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Prologue 

 

The individual chapters were written some 11 years ago upon my retirement from the Canadian Forces 

at the time. I began this project to record my thoughts on my recent experiences immediately after 

retirement. But those experiences left a lingering painful feeling to review the subject  immediately in 

the aftermath.  

 

The writing was meant to be a cathartic release following, what was, a very painful period in my 

professional life, my last four years of military service. But, a very good book was published on the same 

issues by Dr J.L. Granatstein, “Whose War is it?” Harper Perennial, 2007. At the time, I decided to let 

this project lapse for a time, as another offering would not only have been well received, but also that 

my thoughts lacked objectivity and distance. 

 

Regardless, some fruit was borne out of the ashes. One paper arose from this project published in the 

Canadian Military Journal, Summer 2010; “Canada First – Defence Strategy: A Retrospective Look. Too 

Much? Too Little? Or Just Right?” 

 

Years passed, and I decided to relook at the work with fresh eyes and hopefully with objectivity brought 

about by the distance of time. But to be honest even after these many years that too proved to be 

difficult. 

 

Regardless as I recently began to self-publish my work and thought it was time to bring this one forward, 
as it seems to some that we may be heading down the same road today, of wreck and ruin, based on 
growing uncontrolled debt. That concern was highlighted by a Fraser Institute Report of August 2019 
titled “ Federal Deficits Then and Now -Is Canada Repeating the Fiscal Mistakes of 1965 to 1995?” 
 
Perhaps there is something for another generation to learn from experience after all, for after all, we all 
are on the wheel of life. And like a wheel, the rim often hits the road with a certain familiar cyclicity. 
Similar patterns often emerge as we forge ahead down similar roads on our separate journeys, either in 
distance or in time. And sometimes those patterns are the warnings expose the tell-tale signs when the 
road will rise, will fall, or when we will hit that pothole that just lies ahead.  For after all, isn’t the past, 
the prologue to the future? It is said in Ecclesiastes 1:4-11: “What has been is what will be, and what has 
been done is what will be done, and there is nothing new under the sun.” 
 

Gerry (GD) Madigan, CD, MSc, MA is a retired logistician, Canadian Armed Forces. Major Madigan’s 

(Retired) career spans 28 Years as a finance officer. His notable postings included time served at 

National Defence Headquarters, CFB Europe, Maritime Canada and the First Gulf War as comptroller in 

Qatar. He is a graduate of the Royal Military College of Canada, Kingston Ontario, and War Studies 

Program. 

This book is dedicated to the memory of Diann Lowe, and the people who were at my side throughout 

my project years; Dan Longchamps, Sylvia Lynch, Bob Smith, and Sandra Roussy.   



4 

 

Table of Contents 
Prologue .................................................................................................................................................... 3 

“Introduction” ............................................................................................................................................... 9 

Chapter 1 – The Impacts of a Changing Fiscal Climate ............................................................................... 18 

Situational Awareness – Government Spending .................................................................................... 20 

Defence Spending on the Margins .......................................................................................................... 23 

The Decade of Darkness.......................................................................................................................... 26 

The Importance of GDP Scale to Stating of Vital Interest ....................................................................... 28 

Planning Framework & GDP - Bringing Order to Chaos .......................................................................... 31 

Chapter 2 – Fiscal Constraint Forces Re-organization ................................................................................ 36 

New Zealand Benchmark ........................................................................................................................ 37 

Canadian Government Reviews and Outcome ....................................................................................... 38 

Australia’s Experience ............................................................................................................................. 40 

United States Approach .......................................................................................................................... 41 

The Canadian Approach .......................................................................................................................... 42 

The Common Element to all Renewal Programs Post 1994 ................................................................... 45 

Renewal Outcomes Pre/Post 1994 ......................................................................................................... 47 

A Spent Force and the RMA .................................................................................................................... 52 

Management, Command and Control Re-engineering Team ................................................................. 58 

Chapter 3 The CDS 1999 Issues Seminar..................................................................................................... 63 

Expectations ............................................................................................................................................ 64 

Results ..................................................................................................................................................... 65 

Impacts .................................................................................................................................................... 66 

Indications ............................................................................................................................................... 68 

Rearranging the Deck Chairs on the Titanic ............................................................................................ 70 

Engaging Public Opinion ......................................................................................................................... 71 

Chapter 4 Defence Economy ...................................................................................................................... 73 

Rightsizing ............................................................................................................................................... 74 

Benchmarking on hope ........................................................................................................................... 77 

Canada followed suit but not to the degree and extent required .......................................................... 80 

Canada in Context to New Zealand ......................................................................................................... 83 

A little history .......................................................................................................................................... 85 

The tail begins to chase the tail .............................................................................................................. 86 



5 

 

Democratic models – similar yet different ............................................................................................. 88 

A Need for Debt Management ................................................................................................................ 91 

ASD, Privatization and Contracting out .................................................................................................. 92 

The Canadian Forces, Navy, Army, and Air Force Survival...................................................................... 93 

Factors at play ......................................................................................................................................... 94 

Military Pay Hammered as an  Excessive Cost ........................................................................................ 95 

“It’s only logical?” ................................................................................................................................... 97 

And what is management? ..................................................................................................................... 98 

Lieutenant-General George Macdonald address to SCONDAV .............................................................. 99 

Morale ................................................................................................................................................... 101 

“I owe my soul to the company store” ................................................................................................. 102 

Concluding remarks .............................................................................................................................. 103 

Chapter 5 - Managing Public Opinion ....................................................................................................... 105 

Relevance, relevance ............................................................................................................................ 106 

The key to honouring the promise ....................................................................................................... 108 

Spin and time for change ...................................................................................................................... 109 

DND and CAF the media darlings .......................................................................................................... 114 

Soft power and Canada’s decline to a post-national state ................................................................... 117 

Impressions of Ministers of the Crown ................................................................................................. 119 

The coming of “Soft Power” ................................................................................................................. 120 

Step by step – a noted decline and influence ....................................................................................... 121 

Falling so low ......................................................................................................................................... 125 

Roles – a need for both ......................................................................................................................... 126 

Chapter 6 –Rules, Players and Actors of the Game .................................................................................. 128 

Drastic Measure and Difficult Times ..................................................................................................... 129 

Nothing is ever static in the headquarters. .......................................................................................... 130 

Issues have meaning, if not consequences ........................................................................................... 131 

Defence Policy is Complex .................................................................................................................... 131 

A simplified view ................................................................................................................................... 132 

Establishing the Limit ............................................................................................................................ 133 

Outcomes of Gentlemanly Agreements ............................................................................................... 134 

Wishful thinking .................................................................................................................................... 135 

The game was about to change ............................................................................................................ 136 



6 

 

The Hopes of Re-election ...................................................................................................................... 138 

Managing the Bottomline 1988 ............................................................................................................ 139 

Shaving the Ice Cube 1993 Onwards .................................................................................................... 140 

New Think ............................................................................................................................................. 141 

Chapter 7 Alternate Service Delivery ........................................................................................................ 145 

Interest Sensitivity Analysis .................................................................................................................. 147 

Rules & Processes – an obstacle for change or opportunity for gain? ................................................. 151 

History has Impacts ............................................................................................................................... 152 

Elements of Risk .................................................................................................................................... 153 

Opportunity Hidden in the Details ........................................................................................................ 154 

Information is both sensitive and valuable ........................................................................................... 155 

The Outcome ........................................................................................................................................ 157 

Rules- It’s never easy ............................................................................................................................ 157 

Management – Difficulty seeing beyond the bottom-line? .................................................................. 159 

Explanation of full cost and intent. ....................................................................................................... 160 

The Nightmare of Unrealistic Change ................................................................................................... 162 

Chapter 8 – The Importance of History .................................................................................................... 166 

Priorities Placed in Context ................................................................................................................... 167 

‘Capability Planning Process’ replaces ‘Program Planning Budgeting System’ .................................... 168 

The Importance of Defence Economics ................................................................................................ 170 

Economy and Efficiency – the Constant Bleat over time ...................................................................... 171 

The Past as Prologue ............................................................................................................................. 172 

The Historical Perspective – 1964 to 1994 ........................................................................................... 174 

Economy and Efficiency - The Strategy of 1964.................................................................................... 179 

The outcome 1964 ................................................................................................................................ 179 

Senior Management's Expectations - 1964 .......................................................................................... 180 

The Historical Perspective - Outcomes 1964 ........................................................................................ 183 

The End State Outcomes of 1964 ......................................................................................................... 186 

1990 to 1998 ......................................................................................................................................... 188 

Background 1990 to 1998: .................................................................................................................... 189 

The Strategy 1990 to 1998 .................................................................................................................... 190 

Management's Expectations - Treasury Board on Down ..................................................................... 193 

Conclusions ........................................................................................................................................... 199 



7 

 

Chapter 9 ASD - A Success or Failure? ...................................................................................................... 202 

ASD Military Pay – outcomes: ............................................................................................................... 205 

Achieving Objectives: ............................................................................................................................ 205 

Accountability: ...................................................................................................................................... 207 

Outcome – Private Sector ..................................................................................................................... 209 

Benchmarking to United Kingdom - Beating on Cost ........................................................................... 212 

Outcome – Benchmarking to United States ......................................................................................... 217 

Outcome – Benchmarking to Australia ................................................................................................. 222 

Outcome – Benchmarking to New Zealand .......................................................................................... 227 

Achieving Expectations - the Office of the Auditor General for Canada .............................................. 233 

Transparency and the Public Interest: .................................................................................................. 236 

To Understand the Future; Revisit and Review the Past ...................................................................... 239 

Benchmarking Results: .......................................................................................................................... 242 

The Unnecessary Distraction: ............................................................................................................... 244 

The Year 2010 Explained: ...................................................................................................................... 245 

Conclusion  – Looking through the Rear View Mirror........................................................................... 251 

Chapter 10 Policy Outcomes – A Personal Point of View ......................................................................... 252 

National Prestige – Influence Lost ........................................................................................................ 256 

Change, but not real change please ..................................................................................................... 257 

The Cold War Hangover ........................................................................................................................ 259 

Money makes the world go round, world go round ............................................................................. 261 

Canadian Institutions ............................................................................................................................ 263 

The true Question - What constitutes the Canadian Armed Forces? ................................................... 267 

What Political Will? ............................................................................................................................... 270 

Consequences Lack of Foresight and Political Will ............................................................................... 272 

The Misdirection of National Treasure ................................................................................................. 274 

Importance of the Role of the Canadian Armed Forces ....................................................................... 277 

Importance of the Role of the Canadian Voter ..................................................................................... 279 

Chapter 11 There Is Nothing New Under The Sun .................................................................................... 282 

Introduction .......................................................................................................................................... 283 

Principles ............................................................................................................................................... 284 

But Things Can Change. ........................................................................................................................ 285 

Difficulties in the Management of the Defence Portfolio .................................................................... 287 



8 

 

2010 - Back to the future circa 1995? ................................................................................................... 289 

Looking Back at the United Kingdom and the United States 2010 ....................................................... 293 

Dilemma for all ...................................................................................................................................... 294 

Size and Extent of UK Defence Cuts- Looking in the rearview Mirror .................................................. 296 

Trade-offs taken to Hold Defence Spending to 2% of GDP ...................................................................... 299 

GDP implications ................................................................................................................................... 301 

Cause and Effect ................................................................................................................................... 303 

A Call for Austerity ................................................................................................................................ 307 

Where does Canada sit in the true test of the Debt to GDP-ratio? .......................................................... 308 

Looking Forward ................................................................................................................................... 309 

An Action Plan – or Holding the line on Canadian Defence Spending .................................................. 310 

Concluding Remarks.............................................................................................................................. 311 

Epilogue..................................................................................................................................................... 314 

Appendix A to Chapter 1 ....................................................................................................................... 317 

Appendix B to Chapter 3 ....................................................................................................................... 320 

 

 

 

 

 

  

 

 

 

  



9 

 

 

“Introduction” 

 

“Keep your feet off the floor!” were the words of my platoon sergeant, while on a 

night training exercise as an officer candidate, on infantry phase training at CFB 

Gagetown sometime in February 1980. We had just mounted a venerable deuce 

and a half (two and half ton) truck, allegedly left over from the Korean War. We 

wandered on through the night with my knees in my chest while the floorboard 

flapped in the breeze. We were half-way through a week of training exercises. I 

was looking forward to my stint as section head in the vain hope that I would at 

least be warm driving in the cab. A steady breeze rolled through the cab as we 

move down the road at a steady pace at 50 kilometers per hour, chilling us to the 

bone. I now wished that I was back in the box with my mates, for at least the body 

heat from 12 frozen souls offered the promise of a little comfort. 

That was a revealing experience to a neophyte officer in training. The equipment 

was old and dated. Budgets and ammunition tables were tight. Heavy weapons 

training amounted to not much more than a five second burst on the 50-caliber 

heavy machine gun, and one shot off the Carl Gustov Light anti-tank weapon, two 

if you were lucky. Yet we, the officers in training, were expected to become 

expert in our trade. The shortfall in realism was made up by copious amounts of 

dry land training but really, there is no substitute for live training as you need to 

understand the idiosyncrasies of the weapons systems that you’re dealing with. 

However, the training staff, which was key, did an excellent job with the 

resources they had, culminating in the pay off today, with some fine outstanding 

officers with whom I have trained and served. 

“Making do” seems to be the operative word within the Canadian Forces, which 

has always done outstanding work for Canada on the world stage despite “making 

do”. It has a world class reputation. Canadians do not seem to realize this. What 

sticks in their minds is the debacle of Somalia, apparent waste on procurement, 

low pay, food banks, and an inability to control expenses and resources.  All these 

issues played prominently in the headlines during the 1990s. 

General Rick Hillier, Chief of Defence Staff, called this period the “Decade of 

Darkness”.  He made that statement as a keynote speaker at the 23rd Annual 
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Seminar of the Conference of Defence Associations Institute, February 16, 2007. 1 

His speech was largely a state of the union address on the good work that 

Canadian Forces do on behalf of his fellow Canadians. He paid tribute at the time 

to the minister of National Defence, Gordon O’Connor, and the brave men and 

women of the Canadian Forces. He acknowledged the support of the Canadian 

public and military families in particular, but it was this phrase, the “Decade of 

Darkness,” and his statement that “over this past one to two years we have begun 

to fully realize the immense, the negative impact of the expenditure reductions, 

defence expenditure reductions from 1994 leaving deep wounds within the 

department” was the hot button in the press. 

General Hillier remarked that significant funds were taken out of the defence 

budget. He did not envy his predecessors who were left ‘slicing and dicing’ the 

budget to make ends meet. He admired their efforts as a tremendous feat and 

accomplishment, given at the time, the increased operational tempo. He was not 

specific, but he commented broadly of the direct impacts of reduced defence 

spending by providing an innocuous example of the subsequent impacts on 

military members and family stability.2 Still the press and opposition picked up on 

this theme and critically commented that the General had overstepped his 

bounds by presenting what was essentially “a political speech”.3 

Did the General overstep his bounds or was he merely stating the facts as Chief of 

Defence Staff? The Chief of Defence Staff does not set policy nor is he a “political 

being”.  He is an officer who serves the government at its pleasure. He is merely a 

policy actor responsible to the minister for military advice.4 He is a subordinate of 
 

1 Speech, Keynote Address by Chief of the Defence Staff General Rick Hillier at the 23rd Annual Seminar 

of the Conference of Defence Associations Institute, February 16, 2007, pg. 3. 

 

2 Ibid, Hillier pg. 3. 

 
3 Mike Blanchfield, Top general calls Liberal rule 'decade of darkness', The Ottawa Citizen, February 17, 

2007, http://www.canada.com/ottawacitizen/news/story.html?id=d569d0fb-d9cf-4119-84cb-

39dd89571625 

Accessed 29 February 2008 

4 Douglas Bland, The Administration of Defence Policy in Canada 1947 to 1985, Ronald P. Frye 

& Company, 1987, pg. 98. 

http://www.canada.com/ottawacitizen/news/story.html?id=d569d0fb-d9cf-4119-84cb-39dd89571625
http://www.canada.com/ottawacitizen/news/story.html?id=d569d0fb-d9cf-4119-84cb-39dd89571625
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and cannot speak for, the minister without the minister’s permission.  Given that 

Gordon O’Connor was present on the day, we must assume that General Hillier 

was merely updating the state of the Canadian Forces, given the resources at 

hand, and with his superior’s consent.  

The roles and duties of the Minister and Chief of Defence Staff are clearly set out 

in the National Defence Act. The Minister of National Defence’s role is to make 

regulations for the organization, training, discipline, efficiency, administration and 

good government of the Canadian Forces which are embedded in law under the 

National Defence Act.5  The Chief of Defence Staff is charged under the act with 

the control and administration of the Canadian Forces.6  The General was well 

within his prerogative as Chief of Defence staff to expound on issues that directly 

impact the control and administration of the  Canadian Forces, no matter who 

these issues may offend. Surprisingly though, this prerogative was exercised in a 

very public forum, for normally, these issues are conducted behind closed doors 

that effectively muzzles a Chief of Defence Staff that limits his impact on public 

opinion. The casual observer may easily conclude then, that this opportunity was 

afforded to the Chief of Defence staff by the government of the day, but to what 

end? 

General Hillier’s remarks were of some discomfit to his past political masters who 

argued that defence spending was boosted in its last budget to the tune of $13 

billion. Arguably, the previous government made significant strides in managing 

“quality of life issues” of Canadian Force members and that significant plans were 

on the books for investment and equipment procurement. 7  Thus, the previous 

government argued that it had set in motion the impetus that rejuvenated the 

Canadian Forces after many years of neglect.  Their plans did not come to pass 

without a significant swing in public opinion.  What they failed to mention though, 

it was through their own efforts, that the defence budget significantly declined 

throughout the 1990s. Finally, the $13 billion input into the defence budget was 
 

5 National Defence Act (NDA), ( R.S., 1985, c. N-5 ), Section 12. (2), Act current to December 31st, 2007  

http://laws.justice.gc.ca/en/ShowFullDoc/cs/N-5///en , accessed 7 March 2008 

 
6 Ibid, NDA, Section  18. (1) 
7 Liberal defence critic Denis Coderre comments, in Mike Blanchfield, Top general calls Liberal 

rule 'decade of darkness', The Ottawa Citizen, February 17, 2007 

http://laws.justice.gc.ca/en/ShowFullDoc/cs/N-5/en
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an investment that was meant to be spread out over several years.8 It was not a 

lump sum dividend payable to the Canadian Forces on the barrelhead. It was 

penny portioned over several fiscal years.9 More importantly it could be 

withdrawn at any time. It was very conditional upon the future fiscal and political 

circumstances of the country. 

The Canadian Forces were largely deconstructed during the 1990s without little 

protest or concern from the public. Defence was largely viewed as a major 

resource drain by many Canadians who felt that it had little relevance in the Post 

Cold War era. Representing approximately 10 per cent of the government’s 

annual budget, it was the largest single discretionary budget item within the 

government’s reach to reduce its spending. Defence was ripe for the chop given 

the geopolitical and economic situation of the day. Geopolitically the world 

seemed a safer place. The belligerents of the Cold War had stood down from the 

cat and mouse game of mutual destruction. Super-power détente promised the 

hope of lasting world peace. But globally, and Canada in particular, the world was 

being challenged economically. Canadian and world economies were constricted 

by debt. Relief was sought through new innovations in cheaper delivery of public 

services. Defence as a priority was ipso facto put on the backburner. 

It was so easily done in Canada. The one constant in defence planning and 

budgeting were the needs of the Cold War. Treaty alliances and obligations forced 

a certain level of defence spending. Once the Cold War had dissipated, arguments 

were made for a “peace dividend” to reduce the burden on tax-paying citizens. 

This relief was never passed on to the taxpayer but was largely diverted to paying 

down debt or to new programs.  

This was a volatile period, which may show how difficult it is to define the 

“national interest”.  It is a difficult concept. There is no one clear definition of 

what “national interest” entails. “National interest” is variable and subject to 

change over time and is directly dependent on the exigencies and needs of the 

 
8 Canada, Department of Finance, Delivering on Commitments, The Budget in Brief 2005, pg., 

16 
9 Ibid, Budget in Brief 2005,  Table 3, Budget  2005 Initiatives, pg. 21  



13 

 

day.10 This means that the ordering of priorities and policy of any government are 

subject to shift in kind. The concept of “national interest” is amorphous at best 

and is very difficult to grasp. The 1990s suggested that “national interest” lay in 

the direction of the needs of economy. It was quite likely the right assessment for 

the time, but the resolution of the problem was not necessarily conducted in a 

balanced approach, nor did it adequately consider the needs of the country’s 

other vital interests because these were simply not well defined.  

The sole focus was the economic issue that had disastrous consequences for 

defence. Budgets shriveled down to nothing. It was a bare bones effort. The 

contraction within the budget left defence planners scrambling, and shifting 

dwindling dollars to the point, that the planners considered the task akin to “re-

arranging the deck chairs on the Titanic while the ship was going down”. There 

needed to be a better approach and planning model. 

Our defence leaders understood the economic realities of the day and Canada’s 

need for a balanced budget. The country could no longer sustain a large national 

debt. It was simply killing the economy. Soldiers, sailors, and airmen were willing 

to make sacrifices, willing to make do, and willing to defer their needs because it 

was in their nature to make these sacrifices in the country’s best interest. The sad 

thing was that the country did not necessarily appreciate these sacrifices. It did 

not help matters one iota that defence was under a constant barrage from the 

media as a largely inefficient and an irrelevant organization. What made matters 

worse was either an inability or an unwillingness and a desire of the government 

of the day, as well as the department , to defend against and adequately address 

this attack. Public opinion for defence was at its lowest ebb in many years. This 

only served to smooth the path for the gutting of the Canadian Forces both in 

terms of budgetary dollars and personnel resources, as an expensive capability 

that the government could no longer afford. Moreover, it conveniently fit with a 

paradigm shift in government policy through the employment of “soft power” as 

an influence. 

 
10 Speech, Allan Gotlieb, Benefactors Lecture, 2004, C.D. Howe Institute, Romanticism and Realism in 

Canada’s Foreign Policy, Toronto, November 3, 2004 

This speech provides the reader with an excellent overview of the variety of national interests 

and their influence on policy directions that have spanned Mr. Gotlieb’s prolific career.  
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The end of the Cold War left a policy planning vacuum. The Cold War was a 

bipolar influence in policy and defence planning. Essentially it involved the two 

superpowers, who aligned capability with various doctrines that led to “mutually 

assured destruction”, which they played off one another for a comparative policy 

advantage. It was a game of brinksmanship. But it simplified the basic planning 

elements to simple arguments for justification of defence spending based on 

current threat assessments. The public threat was easily understood, and despite 

the economic pain, the majority was willing to and accepted increased defence 

expenditure.  

This policy model was replaced by 1995.  The Department of Foreign Affairs and 

International Trade released a foreign policy review. Canada was seen in a 

privileged position with an ability to influence change while benefiting from 

opportunities in the Global community. It wished to exercise this opportunity by 

promoting Canadian values and protecting Canadian interests.11 

The 1995 policy review saw the promotion of global peace as the key to 

protecting Canadian security. Security would remain a central element of 

Canada’s foreign policy. Canada’s economic security was dependent on the 

security of others. It was felt the acceptance and recognition of Canadian values 

by other nation states would safeguard security by promoting Canadian culture 

and learning, as the way of promoting Canada’s interests. The projection of 

Canadian values and culture was central to not only safeguarding the quality of 

life in Canada, but also to the Global community who were expected to accept 

these values abroad.12  A case was being made for a diminished role within the 

traditional role of defence. There would be little need for combat capability when 

the case was made for defence as supporting other partners and non-government 

agencies, who would deliver the prime objects of this policy. Foreign policy 

 
11 Canada, Department of Foreign Affairs and International Trade, Canada in the World - Canadian 

Foreign Policy Review , 1995, Date Modified: 2003-02-17,  

http://www.dfait-maeci.gc.ca/foreign_policy/cnd-world/menu-en.asp ,Accessed 12 March 2008, pg. 1 - 

Summary 

12 Ibid, Canadian Foreign Policy Review, 1995. pg.2-3/53 

http://www.dfait-maeci.gc.ca/foreign_policy/cnd-world/menu-en.asp
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success was no longer viewed from a position of military strength as de rigueur, 

rather success stemmed directly from economic strength.13 

Thus, conditions and intellectual arguments for the acceptance of reduced 

defence spending were complete. Canadian Forces were to be utilized in 

humanitarian and peacekeeping actions. Although the world was still a dangerous 

place, there was little justification for investment in new capabilities such as 

strategic air and sea lift, weapons systems or training. Canadian Forces were 

being reduced to a constabulary for future policing actions. This was acceptable to 

Canadians as they came to believe that the raison d’être of the Canadian Forces 

was peacekeeping. 

For those who lived it, it was the “decade of darkness”. It was frustrating and 

demoralizing. The department faced a huge challenge to re-organize itself 

structurally and fiscally at a time when operational tempo was about to peak. It 

was expected to do more with less. The Canadian Forces and National Defence’s 

standing were at an all time low. What remains to be told in the aftermath is the 

struggle for survival and the dedication of the men and women of the Canadian 

Forces and the civilian members of the Department of National Defence in the 

face of growing adversity. The years 1995 to 2005 were a decade of challenge and 

ingenuity. It was a decade of “Getting it Right”.14 It was not done without cost. 

Sometimes that cost was the loss of some brave son or daughter, national 

prestige, and influence on the world stage. But the Department and The Canadian 

Forces soldiered on delivering the best it could do, with the resources in hand, on 

behalf of our fellow Canadians.  

The tide has recently turned for defence. Considerable investments have been 

made to rejuvenate the department and the Canadian Forces. It may well be the 

Canada’s commitments to Afghanistan have heightened the need for adequate 

equipping and funding its defence forces if it is to act on the world stage, 

protecting Canadian interests and values. I doubt it. Afghanistan may have been a 

bell-weather that focused the average Canadian’s interest.  The needs of Canada’s 

national interests go beyond Afghanistan. The crux of Canadian Defence policy 

 
13 Ibid , Canadian Foreign Policy Review , 1995. pg. 6/53 
 
14 Canada, Treasury Board of Canada Secretariat, Hon. Marcel Massé, Getting Government Right 

-Governing for Canadians, February 20, 1997 
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surely must be the defence of Canadian sovereignty and security.  These issues 

will be in play much closer to home in very short order, particularly in the Artic. 

Canada must have the capability and weight to protect its own interests; 

otherwise, it will never be taken seriously in a world court of law if it is unwilling 

to defend or unable to stake its sovereign claims. Regrettably that is often down 

the barrel of a gun or at least the threat of using one. 

Has the world really changed? History is rife with examples of stronger forces 

preying on weaker, seekers of new frontiers and resources for the 

aggrandizement of empire and wealth. What makes Canadians feel that it will be 

any different today in the Artic – Canada’s third, and often forgotten ocean 

frontier?  Canadians look to the short term. And as such, our policy interests are 

often short term, reactive and based on crisis management. Canada, Canadians, 

need a strategic view of their interests in the world that go beyond politics and 

the present day. The concept of “Canada” is vital. There is no other nation more 

open, welcoming, with a sense of fair play. It is our greatest strength; it is also our 

greatest weakness. Canadians are welcome just about anywhere because of our 

good peace-loving nature. But fair play and good nature have little currency in the 

rule of international law and statesmanship. You need a little toughness, the 

means, and the willingness to back it up if necessary. Your bark must be as good 

as your bite, this means there is a need for a robust Defence Department and 

Canadian Forces to project the power of Canadian will. 

