
fiscal year 1962-63.

You will recognize these in the estimates you are now considering. It has
not yet been possible for the Treasury Board and the Comptroller of the Treas-
ury to achieve the ultimate goal of handling these on the basis of inter-depart-
mental billing, thereby including these costs right in the estimates of each
department. Nevertheless, it is an excellent start and certainly shows eaC_h
department as well as the Members of Parliament and the public the approxi-
mate costs chargeable to each section of government organization in respect O
these free services. The fact that this is providing an incentive to each depart-
ment to take cognizance of the total all-in cost of its operations has been
demonstrated over the past two years by the actions of the National Film
Board and certain of the other agencies engaged in departmental trading activi~
ties who have prepared financial statements showing these approximate costs
of services provided free right in with the costs paid from their appropriations
with the totals suitably reconciled on their statements of operations. You may
have noted some of these in last year’s Public Accounts and more will b€
appearing in the Accounts this year.

The CHAIRMAN: Are there any questions to Mr. Henderson on what he has
said so far, dealing with the question of costs? This is something which W€
discussed on previous occasions. This is the matter of the allocation of costs
of such things as postage and buildings.

Senator BrROOKS: When you say “buildings,” do you mean, for instan?e’
the part of a department which is in a building? Take the Veterans Affair®
building: do you include rent for that particular building in the cost to the
Department of Veterans Affairs?

Mr. HENDERSON: Rental is shown now in the approximate or es‘cimalted
cost of major services at the head of each page of the estimates. You will seé
the approximate cost based on its occupancy of space.

Senator Brooks: That would be based on depreciation of the puilding?

Mr. HENDERSON: Not as accurately as that. It is determined by means i
a formula—rental rates in the area, and so on. It is calculated on an economi¢
basis rather than on an accounting basis.

Senator BROOKS: The same as an ordinary business in the same area? X

Mr. HENDERSON: An ordinary business would have provided for depr?Cla'
tion and other attendant direct costs, but in view of the fact the expendlture
which occurred in erecting the Veterans Affairs building was written 0t 5
expenditure in the year in which it was built, there is no dollar asset on thy
books and therefore no means to provide for depreciation.

Senator BROOKS: The Glassco Commission did not deal with that particular
point? y
Mr. HENDERSON: The Glassco Commission is recommending the adoptio”
of accrual accounting under certain circumstances. Whether it will ever ' 5
feasible to adopt accrual accounting and whether it would affect the ques,tl.c,:y
you have asked, remains to be seen. You get into the question of the applicab111 v
of the cash accounting method as against the accrual accounting one. A nunP
of agencies operate the accrual accounting method today. ne

Senator PEARSON: You say you compare them with the rentals if k
particular district. What other rentals do you refer to there?
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Mr. HENDERSON: The Department of Public Works and the Treasury
Board developed a formula designed to determine a fair figure to be chalked
up against each department. It may not be a figure you would want to settle
for in cold, hard cash, but it at least gives recognition to an approximate
rental cost basis, and I think is an excellent start toward the ultimate
objective. It will have to be taken from there to see how feasible it is going
to be to carry it further.

The second matter I will now take up has to do with the form and
content of the estimates. This is very important from the accounting point of
View, because it determines in large measure the manner in which the sub-
Sequent accounting for expenditures is maintained and reported in the Public
Accounts. This in turn is important to the Auditor General because of his
responsibilities to Parliament.

I dealt with this subject in my 1960 Report to the house to point out
how it seemed to me that an informed consideration of the estimates by
Parliament before the money is voted is all-important. It has always seemed
'?0 me that expenditure of public funds at the level at which it exists today
15 of such importance to the Canadian economy that it is essential that the
estimates be presented to Parliament in the clearest and simplest manner
Possible. Therefore, it can only be on this basis that Parliament can reason-
ably be expected to give the proposed expenditures the scrutiny and considera-
!lion they should have, and to do so before the money is spent. After all,
it is the level of the estimates which determines in large measure the level of
the tax revenues to be raised.

Another compelling reason why clarity and simplicity should prevail in
the presentation of the estimates is the fact that in considering many of them,

arliament has over the past years generally found itself working under very
8reat pressure when the estimates come up for consideration. In elaborating
On this before the Public Accounts Committee in May 1961, I said that I did
Dot believe the same case could be made for eliminating or curtailing informa-
tion as, for example, in the case of the form and content of the Public Accounts,
Which contains a vast amount of detailed information, some of which could
Possibly be eliminated in favour of a more informative summarization. I said
that it seems to me more essential to have what might be described as a maxi-
Mum of information in the estimates, well set out, having to do with the
Proposed spending, than to attempt to eliminate and reduce existing detail,
Unless this can be done in the interest of an improved presentation. In fact,
he making available of more information about proposed spending might
Well lead to the proposals coming under more effective scrutiny by Parliament.