There will always be a requirement for defence investment. Canada does not 

have unlimited resources. Capabilities must have the ability to deliver a punch for 

a wide range of security and sovereignty services on behalf of Canadians for years 

to come. Canadians then must have a long-term strategic view. We cannot 

continually operate with a short-term reactive view if we are to be a serious 

player. We cannot plan or invest for every contingency. However, we must be 

able to prepare packages with what we have and deliver these when required on 

behalf of Canada. Therefore, when it comes to defence investment, we must 

realize equipment wears out, becomes obsolete or requires maintenance, repair 

or replacement. This means that there is a minimal requirement for defence 

investment that is very necessary and is a vital component toward delivering on 

Canada’s vital and national interest. “Keep your feet off the floor, son” should 

have been an embarrassment to the Canadian public back in 1980 if they knew of 
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the state of resources. In fact, it was the same battle being fought then, as is 

today, the proper leveling of Canada’s defence budget. We cannot keep going 

over the same ground at every defence review. It becomes cyclical and is 

debilitating – a boom and bust cycle! The problem is that Canada’s urgent 

defence policy needs are often recognized at the bottom-end of the bust cycle! 

Canada’s young men and women in the field today, are doing Canada’s bidding. 

Canada has an obligation to sustain them with proper equipment, training, and 

moral support. This requires a proper and reasonable investment in dollars 

concomitant with the object of the desired policy. To do so, Canadians need to 

have a reasonable understanding of the place of defence in the national mosaic. A 

Study of the “Decade of Darkness” provides some insights to the problem. I will 

attempt to give Canadians some appreciation of defence as we review the 

implications of the “Decade of Darkness’, through its impacts on defence 

organization, defence policy- administration, consequences, public expectations, 

and Canadian sovereignty in the following chapters. 

This book is dedicated to the men and women of the Canadian Forces and public 

servants in the Department of National Defence with whom I have served Canada 

faithfully for over 28 years. 
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Chapter 1 – The Impacts of a Changing Fiscal Climate 

 

Canadians have a very difficult time understanding the purpose of defence or 

the value of defence spending. The billions spent seem overwhelming. 

Canadians cannot fathom why, with so much money on the line, there is so 

little to show in effect for the taxpayers’ defence investment. It may be that 

Canadians have a romantic view of defence. Many fancy, that the primary role 

of the Canadian Forces’ is peacekeeping. But it  is not. It is a view that distorts 

the purpose of defence and what soldiers, sailors, and airmen do for Canada, 

which is the delivery of Canadian peace and security in what is known as the 

management of violence. Violence, the ultimate act, war, is disdainful to 

Canadians. But war is fact. War does exist even in peaceful times.  

Peacekeeping has been sold as a bill of goods in virtually every defence white 

paper since the 1960s, ostensibly to assuage Canadian sensibilities, used as a 

marketing tool and justification for Canadian defence spending. Peacekeeping 

now substantiates a large portion of the Canadian Forces mandate. No matter 

what the purpose, defence is costly. It places a financial burden squarely on 

the shoulders of every taxpayer of this country. Still, National Defence remains 

the least understood department of Canadian government.  

The reasoning for defence spending is often wrapped in the realm of economic 

calculus, a calculus buried deep in government policy statements. There is no 

one place where Canadians can find meaningful objective defence analysis, to 

form an independent appraisal. Defence issues are often left to various 

interest groups with differing agendas, that can be either for or against 

defence spending. 

Citizens need to realize that any defence department exists for a country’s 

security interests and needs. Defence is the citizens’ security blanket against 

harm. The general objectives of Canadian defence policy have been simplified 

and expressed thematically in one way or another in every White Paper since 

1964. They are enumerated as preservation of sovereignty, peace and security, 
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supporting Canadian foreign policy, providing protection and surveillance of 

Canadian territory. 15  

Each White Paper is unique to its time that are crafted to sensitive current 

Canadian issues. They must necessarily be adaptive to the current reality, in 

order to achieve a consensus on the current security situation, so that Canada 

delivers what Canadians desire, what is affordable, and what Canadians are 

willing to pay.  

Getting it right is complex and difficult.  A White Paper will not always achieve 

consensus. As such not all Canadian demands or desires are attainable, nor are 

they necessarily affordable. Consensus though implies that some measure of 

compromise has been reached with an understanding that it serves the 

greater interests of all. The manner of reaching consensus should be of 

concern to all Canadians;  for we rely on our elected representatives to act in 

our national interest.   

Consequences of “national interest” usually bear some premium. The 

premium most commonly felt is that of increased taxation.  The taxpayer is the 

first “touch” for the results of poor policy and governance; the brunt of which 

is felt in one of two ways: 

1. less money in taxpayers’ pockets, or  
2. in reduced public services.   

 

What policy measures are meaningful to Canadians? A simple measurement 

framework is outlined here as: 

1. a share of gross domestic product that a country devotes to defence; 

 
15 Douglas L. Bland (ed.), Canada’s National Defence – Volume 1 Defence Policy, School of Policy 

Studies, Queens University, Kingston, Ontario, 1997 

- Honourable Paul Hellyer, Minister of National Defence and Honourable Lucien Cardin, Associate Minister 

of National Defence, White Paper on Defence, March 1964, pg. 71 

- Donald S. Macdonald, Minister of National Defence, Defence in the 70s - White Paper on Defence, August 

1971, pg. 132 

- Brian Mulroney, Prime Minister of Canada and Perrin Beatty, Minister of National Defence, Challenge and 

Commitment – A Defence Policy For Canada, June 1987, pg. 193 

- The Honourable David Collenette, P.C., M.P., Minister of National Defence, 1994 Defence White Paper, 

1994, pg. 294 
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2. a measure of defence expenditure over time; 
3. the breakdown of defence spending by budget categories of operations 

and maintenance, capital, and statutory payments; and  
4. the consequent distribution of defence spending in army, air and naval 

forces. 

Situational Awareness – Government Spending 

Why should Canadians be concerned in the level of Canada’s defence 

spending? Put simply, defence is a major component of government 

budgeting. Government budgeting and spending programs are designed to 

deliver desired services. Government spending is based on the inherent and 

latent strength of the economy. The inherent strength and growth are 

measured by Gross Domestic Product (GDP). Latent strength is the potential 

bound in hidden, undeveloped, to be developed or under-employed resources 

within the economy. But GDP is the statistic that is the most meaningful and 

well understood by Canadians. It is also the very basis upon which all levels of 

government; federal, provincial, and municipal, plan their spending programs.  

Each level of government draws on GDP for revenue. The federal government 

is in direct competition with its provincial and municipal counterparts who 

must draw from the same source, the relative strength of the Canadian 

economy. The potential tax base within the GDP is the source of all revenues 

upon which governments deliver their own particular mandates or promises to 

Canadians. The origin of the source of all revenue is the taxpayer. Thus, all 

levels of government must attempt to manage wisely through fiscal policy. 

They must also recognize that there are limits; if not a finite ceiling, to GDP 

and growth. In a perfect world all would like to live within this envelope. But 

seldom is this the case. Some borrowing is often required over time, whose 

costs are necessarily borne by the taxpayer. 

Canadians are very wary of the long-term implications of fiscal policy and 

defence spending in particular. Government spending directly affects quality of 

life and personal incomes. Taxation of personal income is the single largest 



21 

 

revenue of federal government (47% of federal revenues).16  Indirect taxation 

in other areas such as GST, HST and so on, are added into this base and are 

magnified through the economy as costs are passed directly on to the 

consumer. Any increase in taxation therefore results in less money in the 

average Canadians’ pocket whether taxed directly or indirectly. That pain is a 

direct result of a government’s fiscal policy. The taxpayer then is the 

government’s buffer for the consequences of its fiscal policy.  

The Canadian economy prospered in the decade preceding 1994. But the 

economy was not performing as well as it could have. The level of federal and 

provincial debt amounted to $750 billion and the federal deficit lay at $39.7 

billion (27% of the total federal budget). Government spending had a 

dampening effect. Dealing with debt and deficits posed new pressure for 

additional taxation on Canadians.  Government spending trends were no 

longer sustainable. Something had to give.17  The more demanded by defence, 

the greater impact there was to the average Canadian.  With shrinking wallets 

came shrinking hearts. The White paper policy themes from 1964 to 1987 

were no longer sustainable, nor meaningful to Canadians. There was very little 

support for continued defence spending! 

Defence became a very easy target for budgetary cuts by 1994. Canadians 

were weary. It was easy to get caught up with the largesse of defence 

expenditure in a world of competing priorities. The justification of large 

defence budgets to stem the threat of the Soviet tide coming through the 

Fulda Gap, no longer existed as a threat and thus was no longer relevant to 

defence planning. Justification of large defence budgets for multi-purpose 

forces was less tangible still. Canadians had a difficult time justifying the need 

 
16 Canada, Department of National Defence, Assistant Deputy Minister (Finance and Corporate Services), 

Director Budget, Making Sense out of Dollars 2000-2001 ed., TREND IN SHARE OF FEDERAL 

GOVERNMENT REVENUES, since 1989-90, Personal Income Tax has increased slightly from 46% to 47% 

of total revenue government revenues 

17 Canada, Minister of National Defence, The Honourable David Collenette, P.C., M.P., 1994 White Paper 

on Defence, Date Modified: 2005-11-14, http://www.forces.gc.ca/admpol/content.asp?id={489C0E24-

62F7-483B-96D9-D0FC44502C86} 

Accessed: 24 March 2008, Chapter 2, Domestic Considerations 

 

http://www.forces.gc.ca/admpol/content.asp?id=%7b489C0E24-62F7-483B-96D9-D0FC44502C86
http://www.forces.gc.ca/admpol/content.asp?id=%7b489C0E24-62F7-483B-96D9-D0FC44502C86
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in their own minds. Canadians were more inclined to reduce defence spending 

now that the Cold War was over.  

Defence also existed for other security needs that were not well understood. 

Defence must be viewed in a broader light. Defence budgets were already 

reduced dramatically since the Fall of the Berlin Wall. Canada devoted 2.1% of 

GDP towards defence spend in 1988. The NATO average was 4.5%.18 This had 

declined to 1.8% by 1994 (NATO Average – 3.3%).   

Percentages are deceiving though. For example, in 1988 with 2.1% of GDP, 

Canada spent $12.3 billion on defence. Amazingly the 1994 figure of 1.8% 

bought $13.0 billion, an almost equivalent amount based on a lower setting of 

GDP. This just goes to show how much the strength of the economy played in 

government spending.  Canada appeared to able to buy more defence in 1994 

at a lower rate simply because its economy appeared to have strength relative 

to 1988.  But inflation eventually took its toll notwithstanding the growing 

strength of the Canadian economy over time. 

Running the numbers over time, Canada’s gross domestic product was $612 

billion in 1988 that saw 2.1% of GDP, where $12.3B was spent on defence.19 

That margin grew to $771 billion by 1994 where 1.8% of GDP saw $13B spent 

on defence. Finally, GDP grew to $874 billion by 1998. Canada invested 1.2% of 

GDP on defence that year and only $10.4B was spent.20   

 
18  NATO Press Service, Press Release, M-DPC-2(90) 70, Financial and Economic Data Relating to NATO, 

Table 1 & Table 2, 5 December 1978  

 

 

 
19 Canada, Statistics Canada, Report 9712GDCI, Table 12: Current Price GDP Income 

Source: Source: http://www.statcan.ca/english/research/13F0031MIE/00005/table12.htm 

Accessed: 3 April 2008 
 
20 Canada, Statistics Canada, Jean-Pierre Maynard, Insights on the Canadian Economy - A Comparison of 

GDP Per Capita in Canada and the United States from 1994 to 2005, Appendix A – Data Sources, Table 

A1 Canadian data, August 2007, pg.11 

 

http://www.statcan.ca/english/research/13F0031MIE/00005/table12.htm
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The point is that Canada has not always maximized defence spending on a 

strengthening economy. The defence budget would have been significantly 

higher had the standard Cold War planning factor of 2% of GDP been applied.  

Canada deferred a considerable amount of potential defence spending in the 

process, but this was done in consideration of other Canadian priorities. 

Defence Spending on the Margins 

Life is lived at the margins. For example, we often look for the best interest 

rates that either increases our savings or that minimizes our debt. A one-point 

difference in spending may be significant to some Canadian households. 

Sometimes it’s the margin between putting food on the table or heat in the 

home. Spending sometimes comes down too choice either way. It all comes 

out of family income. A poor decision one way or the other is often marked by 

some degree of sacrifice or cost. The same holds true in the matters of 

national defence and security. 

The per cent of GDP may be viewed as the margin that Canadians wish to pay 

as a premium or investment on defence.  A GDP planning factor is the marginal 

increase that National Defence expects on top of each year’s current defence 

budget. A rate of 2% of GDP was the decade average for the 1980s. The 

situation changed sharply by 1994. The margins dropped from 1.8% in 1994 to 

1.3% by 1996-97. A marginal factor of 1.3% GDP held true to 1998-99 when 

National Defence enjoyed its lowest budget of $9.38 billion. The cumulative 

effective of the deferral over the period to the department’s lowest ebb was 

$14.6 billion (Appendix A).  

The government deferred defence spending by this plan which essentially 

matched what they wanted to do in their 1994 White Paper, “National 

Defence is radically restructuring plans to purchase capital equipment. 

Planned acquisitions will be cut by at least 15 billion dollars over the next 15 

years.”21 How can you restructure plans to purchase new equipment when you 

have no means to do so?  The measure of the government’s spending policy 

 
21 Ibid., 1994 White Paper on Defence, Capital Program, Procurement and Industrial Impact, 

serial 57 
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may be determined by comparison models (Appendix A). Comparatively based 

on a budget plus 2% per year planning framework of the 1980s, the 

government deferred $7.7 billion between 1993 and 1999 when compared 

between planned and actual budgets. But shifting to lower annual per cent of 

GDP rates, based on decreased annual defence budgets, really had a dramatic 

impact. The federal government essentially deferred $16.5 billion by this 

policy. They were able to easily achieve a 15-year capital target reduction by 

the end of 1999. The situation for National Defence appeared bleak at best. 

Government targets were reached earlier, but government policy specified a 

15-year timeframe. There was little hope for improvement in defence 

spending. The Department essentially had to withdraw, re-design, and redirect 

resources without the hope of any investment to do so. 

Canadians simply did not understand the problem. The Canadian Forces 

provided other services beyond preparing for a potential state of war that 

were equally desired by Canadians. There were high operational tempos for 

United Nation peacekeeping commitments, reaction to natural disasters 

(nationally and internationally), aide to the civil power, and other security 

requests within a peaceful setting. The Canadian Forces were stretched to the 

limit keeping up with demand. There were fewer boots on the ground and the 

equipment was rusting out. The forces were stretched to its limits, eking out 

dollars to pay for it all. 

Canada had already taken advantage of a peace dividend by closing 

establishments in Europe following the fall of the Berlin Wall. What the 

government of the day was asking of Canadians in the 1994 White Paper was 

an assumption of further risk. That risk was, in reducing the Canadian defence 

establishment further, no harm was expected nor anticipated, and that Canada 

could limit its defence commitments accordingly. If required, the government 

assumed that they could easily re-constitute the defence portfolio if needs be.  

Defence is like many other public security services. It cannot be re-constituted 

easily or turn on a dime at the whim of the government. It is very similar to 

investing in fire and police services. They take time to train and build; and have 

in place the means to meet public safety requirements. To put it on a scale 

that may be meaningful to the average Canadian, Canada needs these services 
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to protect public welfare, property, and good order. Defence provides the 

same services to Canadians, only it is on the world stage. But if a threat is not 

imminent or apparent, can you really afford the optics of a large investment 

simply to have forces in-being for some unknown eventuality?  But then, can 

you really afford not too?  

Denying the need for police and fire services simply because we haven’t used 

those services recently, places a community at risk. Likewise deferring or 

reducing defence service simply because they may or may not be used in the 

near future, also places the community at risk. However, we certainly 

appreciate the actions of these first responders when needed, no questions 

asked. So how do we measure risk? For Canadians that measure is in the 

number of lives, property saved or lost and public welfare in the ability to go 

around carrying on our own business without fear. These same measures 

apply on the world stage as well.  Canada’s ability to react to global security 

issues post 1994, was exceedingly constrained to the point that its reputation 

was tarnished time and again. 

At the heart of the matter, how much of these services do you really require 

before their long-term costs become prohibitive?  Do you need the Rolls 

Royce, or would a VW bug do? Does a pick-up truck equipped with a garden 

hose, constitute a fire service?  Most reasonable people will live within their 

means and go the middle ground, a four-door sedan if you please, for there is 

no point in buying the Rolls if you can not afford the gas or maintenance to put 

into it. The choice of the family car usually comes down to what the family 

income can support. The same holds true for nations. You buy what you can 

afford. You simply cannot keep up with the “Jones”. For example, does a small 

town like Truro, Nova Scotia require a fire or police department the size or 

modernity as say, the city of Montreal, Quebec? To what level then should 

these respective municipalities be equipped and manned? Can Truro make do 

with equipment that’s dated, compared to say, the state of the art equipment 

found perhaps in Montreal or another major urban centre? These kinds of 

questions are not unique to municipalities. They are common to all three 

levels of government in Canada, who deliver their respective mandates to 

Canadians within the context of Canada’s Gross Domestic Product (GDP).  
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In good times we have confidence that the economy will grow so we are 

willing to take the risk of borrowing against the future. But we must remember 

that there is a finite limit to growth and a ceiling to the GDP. What all levels of 

governments attempt to do, are live within the limits of their respective 

income just like every taxpayer. It is all based on consumption and wants. Debt 

results when consumption is beyond income.  The same goes for public 

services that must be financed through debt services when provided beyond 

GDP.  

So, all three levels of government; municipal, provincial, and federal 

necessarily draw their revenues within the limits of Canada’s GDP. When the 

economy grows, Canadians’ demand more services be provided, but when it 

contracts, trouble awaits. Every new service that is provided has long term 

costs that must be paid. But once a service has been provided, the public has 

an expectation that the service has become an inalienable right. That service 

now must be provided by government in perpetuity. That is not a realistic 

assumption. In truth, economic growth is never constant. Booms easily 

become busts. Services are not a lifetime guarantee. What is provided on the 

short term may not be sustainable over the long term. Therefore, it is essential 

that all three levels of government get it right the first time to deliver those 

public services that serve their vital interests over the long term. A vital 

interest determines the level of government and its reason for being. It is the 

essence of survival from which all commitments may be based and measured. 

A matter of public policy may be attacked and marked as redundant if it does 

not serve a vital interest.  This was the case for National Defence in the period 

between 1994 and 1998 that was indicative of this case. 

The Decade of Darkness 

The 1994 White paper portrayed a bleak economic picture for Canada. 

Canada’s federal and provincial debt stood near $750 billion. The federal 

government annual debt servicing payments topped $44 billion, and its deficit 

of $39.7 billion represented 27% of the federal budget.22  Annual debt charges 

 
22Ibid., 1994 White Paper on Defence, Date Modified: 2005-11-14, 

http://www.forces.gc.ca/admpol/content.asp?id={489C0E24-62F7-483B-96D9-D0FC44502C86} 

http://www.forces.gc.ca/admpol/content.asp?id=%7b489C0E24-62F7-483B-96D9-D0FC44502C86
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and resulting deficits totaled close to $84 billion. It was $84 billion that was 

unavailable for government use or tax relief. And it was growing. Defence was 

now viewed as an unnecessary and costly extravagance. 

Defence represented a significant, and an evident budgetary line, in the quest 

for sources of restraint and cut back. Also, defence’s monetary costs were 

easily measured and were weighed juxtaposed to other important government 

programs and priorities. Finally, defence’s constituency was small, so the 

political fall out was judged as minimal. It was very easy to conclude at the 

time that defence devoured a lion’s share of government program spending. 

By 1994 it became very easy to argue against defence in favour of other 

activities that were competing for Canadian’s immediate attention and action.  

Defence’s raison d’être no longer existed. The Cold War was over. The largesse 

of Canada’s debt and deficit argued for restraint.  

Thus 1994 marked the beginning of the “decade of darkness” for the 

Department of National Defence and the Canadian Forces in particular. A very 

real economic reality was being forced down the department’s way. The Cold 

War paradigm was no longer au fait but were managers listening? A very real 

and necessary shift was required. Defence was ill-prepared to deal with it. The 

23% reduction of defence spending in the 1994 White Paper was a clear signal 

of intent. 

But we must remember that Canada was under considerable pressure both 

nationally and internationally to reduce its growing deficit.  The very real 

federal deficit was $39.7 billion when a liberal government came to power in 

1994-95. They had the mandate to reduce the federal deficit and to control 

spending as Canadians desired. They initiated cost cutting measures in the 

1994 White Paper, through fiscal restraint and other strategies, which 

eventually reduced the deficit to $22 Billion by fiscal year 1996/97. They hoped 

to eliminate the deficit in total by the fiscal year 1998/99.   

A hope of optimism filled the world. Many looked forward to an era of peace 

where the resolution of disputes amongst nations would be resolved by means 

 
Accessed: 24 March 2008, Chapter 2, Domestic Considerations 
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other than war. Canada hoped to play a lead role in this new world order. 

Regrettably the world was neither safe nor gentlemanly as Canadians would 

have supposed. Disputes were still being resolved at the point of a sword. 

Clausewitz’s dictum of “war as a continuation of political intercourse, with the 

addition of other means” still applied in many cases.23  

The Importance of GDP Scale to Stating of Vital Interest 

Still many Canadians argued that what was left on the table remained a 

substantial investment. It was indeed a significant sum. But what many 

Canadians did not realize was that the stable “Cold War” GDP funding 

paradigm of two per cent, only provided Canada with a barebones force 

sufficient to meet existing commitments and unknown contingencies. 

Canada’s strategic position as a middle power, punching above its weight, was 

severely damaged as it no longer had strategic capability that was valued by its 

Allies. Canada changed in effect, the nature of its treaty relations and vision of 

its place in the world. It was betting on its past reputation to carry some 

weight, without the weight of arms to back it up.  The large commitments to 

NATO and NORAD remained on the table although the Cold War was over. 

Canada did not withdraw from these commitments. NATO and NORAD still had 

some strategic value, but the emphasis changed from military to economic 

value. Canada was still intent of living up to its United Nation’s obligations.  

So “When is enough, enough?” That is truly a difficult question to answer. It 

really is a matter of scale which is largely dependent on current Canadian 

interests. Current Canadian interests are a measure of the public’s welfare and 

economic desires. They are seldom measured from the sole perspective of 

“vital” interests of state, bound to Canada’s sovereign interests that are 

adequately and clearly defined; rather they are often bound and directed by 

political interests of the party in power. Regardless of perspective, you must 

have a simple understanding of the scope of the requirement and its cost. 

Second you must be willing to pay the price or a price commensurate within 

 
23 Carl Von Clausewitz, On War- Chapter 8 B War is an Instrument of Policy, edited and translated by Michael 

Howard and Peter Paret, Everyman’s Library (Alfred A. Knopf – New York – Toronto, 1993, pg. 731. 
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your means. Third you must realize that what you often get is directly 

dependent on the scale and strength of your economy.  

Multi-purpose armed forces a la “Cold War” require a heavy investment. We 

need look no further than to our neighbours to the South. The United States’ 

economy dwarfs Canada’s by comparison. Yet they too face the similar 

challenges when funding defence. It’s the same problem, only on a different 

scale.  For example, the United States budgeted $22.5 billion on 

pharmaceuticals, medical supplies, and health care for military members and 

families in 2008. 24 This singular investment, was approximately $6 billion more 

than the $16.8 billion Canada budgeted on defence the same year! 25  Canada 

cannot compete nor plan for defence on such a scale. The United States 

military economy is large. Canada’s total earned revenue in 2007 was $565.8 

billion.26  In the same year the United States Congress approved $602 billion in 

military spending alone!27  The United States military spending dwarfs 

Canadian federal revenues. It is like comparing an elephant to a flea.  

Still Canada shares many of the same interests as its neighbour who expects 

that Canada will share some of the security burden. There is an expectation 

that Canada will bear its weight. But we can never expect to build a military on 

the same scale. What our military does buy is a seat at the table, in other 

words, influence at the centres of power in matters of foreign policy. This is 

where defence assures that Canadian interests and values are expressed. But 

 
24 United States of America. Department of Defense, Office of Management and Budget, Budget 2008, 

Accessed; 19 March 2008 : http://www.whitehouse.gov/omb/budget/fy2008/defense.html 

 

 
25 Canada, Treasury Board of Canada, 2008-09 Estimates, Parts I and II - The Government Expense Plan 

and The Main Estimates, pg. 1-27, Table 12 

26 United States of America, Central Intelligence Agency, World Factbook, Canada, last updated on 6 

March 2008, Accessed: 18 March 2008 

https://www.cia.gov/library/publications/the-world-factbook/print/ca.html 
27 United States of America, Department of Defense, Budget for Fiscal Year 2009, Financial 

Summary Tables, February 2008, FAD-792/2009 FEB 2008 PAGE 1, col. 5 
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had the fundamental nature of war changed? Are multi-purpose forces still 

relevant? 

The United States has many interests. They are willing to invest in military 

force to exercise strategic influence and they have the means to do so.  

Canada too has its own interests and needs. We cannot ever hope though to 

match or operate on the same scale or largesse as our American neighbours. 

We simply cannot afford it.  But Canada does need a sustainable force, 

however small. It must be seen to be credible, capable, and professional if we 

are to have influence and are to be taken seriously. We must have capabilities 

that are desired and respected by our allies and defence partners.  This means 

that we must plan our capabilities wisely in order that they serve Canada’s 

vital interests and values. The difficulty is that interests and values are subject 

to changes that have consequence for defence planning. Still in the period 

1994 to 1998 the Canadian Forces endured a high operation tempo despite the 

end of the Cold War. The flawed assumptions in the White Paper became very 

evident when Canada’s rusting airlift and sealift capacity were stressed to the 

limit in support of Canadian Force’s operations abroad. It was brought home 

time and again to Canadian embarrassment that its airlift was breaking down, 

independent sealift was non-existent, and at the time, half the Army’s assets 

were held hostage to commercial interests seeking financial re-dress from 

debtors/creditors. Moreover, Canadian Forces personnel lives were also 

placed at risk because of this inaction. 

The world was not the benign place anticipated in the 1994 White Paper. 

Operational tempo had not decreased, in fact it increased. But the White 

Paper only shifted Canada’s foreign policy emphasis towards peacekeeping 

premised on significant force reduction. 28 Canada faced increasing demands 

on many fronts in remote locations where support was becoming increasingly 

difficult. Canada no longer had the advantage of operating bases and staff in 

 
28 Canada, Minister of National Defence, The Honourable David Collenette, P.C., M.P., 1994 White Paper 

on Defence, Date Modified: 2005-11-14, http://www.forces.gc.ca/admpol/content.asp?id={489C0E24-

62F7-483B-96D9-D0FC44502C86} 

Accessed: 24 March 2008, Highlights Introduction, Para 32-33, 37, 41-45 
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situ in Europe that used to support these contingencies. Canada was free-

riding on the back of its alliance and treaty obligations. It had already 

effectively withdrawn the required forces from the field and would only 

increase its contribution or re-constitute them if deemed necessary or 

essential. But what would trigger that review? Despite the ever-growing 

commitments and increased operational tempo, National Defence was not 

able to sustain any argument for increased or stable funding from 1994 to 

1998. The government and the press were dead set against it. 

Planning Framework & GDP - Bringing Order to Chaos 

Canada required a planning framework that was adaptive to change. That 

framework was brought into being by 1994 when the “Expenditure 

Management System”, with a capability planning component was introduced. 

It effectively replaced the Program Planning and Budgeting System (PPBS) that 

was deemed ineffective. The PPBS system did not provide government with 

the true cost of its activities or provide reasonable performance measures that 

could be stated to Canadians. The “Expenditure Management System” became 

the principal means of deriving defence’s fair share of government spending. It 

was also one of the key influences on dramatic change within the defence 

establishment, along with the 1994 White Paper, as well as a Foreign Policy 

statement that effectively re-casted Canada’s role on the world stage. But still 

at the centre of it all, was the deplorable state of the Canadian economy. 

Regardless, the level of defence spending is pegged to this GDP multiplier that 

has either grown or contracted over time. The GDP multiplier is pegged on the 

strength and weakness of the Canadian economy. The stronger the economy, 

the more bang you get for a smaller multiplier. The GDP multiplier therefore is 

the effective measure of a government’s limit to its defence policy as well as to 

the extent to which it is willing to pay for this service. Canada’s defence policy 

is easily stated. Canada only invests to a level that its economy can sustain, no 

more, no less. 

Dollar wise between 1994 and 2007 there seemed to be a marked increase to 

the dollar growth in the defence budget. But this has been somewhat of a 

roller coaster ride. The defence budget did not just spike.  Defence spending 
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gradually declined from 1994 to 1998 shifting downward from $11.9 billion 

(1994) to $9.4 billion in 1998 a direct budgetary reduction of $2.5 billion. But 

the biggest impact was the value of the deferred spending ($16.5 billion) 

because the planning base became smaller and smaller by gradual reductions. 

The government acknowledged that the 1.2% GDP multiplier of 1998, a 

common measure for NATO defence spending, was the lowest level of defence 

expenditures since before World War II in the department’s 1999-2000 Report 

on Plans and Priorities.  29    But Canada’s contribution by GDP level was to 

slide lower still to 1.1% by 2002 (Table 1). 

Table 1 - GDP Income 

Fiscal Year Main 

Estimates -$M 

(DND)

 Annual 

Federal  

Revenue 

(Federal) 

 GDP Income 

based $M 

(StatsCan)

Defence as % 

Revenues

NATO -

DND 

%GDP 

Data

 1993-94              11.97 116.00         770.80                 10.3% 1.8%

 1994-95              11.55 123.30         810.40                 9.4% 1.6%

 1995-96              11.08 130.60         836.80                 8.5% 1.5%

 1996-97              10.56 135.00         882.70                 7.8% 1.3%

 1997-98               9.92 153.20         914.90                 6.5% 1.3%

 1998-99               9.38 156.50         982.40                 6.0% 1.3%
 1999-00              10.30 156.70         1,076.50              6.6% 1.3%

 2000-01              11.20 178.60         1,108.00              6.3% 1.2%

 2001-02              11.39 171.70         1,152.90              6.6% 1.2%
 2002-03              11.83 178.70         1,213.00              6.6% 1.1%

 2003-04              12.26 184.70         1,290.00              6.6% 1.2%

 2004-05              13.30 211.90         1,371.40              6.3% 1.2%

 2005-06              13.40 222.20         1,446.00              6.0% 1.2%

 2006-07              14.80 232.30         1,531.00              6.4% 1.3%

Budget - National Defence ($B)

 

When would the hemorrhage stop? The turning point seemed to be 1999-

2000.  

Despite the huge budget, defence spending has been neither constant nor 

consistent. One percent and a bit of GDP does not buy much. The defence 

budget can grow or contract over time. Again, it greatly depends on the state 

of Canada’s economy. In an economy that steadily improved and grew from 

 
29 Canada, Department of National Defence, The Honourable Art Eggleton, P.C., M.P., Minister of 

National Defence, 1999-2000 Report on Plans and Priorities, pg.6 
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1994 to 2000 on the average of five percent though, National Defence’s share 

of GDP declined from 1994 to 2003 from 1.8% to 1.1%. Even though economic 

growth was improving at an average rate of 5% per annum, defence budgets 

steadily declined from 1994 to 1999 from $11.9 billion to $9.38 billion. This 

was a direct expression of the government’s defence interest and that its 

priorities lay elsewhere (Table 1 - GDP Income). 

The GDP multiplier of the 1980s provided the Department of National Defence 

with a stable planning/funding base. National defence was able to adjust to 

the economy, shocks, and fiscal realities of the day. Planning was smooth and 

orderly. National Defence was able to compensate for booms and troughs with 

defence plans that were essentially adjusted within an expected constant 

funding base adjusted to fiscal realities. The reigning commitment to NATO 

and NORAD were a very real brake on successive government plans as the 

probability of a Cold War turning into a Hot War was very real. Budgetary 

movements in defence, upward or downward, were therefore slow and 

gradual to address Canada’s Cold War commitments. Planning assumptions 

were simplified to a “strategy of commitments”. 30   The defence planning 

regime was thus constant and stable.  

The tying of Canada’s defence budget to its NATO and NORAD Treaty 

obligations as well as to its United Nation peacekeeping commitments, greatly 

simplified defence planning and budgeting. The strategy of commitments 

essentially reduced planning to a number crunching exercise. All the elements 

were very transparent. It was simply a matter of costing Canada’s, standing 

naval, brigade or air division commitments in NATO and the force structure 

necessary to sustain those elements in addition to its peacekeeping 

commitments. The GDP multiplier was NATO’s measure of Canada’s and its 

allies’ commitment. The GDP multiplier was NATO’s hammer to increased 

defence spending amongst its treaty signatories. It was also Canada’s counter 

argument for spending restraint based on its own economic needs or situation. 

Holding true to the defence share of 2% of GDP became untenable for Canada. 

 
30 Douglas Bland, Canada’ National Defence – Volume 2 Defence Organization, Introduction to The Little/Hunter 

Study, School of Policy Studies, Queen’s University, Kingston Ontario Publisher, 1998, pg. 407 
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The 1994 White Paper became a declaration of a “Peace Dividend” for 

Canadians. The White Paper was ostensibly used as the government’s 

mechanism for fiscal reduction in defence spending so Canada could attack its 

national debt and deficit as well as for redirection of funds to other urgent 

Canadian priorities.31  The defence services program was effectively slashed by 

23 per cent between 1994 and 1998.  The defence budget stood at $11.97 

billion in 1994. It was effectively reduced to $9.38 billion by 1998. The 

Department’s planning base was thus reduced by $2.59 billion. Marginally 

decreases of $400 to $600 million annually may seem reasonable, which allow 

for departmental adjustment, but their cumulative effects over time were 

massive. It meant that Defence faced some unpleasant and hard economic 

choices. These progressive reductions in Canada’s defence spending directly 

impacted the basic components of personnel, maintenance, and capital 

budget accounts. Personnel levels were reduced to achieve cost savings. 

Additionally, capabilities were retired. Canadian Forces Europe was closed as 

redundant. The Department and the Canadian Forces were expected to live 

within their means. 32  

Canadians and Defence recognized that Canada could not afford a force 

structure that met all contingencies. Defence dollars were a precious resource, 

not an unlimited supply. Yet Defence was expected to operate within a specific 

funding ceiling to deliver all Canadian policy commitments, often at moments 

notice. This required a major re-organization. 

 A defence budget is the fiscal expression of the limit of a government’s policy 

towards the execution of those commitments on the national and world stage. 

The GDP multiplier is not only one of the effective levers of civil control over 

 
31 Canada, The Honourable David Collenette, P.C., M.P., Minister of National Defence, 1994 White Paper 

on Defence, 

: http://www.forces.gc.ca/admpol/content.asp?id={489C0E24-62F7-483B-96D9-D0FC44502C86} 

Accessed: 24 March 2008, Para 7-9,17, 21. 

 
32 Canada, Department of National Defence, The Honourable Art Eggleton, P.C., M.P., Minister of 

National Defence, 1999-2000 Report on Plans and Priorities, pg.6 

 

http://www.forces.gc.ca/admpol/content.asp?id=%7b489C0E24-62F7-483B-96D9-D0FC44502C86


35 

 

Canada’s military forces, but it is also one of the best measures of its intent to 

act as a player on that stage.  The movement to the lowest GDP multiplier 

since World War II was a signal that Canada was reducing its external security 

interests. Canada would no longer play the role to the same scale or scope. In 

effect Canada would come to rely on its reputation and image without a 

reasonable military force to back it up. Canada was no longer punching above 

its weight which greatly hindered its reputation. 
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Chapter 2 – Fiscal Constraint Forces Re-organization  

 

Canada had embarked on a new direction when a Liberal government came to 

power 25 October 1993. But their direction and the fact that the handwriting was 

on the wall for many government departments, only became clearly evident the 

fall of 1994. There was great excitement surrounding new programs concerning 

services, efficiencies, cost reductions, and savings! Canada needed to divest itself 

of heavy government overheads, a taxpayer’s burden.  

The Department of National Defence was unaware that it was on the cusp of 

tremendous change. It was about to become the prime target for inefficiencies 

and costs. Canadians wanted results and services to be delivered alternatively. 

Yes, they wanted services, but not necessarily their costs! 

The Canadian economy prospered prior to 1994, but our economy was no longer 

performing as well as it could have been. The level of federal and provincial debt 

amounted to $750 billion and the federal deficit lay at $39.7 billion (27% of the 

total federal budget). Government spending was having a dampening effect on 

growth. Canadians were heavily taxed either directly or indirectly. Canadians were 

becoming very wary of the long-term implications of fiscal policy and defence 

spending in particular. This gave the impetus for change.  

All levels of government were very aware of the deleterious impacts of debt 

management. Ways and means had to be found to reduce those costs and to 

deliver services more efficiently. This became a driver for a major review of 

government spending programs. It provided the impetus for reorganizations 

based on; alternative service delivery, private public partnerships, and 

collaboration amongst all levels of government to reduce, eliminate redundancies 

and to re-organize with an emphasis on client focused service delivery. 

This was the general global consensus. Some countries felt Canada’s pain much 

earlier. New Zealand was such a country facing bankruptcy by 1984.  It had taken 
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dramatic steps through reorganization of government to bring its economy back 

in line between 1984 and 1996. 33   

New Zealand Benchmark 

New Zealand was held  as a benchmark for change. Canada sought a new Messiah 

to solve all its renewal and fiscal problems. In the beginning, New Zealand pointed 

the way ahead to the promise land for Canada  according to an Auditor General’s 

(OAG) Report in 1994.34 Of great concern to the OAG, was the fact that Canada’s 

debt, whose spending patterns if left unchanged, would see our accumulated 

debt grow by 50% within 5 years based on then current rates of compound 

interest. 35  The ultimate fear then, was the amount of government spending 

directed toward interest payments, would eventually subsume the entire 

government’s budget in the provision of services.  

New Zealand’s situation was critical. It had undertaken reforms that transformed 

their public services through reformation in response to similar circumstances, 

only earlier. Canada’s need was so pressing that there was a strong desire not to 

re-invent the wheel, but to move forward quickly by lessons learned, and through  

best practices already applied by others. The question was finding the right 

match.  

The OAG undertook studies in Australia, Great Britain and New Zealand. All had 

similar governance structures based on the Westminster model.  All had 

undertaken some public service review to aid transformation. New Zealand was 

judged to be the best benchmark for change. The OAG came to conclude its 

recommendations for reform should be premised on: 36 

 
33Cathy Downs, Chapter Two- Reforming Defence management: Lessons from the New Zealand 

Defence Force Experience in Douglas Bland (Ed). Issues in Defence Management. School of 

Policy Studies, Queens University, Kingston, Ontario, 1998,  pg. 14 
34 John W. Holmes , Principal  and Tom Wileman, Senior Researcher, Office of the Auditor General For 

Canada, Toward Better Governance - Public Service Reform in New Zealand (1984-94) and its 

Relevance to Canada , http://www.oag-bvg.gc.ca/domino/other.nsf/html/nzbody.html, 1 January, 1994, 

accessed : 1 February 2003 

 
35 Ibid. Holmes and Wileman, 1994, pg. 52 of 72 
36 Ibid. Holmes and Wileman, 1994, pg. 54 of 72 

http://www.oag-bvg.gc.ca/domino/other.nsf/html/nzbody.html
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(1) current and long-term implications of the fiscal situation; 

(2) setting relatively precise and unambiguous performance objectives to 

facilitate better budgetary decision making and enhance accountability for 

achieving results;  

(3) improving systems and practices to have the quality of financial and non-

financial performance information on the costs and effectiveness of programs;  

(4) strengthening the capacity for examination and assessment of performance to 

desired results; and  

(5) enhancing public reporting of the costs and results of government services 

against specified objectives and standards.  

Canadian Government Reviews and Outcome 

These five conclusions became the underlying objectives in the Canadian 

government’s reformation/transformation strategy. The OAG essentially set the 

tone for change by 1994. That office was used increasingly to ensure that 

departments adhered to the government’s change agenda. This was played out in 

a very public forum to the discomfiture of many.  

The OAG had not set out a time frame for change, but it did expect that best 

practices could be easily and readily employed. The lessons were already learned, 

so it should be easy to adjust them to our circumstances. This was not necessarily 

so! These five objectives set up a wave of change in their own right.  A number of 

programs were introduced to meet these objectives by the introduction of a new: 

• expenditure management system; 

• business planning regime; 

• performance measurement regime; 

• accountability structure; and 

• human resource system 
 

These objectives were meant to get government “right”. The problem was they 

were all introduced back to back at a time when there were fewer resources to 

deal with change. One of the key pillars of public service renewal, was the 
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reduction of staff, that exacerbated the ability to maintain pace on change to the 

delight of parliamentarians, OAG, and the public who viewed this bureaucratic 

inertia as resistance to change. Much criticism was meted out. The punitive 

justice dealt by parliament was through reduced budgets, fewer dollars and 

resources, which could easily be justified then in the court of public opinion by 

citing the inaction, sloth or wastefulness of an incumbent department that was in 

their sights!  

Constraint was not just an interest in federal government circles. Other levels of 

governments had an interest in attaining efficiencies and reducing spending. 

Federal review programs began much earlier than 1994. A notable study was the 

Public Service Review (PS 2000) conducted in the late 1980s. PS 2000 was meant 

to rejuvenate government, to make it more meaningful, and to be more efficient, 

accountable and responsive to the needs of Canadians. But such initiatives and 

departmental efforts to rejuvenate proved insufficient. They did not attain the 

scope of efficiencies that were demanded by 1994.  

The PS 2000 review though did lay the foundation for the department’s own 

Defence 2000 initiative in 1992.  Its aim was organization renewal. The Defence 

2000 document provided two strategic goals: 

• delegate authority as totally as it makes sense to do so, with attendant     
accountability; and 

• make service and cost-effectiveness the driving force in the processes to 
produce the desired results. 
 

Despite the efforts, the savings did not go far enough to stem the tide of a 

declining defence budgets, exacerbated further by direction found in the 1994 

White Paper. The effort was a bottom up approach where individual units 

proposed efficiencies. They could take and re-invest the savings for their own 

needs and ends. 

That effort gave some insights as it was applied across the department. It had 

some unique ramifications. The re-constructed organization had many non-

standard units that had the potential to affect existing force structure and inter-

operability. Those efficiencies tended to serve to negate the savings as each unit 

was unique and not necessarily interchangeable.  
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The effort did not go far enough for the situation of the day. The application was a 

helter-skelter approach that truly required coordination and a top down 

approach.  

Other countries faced a similar dilemma. Many pared down military spending but 

with a different approach. Some recognized that investment was required in 

order to adjust. Australia too, was such an example. The Australian Defence Force 

and strategic requirements were similar to Canada’s situation. So too was its scale 

of military expenditure. 

Australia’s Experience 

The Australian Defence Force (ADF) rationalized their military forces on the same 

model Canada employed, in the breakdown of its capital, personnel, and 

operations and maintenance costs. They too drove these levels down, but once a 

level was achieved, Australia left their defence budget untouched. Australia 

would not allocate any more money to the ADF; but at the same time, they 

wouldn’t allocate any less. The Australian Defence Force, therefore, had a stable 

funding base, from which they transformed and allocated the components of 

capital, operations and maintenance, and personnel costs once their adjustments 

had been made. The pie was shrunk, but once shrunk, the ADF was left to its own 

devices to adjust within the components.  

Australia undertook a major review of its defence program because of the new 

security paradigm posed by the end of the Cold War. Australians also demanded a 

significant reduction of their defence spending and the ADF faced similar 

pressures for a peace dividend. It was amongst the first countries off the mark to 

re-engineer its defence services program. It was a leader and a model for others 

in alternate service delivery, business process re-engineering, and other cost 

saving measures that in the end delivered "value for money". 

The following analysis was conducted by the author in May 1999 with data from 

the Australian Defence Force budgetary website.37 The Australian Defence Force 

was at 50,000 personnel at the time. It consisted of three services apportioned to 

 
37 http://www.defence.gov.au/budget/99-00pbs.htm  

and  http://www.adobe.com/prodindex/acrobat/readstep.html 

1999-2000 Budget Defence Portfolio Budget Statements 

http://www.defence.gov.au/budget/99-00pbs.htm
http://www.adobe.com/prodindex/acrobat/readstep.html
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14,000 naval, 23,000 army and 13,000 air force personnel.38  The ADF employed 

an accrual accounting method that limits its direct comparability to the Canadian 

situation. However consideration of the size of the ADF budget is relative. 

The ADF submitted estimates to parliament that amounted to $18 billion 

(Australian) or the equivalent of $17.6 Billion (Canadian) in 1999. The ADF spent 

approximately $7 billion more, relative to what was then, Canada’s current 

defence spending.39 The ADF also priced the outcomes of Defence capability as 

$12.2 Billion or $11.9 billion Canadian.40  It is obvious from this data that the ADF 

spent more for a much smaller defence force. Regardless it had similar defence 

capability requirements to Canada. Unlike Canada, the ADF made major 

investments in capability in an unprecedented scale for its size and force 

structure. Their approved future project costs amount to total future 

commitments of approximately $24 billion for capital spending.41 Their capital 

spending was $2.7 billion for 1999-2000.42  

United States Approach 

The United States adopted a similar approach to others. They too divested 

themselves of a large component of military forces but prudently brought it down 

to a level that assured an adequate defence capability. That is not to say that 

there weren’t arguments over what force or capability was required. But all 

 
38 Australia. Government of Australia. Portfolio Budget Statements 1999 - 2000. Defence Portfolio. Budget 

Initiatives and Explanations of Appropriations 1999-2000. Budget Related Paper 1-4a. 

The Hon Neil Andrew MP, Speaker of the House of Representatives, Parliament House, CANBERRA ACT 

2600. Section 1 Portfolio Overview, pg.20 of 217. 

39  Ibid. Australia. Government of Australia. Portfolio Budget Statements 1999 - 2000. Defence Portfolio. Budget 

Initiatives and Explanations of Appropriations 1999-2000. Budget Related Paper 1-4a. Table 1.7 Total Estimated 

Defence Spending for 1999 - 2000 and the Forward Estimates, pg. 28 of 217. 

Converted using the following Bank of Canada site on 19 May 99. Future conversion may vary. 

http://www.bank-banque-canada.ca/cgi-

bin/exchtest.pl?quantity=18&for_curr1=U.S.+Dollar&convert=TO&for_curr2=Australian+Dollar&lang=english 

The rate in effect 19 May 1999 was 0.9794 
40   Ibid. Australia. Government of Australia. Portfolio Budget Statements 1999 - 2000. Defence Portfolio. Budget 

Initiatives and Explanations of Appropriations 1999-2000. Budget Related Paper 1-4a. Table 1.11: Defence 

Outcome - Translation from 1198-99 Cash outlays to the 1999-2000 Accrual Budget. Pg. 28 of 217. 
41 41  Ibid. Australia. Government of Australia. Portfolio Budget Statements 1999 - 2000. Defence Portfolio. Budget 

Initiatives and Explanations of Appropriations 1999-2000. Budget Related Paper 1-4a. Table 1.15: Top 20 Projects 

by Forecast 1999-2000 Expenditure. Pg. 40 of 217. 
42 42  Ibid. Australia. Government of Australia. Portfolio Budget Statements 1999 - 2000. Defence Portfolio. Budget 

Initiatives and Explanations of Appropriations 1999-2000. Budget Related Paper 1-4a. Table 1.14 Defence Capital 

Budget and pg. 35 of 217. 
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agreed that there was an essential minimal limit required. Canada took the 

opposite approach. The defence budget was continually reduced over four years 

with no choice but to cut through the bone and beyond. 

 The Canadian Approach 

Canadian’s generally do not have a clear understanding of what defence provides 

in the “bang for the buck”, nor do they understand the intricacies of the processes 

involved in government budgeting and spending. It was all well and fine to cut in a 

current year. But continual cuts over several years had grave ramifications for the 

Department in the outyears that eventually proved insurmountable.  

Parliament provides an appropriation to all its government departments in its 

throne speech. An appropriation is the legal limit to which a department may 

legally spend “public funds”. Getting to the “Speech from the Throne” in February 

each year is a year long process. The current process is guided by the 

“Expenditure Management System”. Treasury Board of Canada manages the 

process by releasing a budget call each March so the next year’s cycle can 

commence. This call follows immediately after the most recent throne speech. 

Government departments must then prepare and review their departmental 

business plans between March and June.  These reviews will receive some 

oversight by a preliminary submission to various House Standing Committees in 

May and June. Once this occurs, departments will update their plans with the 

committees’ critical inputs. 43 

Following this oversight, departments will then submit their preliminary plans to 

Cabinet for review in June for further consideration over the summer. The process 

after this point becomes one of refinement of each department’s business plans; 

which then receives additional cabinet review in budget consultation strategies 

due September and October.  The process is then followed by the release of 

Budget Consultation Papers in October. Further department-cabinet consultation 

occurs between October and December. This is the last chance for a final 

refinement of departmental business plans to ensure alignment with the 

 
43 Canada, Treasury Board of Canada, The Planning and Communications Directorate, The Expenditure 

Management System of the Government of Canada, ©Minister of Supply and Services Canada 1995,  pg. 

8-11 
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government’s current budgetary priorities. Cabinet does a final review in 

December and January, with the Prime Minister and Minster of Finance, making 

final decisions. The budget then becomes “official” with the Minister’s speech 

from the throne in February. 

It seems an unwieldy process.  But the key feature of the Expenditure 

Management System is to ensure balanced resource allocation that reflects a 

government’s commitments and interest, through its allocation of resources to its 

existing or proposed spending. The process is unique in that Ministers and 

Cabinet committees have an integral role with opportunities for collegial 

oversight. They can identify new spending initiatives that reflect major policy 

themes of the government that drive toward value for money on behalf of all 

Canadians. It is the means for Parliamentary oversight in the spending of public 

funds that ensures Canadian interests are served.44 

Government spending is broken down into a number of components, which can 

be broadly categorized as statutory or discretionary spending. Most government 

spending is statutory in nature. The government-in-being essentially has an 

obligation to meet these commitments first. Statutory spending has a priority 

over all other spending. Defence is discretionary.  

Defence represented roughly 10% of government spending prior to 1994. 

Consequently, defence is often the first budgetary line reduced when the 

economy contracts or when governments decide that other priorities take 

precedence. Defence therefore is a subset of a government’s fiscal policy based 

on the “political” desires of the reigning government of the day. Defence is a cash 

drain. Defence generates little revenue and as such is a significant budgetary 

expenditure.   

Government revenues on the other side of the ledger come from either taxes or 

surplus in balance of trade from which all expenditure items must be funded. It is 

a complex system which has an impact on Canadian taxpayers, for if revenues are 

in excess of expenses, everyone is happy. Once we enter the realm of expenses 

greater than revenues, deficits result. Deficits must be paid. They are paid at the 

 
44 Ibid., Canada, Treasury Board of Canada The Expenditure Management System of the 

Government of Canada, pg. 3 
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expense of the taxpayer by potentially an increased tax burden, reduction of 

public services, or both. 

Unfortunately the scope of change was massive. The timelines required to 

implement change were unrealistic. Parliamentarians bought holus bolus the 

concept of benchmarking and best practices. They placed undue trust in these 

practices that change would be an easy and quick fix. It was not. Change was 

difficult when conducted on tight schedules. It was made more difficult for want 

of staff and the government’s desire to shed itself of that staff. It created a 

dynamic tension within the public service. Why would the staff want to effect 

change when they were not necessarily seen as a part of the solution, but truly, a 

greater part of the problem?   

Second, the priorities were not fairly stated. Everything had to be dealt with 

simultaneously. What was the government’s prime priority? That question was 

never adequately addressed. What had to be done first to get things right? It was 

never adequately stated in a comprehensive management plan. In fact, each of 

the five objectives had their own plans and timelines. There was an expectation of 

the residual staff to deal with every assignment while re-organizing or 

downsizing. It became very difficult to assign a task. Staff were either departing or 

were reluctant to start any project or task. Many did not know from one day to 

the next, if they would have a job.   

By 1999 staff morale was at an all time low while stress levels were at an all time 

high.45  Staff became very skeptical of management; particularly, when it 

concerned their value. There was a lesson here that went unheeded. You do not 

tell staff that they are valued, when they see co-workers dropped-kicked out the 

door as excess baggage and overhead. It sent a mixed message. 

Doing more with less often meant overtime, or carrying two or more jobs, 

without adequate compensation or reward. Job security was buttressed by fear. 

Management threatened to expunge jobs through out-sourcing and contracting 

 

45 James Cudmore, Soldiers believe war capabilities suffering: survey: 77% of those polled believe combat 

resources are insufficient, National Post , National edition, Section A6 , 22 November 1999,  In a 1999 

survey Cudmore cites “ Only 40% of all polled would agree that morale in the Canadian Forces was 

"good.” 
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out if the staff failed to perform, and even when they did, the worse happened 

anyway. It meant that the remaining staff was kept in check because of reprisal 

and fear of losing one’s position and security. Change and program renewal took 

a terrible toll. 

A five-year wage freeze did not inspire loyalty but only exacerbated the 

management - labour divide immensely from 1994 to 1999. National Defence was 

a case in point of the scope of the public service challenge. It was stressful! It was 

a “decade of darkness” that would severely stretch the Canadian Forces and 

damage its image, in coming adjustments, in which it was ill prepared to deal with 

or accept. 

The Common Element to all Renewal Programs Post 1994 

National defence received its marching orders through the White Paper of 1994.  

The government demanded a 23% budgetary decline, which was the impetus for 

change, in the management and re-organization of Canada’s defence program. 

The Defence Services Program was reduced from 10% to six percent of total 

government spending in very real terms from 1993 to 1996. There was a collateral 

reduction of the percentage of Gross Domestic Product devoted to defence 

spending that saw a decline from 1.9% to 1.2%  over that time.   