In my 1960 Report I gave four examples to show how the form of the
Estimates presentation might be improved with a view to providing more
Meaningful information. These were as follows:

(a) by comparing the amounts estimated for the ensuing year
directly with the anticipated actual expenditure for the current year,
as well as with the amounts that had been estimated for the current
year;

(b) by giving the estimated amounts in three columns: estimated
expenditure (gross); estimated revenue; and net requirements to be
voted (thus giving Parliament an opportunity to consider the sufficiency
of receipts for services rendered, where this is applicable, in relation to
the costs incurred);

(¢) by including both operating and capital budgets of crown
corporations, even where funds will be forthcoming in full from corporate
resources (thus giving Parliament an opportunity to consider broad
policies associated with their operations); and
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(d) by including appropriate explanations in all cases where
expenditures proposed for the year involve commitments for future
years.

These were also considered in subcommittee by the Public Accounts Com-
mittee in June 1961 when the Treasury Board proposed certain interrelated
changes in the form of the estimates, including the proposal to distribute for
information purposes the costs of the major common services provided free t0
other departments, which I have just been describing to you.

With regard to the four recommendations I had made, aimed at improving
the presentation of the estimates, the committee gave recognition to their
desirability. However, there was unfortunately little time available to give them
much consideration at that time, so the committee recommended that theseé
changes be considered early in the next session.

I continued to make the same recommendations in my 1961, 1962 and 1963
Reports. By this time, of course, an added emphasis was being given to my
proposals by the recommendations of the Glassco Commission, which started
to come out in 1962; and I drew the attention of the house to my 1963 Report
to the fact that the Glassco Commission was now making similar recommenda-
tions along the same lines as my own.

About a year ago the Public Accounts Committee convened another sub-
committee on the form and content of the estimates primarily at that time 10
consider a proposal from the Treasury Board that they adopt the revised voté
pattern they had proposed, effective with the 1964-65 estimates. I may say 10
you that I had some reservations regarding this proposal to consolidate an
thereby reduce the number of votes, because however convenient such 2
reduction might be administratively, it seemed to me that the basic problem
was the inadequacy of the information contained in the votes rather than the
number of votes with which Parliament had to deal. Consequently, I was$
afraid that the proposed consolidation and reduction in the number of votes
might affect parliamentary control of public spending. On the other hand, 23
Dr. Davidson himself has told you, the administrative reasons actuating thi®
proposal were strong because of Treasury Board’s intention to proceed 3}5
expeditiously as possible with its consideration of the Glassco Commission
proposals in the direction of program budgeting. In point of fact, at that time—
just a year ago—the four pilot studies were being commenced in the depart-
ments, aimed at testing the validity and application of the proposals. To our
subcommittee discussions, however, the Treasury Board submitted sample
formats of how the 1964-65 estimates would appear, and at the request of th?
committee my officers and I studied these closely and suggested a number 9
improvements. When the committee finally presented its third report 1963 to
the house, on December 19, 1963, it recorded its approval of the proposd“
subject to implementation of the improvements we had suggested.

At the same time, the committee made two other recommendations to the
house for adoption by Treasury Board to the extent it found practicable in t >
1964-65 estimates. The first of these called for the adoption of my 1960 recomd
mendation that supporting financial information on crown corporations a%
other public instrumentalities be included in the details of services so a5

: : 5 . : t o
provide better information to the members and to the public with respec'
the fiscal requirements of the crown corporations and other agencies requiri?
financing by parliamentary appropriations. s

The second called for additional information to be shown in the estln
mates concerning the size of the staff of all government departments, croW—
corporations and other government agencies, showing the number of e,m
ployees on the payrolls at the date of the estimates preparation, accompanltele
by brief notes explaining major increases in the size of establishments. T
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first of these, namely, showing the financial information for crown corpora-
tions, was not included in the 1964-65 estimates and is still under considera-
tion by the Treasury Board. The second, dealing with explanations as to the
Size of staffs, is, I believe, going to be shown in the 1965-66 estimates.

In addition, the Public Accounts Committee in its report recorded its
approval of three other suggested improvements in the form of the esti-
Mmates, but stated that it believed that implementation of these should be
Qelayed until the Government is in a position to introduce program budget-
Ing. These are as follows:

1. Introductien of interdepartmental billing for services rendered

This contemplates the ultimate objective of recording the approxi-
mate cost of the major services at the present time provided free
by other government departments. Thus, the costs will ultimately be
paid by each department out of its appropriation, like the other costs.
I have already described this.

2. Preparation of the estimates, both on a ‘“net” and “gross” basis

The President of the Privy Council had announced on November
5, 1963 that all departments and agencies would be required to offset
revenues against related expenditures in individual votes with the
votes being shown in the estimates and controlled on a net basis.

3. Inclusion of appropriate explanations in the estimates in all
cases where expenditures proposed for the year involve substantial
commitments for future years

The President of the Privy Council had also announced on Novem-
ber 5, 1963 that all departments and agencies would be required to
prepare and submit to the executive long-term plans of expendi-
tures by programs and on this basis an annual forecast of govern-
ment expenditures with respect to services for five years ahead will
be prepared annually.

You will therefore recognize that most of the recommendations I had
Made in my 1960 Report are on the way toward implementation. The Public
Accounts Committee meeting this year continued its discussions of the form
and content of the estimates and in its Fourth Report 1964 presented to the

Ouse on July 28, 1964 recorded the progress I have just outlined to you, at
he same time adding the following comments.

I should like to quote those to you.

The Secretary of the Treasury Board explained to the committee
that he had not yet been able to discuss with any of the crown cor-
porations or public instrumentalities the practicability of including
supporting financial information in the estimates with respect to their
operations. He undertook to do so and to advise the Auditor General
for the information of the committee. He stated that the Minister of
Finance does propose to present the additional staff information recom-
mended by the committee under (c¢) above in the main estimates
commencing with those for the fiscal year 1965-66.

The members of the committee were glad to learn from the Sec-
retary of the Treasury Board that he supported the recommendations
made under this heading by the Auditor General in his reports to the
House. The committee believes that there is room for improvement
in the estimates presentation designed to provide more informative
description and more complete disclosure of pertinent supporting
detail—information which, in the opinion of the committee, is essen-
tial if Parliament is to be in a position to give the estimates the close
study and consideration they deserve.
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Senator Brooks: Would that be in the regular estimates, the blue book
we get, or would those explanations be in those black books that are
presented? ?

Mr. HENDERSON: It would be in the blue book, Senator Brooks. Whereé
the money is sought, for example, for the Canadian Broadcasting Corpora-
tion, there appears the net grant for its operating requirement of $80 million
odd, and that is all there is.

Senator Brooks: There would be further explanation?

Mr. HENDERSON: Yes. Treasury will show the budget the corporation
has submitted in support of that amount compared with last year.

Senator Bairp: They would spell it out.

Senator Brooks: It would increase the size of the book.

Mr. HENDERSON: With relatively few crown corporations appearing hereé
which in fact would be furnishing that information, I would think there 15
enough spare space already in which it would fit.

Senator Brooks: That would also apply, would it not, to the items of
the different departments?

Mr. HENDERSON: No, this particular recommendation is designed to covel
for example, things like the C.B.C. grant, the C.N.R. deficit, showing the figures
behind them by means of a breakdown. It is considered by the executive
that departments are furnishing sufficient detail in the details of services.

Senator Brooks: This is apart from that book there. They are included
in the book?

Mr. HENDERSON: They are included in this book under the details of
services on those pages.

The CHAIRMAN: It is suggested the change should describe programs.

Mr. HENDERSON: The Treasury Board will have to revise the details of
services material in the book when they describe the programs in order
not to detract from information presently being provided. I would think the¥y
will have to change the details of services page quite considerably in order
to keep the members equally well informed on the individual programs.

Senator BrRooOkS: You mentioned a reduction of the items.

Mr. HENDERSON: That is in the number of votes the Treasury had proposed
to consolidate. ,

Senator Brooks: The explanation would be there just the same?

Mr. HENDERSON: Yes, they have put the material, the details and the
composition in the details of services, even though they have reduced the
number of votes. But we naturally have to be concerned with the votes
proper, because in the final analysis the wording of the votes represenlcs
the law.

Senator ISNOR: Do you think the same interest would be taken if that
detail was put in the blue book as compared to the published report of the
various crown companies? 4

Mr. HENDERSON: You are speaking of the supporting information, senator”

Senator ISNOR: Yes. 5

Mr. HENDERSON: I think part of it should be in the reports also- This
information should, however, come to Parliament before the money is votet
What goes into the annual report of a corporation is the accounting at the
end of the fiscal year.

: ‘me
Senator ISNOR: In the reports as they are published at the present t_ﬂn /
you have a complete picture of the business operation, showing the deficit
surpluses, as the case may be.
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Mr. HENDERSON: Yes.

Senator ISNOR: You do not propose to include all that in your so-called
blue hook?

Mr. HENDERSON: No.

Senator IsNOR: But you do wish to include a certain amount of the
detail, My thought is, will it give the reader any real idea as to how a
gertain crown company is operating and whether it is a successful operation
T not?

Mr. HENDERSON: What I am saying, in effect, is clear if you look at
D_age 54 in the blue book where you see the Canadian Broadcasting Corpora-
tion. In 1964-65 one grant is shown for $85,900,000. That is all that is given
On those two pages. They do give you details of the International Broad-
Casting Service, because that is a somewhat different operation. But that
only comes to about $2 million. I think Parliament should know what is in the
85 million.

Senator Brooks: Don’t they refer you to the back of the book?

Mr. HENDERSON: No, not in this case. But behind this figure is a budget
Drepared by the corporation indicating the broad, general areas of where
‘Phat spending is going to be made. In this case, it consists of about 10 or 12
ltems; that is all; but it gives an interesting comparison each year. It seems
0 me that is pertinent information to have when considering the $85 million.
It that could be shown in some of the space provided here I think it would
e of material assistance to you in deciding what you will do with respect to

€ grant. :

Senator Baimrp: You want a more detailed account, do you not?

Mr. HENDERSON: Yes

Senator O’LEARY (Antigonish-Guysborough): You indicated some original
fear about this reduction in the number of