The end result was real negative growth in the Defence Service Program. The 

government also demanded a 30% reduction in real defence spending. It deferred 

capital procurement to the tune of $15 billion but over an extended 15 year 

period. The message was clear, there was to be no new money for defence. Then 

the department decided it would also achieve a stretch target of a 50% reduction 

within the headquarters beyond that. The stretch for the headquarters eventually 

became a benchmark for change within the department. This was to have a 

deleterious effect. The pie had shrunk! There were insufficient funds to go 

around. With it too, insufficient staff left to deal with the change agenda! 

What really counted though was the amount of Gross Domestic Product (GDP) 

devoted to defence. Working toward a 2% model of the 1980s provided the 

department with sufficient room to deal with commitments of new capital 

procurement. It was also in a better position to absorb increased operations and 

maintenance costs, as well as the growth of personnel costs due to operational 
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tempo or pay increases. But it was always a fine balance getting the proportions 

right. The shift downward in 1994 left the department in a difficult position to 

address these. But of greater significance was the benchmark of  2% of GDP. That 

benchmark was used by our Allies in judging Canada’s commitment toward its 

mutual defence obligations. It was no more.46 Two percent of GDP was regarded 

as the minimal defence spending target that NATO considered in regarding a 

country’s viability to meeting its defence obligations, as well as a measure of 

military relevance and value. Canada was to go well below that mark.  

The descent of GDP to levels below 2% indicated Canada’s unwillingness to 

maintaining near parity to other NATO Allies. It sent two clear signals. The first 

was that Canada no longer considered mutual defence obligations to be relevant 

or a priority in the Post Cold War era. The second was that Canada no longer 

considered military force to be a relevant diplomatic chip when assaying seats at 

the tables of power.   

Canada was intent on re-shaping the world through methods and means of 

diplomacy based on its reputation as a peacemaker and adherence to soft-power 

in the projection of Canadian values. Sadly, others had a different view of the 

world. If you no longer had the means to carry out your intent, you were no 

longer considered relevant. The military was displaced by the humanitarian 

factor. Laudable though it may be, the fact remains that the military was reduced 

to such low capacity that it became incapable of supporting a growing 

humanitarian program.  

Reduced defence budgets were in part an attempt to render the Canadian Forces 

to a simple gendarmerie, effectively a police force sufficient only  to meet 

Canada’s basic sovereignty needs and the humanitarian program that was about 

to be launched by the government of the day.  

National Defence was left in a quandary given its limited and shrinking resources. 

Its options were limited. Manpower levels were reduced, capital stock 

mothballed/eliminated, fleets reduced or deleted, capital procurement programs 

deferred, cancelled, or terminated. This could not have happened at a worse 
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time. The Canadian Forces was expected to transform itself to meet the 

government’s new agenda but was not left with the means to do so. 

The reduction in the size of the defence budget did not just occur in 1994. 

Measures were already being taken prior to that point in anticipation of the end 

of the cold war. 

Most western nations began to reduce their defence spending by the early 1990s.  

Canada began its own reductions through a series of successive defence reviews 

commencing September 1991. The government concluded that traditional 

defence commitments would continue. Regardless, it started the ball rolling and a 

process for change began, by making announcements for the closure of the two 

Canadian Force bases in Germany and in a lowering of overall personnel ceilings 

from 84,000 to 76,500.  The theme of the day was economic prudence and fiscal 

constraint.  

By 1992, additional defence cuts of $2.2 billion were also ordered, again over a 

five-year period with a newly revised force ceiling of 75000 personnel to be in 

place by 1995-96. The closure of the European bases was advanced by one year. 

But the end was not in sight for further reductions.   

Renewal Outcomes Pre/Post 1994 

A comprehensive defence policy review was ordered in 1993 by the prime 

minister. The outcome was once again a further reduction in defence spending of 

$7 billion to be spread gradually over 5 years. Of interest to note, this budgetary 

reduction was to be largely achieved through reductions in personnel costs. New 

regular force ceilings were once again revised downward from 75,000 to 66,700 

by 1998. This ceiling was significant as the Special Joint Committee on Defence in 

reviewing the requirement determined that this represented “the minimum 

capability for the CF to play a meaningful role at home and abroad.”47 
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The 66,700 force ceiling was a significant number. The Special Joint Committee on 

Defence was correct in its assessment on minimal capability. It was a case of 

brinksmanship. It was an attempt to set a firm level of minimal military capability 

if Canada was to remain relevant on the world stage and to sustain its seat at the 

table. It was an important number. It was also a perceived level whether Canada 

would have some say in coalition command and decisions.  

The Special Joint Committee on Defence was hedging its bets. The Committee 

hoped that the government would leave a little more to retain some relevance on 

the world stage, while reducing force structure to a more palatable level for 

domestic consumption. At the same time it was attempting to retain some 

capacity for unknown contingencies. The White paper of 1994 removed this 

buffer. The regular force level was to be reduced to 60000 personnel with a 

reserve force level of 23000 by 1999.48  The government was running a risk that 

this minimal manpower level was sufficient for meeting Canada’s defence and 

sovereignty needs.  

A sixty thousand figure is a relevant benchmark to consider. It is a minimal 

effective military manning ceiling.  It reflects the level for minimal viability where 

relevant military powers would take notice of.  It represents the basic level of an 

independent military structure, where defence can sustain or reconstitute itself to 

meet a bare minimum of activity involving peacekeeping and crisis-management. 

It is the minimal relevant structure that provides a government or alliance with 

some hope of foreign policy clout. 49   

Establishing a minimal manpower level is complex. The stated number is not 

necessarily an effective number. Drawing down to 60,000 really meant that 

Canada was left with 53,000 effective soldiers, sailors, and airmen that were 
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readily available for operations. The residual number was the non-effective 

strength representing an administrative tail of members in training, support, 

release or on medical holding lists.  Drawing down to this level did not allow for 

replenishment and force sustainment within the recruitment cycle.  

The average release rate for the Canadian Forces prior to 1994 was approximately 

7000 personnel per year. The release pool was largely retirement, medical- 

administrative release and voluntarily releases. This cycle basically was the input 

cycle for the Canadian Forces recruitment needs. Manpower levels were 

essentially fixed by the funds and positions available. The forces could not 

necessarily hire unless a position and funds became available. Manpower levels 

could only be expanded by the devolution of additional funds and/or by the 

creation of new positions. This was rarely done as defence budgets were largely 

fixed. This was the effective lever of control on the size of the military. Parliament 

was obliged to vote and authorize new spending each fiscal year. Therefore the 

Canadian Forces cannot expand at will. Essentially the release rate provided 

stability for the planned recruitment rate for the Canadian Forces up until 1994. 

The 1994 White Paper changed the paradigm.  

Cutting the GDP multiplier from 1.9% to 1.2% between 1993 and 1998 resulted in 

actual budgets of $11.9 billion and $9.4 billion respectively.50  A large chunk of 

change was taken out of the Defence Service Program that left little flexibility. 

Manpower represented a significant piece of the pie. Canada’s manpower costs 

were high as it adopted a “forces-in-being” vice a conscription model. It was 

premised on voluntary service that was more expensive to remunerate than 

conscripts. The department had to contend with the impacts of inflation, the 

increased cost of operations and maintenance on rusting out of capital assets, 

and the demand for increased pay rates for cost of living adjustments for its 

members within the diminished defence budget. At the same time, inflationary 

pressure was real.  
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The government was in a state of denial concerning “inflation”. It was considered 

non-existent because it was perceived to be at the lowest level in years. But 

marginal inflationary increases do impact military spending just as it did the 

average Canadian. We tend to forget that we live at the margins. Inflation had a 

cumulative impact over time by impacting the ability to pay for goods and 

services because of increased costs.  

Faced with shrinking defence budgets that had essentially been capped, the 

department had some hard choices in slicing the budget wisely across the basic 

elements of capital, operations and maintenance, and personnel costs. In the end 

all were reduced but not without some angst.  

The situation became so critical that by 1999, the department was considering 

further personnel reductions for re-investment elsewhere. Everything was on the 

chopping block but the personnel costs were the highest priority. Consideration 

was given to reducing troop levels to 49,000. 51   

Others forecasted a deeper cut to around 45,000. No matter the final level the 

one undeniable fact was the Canadian Forces would be breeching the minimal 

60,000 level, the minimum that met its peacekeeping and crisis management 

obligations. The Canadian Forces was in tatters by constant personnel decline. It 

was effectively reduced to a level of a police force. 

Manpower adjustment was only one side of the equation but it was the side of 

the equation that led towards the critical path of reduced capability. It forced a 

review of the capital and equipment requirements that were necessary for the 

remaining forces. The manpower levels in being prior to 1994 served to fill the 

billets for manning the planes, ships, tanks, units required and in being,  for 

Canada’s NATO and other military commitments.  

Shifting personnel levels downward meant that the manpower was not there to 

man the equipment. The budgetary reductions exacerbated the forces ability for 

operations and resulted in reduction of flying hours, time at sea, training that 
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made equipment and facilities superfluous to requirements. All elements suffered 

accordingly. The Canadian Forces had to reduce its fighter forces and support by 

25 percent. The savings were achieved by retiring the CF5 fleet of 45 aircraft in 

1995. The cost of fighter-related overhead was reduced by limiting annual 

authorized flying rates and cutting the number of operational CF 18 aircraft. The 

CF 18 fleet  was reduced from 78 to 48 aircraft.  It wasn’t enough by far.  The 

following aircraft were also eliminated from Canadian Forces inventory:  

• 19 CP121 Tracker medium range patrol aircraft in 1990; 

• 7 CC109 Cosmopolitan transport aircraft in 1994; 

• 2 CT142 Dash 8 passenger aircraft in 2000; 

• 6 CC144E Challengers in 2002; and 

• 38 CT133 electronic warfare training and support aircraft in 2002. 
 

The Air Force then had to rationalize its remaining fleets to achieve the remaining 

savings. One hundred CH146 Griffons were purchased between 1991 and 1998 to 

replace a helicopter fleet of 63 CH136 Kiowas,  44 CH135 Twin Huey’s,  9 CH118 

Iroquois and 7 CH147 Chinook. A single airframe was adopted but a significant 

capability was lost that would be needed by Canada later. 52  The  seven CH147 

Chinooks were sold to the Netherlands. That decision would come back to haunt 

Canada later in Afghanistan.53 

The navy regular force ceiling was reduced from 17,400 to 9,000.  It lost capacity 

in a number of vital areas; notably underway replenishment (ships reduced from 

three to two). Manpower shortages caused necessary reductions in manning of, 

destroyers (reduced from four to three), coastal  defence vessels (reduced from 

12 to six ), and research vessels (reduced from three to two). The Navy’s mine 

counter measures capability was significantly reduced as well. There were also 

significant challenges with maritime aircraft. Sea King operations became limited 

because of age and performance. Operational maritime patrol aircraft were 

reduced from 21 to 18. The airframe reduction was further exacerbated by 

reduced operational flying hours.  
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Diminished budgets seriously jeopardized security because it meant patrolling 

Canadian coast lines and projecting Canadian sovereignty went undone.  The 

manpower shortage became so critical that the navy was unable to deploy two 

full Task Groups that were required, one for each coast. In the end, the navy was 

only capable of keeping one ship on each coast on short notice standby.54 

The army saw its regular force ceiling reduced from 35,800 to 20,900 while the 

primary reserve was reduced from 24,000 to 20,000. The consequent result was 

that the army had to reduce each arm by one subunit. A manpower gap of 20% 

shortfall flowed through all unit establishments.  

The army had to forgo modern armoured combat and direct fire support vehicles. 

There were no plans to upgrade artillery support. The infantry was left with 

insufficient armoured infantry vehicles to outfit all infantry units. It was left with 

worn out trucks to do the job. Crucial to the army was its air support. The heavy 

lift helicopters were divested earlier. Now the medium lift support was to go.55 

A Spent Force and the RMA 

The Canadian Forces was perceived as a non-effective military force.56  Many 

defence critics who cited Canada’s decline, were spuriously criticized as 

exaggerating the situation. 57  But the reality was, Canada had effectively lost 

relevance and its seat at the table by 1999. 58  Canada’s international position 

during the NATO campaign in Kosovo is instructive. 
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This war required some close coordination with NATO allies. Daily conference 

calls were held with the foreign ministers of the United States, Britain, France, 

Germany and Italy in order to provide guidance to NATO's supreme allied 

commander during the Kosovo war. Canada was excluded from this group 

although it had assets on the ground. Canadian officials ignored the snub. But this 

exclusion made it clear; Canada presence in great councils of power was no longer 

wanted or respected by top world leaders. The major reason may have been the 

state of Canada's military. 59 

But Canada was not alone though in pursuing economic efficiencies and defence 

re-organization in response to poor economic conditions. During the period, allied 

spending devoted to NATO also declined as measured by GDP. It was necessary. 

But where Canada diverged was the extent to which it allowed this decline with 

out thought to the consequences to its international reputation, or to the extent 

its sovereignty was now placed at risk. 

The world was ready for change and demanded relief from extraordinary military 

spending. The decade average of percentage GDP devoted to NATO declined from 

4.9% in the 1980s to 3.2% for the 1990s. A considerable sum was withdrawn as a 

peace dividend. This provided a major impetus for renewal within the defence 

community. It prompted the “Revolution in Military Affairs (RMA)”.  The hope and 

promise was in restructuring world military forces around precision engagement, 

information management with fewer forces to effect dominance and control. 

Canada was betting that technology would offset its manpower requirements.60  
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But while the world was re-investing in new systems or technologies with the 

hope of savings over the long-term, this was not to be the case in Canada. There 

was no seed money left within the budget to evolve or develop a Canadian RMA. 

Every cent was needed to manage existing stocks. The department had to 

transform in order that it remain relevant to its Allies, but how? 

The sop played was that Canada would transform its capabilities to satisfy a 

market niche that its Allies required. Canada would become the best of the best 

in that niche and insert that capability when required or asked. But this was all 

window dressing. There was no money to transform. No niche was selected in 

which to perform. It was evident by 1999 that the senior staff came to realize that 

it had many holes to fill in the existing structure. Considering an RMA and 

transformation was demanding. These elements would stretch the department’s 

already strained resources if pursued!  

The problem facing defence was insufficient budgetary leeway to adjust. There 

was a constant push downward as dollars were virtually taken out of the 

program.  

The problem for Canadian defence planning was that the United States was 

leading change through a “Revolution of Military Affairs (RMA)”.  The RMA was 

becoming the key concept on restructuring United States defence forces in light 

of declining resources. The United States expected that its key allies needed to 

come to terms with it if they were to remain relevant to the United States in the 

post Cold War era. 61 A simple model then was needed to segregate and simplify 

the Canadian resource issues. But this was not to be. The department faced 

pressures on two fronts, remaining relevant to Canadian government policy; and 

the need for change demanded by its allies for common defence.  

Implementing the White Paper 1994 became problematic for the department’s 

senior leaders. On the one hand there was a need for change that was being 

driven by Canada’s major allies premised on the “Revolution of Military Affairs”. 

On the other hand they were driven by a significant policy change foisted on them 
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by the government of the day. The government presumed that a new era had 

dawned. It was perceived that there was no longer a need for conventional 

forces.  

The Defence White paper  of 1994 was crafted from a Special Joint Committee 

(SJC) report of the Senate and House of Commons delivered in the prior year. It 

was an attempt to put forward a policy program based on Canadian public 

consensus. Basically all the committee's recommendations were adopted in the 

White Paper of 1994. Its aim was to re-build the armed forces around Canadian 

values and Canada’s vital interests. However the SJC did not specify what these 

were. Moreover, it did not provide the investment or means necessary to conduct 

the needed transformation. The department was expected to attain this goal by 

reorganizing and through internal efficiencies. At the end of the day the aim of it 

all was to design combat capability within limited resources.62    

A full review of defence spending and savings was then directed across the 

department. As a consequence, headquarters were closed, command positions 

eliminated, bases reduced or closed, and procurement policies changed.   This 

resulted in cancellation or deferral of many projects as the money was no longer 

there. All projects had to be reviewed to ascertain their relevance and role in the 

new evolving paradigm. Tensions were high across the forces and in the 

headquarters in particular.63  

Resistance to change was futile. Waiting out for a change of government was no 

longer an option. Those who chose to follow that path did so at their own peril. 

Change was being forced by two factors. First was the dramatic reduction in 

defence spending between 1994 and 1998 (see chapter 1). The government was 

not to come to the rescue of DND at the end of each fiscal year with major cash 

inflows or new budgetary funding in the following fiscal year. The government’s 

intent to reduce was real. The new messages delivered to the department were 

two fold; live within your means and, adapt to the new funding paradigm.  

It was the second factor that was the more important signal though. It was the 

elimination of a $500 million baseline built into the department’s budget that was 
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significant. This baseline was the seed money necessary for planning, contingency 

operations, and building military capability. To some observers it was “the straw 

that broke the camel’s back.”64  

The baseline was the flexibility required to meet the unknown’s that occur each 

year. The unknowns faced by the Canadian Forces are found in the parliamentary 

demands for CF operations that can arise from humanitarian operations, natural 

disasters, and United Nation’s or Treaty obligations, at a moment’s notice. What 

the government of the day was announcing to the Canadian Forces and 

Department was,  it was prepared to run the risk that these would be met within 

the spending authority limits of the defence budget.  

This was the reality faced by our senior leaders. It placed them on the horns of a 

dilemma. How do you deliver the government’s desire while maintaining 

relevance to your Allies who are undertaking the RMA transformation? Moreover, 

which transformation was relevant, the government’s or the RMA? The two were 

not necessarily compatible, and were in fact, mutually exclusive as, new money 

was needed for one effort, not the other.  

The RMA was initially premised on precision engagement, reduced force 

structure, focused logistics, and communications. It was a new way of strategizing 

warfare on reduced resources by dominating the enemy’s centre of gravity. It was 

largely premised on reduced defence spending but there was a minimal 

investment required to effect this transformation that should have been 

acknowledged. In the end the RMA preserved a core military capability that could 

be re-constituted and expanded should the need arise in the future. It was a 

hedge against the unknown. 

Some of the elements appealed to the Canadian government particularly 

transformation and reduced spending. But beyond that the Canadian government 

was not really prepared to invest in the RMA. It was merely paying lip service to 

the concept. Unlike Australia who reduced their forces to a muster level of 53000 

military personnel in 1994-95, Canada did not acknowledge the need for a long-

term investment of $24 billion of future capital spending to achieve that 
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transformation where man was to be replaced by systems and machines. 65 

Canada’s answer to the RMA was in fact quite the opposite. The White Paper 

1994 cut planned procurement by $15 billion and over a 15 year period. 66  

The government had no desire to adapt to the RMA transformation other than 

utilizing the sound bites that were the window dressing in the court of world 

opinion.  Canada could state that it had intentions towards an RMA 

transformation. It could explain away its deferrals by the economic circumstances 

of the day. But it could not explain deferral over the long-term unless it clearly 

intended to reduce the Canadian military to a shadow of its former self. The tooth 

was taken out of the tiger. The Canadian Forces were no longer relevant to 

Canadian foreign policy. 

If this was not the case, one would assume that intentions would be followed by 

reasonable actions if they were to have meaning. A 15 year capital deferral and 

declining defence budgets sent a clear signal to Canada’s Allies. The Emperor had 

no clothes. Canada may have had good intentions but it was neither willing nor 

able to act. Canada was no longer punching above its weight. Canada was coming 

to rely on the umbrella of its Allies for its security needs. Canada was an obvious 

free-rider because it had no intent of investing toward the minimal defence 

spending level of 2% of GDP. Canada could be criticized for unequal burden 

sharing. It was relying on the defence efforts of its allies for its security.67 Some 

called this in the new lexicon of the day, “partnership”.  

“Partnership” became the “mots de jours” in the new realm especially under the 

guise of alternate service delivery, restructuring, benchmarking and efficiency. 

But then there are partners, and then there are unequal partners. True partners 

share decisions, burdens and profit equally, unequal partners not so. An unequal 
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partner does not have the same share of burden or influence. A major partner can 

incur a higher degree of risk or sacrifice relative to the unequal member. But the 

unequal member brings other assets/things to the table that may redress 

imbalances.  

Reputation is an intangible asset that is important in business. A name has value. 

Investment and burden sharing are behind the name of implied value. In NATO’s 

case striving toward a minimal 2% GDP multiplier for investment spending was 

the key indicator of value. Canada’s unwillingness to invest to this level over a 

long-term was the key signal that Canada was forfeiting its seat at the table. It 

basically set the tone for international relations especially with the United States 

for the next 10 years.  

In the meantime, those of us in the headquarters were about to be set upon a 

path of beating our heads against the wall trying to make do and achieve the 

impossible. It was probably no different in the field, only the nature of our work 

was based on the outcomes of rapid decisions in which results were rapidly 

demanded.  

Management, Command and Control Re-engineering Team  

The department stood up a “Management, Command and Control Re-engineering 

Team (MCCRT)” to review the situation and make recommendations for the way 

ahead. The MMCRT worked for 18 months from 1995 to 1997. 68  The core team 

reported to the Vice Chief of Defence Staff. But it was the Defence Management 

Committee (DMC) that provided oversight as part of the overall MCCRT Steering 

Committee structure that ensured conceptual consistency.69   

MCCRT was largely a work in progress. The 1994 White Paper made the situation 

so critical, that a true paradigm shift was required. This not only applied to 

defence but all government departments as well. All were expected to deliver 
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their mandates efficiently with less. The government’s effective hammer was in 

significantly reduced budgets given to Departments. Defence’s budget was 

reduced so dramatically from 1994 to 1998 that it required a major restructuring. 

The department was forced to embark on a series of renewal efforts.  A number 

of public service reviews and actions had already taken place in order to achieve 

efficiencies and savings, but these efforts were only considered merely shaving 

the ice cube.  

The government wanted drastic reduction. The impacts of the end of the Cold 

War were not anticipated in extent. But defence had taken some significant 

actions leading up to this point. It retired several fleets and undertook a force 

reduction program prior to 1994. These efforts were designed to reduce costs and 

arrive at a barebones organization to serve Canada well in the post-Cold War. But 

the mandate of the MCCRT in 1994 was to go further than this. Some say that it 

was going to go through the bone!  

MCCRT may have been an agent of change by providing a top down approach and 

oversight in the department’s management of its renewal effort. The fact is that it 

was not a simple top down approach. MCCRT was pre-dated by the efforts of Base 

DeleGAAT. The efficiency efforts of DeleGAAT and other venues posed serious 

challenges for MCCRT. The prior effort was largely a bottom up review.  

The problem facing MCCRT in the aftermath of Base DeleGAAT was that its 

efficiencies and savings had already been taken and reinvested elsewhere. The 

resources had either been cashed in or were converted. The air force was a case 

in point. Their cut was already a work in progress by the time the 1994 White 

paper came into being. The Air force had recently re-organized itself around the 

wing concept largely in response to the manpower cuts made prior to 1994 and 

the rationalization of its fleet.  

Everything was once again upon the table with MCCRT who once again began 

reviewing and rationalizing all processes. The problem was that once the 

resources were cashed in they could not logically be on the table. Second, the 

resources were not necessarily owned by central systems. In fact, these resources 

now belonged to base and station commanders whose establishments and assets 

were now based on the concept of centralized command and decentralized 

control, a Cold War oriented structure. Changes were very difficult, but the 



60 

 

declining budget crunch forced another review, because there were no other 

options.    

A new review, D2000, opened the doors for changes in the delivery of defence 

services by other means.  It provided the impetus for restructuring and 

administering defence around its core capabilities. It greatly influenced a need for 

the reorganization of the defence establishment. It drove the defence program 

review. If a component of the defence services program did not support the core 

activity of combat capability, it was to be divested. The net result of this effort 

was to downsize the defence establishment to reduce overheads that would then 

be available for re-investment.  

The problem was that unlike Base DeleGAAT, the government never left the 

savings with in the defence budget, so the establishment could re-organize and 

re-structure effectively. This could not have happened at a worse time as defence 

was facing asset rust out; notably in helicopters, vehicles, and ships. The savings 

were not left in the defence budget. The Canadian approach was diametrically 

opposite to the  Australian approach who had the similar challenges in size of 

defence force, budget, and rust out issues as Canada. 70   

Australia also reduced the size of its defence program that resulted in similar 

reductions of manpower and close out of strategic systems /platforms, but 

Australia chose to leave any internal savings to the Australian Defence Force 

within its defence force budget. Australia was able to transform and re-invest in 

its strategic capabilities. Canada could not. Defence was left withering on the 

vine. Every budget reduction exacerbated its situation. Canada now faced growing 

demand for operations and maintenance money to keep its rusting materiel 

functional with little money, will or investment to do so. 

Departmental planning thus came to be based on two agenda, sustain and 

change. Needless to say the sustain agenda ate the bulk of the budget pie. For 

DND, the pressures of change were derived principally from declining defence 

budgets and force reductions since 1994. The Defence budget was reduced by 

 
70  Ibid. Australia. Government of Australia. Portfolio Budget Statements 1999 – 2000. 
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$2.7 billion or 23 per cent. The Regular Force fell from 75,000 to 60,000, a drop of 

20 per cent. Likewise, the civilian workforce was reduced from 32,500 to 20,000.71  

These events had an impact. They stimulated change resulting in the 

rationalization of the Defence Services Program toward downsizing, out-sourcing, 

privatization, and alternate services delivery. Substantial savings were supposed 

to be realized from these efforts but the results were somewhat mixed72. The 

savings were never realized in the quantities necessary to fund Canada’s RMA. 

DND/CF was left with a continuing cash flow problem resulting in ongoing cash 

crunches.  

The cash crunches were also exacerbated by additional demands and pressures 

stemming from the pursuit of concurrent revolutions in military and business 

affairs.  Change was also driven by the implementation of government of Canada 

IM/IT strategies73.  These other initiatives had considerable impacts for the 

redirection of DND's capital program. 

A redirection to capital was acknowledged with the promulgation of a DND 

Strategy 2020 as a focus. DND intended to earmark 23 per cent of its defence 

program toward the modernization of equipment. Strategy 2020 therefore 

focused DND's attention forward. In effect, it provided National Defence with the 

 
71 Speaking Notes for General Maurice Baril, Chief of the Defence Staff. Toronto Board of Trade. 

Toronto, Ontario. October 25, 1999 
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72 The ASD review of the military pays services is an example of the issues and benchmark results of comparing 

other pay services. A detailed analysis was presented in a number of service papers prepared by Maj. GD Madigan , 

2 Nov 98 for DAPPP 5 titled: " BENCHMARKING THE LESSONS LEARNED FROM US DOD FINANCE 

INITIATIVES": and 

 

Prepared by Maj. GD Madigan, 30 Dec 98 for, DAPPP and DAPPP 5 titled "THE CANADIAN FORCES MILITARY 

PAY SYSTEM - PAST, PRESENT, AND FUTURE." 

 
73 Ibid. Maj. GD Madigan, 30 Dec 98. "THE CANADIAN FORCES MILITARY PAY SYSTEM - PAST, PRESENT, 

AND FUTURE." and, 

 

Treasury Board of Canada Secretariat. Strategic Directions for Information management and Information 

Technology: Enabling 21st Century Service to Canadians 
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means of tracking two agendas at once; one focused on current activities and the 

other, focused on change74.  

It was assumed that in the foreseeable future change investment could be dealt 

with within the levels of the current DSP. The Government of Canada did not 

announce any intention to any substantive increase in the defence budget. 

Therefore, DND assumed fixed funding levels for the foreseeable future. This 

begged the question "where in the current defence budget did DND intend to 

derive the monies that were necessary to fund a 23% capital investment 

strategy?" 

By 1999 though, the wheels on the bus came tumbling off. No matter what the 

Department or the Canadian Forces did, it was never enough. It came time for a 

hard reassessment of the facts. The CDS took matters in hand in the fall of 1999, 

and ordered a senior management “Issues Seminar" to determine the true 

impacts of the budgetary declined and options open to the Canadian Forces.75   

  

 
74 Speaking Notes for General Maurice Baril, Chief of the Defence Staff. Toronto Board of Trade. Toronto, Ontario. 

October 25, 1999. 

 
75 National Defence. 1999. CHIEF OF DEFENCE STAFF.1999 ISSUES SEMINAR.FORCE 
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Chapter 3 The CDS 1999 Issues Seminar 

 
Chief of Defence Staff, General Maurice Baril, was deeply concerned with the 
state of his mandate in 1999. He sponsored an "Issues Seminar" to deal with what 
were in his estimation, significant fiscal hurdles to the operability and very 
existence of the Canadian Armed Forces (CAF) as a fighting force.76  The object  of 
that "Issues" seminar, was to develop an affordable force structure for the CAF to 
2012. 77  

 

The CDS Issues Seminar posited that Canada’s defence budget was capped. The 

seminar employed a model, whereby the defence budget was only to be 

augmented for annual increases for inflation from a start date of FY 1999/00 

through to FY 2011/12. The beginning DSP budget line was then established at 

$10.5B. Applying the expected inflationary increases over the period, the 

expected incremental budgets over the planning cycle yielded an ending DSP of 

$12.2B by FY 2011/12.  

 

The desired force structure was based on the requirements and capabilities set 

out in the 1994 Defence White Paper and Strategy 2020. The CDS essentially fixed 

the budget line for this exercise, except for those minor increments for inflation. 

This model he presented to seminar participants, who were then told to 

anticipate some capital budget declines from FY 2000/01 to FY2011/12, from 15% 

to 12.1% of the Defence Services Program (DSP).  

 
76 National Defence. 1999. CHIEF OF DEFENCE STAFF.1999 ISSUES SEMINAR.FORCE 

STRUCTURE EXERCISE. 

 

http://vcds.dwan.dnd.ca/vcds/dgsp/cosstrat/cdsissues/2000/StrForce_e.asp#ex 

 
77 National Defence. 1999. CHIEF OF DEFENCE STAFF.1999 ISSUES SEMINAR.FORCE 

STRUCTURE EXERCISE. 

 

http://vcds.dwan.dnd.ca/vcds/dgsp/cosstrat/cdsissues/2000/StrForce_e.asp#ex 

 http://www.vcds.forces.gc.ca/pubs/a-z_index/intro_e.asp#C 

Accessed: 6 May 2008 

http://vcds.dwan.dnd.ca/vcds/dgsp/cosstrat/cdsissues/2000/StrForce_e.asp#ex
http://vcds.dwan.dnd.ca/vcds/dgsp/cosstrat/cdsissues/2000/StrForce_e.asp#ex
http://www.vcds.forces.gc.ca/pubs/a-z_index/intro_e.asp#C


64 

 

The exercise eventually proved where the source of required offsets was 

expected and were to be absorbed from. The exercise also held certain the 

financial structure of various operational centers stable. The operations of land, 

sea, and air force were to be spared from any consideration in this exercise. The 

changes and expected savings for re-investment  were to come from and were to 

be absorbed largely within the headquarters and non-operational structure at 

NDHQ and elsewhere.  

Expectations 

An overall anticipated Defence budget reduction was expected in the amount of 

$2.7 billion or 23 per cent. The Regular Force would fall from 75,000 to 60,000, a 

drop of 20 per cent. Its civilian workforce likewise would be reduced from 32,500 

to 20,000. 78 These events had impacts that stimulated change, resulting in the 

rationalization of the Defence Services Program through downsizing, out-

sourcing, privatization, and alternate services delivery.  

Substantial savings were expected from these efforts, but the results to 1999 

were somewhat mixed. The savings never realized in the quantities desired. 

Consequently, DND/CF  was left with a cash flow problem, that resulted in 

continuing cash crunches. The cash crunches were exacerbated by additional 

demands and pressures stemming from the pursuit of concurrent revolutions in 

military and business affairs.  Change was also driven by implementation of 

government of Canada IM/IT strategies.  These had considerable impacts through 

the redirection of DND's capital program, that saw investments in information 

technology (IT), rather than in combat capability. 

A necessary redirection to capital was previously acknowledged through the 

promulgation of DND's Strategy 2020 as its focus. DND intended to earmark 23 

per cent of its defence program toward the modernization of equipment. Strategy 

2020 therefore focused DND's attention forward. In effect, it provided National 

 
78 Speaking Notes for General Maurice Baril, Chief of the Defence Staff. Toronto Board of Trade. 
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Defence with a means of tracking two agendas at once; one that was focused on 

current activities and the other, focused on change.79  

Results 

The results of the issues seminar were not made public through the media; 

however, a public copy of the exercise parameters was posted on the 

Department’s website. It was a simple exercise from there, that was open for 

anyone with the initiative to analyze and then, interpolate some inferences based 

on the information and findings available therein. Such analysis provided some 

insight to their actual deliberations and, the poor and drastic state of affairs 

presented by constant budgetary declines of the defence budget. It was not a 

pretty sight.  

The simple model attempted to identify resources required for supporting a Force 

Structure for capital reinvestment within Strategy 2020. A capital target was set at 

23% of the DSP. This capital budget target was further segregated in two parts. 

The first was for Military Capital Equipment.  

The CDS desired that target investment be largely devoted to Military Capital 

Equipment. He desired that roughly 78% of the expected redirection effort (18% 

of the 23% capital redirection) would be devoted to it.80   

Secondly, and presumably the remainder was available for ongoing capital 

replacement and change in other areas (Appendix B to Chapter 3). 

The results of the exercise were telling. An analysis of Annex B (see Table 1) to the 

CDS Issues Seminar suggests that the defence budget was capped. The budget 

model was only augmented for annual increases for inflation from a start date of 

FY1999/00 through to FY2011/12. The beginning DSP budget line was $10.5B. The 

incremental increases over the planning cycle yielded an ending DSP of $12.2B in 

FY2011/12. Supply and demand of funds essentially was held constant for the 

purposes of the syndicate review. Consequently, the only economic factors of 

 
79 Speaking Notes for General Maurice Baril, Chief of the Defence Staff. Toronto Board of Trade. Toronto, Ontario. 

October 25, 1999. 
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production available for offsets were that of labour vs. capital (Appendix B to 

Chapter 3 - Table 1). 

The force structure planned to 2010 was held constant after the planned 

reductions to FY 2004/05 had been achieved. The level of 43831 operational 

personnel appeared to be prescribed. It was assumed that the person year (PY) 

figures for NDHQ and other HQ staff were imbedded elsewhere in the model 

under other L1's for which no PY data was provided. This was indicative that, the 

required offsets would come from the financial tail of various headquarters, while 

sparing the core combat components of land, sea, and air from any further 

consideration or reduction.  

The percentage of the DSP available for capital investment was observed to be 

constant at greater than 14% from FY1999/00 to FY 2005/06, but then 

commenced a decline to end slightly above 12% in the final year of the model's 

planning cycle. It was concluded that the desired target investment level of 23% 

of DSP for capital would never be achieved within the realm of the existing 

capped defence budget. Therefore, a capital funding gap existed that ranged from 

8% to 11% over the planning cycle.  

Impacts 

The impacts of this gap were felt more in the out-years rather than the in-years of 

the planning cycle. The out-years marked the rust out point for several major 

combat systems such as the CF-18. This meant that the pace of investment was 

outstripped by competing demands for operations and maintenance (O&M).  

Monies were also likely required for increased maintenance costs, which 

sustained operational capability of ageing combat systems. This in turn applied 

increasing pressure on the defence budget. DND was forced to wiggle every 

possible savings from the existing capped allocation. 

The "Issues" scenario implied that there was continued short-term pressure to 

reduce local operating budgets to support the investment strategy stated by the 

CDS. 81  This was a continuing driver for outsourcing non-core departmental 

 
81 Speaking Notes for General Maurice Baril, Chief of the Defence Staff. Toronto Board of Trade. Toronto, Ontario. 

October 25, 1999 
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activities that were not operationally focused. However, this strategy ignored the 

law of diminishing returns. If pursued to the extreme, this law tends to shift the 

cost equation to a point where marginal costs can exceed the marginal revenues 

of the ongoing efforts. 

This strategy also forced necessary decisions on trade off. Regrettably the model 

presented only two factors of production available for trade off, labour and 

capital. If the capital investment strategy was held to 23%, then DND had no 

choice but to reduce its labour bill to pay capital in which a ceiling was fixed. 

Further this model ignored the demand for on-going O&M requirements.  

A trade off between capital and the other factors of production; such as the 

operations and maintenance budget (O&M) was, realistically not in the offing. 

O&M was tied increasingly to the rejuvenation and sustainment of moribund 

combat systems, that ate available funds and only exacerbated the cash crunch. 

The capital line was targeted at 23% of DSP. A diminishment of the capital budget 

line was observed over the course of the planning cycle, but the target of 23% 

was never achieved. Without a reduction of capability or change in the factors of 

production; money and resources had to be dedicated toward support ageing 

combat systems. 

Competition for scarce resources was culturally embedded, not only amongst the 

environments, but also between the environments and higher headquarters. This 

led to further organizational dislocation and poor morale that ultimately can lead 

to diminishment of combat capability. In the end, there was an inclination to 

protecting rice bowls rather than relying on the synergies or efficiencies of the 

group.  

The "Issues" seminar suggested that a funding shortfall in the defence budget 

existed, of somewhere between $986M (8%) to $1,352M (11%). This shortfall had 

to be made up from somewhere to bridge the gap between the difference of the 

current saving and to the desired capital target of 23% of DSP. Based on the 

premise that there were only two economic factors available for consideration, 

the department was limited to trading off labour for capital.  

Based on the average full cost of a corporal (Cpl) used as a benchmark for this 

analysis, it  equated to required personnel reductions of approximately between 
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15K (8%) to 20K (11%). Such was the approximate size of the personnel reduction 

that was a necessity and requirement, if the capital acquisition target was to be 

achieved82. The result was an expected further reduction of force size over the 

long-term from then current level of 60K to somewhere between 40K to 45K. This 

was only an approximation. But this does highlight, even speculatively,  what 

drastic measures were considered if the CAF were to survive. 

Indications 

This analysis gave a clear indication of the options then available to the 

Department that were considered if there was no increase to the budget ceiling.  

In the short term further efforts to attain savings would move forward, but  in the 

long term, some hard decisions on trade-off of the economic factors of 

production within DND were foreseen.  

The meat of the analysis was the consequences of continued fiscal pressure to the 

force structure. There was a continuum of possibilities of new personnel levels; 

ranging from its current 60K force level to a mid-range of 44K, and finally to an 

extreme of 24 - 28K personnel.  

The objectives of the 1994 Defence White Paper were untenable over the long 

term if the course laid out by D2020 was pursued in extent. It meant that 

eventually the Department was bankrupt. Politically at this point in time, it 

signaled Canada's withdrawal as a player and significant middle world power. 

Surprisingly Canada’s senior staff were not alone in its conclusions. Similar work 

was conducted independently elsewhere for other purposes. Three scenarios 

were posed by others based on a simplistic model of the status quo, then 

compared to a high capitalization and a moderate program. The variables of the 

analysis were kept simple to a consideration of the department’s capital to labour 

 
82 The rank of Cpl was selected as it represents the largest labour pool within the CF. the analysis is a rough order of 

magnitude estimate. The data was obtained from the 1999-2000 Cost Factors Manual. The data was extrapolated on 

a full cost basis.  
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ratio based on the budget assumptions of the 1994 White paper that were 

projected out to the year 2015.83 

All scenarios required a personnel reduction to achieve an increase in the 

percentage of defence spending devoted to capital. The status quo scenario 

assumed an unchanged personnel level of 60,000. Leaving the program 

unchanged under a $10 billion defence budget compensated for inflation, yielded 

percentage spending of personnel: operations & maintenance: capital in the 

percentages of 49% to 32% to 19% of DSP by 2011.84 

The moderate program basically aligned the Department to the CDS Issues 

seminar’s findings. Personnel ceilings would initially drop to 50,500 by 2011 with 

a forecasted increase to 55,000 by 2015.  This would boost capital spending to 

28% of defence spending by 2011 the desired spending target of Defence 2020.  

The study was prescient that to achieve capital spending targets, the department 

would have to cut personnel levels further.85  The moderate program yielded 

percentage spending of personnel: operations & maintenance: capital in the 

percentages of 45% to 31% to 24% by 2011. 

The capital high program saw a decline in personnel from 60,000 to a new 

equilibrium of 40,000. The decline in personnel costs shifted financial resources to 

fund the capital program. The distribution of the defence budget yielded 

percentage spending of personnel: operations & maintenance: capital ratio in the 

percentages of 33% to 32% to 35% by 2015.86 

But this analysis assumed a defence budget of $10B, compensated for inflation. 

There was little hope of that happening in 1998 as the defence budget declined 

between 1994 to 1998 from $11.9B to $9.4B. There was no compensation for 

inflation. In fact, the department’s situation was made worse by two factors, 

inflation and on-going operations imposed by the government.  

DND had a mix of goods and services whose inflationary rates were not 

necessarily comparable to a civilian basket of goods and services. A relatively 
 

83 John M. Treddenick, Chapter 4 Distributing the Defence Budget – Choosing Between Capital and Manpower, in 

Douglas L. Bland (ed), Issues in Defence Management,  School of Policy Studies,  Queen’s University Kingston, 

Ontario, 1998, pg. 75-79 
84 Ibid Treddenick,, 1998 pg.76-77 
85 Ibid Treddenick,, 1998 pg. 77 
86 Ibid Treddenick,, 1998 pg. 76 
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small difference between the two baskets had a negative effect on DND’s relative 

purchasing power.87  

Second ongoing operations hampered DND’s transformation considerably. The 

department was expected to fund the government’s demand for new operations 

within its existing defence budget.  DND experienced ongoing budgetary 

pressures amounting between $150 to $250 million annually for ongoing 

operations. These costs may have been offset by UN re-imbursement but these 

amounted no more than between $50 to $100 million. DND did not received any 

additional incremental funding from government in the fiscal years between 1993 

to 1999.88 These costs were absorbed within the department. This made the 

department’s efficiency efforts a “nil sum” game as any efficiencies were used to 

pay off debt, and were never applied to capital nor were they available for the 

necessary RMA transformation.  

Rearranging the Deck Chairs on the Titanic 

Senior managers were left scrambling trying to attain the savings. This was 

conducted through the business planning process and moving money quickly 

from areas of program slippage to areas of need. There was never adequate 

funding for all that was on the plate. It was akin to moving the deck chairs on the 

Titanic while the ship was sinking. This became very evident by 1999.  

The Defence Issues seminar was a view of the drastic actions that were 

considered necessary to save and transform defence. The moderate view was not 

sufficient given the economic paradigm facing the Department to 1999. It really 

would take drastic measures that meant not only driving personnel costs down 

from 60,000 to 40,000, but what was truly required was beyond the expected 

bottom line. The extreme view placed that level at between 24,000 to 28,000 

personnel.  

DND and the Canadian Forces were certainly not viewed as an employer of 

choice. There were few opportunities to be found in a department who basically 

 
87 Major Richard A. Groves (Retired) and Lieutenant-Colonel Ross Fetterly, An Imperfect Storm: Air Force 

Operations & Maintenance Costs Trends, The Canadian Air Force Journal, Spring 2008, pg. 19.    
88 Ibid. Groves and Fetterly, 2008, pg. 22 Figure 7- International Operations Incremental Cost and Funding Trend 
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saw its government, sounding its death knell. The Department was no longer 

relevant nor wanted by its citizens and was left to wither, neglected, on the vine. 

Engaging Public Opinion 

This analysis was not far off the mark. General Maurice Baril informed the 

Commons Defence Committee in November 1999 that the Canadian Forces had 

reached the limits of its resources. If the federal government did not increase 

military spending, the Canadian Forces would have to consider reducing troops, 

ships, aircraft, etc. Nothing was safe as the Forces' searched for cost savings. 

Everything was on the chopping block. 89 

General Maurice Baril basically prepped the way ahead for these conclusions in a 

speech to the Toronto Board of Trade in October 1999. He stated:90 

“The nineties have been a time of great change for the Canadian military. In 

the past five years alone, DND and the Canadian Forces have had to adjust 

to deep cuts in funding and size, not to mention a major restructuring and 

the largest reform initiative ever undertaken in a federal institution. 

Consider the significance of the following events. Most of them have 

occurred since 1994: 

- The Defence budget has been reduced by $2.7 billion or 23 per 
cent.  

- The Regular Force has fallen from 75,000 to 60,000 -- a drop of 
20 per cent. To give you a sense of how select a group that now 
is, you could comfortably seat Canada's entire military -- army, 
navy and air force -- in the Skydome.  

- Our civilian workforce has been reduced too -- from 32,500 to 
20,000.  

 
89 Mike Blanchfield, Troop reduction a real option, general warns chief warns: Limits reached: MPs 

near-united in demands for budget increase, National Post, National, News, A3 (Source Ottawa Citizen), 

26 November 1999 

 
90 Canada, National Defence, General Maurice Baril, Chief of the Defence Staff, 

Speaking Notes- Toronto Board of Trade, Toronto, Ontario, October 25, 1999 
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- As part of our restructuring, we've closed several bases, 
facilities and headquarters.  

- We've implemented hundreds of internal reforms stemming 
from five separate reports and inquiries.  

- Finally, the climate in which we operate has changed drastically 
too. Over the past 10 years, the number and the pace of 
operations has greatly increased. To give you an idea by how 
much, compare the record of the post-war period -- from 1948 
to 1989 -- to the past decade. During the Cold War era, the 
Canadian Forces deployed on 25 operations. But since 1989, our 
Forces have deployed sixty-five times. 

 

Now, imagine for a moment if Defence were a business -- and you were its 

CEO.  

- With income down by almost 25 per cent, what would you do to 
maintain cash flow?  

- With limited opportunities to invest in new plant and 
equipment, would you reduce or even abandon some product 
lines?  

- What sacrifices would you make to free up the resources to 
invest in critical strategic alliances?” 

 

These were all hard questions. But General Baril did not see any substantive relief 

in his tenure are CDS. He like many of us soldiered on as best we could, and as 

one pundit with the headquarters put it, “We’re simply moving the deck chairs 

while the Titanic sinks” in the vain hope of coordinating what was left on the 

table, and making it all go! It all boiled down to defence economics and getting it 

right. 

 

 

  



73 

 

Chapter 4 Defence Economy 

“Guns Vs Butter” equals “Defence Re-Organization” 

 

Sandler and Hartley hit the nail on the head on that point in their book “The 

Economics of Defence”.  For any defence organization, “To understand the nature 

of defence economics, one must first know the nature of economics. Economics is 

the study of the efficient allocation of scarce resources among alternative uses or 

ends.”91 Economics whether defence or other wise is all about the efficient 

allocation of scarce resources. But seldom is that process or its consequent 

allocations ever efficient.  

There is a constant battle of amongst many attempting to satisfy the multiple, 

and often, competing demands regarding resource allocations. The same holds 

true for the economics of defence as for any other economic specialty.  But the 

“who” around those decisions is truly the key to understanding the issues around 

Canadian defence economics and policy.  The “who” around those decisions 

focuses our attention toward the decision tree; the one centred on National 

Defence Headquarters, and possibly, other actors at play. But it is in Ottawa, and 

the government in general,  where the very nature of defence decisions brings 

together Canada’s political leaders, senior military officers, and civil servants in 

making and implementing key decisions. So, the questions of “who gets what; or 

more importantly, who decides what” have important consequences for Canadian 

defence policy. 92 

There are numerous actors involved in the decision tree. The problem is that the 

actors in the Canadian paradigm seldom act in tandem, with consensus, or total 

unanimity. They may have a common focus toward attaining some ends of 

economy and efficiency, but the ends are often premised from differing 

benchmarks,  and often focused towards points of varying agenda. The 

penultimate authority though,  is our political leadership who guides his party’s 

 
91 Todd Sandler & Keith Hartley. The Economics of Defense – Cambridge surveys of Economic Literature, 

Cambridge University Press, 1995, pg. 3. 

 
92 Douglas L. Bland, Canada’s National Defence – Volume 2 Defence Organization, School of Policy Studies, 

Queen’s University, Kingston, Ontario, 1998, pg. xiii. 
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will through his ministers. These ministers ultimately play a role in determining 

and controlling the size and investment in defence through the amounts given in 

the national budget, that is ultimately devoted towards defence. Some would say 

“the defence budget has to be the essential measure of defence policy. In fact, 

the defence budget is defence policy.”93 The defence budget defines the fiscal 

limits of Canada’s spending authority and by extension its will to implement  

Canada’s defence and security on the world stage. It is therefore, a direct 

measure of Canada’s participation in global and civil affairs. 

We can legitimately criticize the actors for inherent inefficiency in defence 

allocation, the process, and squabbling in doing so; but truly there are other 

factors at play. It truly comes down to what taxpayers’ desire or deem acceptable 

at the end of the day. For example, Canada elected a Liberal government in part, 

4 November 1993,  on the premise that the economy was faltering and defence 

was too expensive.94  The liberals promised cancellation of the EH101 Maritime 

Helicopter Project as it was deemed too expensive and that it served no useful 

purpose in the post-Cold War era.  

The Liberals promised if elected, they would cancel the contract immediately.  

They were elected, and it was cancelled but at the same time by this simple act, 

defence was also cast as irrelevant, an inefficient agency in the developing Liberal 

foreign policy program for the Post-Cold War era.  The department virtually 

became a target overnight. The department’s future was re-cast by re-

organization as a means of  significantly reducing the defence budget and for 

economy (see Chapter 2). 

Rightsizing 

National Defence was not the only target. There were others but defence 

represented about 10% of the government’s deemed discretionary spending at 

 
93 John M Treddenick, The Defence Budget, in David B. Dewitt and David Leyton-Brown, Canada’s International 

Security Policy, Prentice hall Canada Inc., Scarborough, Ontario, 1995, pg. 413 
94 Lieutenant-Colonel Michael Rostek, A Framework for Fundamental Change? The Management 

Command and Control re-engineering Initiative, Canadian Military Journal, Vol. 5, No 4, Winter 2004–

2005, pg. 3 of 12, Source: http://www.journal.dnd.ca/engraph/Vol5/no4/10-management_e.asp 
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the time. The public service was deemed excessively large and inefficient as well. 

Given the economics of the day the Liberals embarked on a rigorous downsizing 

and rightsizing of government through large scale privatization of public agencies 

and departments, outsourcing and contracting out. It wished to greatly reduce 

the cost of government.  

In the end, military members in step with their public servant and RCMP 

colleagues, were pilloried and harangued as inefficient beasts of burden and an 

undue cost to the taxpayer. For all the good years of faithful service, these public 

and civil servants of Canada, were rewarded with a five year pay freeze. It got 

worse;  many were jackbooted out the door as the government downsized. But 

they felt equal pain with their private sector counterparts who were facing the 

same dilemma.  This was likely due to an excess of public spending, debt and 

deficit spending both in the private and public sector,  and an increase level of 

taxation that was burdensome in the years leading up to 1993.  

Government, no matter the political stripe, would  eventually have no choice but 

to get their fiscal house in order, and the current fear, is that this pattern  will be 

much the same case for Canadians in the years following 2019. Governments and 

political leadership, it seems are overly optimistic that  “Budgets will balance 

themselves,” and that deficits have no consequences for taxpayers or the 

Canadian economy.95 Regrettably, they do. 

But in 1993, government and private enterprise were forced to sort out the 

economy because of these issues, and they did so ruthlessly, without regard to 

any humanity in the process whatsoever. Employees weren’t human; they were 

cogs, were easily disposed of, and in the end, were easily abused. But it was easy 

to slash government spending ruthlessly. It was politically accepted by Canadians 

as a necessary expedient. After all it was the taxpayer who voted in the 

government of the day and gave it its legitimacy. Ruthlessness subverted a sense 

of fair play.  

Power politics and bureaucracy are noted for a certain ruthlessness and coldness, 

but by the end of the day, all the players had a sense of the rules of the game. The 

problem required an entire paradigm change and shift. Power was shifting in 

 
95 Liberal Candidate and eventual Prime Minister Justin Trudeau, public statements, October 2015 to 2019 
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government and National Defence in particular.  Senior military advice no longer 

held any currency with Canada’s political leadership. 

“Policy and strategy are derived from ideas and manifested as choices or sets of 

decisions joining ends to means.”96 That is the job of politicians and bureaucrats 

to make these decisions.  Defence is somewhat more complicated as the 

bureaucrats are divided into two camps, military and civilian.  A natural tension 

exists between the two because of differing aims and agenda.  

The military advisor’s aim is guided to military efficiency while his civilian 

counterpart for economic efficiency. The two are not necessarily compatible nor 

on the same page, as their aims are necessarily divergent. One of the components 

of economic efficiency in Canada is the requirement that government policy 

supports its spending in social or industrial programs.  

Defence spending therefore is never simply an easy matter of buying off the shelf. 

In fact, there are set laws and directions and policies that ensure maximum 

allowances are made for defence spending in Canada for the benefit of 

Canadians. These necessarily add to the cost of defence procurement and 

complicate the decision-making process. 

Therefore, there is a natural tension between the two groups who strive for 

efficiency but whose aims satisfy different policy agenda. A balance had been 

achieved in this natural tension before 1994, but the Liberal victory upset the 

balance. Their electoral victory essentially dusted the military establishment akin 

to a victim in a “Dirty Harry” movie. A stick and carrot approach no longer 

worked, neither did waiting out a change of government.  

Waiting out the  government was truly a misplaced strategy. There was to be a 

wholesale sell off of the military establishment forced by a dramatic reduction in 

defence spending. The whole program was suspect as it was largely perceived to 

be premised on a Cold War planning paradigm. The Defence Services Program 

was sold as a large cash cow that was no longer relevant. Defence was positioned 

as a problem child whose services were paid on the backs of long-suffering 

Canadian taxpayers. 

 
96 Bland,1998, pg. xiii 
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Benchmarking on hope 

But the stage was set long before the Liberals took power and made significant 

changes by 1994. The Canadian economy was in decline with  national debt 

reaching stratospheric proportions. Mechanisms of governments and business 

sought redress in a new economic order, that forced reorganization and re-

engineering, to survive and prosper in what was soon to become a globalized 

economy.  

Whole sectors of the economy were downsizing to survive. Re-engineering was 

“de rigueur”. The cost of the national debt was on the verge of subsuming the 

entire economy. It had to be dealt with. The Liberals took this as a “cause 

celebre” and used it to their advantage. 

Others also felt Canada’s pain. It had global impacts that were felt by many 

governments both large and small. Relief was sought whose demand drove many 

to look for instant solutions. There was a crush for new management advice and 

government practices. This demand spawned a whole new industry and 

consultancy in the  application of lessons learned and benchmarking.  

New consultancy and management theories were based on the premise that, 

“why should one re-learn the wheel when business or governments of similar size 

and scope had already investigated and invested in winning management 

practices?” Surely these could be easily applied to one’s current position?  

It was assumed that the nature of government and peer industries were similar. 

Therefore, it was concluded, what was successfully utilized by one,  should also be 

equally successful, and be applied by another. This premise might work and 

applied in industry, but that premise was not necessarily true for governments. 

New Zealand was held up as a point man and peer for Canada. The Canadian 

Government had been looking for lessons learned there prior to 1993.97 New 

Zealand’s economy was in dire straits. New Zealand had to dramatically re-

 
97 Canada, Auditor General of Canada , John W. Holmes, Principal  and Tom Wileman,  Senior 

Researcher, Toward Better Governance - Public Service Reform in New Zealand (1984-94) and its 

Relevance to Canada, 1994,  accessed 25 April 2008 http://www.oag-

bvg.gc.ca/domino/other.nsf/html/nzbody.html, 72 pages 

 

http://www.oag-bvg.gc.ca/domino/other.nsf/html/nzbody.html
http://www.oag-bvg.gc.ca/domino/other.nsf/html/nzbody.html


78 

 

organize its economy as it essentially hit rock bottom. That government took 

strides to develop tools to set its economy back on track. It required a massive 

change that involved both public and private sectors of its economy. By 1984 New 

Zealand faced huge trade deficits, overwhelming debt levels, poor debt-equity 

ratios, and inflation, a similar situation facing Canada by 1994.98 

New Zealand set down a path of drastic reform as it had no other viable 

alternatives but to do so. New Zealand’s process was marked by four powerful 

drivers; economic stress, past failed government responses, new political 

leadership, and new ideas. New Zealand’s reform was effectively launched and 

pursued as there were no other alternatives or courses of action open.99 

New Zealand commenced its reform by privatization of many state-controlled 

activities. In order to do so, the government passed the “State Owned Enterprise 

(SOE) Act in 1986. The SOE Act of 1986 brought a fundamental change  and laid 

the proper foundation that allowed many government agencies to be on the 

same footing as private enterprise.  

SOE agencies were expected to pay taxes and dividends. They became profit 

oriented. Moreover, managers were given the authority to control and manage 

inputs. These changes caused the essential paradigm shift in management 

culture, that became the basis of New Zealand’s transformation, resulting in 

clearer accountabilities and definite performance measurement of results.100 

These enterprises generated $13 billion in revenues from 1988 to 1993 from 

which  New Zealand was able to retire a large amount of its national debt. That 

resulted in an overall reduction of debt servicing charges by 32%.101 

New Zealand also transformed its public service through the enactment of new 

legislation. Management was provided with the freedom of action to bust 

bureaucracy that stultified management practices. There were three key pieces of 

legislation passed in order to do so; the State Sector, the Public Finance, and 

 
98 Cathy Downes, New Zealand Defence Force Experience, in Douglas L. Bland, Issues in Defence Management, 

School of Policy Studies, Queen’s University, Kingston, Ontario, 1998, pg. 14 
99 Downes, 1998, pg. 15. 
100 Downes, 1998, pg. 17. 
101 Downes, 1998, pg. 18. 
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Reserve Banks Acts. The State Sector Act changed the nature and culture of the 

public service.  

The public service virtually ceased to exist. Each government department was 

made its own separate operating entity whose head became a CEO. Each CEO was 

vested with the authority for inputs, decisions, appointments, business structure 

and organization, operating systems and so on. New Zealand’s public service 

model now became organized about private sector practices.102 

The Public Finance Act introduced new financial systems that radically changed 

accountability rules, that provided transparency in financial performance of these 

new operating agencies. Departments moved from cash to an accrual accounting 

basis. Moreover, they were only given one year to make the transition and 

change.  

The object of New Zealand’s game was to place these new operating agencies on 

the same financial standard as their private sector peers. These fundamental 

changes allowed the new operating agencies to manage their own finances and 

personnel requirements. Capital assets were depreciated, and the new agencies 

were expected to manage and replace assets within this new accountability 

structure. 103 

New Zealand’s efforts were laudatory, but they were not without cost, 

particularly a social cost. There were consequences of these actions. When the 

new agencies were created and commercialized, there was no large diverse base 

of industry available to absorb a redundant work force.  

Services in isolated areas were reduced as their small size were not commercially 

viable. Unemployment rose to 12% at first but eventually stabilized at 6-7% by the 

late 1990s.104 But what New Zealand did do was act and act quickly. Once button 

holed with no other options available, they made significant changes and 

implemented these within a relatively short time after the new Labour 

government took power in 1984.105  

 
102 Downes, 1998, pg. 20. 
103 Downes, 1998, pg. 20. 
104 Downes, 1998, pg. 18. 
105 Downes, 1998, pg. 15. 
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New Zealand passed the State-Owned Enterprise (SOE) Act in 1986 that led to 

significant change in the provision of public services. They followed on with the 

State Sector Act in 1988 and followed up with the Public Finance and Reserve 

Bank Acts in 1989.106 Their foundation for change was set in four years. These 

were the key elements that Canada had to follow, if it wished to successfully 

benchmark and employ the New Zealand case experience to its own set of 

problems. 

Canada followed suit but not to the degree and extent required  

Canada began to emulate the New Zealand experience but not to the same extent 

or degree. The Canadian Liberal Government undertook a Program Review (1994-

95) following its rise to power in 1993 that was equivalent to re-

organizing/transforming Canada’s Public Service.  

Change was to be dynamic, but it was at the same time slow and measured. For 

example, the prime minister only designated Treasury Board in 1997 as the 

Government of Canada’s management board. It only released a management 

framework in the year 2000 in “Results for Canadians”, which contained the 

designated management framework for the government of Canada.  The 

Canadian experience was slow paced compared to New Zealand’s efforts, that 

often took three years rather than the benchmark of one year to accomplish an 

action.107   

The government went on to clarify Treasury Board’s role yet again three years 

later when on 12 December 2003 “the Prime Minister announced that Treasury 

Board will focus its efforts on managing money – ensuring that value is received 

and overseeing the financial management functions in departments and 

agencies.”108   

This was rather confusing. The Prime minister had already designated Treasury 

Board with that responsibility for establishing the management framework. Why 

the additional clarification three years later? It seemed only logical that the 

 
106 Downes, 1998, pg. 19. 
107 Canada, Office of the Auditor General, Report of The Auditor General of Canada to the House of Commons, 

Chapter 7 Managing Government – A Study of the Role of Treasury Board and its Secretariat, March 2004, para 

7.83, pg. 21. 
108 Canada, Office of the Auditor General, March 2004, para 7.11. pg. 4 (18 of 36) 
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management of value for money would follow, if one already had responsibility 

for the entire management framework.  Obviously, that was not necessarily the 

case and matters were unresolved that had to be sorted out which took time. This 

may have been indicative that New Zealand’s case only had limited value, validity, 

and application when applied in the Canadian context.  

The Department of National Defence conducted a of its renewal efforts to serve 

as a benchmark for the results of the effort. KPMG was engaged to conduct this 

review,  who then surveyed the department in a series of 77 separate interviews 

with capacity check review DND's most senior staff.109  

DND's capacity check review’s purpose in part was to conduct a department-wide 

self-assessment of comptrollership capacity amongst many of the department’s 

modernization activities. The comptrollership review was done through an open-

end questionnaire that attempted to self-assess six attributes necessary for 

modern comptrollership: 

a. Comptrollership, Leadership, and Commitment; 
b. Business Planning and Risk Management; 
c. Comptrollership Capabilities; 
d. Control Systems; 
e. Performance Management; and 
f. Accountability Management.  
 

The cadre represented a broad range of executive interests and responsibilities, 

from (Col/EX1 to LGen/ADM).110 The general findings of this review were broadly 

sketched as very positive.  

 
109 Canada, National Defence, KPMG Consulting – Department of National Defence – ASD Capacity Check 

Assessment, Final Report, May 16, 2001, Source: http://www.vcds.forces.gc.ca/dgsc/asd/files/AppendixA_e.ppt 

Accessed 11 September 2008 

 
110 Canada, National Defence, Discussion Paper, Major G.D. Madigan, DMG Compt 2-3, An Analysis 

KPMG Capacity Check Review Comptrollership Modernization - Canada And New Zealand, 1 Sep 99  

 

This discussion paper was a preliminary analysis of the observations of the author who was an observer 

in the conduct of these reviews. The opinions of the survey participants were conducted in an open 

http://www.vcds.forces.gc.ca/dgsc/asd/files/AppendixA_e.ppt
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The executive/senior military cadre's responses tended to suggest that the 

commitment, knowledge and desire were very real and solid towards attaining 

the objectives of the modernization of Comptrollership. Although great efforts 

were made within DND, many felt that management systems were not yet fully 

mature, and still under continuing development, so to attain the total aim of 

modernization at some point in the future. This result was not unexpected. TB 

stated that it understood that the evolution and the modernization of 

comptrollership was an iterative and a long-term process. 111  

Despite the general favorable consensus, there were some inherent problems 

identified by the cadre particularly with accountability. It was generally felt that 

the immature state of the evolving systems was a significant hindrance to defining 

and ascribing accountability. Some problems were noted with FMAS (the 

department’s electronic book keeping system) and the utility of information 

stemming from this management tool. Some users felt that the management 

tools and accrual accounting did not provide other perspectives necessary for 

informed decision making.  

Modern comptrollership tools were too narrowly focused and only provided a 

general financial perspective. They neither had the flexibility nor rigor to meet the 

demands of other managerial functions, nor needs of analysis, particularly in the 

realms of realty and asset management.  

Some also felt that the Department had proceeded too quickly without first 

having the appropriate processes, structures, and tools in place. New Zealand 

effectively made those changes to its management system, within a year of a 

decision being made, and adopted the new practices unlike Canada. 112  

 
forum and were non-attributable. They preliminary analysis represented a consensus of the senior 

management views at the time. 

 
111 Don Dickson, "Implementation of Modern Comptrollership--First Steps" in FMI Journal Fall 1998, Vol. 10, 

No. 1. Quote: "We are looking at modernization as a long-term goal … 7-10 years for the whole of government." 

 
112 Ibid. Downs, pg. 20.  "Under the Public Finance Act, new financial management systems were introduced to 

change radically the standards and transparency of financial performance…. Departments were given just over a 

year to transit from cash accounting to accrual accounting methods, including assets registers and balance sheets." 
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Canada introduced a new Expenditure Management System (EMS). But unlike 

New Zealand, EMS was introduced over a long term without any substantive 

change to its legislative base.  

Significantly and unlike New Zealand, Canada did not provide any revision or 

issuance of an amended or new Financial Administrative Act for the use of its 

managers.  Canada did not take any substantive legal steps to amend the 

legislative base, that was the necessary requirement for a change of this 

magnitude. It wished to benefit in kind from the New Zealand benchmark, but the 

Canadian effort was doomed to fail on a fundamental level. The rules of law 

remained unchanged. 

This tends to suggest that not all the parameters existed to the same extent or 

degree required based on New Zealand’s experience. The move to progress 

Canada’s renewal effort forward would likewise be hindered and limited.  

The four drivers of the New Zealand experience necessarily for benchmark change 

were neither fully applied nor properly existed in the Canadian context. It also 

suggests that the traditional options to effect economy and efficiency had yet to 

be fully exhausted for Canada. Consequently, the New Zealand experience was 

not totally appropriate, applicable, nor transferable to the Canadian situation or 

context without the underlying legislative changes and commitment to do so! 

Canada in Context to New Zealand 

This conclusion is borne out by certain facts of the New Zealand experience 

compared to the findings of the KPMG Capacity Check review.113 The following 

selected New Zealand management concepts suggest the magnitude of the gap 

 
113 Canada, National Defence, Major GD Madigan, New Zealand Public Service Renewal Review 2001, 4 

December 2001 

This was a follow up analysis conducted by the author in September 1999. Additional information 

presented on the New Zealand experience. The conclusions and opinions expressed in this document 

are those of the author. They do not reflect the official position of the Canadian Forces or the 

Department of National Defence.  
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between New Zealand’s management practices and those observed for the 

Canadian experience:114 

 

New Zealand Management Concept Canadian Capacity Check 

Observation 

Managers must have the freedom to 

act, to run their organizations free of 

ex ante control by outsiders 

(managerial discretion) 

Not observed, in fact identified as a 

problem area 

Policy advice and service delivery 

should be separated 

Conjoined in the Canadian 

experience. Seems that many 

organizations are mandated to do 

both 

Centralized controls should be 

removed from public sector service 

managers, while making them 

directly accountable for 

performance of their organizations 

Centralized control evident, heavily 

regulated. 

Financial management systems 

should focus on purchase of relevant 

goods and services(outputs) rather 

than control of inputs 

Modest gains being made in this 

area, a long way to go 

Departments must use full resource 

cost budgeting and accounting 

systems (accrual rather than cash 

management) 

Ongoing  

Department heads are chief 

executive officers and employing 

authorities in their own right 

Treasury Board function. It is 

unlikely that this will be devolved. 

 
114 Ibid. Downs, pg. 19 Figure 1: Concepts of Management for Public Sector Departments 
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Relationship with ministers is 

managed through annual 

departmental purchase agreements 

and CEO performance agreements 

Embryonic. But the business 

planning management process aids 

to achieving this end. 

 

A quick comparison between New Zealand's management concepts and the 

Canadian Capacity check observations suggests the extent of the gap between 

Canadian expectations and its ability to deliver based on the New Zealand model. 

Surely if New Zealand could make a significant change across all government 

departments over the course of a year, Canada could have done likewise?  

Canada had been  on the renewal bandwagon that began in earnest 1994. It had 

other programs prior to that point (e.g. PS 2000 and D2000), yet no appreciable 

change occurred. Change could not occur unless Canada also took the dramatic 

steps taken by New Zealand.  

These steps required that fundamental change to legislation had to be done in 

real time. This bears out the observations made by some managers who observed 

that the Department proceeded too quickly without first having the appropriate 

processes, structures, and tools in place to attain the objects of the 

modernization /renewal aim. 

A little history 

Progress was minimal as change occurred within the paradigm that existed since 

the Glassco Commission of the late 1960's.  The government may have had a 

vision for change but like all visionaries, it did not take the real steps necessary for 

change. It was far easier to dream than do. 

However political promises were made that had to be kept and therefore a 

Canadian solution had to be developed to resolve unique Canadian problems. 

Unlike New Zealand, Canada had not exhausted all its options, alternatives or 

courses open. There were many unresolved issues. Regardless, the reformation 

premised on downsizing of an inefficient public service and duplication of 

services,  proceeded with little substantive legislative change in law. 
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A “Results for Canadians” framework evolved over the life of the existing 

government meant to address these issues with several prime initiatives:115 

1. Citizen-Centre Service Delivery 
2. Government of Canada On-Line 
3. Modern Comptrollership 
4. Improved Reporting to Parliament 
5. Program Integrity 
6. Developing an Exemplary Work force,  

 

with additional collateral initiatives of: 

1. Human Resource Modernization 
2. Integrated Risk Management Framework 
3. Adoption of Accrual Accounting, and a study of accrual-based budgeting 

and appropriations 
4. Policy and Reporting Review Project 
5. Revised Policy on the Management of Government Information 
6. Management Accountability Framework, and 
7. Values and Ethics Code for the Public Service 

 

It was a sizeable program. The problem was in its delivery. Canada was 

attempting to emulate the success of Australia, New Zealand amongst others in 

the hope that a new model of public service management would replace the old. 

But attempting a paradigm shift was dependent upon the time and space of the 

polity of the day.116  

The tail begins to chase the tail 

Time for action was relevant to all the players. But time and space that sets the 

character and tone of change was largely different for each player of the game. It 

was all relative to each unique political circumstance, consequence, or desired 

outcome of each player’s polity.  

 
115 Canada, Office of the Auditor General, March 2004, Exhibit 7.10, pg. 22 
116 Ian Gow, Basic Research - A Canadian Model of Public Administration, Canada School of Public Service, 

2004, pg. 4 (18 of 43) 
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The paradigm shift required the abandonment of the old in favour of the new.  

Given the time to target of Canada’s renewal effort between 1994 and 2000, 

Canada’s efforts paled in comparison to the results achieved by New Zealand in its 

four-year effort.  

This suggests that for Canada, other factors were at play, and possibly the extent 

of change was limited by the more durable model of Canadian public 

administration, which had to be adapted to contemporary circumstances without 

losing any continuity with the old model.117  

We must remember that the key to New Zealand’s change was premised on 

change in two key areas: human resource and financial services that led to a 

significant paradigm shift. Key acts were changed to enable this change. Canada 

did not go this route at all. By affirming Treasury Board as the Government of 

Canada’s management board in 1995, Canada truly limited the bounds of its 

renewal program.  

We must also remember that New Zealand virtually eliminated its public service 

by making departments separate operating agencies that were geared on a for 

profit basis, required to pay taxes, and held accountable for results. Then New 

Zealand also provided a new financial management framework that ensured 

accountability and transparency to parliament through changes in its Public 

Finance and Reserve Bank Acts.  

The changes made by Canada were not in the same degree or to the same 

extent.118 There was no fundamental change to the Financial Administration Act; 

therefore, the Canadian effort was limited at the outset.119 Changes to the 

 
117 Gow, 2004, pg. 4 (18 of 43) 
118 Kathryn May, Martin enlists aid of reform expert, The Ottawa Citizen, Friday, February 27, 2004, 

Source: http://www.canada.com/national/story.html?id=75442965-81dd-4fa1-8706-1356eb800b6a 

Accessed : 27 February 2004 

Note: May reports that the Martin government drafted a leading expert in public administration to help 

overhaul the management and accountability of government in the aftermath of the sponsorship 

scandal that called on for the three reviews including updating the Financial Administration Act 

 
119 Canada, Department of Justice, Financial Administration Act (R.S., 1985, c. F-11), current as August 

2008. Source: http://laws.justice.gc.ca/en/ShowTdm/cs/F-11///en 

http://www.canada.com/national/story.html?id=75442965-81dd-4fa1-8706-1356eb800b6a
http://laws.justice.gc.ca/en/ShowTdm/cs/F-11/en
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Canadian human resource act had a tremendously long roll-out time that were 

evolving or implemented as at this writing. Whereas New Zealand rolled out its 

plan within a definite timeframe, Canada’s path was long and arduous. Clearly 

then Canada could not achieve the same results in the same time frame. 

Democratic models – similar yet different 

Much has been made of the similarities of Canada and New Zealand because of 

the similarity of their parliamentary democracies and origins. New Zealand, 

Australia, and Great Britain were held out as vanguards of management 

reform.120 But this reform was led by key public servants in New Zealand who 

convinced its politicians that reform was necessary.  

There was no clear voice or consensus amongst key public sector managers in 

Canada other than the Auditor General (AG). The AG favoured many of New 

Zealand’s reforms,  but the AG was ambiguous concerning their results.121  The 

Auditor General did not conduct a formal review of the success of New Zealand’s 

reformed public services or its Alternate Service Delivery Program. The AG largely 

left the discussion and review of the  success or failure of New Zealand’s efforts to 

 
Accessed 3 September 2008 

To note that the accession number is marked 1985, the Act has basically remained unchanged. Any 

major revision would require Parliamentary approval. 

  

 
120 Gow, 2004, (15 of 43) 
121 Gow, 2004, pg. 10 (24 of 43) 
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the politicians to sort out.122 Yet their report was used by government as a lever 

for change and reform.123  

What the Auditor General suggested though, was that Canada adopt many of 

New Zealand’s reforms premised on124: 

1. devolution - a willingness to allow chief executives to exercise authority to 
decide on the most economical and efficient ways to deploy their financial 
and human resources in pursuit of their responsibilities and obligations 

2. a framework of legislated requirements and broad policies- in which 
departmental chief executives become fully responsible for departmental 
financial management and performance, as well, they would be responsible 
for the management, information and accounting systems required to 
achieve the best possible results 

3. human resource change - chief executives, must be free to staff their 
organizations, to negotiate staff remuneration (within government-wide 
guidelines) and to design personnel management systems to suit the needs 
and circumstances of their departments 

4. common services are no longer under central control-  departments are 
essentially free to obtain required services from whatever sources they 
deem most appropriate and cost-effective 

 

The Auditor General envisaged a significant devolution of authority per New 

Zealand’s effort. He recommended that it be conducted within a framework that 

 
122 Canada, Auditor General of Canada. Discussion Paper, Assessing Alternative Service Delivery 

Arrangements, Date Issued: 2007-09-21, Accessed: 9 Sep 08, Source: http://www.oag-

bvg.gc.ca/internet/English/oag-bvg_e_10195.html 

This note has identified several lines of questioning related to the new service delivery arrangements. 

The factors discussed are suggested as a way for parliamentarians to assess alternative service delivery 

arrangements.  

 

 
 
123 Canada, Auditor General of Canada, John W. Holmes, Principal and Tom Wileman, Senior Researcher, 1994  

http://www.oag-bvg.gc.ca/domino/other.nsf/html/nzbody.html 
124 Canada, Auditor General of Canada, John W. Holmes, Principal and Tom Wileman, Senior Researcher, 1994  

http://www.oag-bvg.gc.ca/domino/other.nsf/html/nzbody.html, pg. 58-59 of 72 
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involved the clear specification of desired results, and that ultimately change, 

would impact the role of Treasury Board,  infringing on its primacy as Canada’s 

management board and employer of record for the public service.  

In fact,  the AG’s recommendations were likely  too dramatic a change. Clearly the 

AG’s propositions resulted in a tension between the government of the day and 

Treasury Board (TB), reflected by the fact,  that it took three years of negotiation 

to re-affirm and sort out TB’s role (see above Treasury Board). And that resistance 

filtered downward throughout the bureaucracy.  

No two political democratic systems are similar, even if they originated from the 

same model or have the same provenance. New Zealand enjoyed a wider degree 

of freedom of action compared to Canada. The Westminster Model on which New 

Zealand and Canadian democracy are based, gives much power to the Prime 

Minister of the ruling Party. But there are limits to this power that are unique to 

each country.125   

In Canada prime ministerial power is limited by the cooperation and support of 

two key agencies; the Privy Council and Treasury Board.126  It is interesting to 

observe that it was the Liberals, who were the architects of contemporary 

Canadian public service as we know it. They initiated the first major change of the 

Civil Service Act of 1918 in 1967. That review prompted legislation that accepted 

collective bargaining in the public service that specified the roles of the Treasury 

Board and the newly named Public Service Commission. Moreover, they approved 

the results of their work in 1975 with the then president of the Treasury Board, 

Jean Chrétien.127  

It was highly unlikely that one of the key players to the establishment’s power 

base would easily relinquish its role on the premise or promise of hypothetical 

results. Moreover, not all of New Zealand’s reforms were relevant to the federal 

government. Given the nature of the Canadian political scene, most reforms may 

have been more relevant to provincial and not federal governments. New Zealand 

 
125 Gow, 2004, pg. 6 (20 of 43) 
126 Gow, 2004, pg. 7 (21 of 43) 
127 Gow, 2004, pg. 6 (20 of 43) 
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carried out many functions, in areas such as health and education that in Canada 

are basically the responsibility of the provincial governments.128 

A Need for Debt Management 

Despite the many differences between the two countries, what became 
increasingly relevant to the Canadian government was the various ways by which 
New Zealand had redressed similar issues. What made New Zealand’s experience 
especially important to Canada was found in a similar set of circumstances and 
fiscal imperatives previously faced by New Zealand that led to its fundamental 
reforms in public policies and management.  

The prime lever for New Zealand as in Canada was its burgeoning federal debt. 
Debt management became a key priority for Canada. Interest paid on 
accumulated debt forecasted at the then current interest rates in 1994, expected 
it to grow by almost fifty percent because of compound interest. Also, of concern 
was that if program spending continued and remained unabated, its demand on 
the public purse would roughly equal government revenues.  

The Auditor General argued that expenditure reductions could not be 
accomplished simply or easily by a continuation of past restraint measures. The 
Canadian government had to reshape its policies and cut back programs to 
achieve affordable government. 129 The sharp edge of reform was pointed at 
Canada’s Public Service that was made out as the chief millstone to Canada’s 
future prosperity. The problem was that the government was about to embark on 
an ambitious program of reform and didn’t have the manpower to effect change.  

The key to success pointed out by the Auditor General was a need to cut back 
programs. But what programs and at what political cost was left unanswered? 
National Defence became a clear and easy target representing 10% of 
government discretionary spending of the day. There was little political 
constituency for the needs of the Canadian Defence establishment. Further the 
national defence budget was viewed as “an excessive anachronism”. It was a 

 
128 Canada, Auditor General of Canada, John W. Holmes, Principal and Tom Wileman, Senior Researcher, 1994  
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prime renewal target due to perceived administrative overlap and excessive 
bureaucratization.130  

There was a concern because government spending roughly equaled its revenues, 
so it was easily concluded that a significant reduction in defence spending was the 
expedient way to soften the blow. The department embarked on a re-engineering 
process to reduce the draw on its resources, through a rationalization of its 
infrastructure and retooling of its business practices to redirect resources to the 
preservation of combat capability.131  This was necessary due to a 23% reduction 
in its budget in 1995. Re-engineering was the means of creating competitive 
advantage that would resolve the burgeoning resource crunch within National 
Defence.132 

ASD, Privatization and Contracting out 

National Defence along with its federal, provincial and municipal peers embarked 

on the road toward adopting private sector practices of privatization, contracting 

out, Alternate Service Delivery (ASD). They all had a common hope, that as private 

sector practices and companies were able to produce a better product and deliver 

service more efficiently, they too could achieve those results in the same order of 

magnitude.  

So, there was hope for big and broad savings; however, the reality of the program 

was it failed to live up to expectations. DND’s annual ASD savings amounted to 

$60 million per year rather than the $300 million per year promised. Looking at it 

another way, DND saved a mere 20 per cent of planned savings.133 In fact it was 

commonly promised that savings more than 50% or better were possible through 

the buy-in and application of private sector management practices. If a 

management plan did not live up to this benchmark, it was considered as archaic 

and merely shaving the ice cube.  Any savings though in this environment were 

welcome but in truth the ability to improve was limited by the fundamental flaw 

 
130 Rostek, CMJ, Winter 2004–2005, pg. .3 of 12 
131 Rostek, CMJ, Winter 2004–2005, pg. .3 of 12 
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133 Rostek, CMJ, Winter 2004–2005, pg. .7 of 12 
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that private sector management theory cannot be readily applied to the public 

sector. 

Cutting back meant just that, cutting back, the virtual elimination of a process, or 

a piece of infrastructure, or declaring large segments of staff redundant, to free 

up resources for application and re-direction elsewhere. But the process was 

neither clean nor simple. Politics limited the extent to which cutting back could be 

applied.  

There were numerous examples of proposed base closures and unit 

rationalizations that were skewered by the public as it would have had dramatic 

impacts to local economies and services. The military had a significant presence, if 

you will, a significant footprint in the economic well-being of many communities. 

It was virtually impossible to close facilities on a large scale without a broad 

impact or fiscal implications to those communities.  

Although the public was in favour of “rationalization, reduction, and efficiency”, it 

was not in favour of such closures or rationalizations if that meant an impact to 

their economic well-being. The result was that many proposed cutbacks were 

scaled back, and residual organizations remained to appease the public outcry. 

This meant that total costs were not reduced, and some long-term marginal costs 

remained that had to be absorbed. 

The Canadian Forces, Navy, Army, and Air Force Survival 

There were problems with these cutbacks within the department. There were 

three entities within the Canadian Forces, Navy, Army, and Air Force who were 

fighting for survival amongst themselves.  

These three entities controlled considerable resources that had to be sustained 

and maintained. The diminished defence budget constrained them all, forcing 

rationalization that set up a basic fight for a fair share of shrinking resources. By 

the time the 1994 budget had arrived on their doorsteps, many of the 

environments had already taken steps to rationalize.  

The 1994 budget virtually cut the department through the bone. Defence was 

bankrupted by lack of proper funding. The question remained who amongst the 

players would take the bite for survivability of the department. What capability or 
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capabilities would Canada forgo? All the environments argued that they had done 

their bit, and all argued that they had the bare minimum forces in being to sustain 

a bare military presence and capability that met existing security obligations on 

behalf of the government of Canada. 

The problem became establishing the proper tooth to tail ratio that suited the 

Department’s and Canadian Force’s needs, and the solution seen was as the 

elimination of unnecessary administrative overhead. The department proceeded 

to employ the findings of its MCCRT tiger teams to the problems of the day. This 

process was not completed, but the situation was so desperate, that the 

preliminary work was pushed through as the way ahead.  

The department then forced several Alternate Service Delivery (ASD) reviews and 

rationalizations that involved career structure. These solutions were seen as the 

key to coming to grips with the “tooth to tail” conundrum. One ASD review 

involved the military pay system. Military pay services encapsulated the broader 

issues and that demonstrates the limitations of benchmarking to New Zealand et 

al.  Results were limited without the fundamental foundational change .  

The military pay services ASD project demonstrated that there were  limits to 

attaining desired results. Actual full savings achieved were not the expected 

savings. It was only $60 million current savings, while the expected savings, some 

$300 million, were never achieved.  Quite the disparity in results! There were 

other factors at play. 

Factors at play 

First many of the environments had already taken steps to rationalize their 

structure and administrative tails. Positions were created, or cashed in, and unit 

services developed to meet the needs of local circumstances. Therefore, the 

environments had already taken the savings by the time the department had 

initiated this action. It was a bottom up approach. The savings had already been 

reaped and re-capitalized through Base DeleGAAT and other programs prior to 

1994. 

MCCRT was instituted after these proceedings. Its main object was to review the 

structures, tweak them and ensure that the department had achieved its most 
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efficient organizations (MEO) in being before consideration of the next step, 

alternate service delivery. It was theorized that competing a MEO with the private 

sector would be the best way of ensuring that the department would obtain the 

lowest cost and value for money.  

The problem was that the administrative MEO development over the many was 

not standardized, and the results would be dramatically different than those 

developed by the others, whether of the same environment or not. The initial 

effort was left to each base and station commander who had to function with an 

ever-shrinking slice of the defence budget. So, by the time the department 

decided to take control of the process in 1994, they were faced with many non-

standard units and; by the way, the resources had already been cashed in with 

nothing left to fund the change. There was no money in the till left to fund the 

departmental effort. 

Military Pay Hammered as an  Excessive Cost 

The ASD military pay project faced these challenges. The military pay system was 

criticized for being overly expensive. It was hammered for the cost of production 

of $31 per member per pay or a full cost basis of $55 million per annum.134 This 

was the total cost of production of maintaining pay records, support etc. The 

marginal cost of producing a cheque was a $1.10 per member.  

Industry was willing to deliver cheques or pay the bank a mere 90 cents per 

member for this privilege. But industry had no real interest of assuming the true 

desire of the department, which was, delivering of all administrative overhead, of 

record keeping, income tax preparation, enrollment, and management on release 

of all military members.  

The military pay system achieved a 40% reduction of its overhead through the 

elimination of redundancies and overhead. Steps were taken that reduced its 

administrative overhead cost from $55 to 32.8 million (total cost basis) or an 

 
134 Canada. National Defence. Military Pay Services Study Report. December 1994  -Director General Audit Report - Regular Force Pay System. (7052-10 (DGA) 11 

May 1995) in Major G.D. Madigan, THE CANADIAN PRIVATE SECTOR AND ALTERNATE SERVICE DELIVERY (ASD) OF MILITARY 

PAY, Paper, Royal Military College of Canada, Kingston, Ontario, War Studies program, November 13, 2019, pg. 11 of 45 
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overall savings of $22.2 million per annum.135 This was still viewed as merely 

shaving the ice cube as senior management’s and government’s  desire was for a 

50% or better reduction.136 

Regardless of the military pay MEO result, it was set down the ASD path. Over the 

course of the review designed  to privatize its services, it was found that although 

the environments supported our efforts, they were unable to contribute to the 

personnel savings required. Their inputs for the military pay ASD consideration 

had already been cashed in and, applied to their own individual renewal 

efforts.137  

The issue in a nutshell was; the central headquarters did not have complete 

control over the resources required. These resources delegated down to 

Commanders who were responsible for the ultimate organization for the delivery 

of a certain military capability, had already been consumed by their efforts.  

It may well have been that the Vice Chief of Defence Staff was the gate keeper 

and ultimate controller of resources within the department, but that control was 

managed through the amount of money delegated to the environmental 

commands in an authorized establishment.  

The office of the VCDS lost control in the rationalization process because of the 

elimination of his/her establishment organization; lost because of greatly reduced 

defence budgets throughout the 1990s. The situation required a top down 

approach but the means to affect this control was lost as the oversight 

 
135 Madigan, September 23, 1998, pg. 11-12 of 45 
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Major G.D. Madigan, Paper, THE MILITARY PAY SYSTEM DEFINING THE MOST EFFICIENT 

ORGANIZATION, Paper, Royal Military College of Canada, Kingston, Ontario, War Studies program, 29 
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There was little support other than moral for the Military Pay Initiative. The environmental 

commands offered their own reasoning that could be boiled down to each formation/command 

organization having a unique pay service requirement. Consequently, the possibility of unique 

delivery and operational requirements existed. These unique requirements would have 

subsequent impact on costs of the system to meet the unique demands of the differing 

environment differences imposed by duty, time and geography and on resources that they had 

already committed elsewhere... 
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organization no longer existed or had diminished responsibilities. The process 

became a bottom up review. The tail effectively wagged the head. 

“It’s only logical?” 

The problem was that cutbacks or program rationalizations did not necessarily 
occur logically. It was not politically expedient to announce a government service 
closure that was a principal source of employment, and a population base for a 
town or city. It was made exceedingly difficult as the government had to appease 
various interest groups.  In the long run it was not possible in the Canadian 
situation to affect a complete closure or cut back.  

Second the department lost control of the process as it attempted to meet 
growing demands and reacting to program change, with diminished staff; and 
more importantly, with resources already cashed in.  

Concurrently, many new government initiatives had to be dealt with. These 
initiatives were instituted in conjunction with change projects often under 
competing deadlines and demands. These new initiatives often fell on the desk of 
the same staff officers within headquarters. They were not prioritized, and as a 
result, it was quite likely that efforts were pushed through simply to get things 
done. So, it was no surprise that the net result was only $60 and not the $300 
million savings expected.  

The savings made by these program reductions were essentially the equivalent of 
those achieved by shaving the ice cube. For true savings to occur, whole programs 
had to be cut in their entirety.  In other words, the re-engineering program was 
no better or worse than if the Department had continued under the old program 
of restraints by merely shaving the ice cube. 

The question is, why did the department ever embark on such a painful process 
that greatly impacted the economic well-being of its employees and citizens? 
Clearly, there were other ways and means to achieve virtually the same result. 
We must remember that the re-engineering benchmark was set, at a minimum a 
50% of savings on current costs. Having only achieved a 20% effort was no better 
than what the dinosaurs promised by shaving the ice cube.  

The department wasn’t open to opinion. In fact, if you weren’t on the bandwagon 
of change, you were considered a dinosaur. A dinosaur was a naysayer and 
anyone who questioned the validity of the process that the department had 
embarked on. There were many. Some led this change but had their doubts on 
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the dubious consequences when the dust had finally settled. It was not about 
making the process more efficient, it was all about cost savings.138 

And what is management?  

Public sector management is not the same as private sector management. Public 
sector managers have different goals, constraints, measures, accountabilities, and 
values. Public sector managers need to be discriminating in the application of new 
concepts. They must ensure that they are appropriate and appropriately adapted 
to public sector management requirements.139 

What the effort did accomplish though was change burn out. The high demands 

for information for the various programs of Citizen-Centre Service Delivery, 

Government of Canada On-Line, Modern Comptrollership, improved Reporting to 

Parliament, developing an Exemplary Work force Human Resource 

Modernization, developing an integrated Risk Management Framework, 

implementing Accrual Accounting, and implementing a Values and Ethics Code 

combined with diminished staff resources, created a perfect storm.  

All in all, the staff was left running about trying to manage the various key 

deadlines to arm their superiors for their fiduciary requirements in parliamentary 

reporting on progress to date and transparency. It was a very demanding stressful 

work environment that often saw competing deadlines cross the desk of single 

staff officers.  

It left little time for management as time was consumed while meeting the 

reporting demands. In many cases staff officers kept up with this demand by 

working excessively long hours or working two or more jobs just to keep up with 

the daily demands of the workplace. It had an impact on morale as many 

managers tried to control the spiral of work and reporting demands, so programs 

could progress.  

 
138 Major Pierre M. Royer, CD, letter to the editor, Canadian Military Journal, Vol. 6, No. 3, Autumn 2005 

139 Ole Ingstrup, Re-engineering in the Public Service: Promise or Peril (Ottawa: Minister of Supply and 

Services Canada, 1995), p. 7.  in Rostek, CMJ, Winter 2004–2005, pg. .8 of 12 
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This pace took its toll as it was an impossible task with the resources at hand.  

Parliamentary expectations were high and the demands great. No one task took 

priority, they were all on the plate concurrently. Progress then was made by 

shifting from one critical task to another as each progress deadline was broached. 

An approaching deadline shifted tasks from A list to B list until the next deadline. 

Consequently, progress was stop, go or slow to the chagrin of Parliamentarians. 

Lieutenant-General George Macdonald address to SCONDAV 

Standing Committees play a vital role in parliamentary oversight. They are 
essentially open files of various departments where vital issues of the day are 
examined by all parties. They afford an opportunity for direct inquisition of 
departmental issues from which parliament may form an agenda for debate.  

The Standing Committee on National Defence and Veterans Affairs (SCONDAV) is 
the venue for insight into the internal operations of the Department of National 
Defence. A committee meeting on 30 October 2001, held post the 9-11 terrorist 
attacks on the United States that year, provides some insight on parliamentary 
expectations, demands, and tasks. 

Lieutenant-General George Macdonald was called before the committee to 
provide some insight on Canadian Forces capability planning with the structure of 
National Defence. He outlined the following to the committee:140 

- “My primary role as VCDS, Vice Chief of Defence Staff is to conduct 
strategic planning and to coordinate resource allocation. This involves 
addressing the pressures on our defence budget and finding the very 
best ways in which to invest our resources. It involves prioritization of 
our modernization programs and ensuring that we identify the 
necessary numbers of people to do the task that we have to do. It 
involves ensuring that we set aside enough money to pay for training 
and operations. Overall it is a bit of a balancing act to determine the 

 
140 National Defence, Lt. Gen. George E.C. Macdonald, Vice Chief of Defence Staff, The State of 
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best possible formula to provide the capabilities that we need in the 
military today.  

- We have been asked today to speak about capability-based 
planning. (italics-emphasis mine) This is a complex area and can get 
fairly involved but let me say outright that it is simply a reorientation 
of our planning focus to one of capabilities from one of response to 
specific threats. 

- The Department of National Defence and the Canadian Forces 
Strategic Planning is described in its most basic terms at slide 2, titled 
"Strategic Planning Definition". The search for optimal ways to employ 
the available means or resources to achieve the ends or objectives set 
by government … 

- The federal budget determines the means for resources available to 
the military. Our annual defence plan assigns defence tasks and 
allocates resources to implement these tasks. 

- Capability program provide a common integrated planning framework 
by establishing five areas encompassing all defence tasks. To ensure 
that the appropriate types and amounts of military capability are 
ready when required, we use a capability-based force development 
process. 

- Capability-based planning requires a common understanding of what 
capability means and how capabilities relate to each other. In its most 
simple terms, capability can be defined as the capacity to act in a 
specific way to achieve a specific end. 

- The five capability programs shown on this slide cover the spectrum of 
possible defence and security activities that Defence may have to 
undertake. They are considered timeless in nature. 

- We can’t predict all scenarios or threats, but we can anticipate a 
potential range and be prepared to respond flexibly and effectively. At 
the end of the day, the risk of not delivering the requisite capability at 
the right time and place is a failure in operations.”  

 

Lieutenant-General George Macdonald provided a succinct briefing on the state 

of capability planning. However the parliamentarians ensuing discussion, was not 

necessarily focused on that end. There certainly was a discussion on capability 

planning, but parliamentarians also had concerns in other areas; ranging from 

large budgets, strategic threat analysis, weapons capability, procurement, to the 
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more mundane such as human resource, reserve force, professional 

development, and family resource centre issues.  

There was a broad patina of concerns and issues that needed to be addressed; 

but were not necessarily addressed in that forum. Certainly, issues would have 

been taken back to the staff to investigate and to provide further detail to address 

some concerns. These would have been passed along to the staff for appropriate 

reply.  

This one committee is just the tip of the iceberg. Government is rife with the 

committee structure and each one has its own demands. It is a beast that requires 

insatiable feeding. It is the bane of every staff officers' existence. But this 

structure is necessary; if government is to function to ensure that its policies are 

implemented, that its demands are dealt with. Regrettably, there is a critical mass 

required to do so.  

In the years leading up to this point, the government had taken steps to reduce 

this critical mass significantly. The flood gates were opened and many of us felt 

like the little Dutch boy with his finger in the dyke holding back the tide. The only 

way to deal with it was to do two or more tasks and work long hours. Morale 

suffered consequently. 

Morale 

The start of the decline in personnel followed the election of the Liberals to 

power in the early 1990s. By 1995 staff morale was at its lowest ebb. It  followed 

the efforts of significant staff reduction and organization rationalization. It was a 

time of right-sizing the government and reducing overheads, while creating 

efficiencies for the taxpayer. The department was also under considerable 

scrutiny from media and parliamentary investigations into the management and 

conduct of the armed forces.141  

 
141 National Defence, DGSC, D2000 Survey -Change and Renewal in DND 

Results of the 1999 D2000 Survey, Publication Date: 2002 01 22,  
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Significantly a survey revealed that only 19% of staff was happy in their workplace 

in 1995. This result is not surprising considering the hit the public service and 

military were taking in those years. The future was not very bright. The situation 

had ameliorated somewhat between 1995 and 1999. The level of morale in the 

workplace recovered to 40% satisfactory. I suppose depending on where one sat 

in the organization, people were starting to be felt as valued and some pride or 

self-esteem was being restored. It also depended who you were in the 

organization. Military morale at the time was measured at 45% happy in their 

work, while their civilian peers, 34% yielding a blended rate of 40% for the 

survey.142   

This disparity was not surprising. Our civilian peers were still under the gun for 

downsizing. The military reductions leveled off because of force strength 

projections requiring a regular force size of 55 to 60 thousand personnel. There 

was opportunity for military personnel, but only if one could fit the role into the 

proper tooth to tail ratio, so desired by senior managers, albeit at a greatly 

reduced force strength.  

“I owe my soul to the company store” 

No such opportunity existed for civilian personnel. In the view of senior staff both 

military and civilian, the civilian staff was mere “clag” and a drain of resources. It 

was not an awe-inspiring time. Young families, mid-career staff, new entries etc. 

never new from one day to another whether they would have a pay check or a job 

to look forward to on the following day. It was a desperate and despairing time. 

For many employees, hope for the future and promise of a career were lacking. 

It might be that some took comfort in the recovery in morale from 1995 to 1999 

as a sign of well-being. However, it is a fact that at least 60% of the staff remained 

disaffected, whose morale was low, and upon who great demands were being 

placed.  

 
Pg. 2 of 128 The restructuring process was demanding and by 1995 both military and civilian employees 

of DND were experiencing heightened frustration because of both the changes inside the department as 

well as media and parliamentary investigations into the management and conduct of the armed forces 
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It is surprising then that the authors of the D2000 Survey concluded “Both 

Military and Civilian employees report very good levels of morale, even though 

morale is higher among Military personnel. Anglophone Military personnel have 

lower levels of morale than francophones, as do NDHQ personnel”.143  

The D2000 Survey measured morale on factors other than that of morale in the 

workplace. It might have been inspired by pride of Canadian Force efforts in 

international peacekeeping (82%), but the remainder of factors varied from lows 

of 27% to 64% for the markers used in determining morale.  

The spin doctors portrayed an improvement where none really existed. In fact, 

only 27% of civilian and military respondents stated that their morale had 

improved since 1995, these mostly in the combat arms and operational support 

areas where opportunities existed.  

Overall, 46% of respondents stated that their morale had not improved one iota 

while 27% would not comment one way or the other.144 In other words the 

Department of National Defence had a largely disaffected staff upon whom they 

were about to foist the great demands of implementing change under the guise of 

Results for Canadians to deliver: 

1. Citizen-Centre Service Delivery 
2. Government of Canada On-Line 
3. Modern Comptrollership 
4. Improved Reporting to Parliament 
5. Program Integrity 
6. Developing an Exemplary Work force, and  
7. Other sundry collateral initiatives. 

Concluding remarks 

The government created the milieu  of a seemingly impossible tasks for the 

resources at hand. It became impossible to keep up with competing demands. 

Priorities shifted from one day to the next. Essentially the government was  

keeping both the public service and the Department of National Defence off 

balance. This may have been the means and, perhaps its justification to conclude 
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that resources were not being manage effectively; and thus, justification for 

further reduced budgets and staff cuts. However, they also created the situation 

where they did not have the critical mass to pursue their own agenda.  

The assumption that the private sector could fill in the shortfall and do it cheaper 

was untested. Its validity remained questionable, yet the government assumed 

that it could re-hire services cheaper for restructured internal services from the 

private sector at lower costs.  

The laid off staff were to be the available pool to be rehired by the private sector 

and hence, would be cheaper by 15%.  The problem was that there was no 

guarantee that former public servants would avail themselves of this opportunity 

and move into a “special” niche from the private sector. It was not a proven 

assumption. Yes, resources could be obtained but once in the private sector, 

those skills would likely move to other areas that were more profitable, with 

greater opportunity for advancement.  

Regardless the staff was left spinning and the consequences, was change burn-

out. It was not just a “Decade of Darkness” from a budgetary view. It was more 

profound. It was a decade where staff was made to feel small, insignificant. It was 

an attack on the morale of the public service.  

It was a decade where public service structure and values were deconstructed, 

while new values and structures implemented without understanding, that its 

people, who must be part of the process and valued if the program was to 

succeed. What the government did by its action was reduce public service to a 

consideration of “labour”.  

Notwithstanding the disagreements and battles fought between government and 

its unions, there has always been an underlying pride found in the Public Service, 

Military, RCMP and others who serve Canada and Canadians. The government 

forgot that the intrinsic value and importance of its public and civil servants was 

the proud service of its employees on behalf of Canadians! 
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Chapter 5 - Managing Public Opinion 

 

Public service morale was set to fall following the election of a Liberal government 

in the early 1990s. The Liberals began by attacking the national debt and deficit 

with a vengeance. It had to be done, but they did so in extremis, particularly with 

regards to the budget of the Department of National Defence, the Canadian 

Armed Forces, and its staff.  

By 1995, staff morale was at a very low ebb. The government’s efforts regarding 

significant staff reduction, reorganization, and rationalization made all an 

efficiency target. The era was cast as  a time for right-sizing government and 

reducing overheads, allegedly to create efficiencies and benefits that taxpayer 

demanded. There were no hints of job security, merely hints of the door hitting 

your backside if your position no longer fit the bill. 

The Department of National Defence came under considerable scrutiny from 

media and parliament regarding the management and the conduct of the armed 

forces.145 It was all carefully stage managed. Some may argue that it was a 

pogrom, designed to keep the public service off balance while currying public 

favour for a desired government policy end, the reduction of the Department in 

total while reducing the Armed Forces to a gendarmerie.  

Timothy Plumptre in his work, “Beyond the Bottom-line” posited, “The quality of 

a department’s client relationship tends to be a function of public perceptions of 

the merit and relevance of its programs.”146 It was certainly a public perception by 

the mid-1990s that the Department of National Defence was no longer relevant. 

 
145 National Defence, DGSC, D2000 Survey -Change and Renewal in DND 

Results of the 1999 D2000 Survey, Publication Date: 2002 01 22,  

Source: http://www.vcds.forces.gc.ca/dgsc/tem1_e.asp?doc=page3&sec=lin 
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The public indeed questioned the merit of its existence, and favorable public 

opinion on defence and security issues appeared to be at an all-time low. It 

almost appeared contrived to be so. The government wished to justify further 

reductions of Canada’s defence budget, beyond a point where Canada would no 

longer have a viable military establishment.  

The Canadian Armed Forces was driven towards a constabulary force, with no 

perceived mission for Canada on the world stage. Consequently, Canada fast lost 

its relevance. Its military forces could no longer be relied on to deliver capability. 

Relevance, relevance 

Canada was fast losing relevance on the world stage. Therefore, it is important to 

question: 

1. Who controlled the process?  
2. Why? 
3. What was the strategy employed?  
4. How was the media used as a tool?  
5. How was the process managed?  
6. Why was it done? and  
7. What were the outcomes? 

 

Who controlled the process was obvious? It was the newly elected Liberal 

government. The Liberals had just been given a mandate to get tough to deal with 

the country’s fiscal imperatives. Canada had a heavy debt load whose overhead 

carrying costs were consuming valuable tax dollars. It was unpalatable.   

Concurrently, the Liberals campaigned on a promise to curb defence and other 

spending.  The Liberals laid out their program in their strategic platform in the 

Red Book called “Creating Opportunity: The Liberal Plan for Canada”.  This 

document clearly established their platform for the 1993 federal election.  

The Red Book was prepared consultatively over the course of 1992 and the first 

half of 1993 that reflected the input of many Canadians. A unique feature of the 
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Red Book was costs given for each of the individual promises that clearly added 

up, and that was easily understood by most Canadians.147 

So the Red Book was released on September 15, 1993 with much fanfare, just a 

week after the September 8 election call. It was a big media event, who were out 

in full force. It was delivered in a budget-style lock-up format followed by a press 

conference given by the leader. An economist lent credibility to the release 

certifying the package was fiscally responsible.  

The liberals thus were able to stand on the costs of their promises. They extolled 

accountability of costs, which paved the way for their 1998 re-election based on 

results in the electoral polls some four years later.148  

The liberals also had an excellent communication plan where none was apparent 

for the conservatives. At the very outset of their reign, managing the media and 

public opinion was at the crux of control and power for the liberal juggernaut.  

The resultant crux of their campaign to the Department of National Defence was 

the immediate cancellation of the maritime helicopter replacement (MHP) project 

and contract. The prior government had contracted to replace its Sea-kings 

helicopters with the EH 101. They had naively assumed that the incoming 

government would honor the contract.149  

 
147 Patrick Grady, The Liberal Red Book: The Economist’s Perspective, Global Economics Ltd – 

Commentaries, September 10, 2007 

http://global-economics.ca/redbook.htm 
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The liberals deemed the EH 101 a Cadillac, an unnecessary expense given that the 

Cold War was no longer relevant to Canadian security policy. The project was 

cancelled on Prime Minister Jean Chrétien’s first day in office in 1993.150   

Beyond the MHP project, the Canadian Forces also suffered from massive rust out 

on many defence capabilities that also required replacing. The Department 

required a massive re-capitalization of its assets. It was necessary and came at a 

time when there was absolutely no political will to do so.  

A lack of political will was patently obvious given the prime minister’s action on 

the EH 101 file. The government’s attitude would not change dramatically until 

the succession of Paul Martin as prime minister in 2003.151  

The whole MHP issue likely tainted the government’s  relationship with DND. It 

cast a grim tone based on the government’s actions from the various 

management issues of the day. It became known to the department as the 

“decade of darkness”.152 

The key to honouring the promise 

The key to budgetary control to deliver the government’s promises made in the 

1993 Redbook was the subsequent release of the 1994 White Paper on Defence. 

The 1994 White paper portrayed Defence as an unnecessary and costly 

extravagance. It was easily understood by Canadians that federal and provincial 

debt stood near $750 billion.  

 
150 James Bagnall, The helicopter deal from hell, © The Ottawa Citizen 2008, June 21, 2008 

: http://www.canada.com/components/print.aspx?id=99de5056-1d13-4d31-8ff7-6135b652cd40 
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The federal government’s annual debt servicing payments topped $44 billion. The 

deficit of $39.7 billion alone represented 27% of the federal budget.153  It was a 

tremendous exposure. 

Defence became an easy target as it represented a significant and evident share 

of government spending. Also, defence’s monetary costs were easily measured. It 

was easy to juxtapose to other important government programs and priorities in 

weighing the cost/benefits. Finally, as defence’s constituency was so small, the 

political fallout was judged as minimal with little consequence to the Liberal’s 

political fortunes.  

By 1994 it was very easy to argue against defence in favour of other competing 

activities that demanded immediate attention and action.  Defence’s raison d’être 

no longer existed. The Cold War was over. The largesse of Canada’s debt and 

deficit argued for restraint, so the defence budget was reduced by 23% with the 

1994 White Paper. It was a clear signal of government intent.  

The result was a gradual decline in defence spending from 1994 to 1998 shifting 

the defence budget downward from $11.9 billion (1994) to $9.4 billion in 1998. It 

reflected a direct budgetary reduction of $2.5 billion which appears to be a 

minimal decline. But the cumulative impact found in the value of the deferred 

spending ($16.5 billion) was problematic for National Defence.  

The planning base became smaller by this gradual reduction as little was left for 

capital procurement. Canada’s defence spending sunk from 2% to 1.2% of gross 

domestic product (GDP) by 1998. There was no room for new major capital 

procurement under this watch. 

Spin and time for change  

The time was propitious for change. Defence was no longer on the public’s 

dashboard. A November Angus Reid survey revealed that defence issues only 

registered as a concern amongst five percent of Canadians. Defence ranked 

 
153Ibid., 1994 White Paper on Defence, Date Modified: 2005-11-14, 
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twelfth in a list of 27 public policy issues of the day. Concerning the public’s 

ranking of the three top public policy issues, that many felt required immediate 

attention from the federal government, defence did not rank anywhere near the 

highest concern. Public opinion on defence issues was down and ranked lower by 

two percentage points compared to prior surveys.154 

The department commissioned a pollster, Pollara, to conduct another survey 
between September 27 and October 15, 2000. Pollara found “Ninety-four percent 
of Canadians believe that Canada required the CF, and more than eight in 10 
Canadians continued to believe that the CF was doing a good job in the statement 
“the perception remains strong that the CF is doing a good job, despite lack 
of/obsolete equipment and shortages in funding.”  

  

 
154 National Defence, Director General Public Affairs, November 1999 Angus Reid Survey, Canadians on 

Defence- Defence Issues Still Important to Canadians, February 2000, 
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Defence in the 1990s\Chapter 4\New Folder\feb_e_00 canadians on defence.htm 
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Pollara also noted “Canadians say that media coverage of the CF is positive (Table 
2 Extract from Pollara report)” and presented the following detail155: 

Table 2: Reasons for a positive perception of the CF 

   2000  1999  1998  

Media coverage 
positive/Nothing negative  

12%  11%  12%  

Peacekeeping/Help other 
countries  

11%  12%  11%  

Get the job done/Doing the best 
they can  

10%  12%  8%  

Doing well, despite lack of 
equipment/funds  

6%  7%  6%  

Ready to serve/Always there on 
call  

4%  8%  5%  

Summations (added by the 
author) 

43.00% 50.00% 42.00% 

(Extracted: National Defence, Director General Public Affairs, Pollara 

Research, Canadians on Defence - Public Perceptions of the 

Canadian Forces and Defence Issues, December 2000) 
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The latter statement was odd as there was a certain consistency in results 
between 1998 and 2000 found in DGPA’s release of Pollara’s report (Table 2). 
Only 12% of Canadians felt media coverage was positive. What then of the other 
88% of respondents?  

It may well have been that Pollara was only trying to measure impressions, but 
were those impressions statistically significant? Relatively few issues really 
registered with public sentiment and; considering the data presented, not 
strongly at that. Only 5 items were measurable amongst a pool of respondents.  

To make sense of the data we must combine the results which yield between 48% 
and 50% of replies, that suggests replies were pooled to yield some sensibility of 
statistical significance. However, this proposed methodology is both invalid and 
flawed. It is not within the bounds of valid statistical analysis from which we may 
draw some conclusions or inferences.  It beggars the mind then that the Pollara 
result published by DGPA justified a conclusion that “Canadians say that media 
coverage of the CF is positive.” This was a less than stellar report and is akin to 
rewarding a wayward student a “D-minus” on his or her report card.   

Another area which Pollara attempted to measure, was the department’s 
approval rating. They attempted to assess the public’s approval in questioning 
“What is your overall impression of the people who serve in the Canadian Forces: 
very positive, somewhat positive, somewhat negative, or strongly negative?”156  

At issue are the two middle assessments “somewhat positive and somewhat 
negative. Both have inherent positive and negative connotations. What did they 
measure? What was their use?  It may well have been that they are measuring 
the same factors either of public indifference or ambivalence. These assessments 
were ambiguous.  

  

 
156 Ibid, Pollara Research, December 2000 
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The problem was that the measure of these assessments was unclear in their 
separation. They can be used to support both positive and negative assessments. 
In fact, Pollara used the result to support a high approval rating (Table 4 Extract 
from Pollara report): 

Table 4: Impressions of CF personnel by region 2000 

Region Strongly 
positive  

Somewhat 
positive  

Total  

Atlantic 37%  51%  88%  

Quebec 24%  64%  88%  

Ontario 38%  49%  87%  

Prairies 40%  50%  90%  

BC 31%  58%  89%  

(Extracted: National Defence, Director General Public Affairs, Pollara 

Research, Canadians on Defence - Public Perceptions of the 

Canadian Forces and Defence Issues, December 2000) 

Approval was variable by region. Pollara attempted to show that the department 
had a positive approval rating across the country ranging from 87% to 90%. 
“Somewhat positive” does not imbue a strong approval rating. This rating varied 
from 49% to 64%, and also maybe, a measure of public tolerance, if not 
indifference to the department.  The answer to Pollara’s question could have just 
as easily been “Yes defence is necessary but I really don’t give a damn one way or 
the other.” 

Notwithstanding the positive results of the broader survey, public opinion was the 
key to managing expectations for Canada’s security and vital interests. Such polls 
were used to bolster the department’s position. But National Defence was not the 
media darling between 1994 and 1998 given the fallout from the Somalia report, 
the parliamentary investigations on the impacts of pay on regular force and 
reserve force members, and the role of the reserves.  
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National Defence was not painted in a very favourable light.  And with each 
negative news story, the hammer resounded on the nail in the coffin for the 
department.  The true story here was the government’s ability to manage spin 
while the department declined and, while keeping a bold and positive face 
looking forward. 

The hammer of public opinion, indifference if you will, was the tool used to gut 
the department’s defence budget. Each decline in allocation sounded a  death 
knell for the department and the public refused to speak up. Why support an 
organization persistently presented in the media as inefficient, without morals, 
whose leadership was questionable, and who apparently, cannot deliver value for 
money?  

Pollara’s findings, where an approval rating of only between 11-12% of 
respondents, based solely on positive/nothing negative in media reporting, had 
grave consequences for National Defence. It was painfully obvious that the other 
88% did have issues, and that this was used as the wedge to drive the 
government’s budget reduction program, espoused in their 1994 White Paper on 
Defence. Defence virtually had no significant public support to defend against the 
onslaught! 

DND and CAF the media darlings 

Defence became the media’s whipping boy. They were like wolves at the door 
waiting for every opportunity to denigrate the defence portfolio. And this action 
had a dramatic impact. Ken Coates, dean of the faculty of arts at the University of 
Waterloo, opined in a Toronto Star piece, the following points157: 

- We are a country without shared values, a fractured history, and no 
clear national purpose.  

 
157 Ken Coates, dean of the faculty of arts at the University of Waterloo, A lack of national purpose, The 

Toronto Star, 8 December 2006.  
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- We do have the Royal Canadian Mounted Police, but in all honesty, 
there is very little left that truly binds the country together.  

This article was written at the end of 2006. It was interesting to note that Coates 

observed that the Royal Canadian Mounted Police was an institution that bound 

the country together.  The Canadian Forces was another such institution, but it 

was one that was never really visualized as such by the average Canadian.  

Coates gives us his assessment of Canada’s place in the world at the time, based 

on his view on lack of shared values, a fractured history, and no clear national 

purpose as, “Canada appears to have lost much of its soul and most of its sense of 

direction. Where there was once significant unity, there is now disharmony. 

Where the country once sought to improve the lot of Canadians and the world, 

there is now complacent acceptance of the status quo. Where Canada was once 

admired around the globe for our ability to balance natural resources, industrial 

development and social justice, we are no longer viewed so positively.”158 In 

Coates view Australia replaced Canada as a middle power of significance while the 

rest of the world largely ignored us.  

Coates assessment  was somewhat flawed. We do have a history, we do have a 

purpose, and we do have shared values, and at one time, we did have a clear 

sense of national purpose, Canada! It is somewhat ironic, that today the seeds of 

Coates’ “view on lack of shared values, a fractured history, and no clear national 

purpose” was sown by the Liberal government of that era. For today we have a 

Prime Minister who announced soon after his government’s election in 2015, that 

Canada as we know it, no longer existed, that there were no identifiable Canadian 

values, and that Canada was a post-national State.159   

And with that announcement, arose problems of significant concern on Canadian 

security, illegal immigration, diversity politics, and a war on Canadian resource 

economy. The declaration of Canada as a “post-national” stated has  essentially 

 
158 Ibid. Coates, 8 December 2006 
159 Douglas Todd, The dangers of Trudeau's 'postnational' Canada, Vancouver Sun, April 28, 2016 
Source: https://vancouversun.com/news/staff-blogs/the-dangers-of-trudeaus-postnational-canada 
Accessed: 9 Jul 2019 
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become a pogrom on Canada’s European history, for whose ills, rather than 

accomplishments, he has continually apologized for ad infinitum. 

But the seeds were sown in 1993 when the attack began there and then, on many 

of Canada’s institutions, that provided this focus for shared values, our history, and 

national purpose. David Pratt, chairman of the Commons Defence Committee 

warned in November 2003 after reviewing a policy announcement made by then 

Foreign Affairs Minister Bill Graham. Pratt saw in Minister Graham’s 

announcement, a lack of a proper foreign policy review, that brought Canada to the 

brink of international irrelevance.  

Pratt pointed out that Canada's global role had diminished steadily in the past 50 

years, but it was particularly diminished in the last quarter-century. He argued that 

Canada while still a legitimate middle power, must not let that status slip away 

through neglect.160   

Many could not see that “A country’s sovereignty is founded on its ability to defend 

itself and to advance its vital interests outside its borders.”161 In the intervening 10 

years, Pratt observed a notable decline in Canada’s military capability, capacity and 

influence, “A country either has what it takes to defend its citizens in the crunch, 

or it doesn’t.”162 He chaired three reports that were written to address Canada’s 

deficiencies of under-funding to the Canadian Forces163: 

• Report 1:  The Holes in Canada’s Armed Forces  

 
160 Mike Trickey, Canada becoming irrelevant: Liberal MP 
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• Report 2:  What It Will Take to Plug Those Holes 
• Report 3:  How Best to Shape Canada’s Military to Pursue the Interests 

of Our Children and Grandchildren 
  

Pratt pushed against a tsunami of government indifference. Canada wished to re-

invent itself in the new post-Cold War era premised on the influence of “soft 

power”.  The government wished to focus on this new paradigm. But this new 

paradigm was created at the expense of its old values, history, and purpose which 

no longer had pride of place or room for growth as they were no longer consider 

relevant in the government’s agenda for change.  

It is true that foreign policy can be changed on a dime. It is only a matter of 

adjusting words and budgets to suit the moment. Defence policy though, is 

another matter. It is wedded to capacity, and capacity takes time to build or 

reconstitute. It requires personnel and hardware. So, words do have an impact on 

defence policy. Any major change in words takes a period of adjustment that may 

also take years to implement, build, or reconstitute.164  

Soft power and Canada’s decline to a post-national state 

The impact of the words of the 1994 White paper effectively consigned the 

department to a limited role in the soft power paradigm. Canada was to become 

preeminent amongst the world’s peacemakers. There was no foreseeable combat 

role. The world was, according to many pundits, a safe benign place. There was no 

role for the warrior. The way to effect the change would be to break the backs of 

perceived deadwood and to clear house. 

Plumptre contended that “Government Policies …  are framed in language where 

each word may carry huge implications.”165 The framing of this language may also 

extend to the media. Ideas are bought and sold in the context of media influence. 

It is the key upon which the influence of public opinion is maintained. The media 

is the hammer and the public the anvil upon which opinion is forged and shaped.  

 
164 ibid. Kenny and Forrestall, 38th Parliament – 1st Session, Interim Report, September 2005, pg. 10 of 108 
165 ibid. Plumptre, Beyond the Bottom Line – Management in Government, 1998, pg. 303 
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The state of the economy struck a resounding chord with the predominant public 

opinion of the day. Something had to be done and fast.  

The 1994 White Paper was the government’s foundation for shaping that public 

opinion. We have observed a general low opinion rate through the public’s 

perception of media coverage (Pollara Research Table 2 above). By 1999 a typical 

media report would portray Canada as:166 

- Not pulling its weight 

- Making an insufficient contribution to NATO 

- Potential security risk as conduit for drugs, illegal migrants and money 
laundering; and 

- as having a more laid-back attitude regarding security concerns 

The Edmonton Journal even posted an article as early as 29 Jun 98 on “Why we 
don't need a military”.167  It was becoming painfully obvious to those in uniform 
that they were neither wanted nor required in the perceived paradigm of the  
“new world order”. This prevalent low opinion was a matter of concern for some 
observers. Peter C. Newman raised some relevant points in a presentation to the 
XIII CDA seminar in January 1997.168  

Newman’s address provides us some insight on the flavor of the day. He cites a 
loss of faith by Canadians in its institutions that should be touchstones of 
Canadian society. Canada’s institutions in his view were under siege. The military 
was one and was a handy scapegoat. It did not help the Canadian military 
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situation one iota that in the two or three of the years preceding this 
presentation, the military was rife with public scandal that contributed to tearing 
down the credibility and pride they deserved.   

Newman lamented that “voices are heard proclaiming that we don't really need 
armed forces in this country.” He reminded his audience that Canadian’s 
collective memories were short. Peace is often brief, very fragile and transitory. 
The military needed at least one day where scandal was not prevalent in the 
news.  

Canadians wanted to open their morning newspapers without a mere hint of the 
scent of scandal. They needed to read with a sense of purpose of the necessity 
and good in their armed forces. He reminded his audience that “like it or not, 
there are some mundane functions of nationhood that require a modern state to 
protect its sovereignty and maintain armed forces effective enough for internal as 
well as external peacekeeping”.  

Canadians seemed to have forgotten that fact. Newman argued that Canada 
deserved a sensible long-term defence policy. But this end was unlikely in his view 
as “The root of the problem is that Canadians are profoundly unmilitary.” 
Canada's armed forces, except in times of wars, seem to exist outside the 
mainstream of Canadian society.  

There was a lack of mainstream relevance of defence in Canadian minds. The one 
and deeply rooted conviction of many Canadians, was that their armed forces 
were merely peacekeepers. In this context then it was far easy to control the 
debate and, to  effectively shut down the department through a greatly 
diminished defence budget. 

Collectively, members of the Canadian Forces are not allowed to vent their 
opinion or be involved in political activity. The Canadian Forces are expected to 
remain neutral and follow the direction of their civilian masters. Neutrality and 
anonymity are conventions of public service. Public servants are expected to 
defend and represent their ministers in a public forum and in the media.169   

Impressions of Ministers of the Crown 

The role of the minister is to ensure that his or her departmental policies have 
public acceptability.170 These policies consist of intentions or objects that are 

 
169 ibid. Plumptre, Beyond the Bottom Line – Management in Government, 1998, pg. 170 
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given effect through law, regulation, or expenditure, in order that they precisely 
express the government’s view of how some aspect of Canadian society should 
evolve or prevail. In effect they are also expressions of how certain institutions 
are expected to behave or deliver programs on behalf of Canadians.171  

Notwithstanding personal values or opinions, public servants are expected to 
exercise their duties in the public interest because of this expression by 
ministers.172 The essence of the role of the public servant is to advise his or her 
minister.173 This advice may be accepted or rejected. 

Just as there is a relationship between ministers and public servants, there is also 
a relationship amongst ministers. There is a hierarchy that must be managed. 
Some portfolios are more senior than others and hold positions of power and 
influence in cabinet. Political incumbents seek ministerial posts that have a 
predominant policy portfolio because that is where power and influence lie.174  

The Department of Foreign Affairs is the pre-eminent department and most 
desirable. It is the one department that establishes Canadian Policy affecting its 
influence and role on the world stage. It is the senior department that sets the 
tone. Following the election in 1993 Lloyd Axworthy, then Minister of Foreign 
Affairs, set about establishing a new tone for Canada.  

The coming of “Soft Power” 

Lloyd Axworthy turned to the concept of “soft power" to enhance Canada's clout 

and influence on the world stage. Soft power was defined as a country's cultural 

ability used to influence desired outcomes through persuasion rather than the 

use of force. It was based on ideological appeal.  

Soft power was a means to convince other world powers to follow Canada’s lead 

or to get them to agree to Canadian norms and institutions to produce a desired 

behavior or outcome. Axworthy argued that Canada’s value internationally now, 

was to focus on issues related to basic human security to influence change. Hard 

power no longer had a major role to play.  

 
171 ibid. Plumptre, Beyond the Bottom Line – Management in Government, 1998, pg. 107 
172 ibid. Plumptre, Beyond the Bottom Line – Management in Government, 1998, pg. 84-85 
173 ibid. Plumptre, Beyond the Bottom Line – Management in Government, 1998, pg. 82 
174 ibid. Plumptre, Beyond the Bottom Line – Management in Government, 1998, pg. 67, ministers take rather less 

interest in the activities of departments with routine program administration or service responsibilities than they do 

in ones of a high policy content. 
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However, this was Minister Axworthy’s view and, was one not necessarily shared 

within the defence establishment nor amongst our allies. In fact, National 

Defence’s opinion did not matter. Foreign Affairs was the senior lead department 

whose policy had to be supported regardless. Soft Power was the government’s 

policy. 175  

What really mattered though, Minister Axworthy’s view was not a view shared 

amongst nations. Many nation states still believed that hard power mattered in 

their relations.  What we saw then was not only a decline of Canada’s military but 

also a decline its power and influence in the world over his watch as minister of 

foreign affairs.  

Step by step – a noted decline and influence 

By 1999 Canada’s influence was marked by a noted reduction abroad that 

became painfully obvious during the NATO campaign in Kosovo. NATO held daily 

conference calls, known as ``Quint calls,'' amongst the foreign ministers of the 

United States, Britain, France, Germany and Italy. It was an unofficial five-nation 

``management committee'' situated to advise NATO's supreme allied commander 

in the management of the Kosovo war. Informal consultations among the five 

powers were held at a frequency of about every second week.  

The “Quint” management team eventually invited Russia and Japan to join a 

further meeting, where a deal was concluded that allowed an international 

mediator to visit Chechnya. Canada was the only country excluded from the 

second meeting amongst G8 members.   

Canadian officials at the time insisted that there was no snub involved, but it was 

increasingly clear, Canada was having difficulty justifying its seat at the table of 
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top world leaders. The reason for this difficulty was due to the level of Canada's 

spending on defence. It ranked ahead only of Luxembourg in the alliance when 

measured as a percentage of gross domestic product. Canadian gross defence 

spending was only slightly more than half of the NATO average.  Canada was 

spending 1.15% of GDP, where the NATO average was closer to 2.13%.176 

Professor Joseph Jockel an acclaimed Canadian studies professor at St. Lawrence 

University in Canton, N.Y. said “Canada must now decide whether to put money 

back into the military or see its stature as a military power diminished. Canada 

could begin reducing its military contributions, but at the risk of losing global 

influence.”177 He was not alone in airing this position.  

NATO Secretary-General Lord George Robertson made comments that riled Mr. 

Axworthy and Defence Minister Art Eggleton by stating the bold fact that Canada 

should spend more money on its armed forces. Robertson pressed once again 

that the average defence spending among NATO's 19 members was 2.1 per cent 

of GDP.178 Canada was well below this by 1999.  

A small change in favorable public opinion occurred at this time.  Retired Major-

General Lewis MacKenzie took aim and lamented at Canada’s diminished defence 

spending: "I've never seen the Canadian Forces so ill equipped to take advantage 

of it."  There was a small window of favourable public opinion. It was the 

opportunity of fleeting favorable public support for the Canadian Forces to seek 

budgetary increase.179 But that support was tenuous at best.  

 
176 Carrie Buchanan, World's new power group doesn't include Canada, The Ottawa Citizen; with files 

from Reuters, FINAL, News, A1 / Front, 25 November 1999 
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losing influence, U.S. academic says (Toronto edition headline); Military may soon be unfit for combat: 

Budget cuts to blame: Defence study points to ageing equipment, National Post, National, News, A1 / 
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Retired Colonel Brian MacDonald, a noted defence research analyst, studied the 

results from major polling firms. He found little evidence to suggest that 

Canadians were willing to see Canada’s defence budget significantly increased. 

Defence was near the bottom of Canadian taxpayers spending priorities. He 

contended that only pressure from Canada's allies kept its defence spending from 

falling further.180  

Notwithstanding comments from respected commentators and dignitaries, was 

anybody listening? The Minister of Foreign Affairs essentially harangued his 

critics. He reminded them that the world had changed. The communist threat 

collapsed in 1989. He stated the view that there were newer, better measures of 

a nation's ability to contribute to collective security and international peace. He 

wanted his critics to get with the program. “Soft power" was au fait, hard power 

not. 181  

Those who believed in hard power were made out to be dullards and dinosaurs 

with no intellectual capacity for change. The problem was that “Soft Power” was 

only a theory and, one based on the premise that the world was a safer place. It 

did not consider that once a capability was lost, it could not be easily re-

constituted. 

Regardless the conditions were prime for the diminution of the Canadian Forces 

based on this sustained opinion. By 1999 the senior leadership of the Canadian 

Forces gathered in Toronto to deal with the defence budget. There were 

pressures for change that the Canadian Forces leadership had to deal with. The 

hurdles for change were easily found through declining defence budgets and 

force reductions since 1994.  

General Baril basically prepared his Canadian audience for the unpalatable act of 

further gutting the Canadian Forces. His options were limited. 182  Basically, the 
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message he was delivering, was based on the defence capability that its citizens 

were willing and prepared to pay for. But he also raised a red flag for sober 

second thought. 183  Was it enough to turn the tide? 

Strong arguments for both sides of the coin were being made in the media. The 

players were the government on one side, its ministries in the middle, and the 

experts/world on the other who had taken the view that “Soft Power” was a false 

prophet.  

Arguments polarized the issue into two camps, the new way – soft power, and the 

old way – hard power and the effectiveness of gunboat diplomacy. The 

department and other ministries were left in the middle as they had to maintain a 

semblance of neutrality. Yet it is in this milieu that the Chief of Defence Staff 

(CDS) had to express himself and play the role of providing the government with 

sound military advice.  

The CDS had to walk a fine line to avoid crossing the political military boundary. 

He was essentially left with presenting his case, while letting the public make their 

own decisions. 

A turn in public opinion was still a few years away. The Canadian Forces were 

running on empty. Budget reductions would have been acceptable and justified, if 

the Canadian Armed Forces had been granted some respite from operational 

tempo during the 1990s. But the period was very active with a high operational 

tempo since the Korean War. That tempo included Rwanda, Bosnia, Somalia, East 

Timor, Kosovo, Eritrea, and Haiti. The Government of Canada deployed the 

Canadian forces to all kinds of emergency situations and, within Canada as well.184 

The Canadian Forces and the defence budget were expected to suck it up! Fiscal 

relief would not come well in to the new century. 
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Falling so low 

The Standing Committee on National Security and Defence chaired by The 

Honourable Colin Kenny issued a report in 2005. The committee asked, “How Did 

Defence Fall So Low in Canada’s Pecking Order.” They looked to the record of the 

government of 1993. The committee maintained the reasons for the decline were 

not because of the need for a “peace dividend” argument, or that military 

strength was irrelevant in the wake of the end of the cold war. The committee 

observed that the newly-elected government of the day recognized that there 

were still serious problems in the world. Regardless the decline in defence 

spending began in earnest the same year ostensibly to eliminate Canada’s deficit 

spending. In the committee’s view it was painful, but the large budgetary deficit 

suggested that Canada was in danger of becoming a Third World country.185 

The Department of National Defence was hard hit for three reasons186:  

1. First, although threats to Canada persisted, professional and institutional 
judgment lost out to public opinion as Canadians bought into the peace 
dividend mentality.  

2. Second, the government’s single largest discretionary expenditure was 
defence. Large non-discretionary expenditures existed, but they were fixed 
obligations.  

3. Third, the government treated the Department of National Defence like any 
other department. No consideration was given to the fact that most of its 
human resources were likely to be put in harm’s way at some point during 
their career. The risk of war seemed non-existent, and that suggested 
military forces were not required. 

 

The federal government was in no hurry to address the deep-seated problems 

resulting from declining defence budgets. It was clear that its way ahead was 
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founded on the strong public opinion that was committed to ending budgetary 

deficits. The government was “comforted by an electorate lulled into a sense of 

false security as the new century opened.”187 

The public’s complacency would come crashing down in the reality and aftermath 

of 9/11. The world was not a safer place after all; threats and present dangers still 

existed. They needed to be addressed and military, if you will; hard power was 

still a necessary /vital element of national sovereignty for protecting vital 

interests. 

Roles – a need for both 

There is a role for both “soft” and “hard” power. The two are not mutually 

exclusive. There are problems if the approaches are not balanced. Canada went 

too far one way. A case was made to suggest that our neighbours went too far in 

the opposite extreme. Kristin M. Lord, fellow at the Brookings Institution's Project 

on US Relations with the Islamic World and Foreign Policy Studies program, 

contends that after the cold war, the United States gutted its soft power arsenal. 

It had to be fully rebuilt.  

In most circumstances the visible face of US “Soft power”, is the face of the 

Department of Defense (DOD), not the State department. It is an interesting 

conjecture that the Department of Defense should be the most visible face of the 

United States overseas, especially true in areas where the American power 

appears threatening to the local public.   

Lord argued “that the Pentagon has taken a leading role in public diplomacy 

because the State Department has not been effective”. He contends that the 

State Department was not given effective resources, the opposite of the Canadian 

circumstance where Defence was inadequately resource. Lord maintains that 

“Doing public diplomacy well means putting civilians at the forefront and giving 

them sufficient resources.”188 Maybe it was a little of both. 

 
187 Ibid. Kenny and Forrestall, September 2005, pg. 20 of 108 
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 The debate will no doubt continue however it is important to note that it is one 

that will be controlled at the whims of the government, our elected 

representatives, if you will. It is obvious from this discussion that the issues are 

many and complex.  

Canadians cannot afford to be complacent or lackadaisical in their attitude 

towards defence and national security. They must be involved and well informed 

erstwhile they will find themselves in the situation of redressing defence and 

budgetary imbalances once again.  

The needs of defence or Canadian vital interests simply will not go away, simply 

because of public opinion. They will fundamentally change over time. Some things 

will be constant, others less so, and thus no longer important. Regardless 

Canadians must realize that the Canadian Forces require a capacity for change. 

You cannot tie their hands and tell them to deliver the same capacity as yesterday 

without making some fundamental investments and choices.  

In the end it is a fine balancing act to deliver capability that protects Canada’s vital 

interest and internal security. You cannot prepare for every contingency in the 

spectrum of the unknown. Yet this is what Canadians expect and demand of their 

Canadian Forces. So, Canadians had better be proactive and be prepared to 

contribute to the ongoing discussion if their needs are to be met and well served. 

  

 
Source: http://www.csmonitor.com/2008/1029/p09s01-coop.html 
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Chapter 6 –Rules, Players and Actors of the Game 

 

October 2008 proved to be an unusually active month for many Canadians. 

Canadians went to the polls, and a minority government was elected. Significantly 

too, the stock market took a tumble, threatening world recession. Some 

Canadians saw the value of their portfolios and savings shrink drastically. There 

was a meltdown in the American economy, that shattered public confidence.  

Finally, and perhaps more significantly, it snowed toward the end of the month. 

Ottawa and eastern Canada experienced an early major snowstorm, well before 

many of trees had lost their leaves. It was all to foreboding. The other recent time 

such a weather event occurred, well before the autumnal leaves had fallen, 

presaged the ice storm of 1998.  

There was a strange sense of déjà vu here, of pending disaster to the casual 

observer. Canada just enjoyed a prosperous 10-year span. Our economy had 

thrived following a parsimonious period of budgetary constraint, and now Canada 

was thrust once again towards a possible recession. The government of the day 

was forced to take some political action regarding the economy; that was 

unpalatable to many.  

If the past is indeed prologue to the future, then some dampeners could be 

counted regarding the funding of National Defence. Afterall, the defence budget 

still represented Canada’s single and largest source of discretionary government 

spending. Regardless, the effort to dampen defence spending was tempered 

somewhat. Canada now had commitments to operations in Afghanistan to 

2011.189  
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There was no doubt, given  the state of the economy, hard choices would have to 

be made while this commitment remained. But it was difficult for the government 

to remove funding that would impact its soldiers in the field. Regardless, it was 

neither an impossible nor unlikely outcome that, at some point, the defence 

budget would have to be reduced.  

Drastic Measure and Difficult Times 

Drastic events often called for drastic measures. We lived in an unpredictable 

time. World leaders came together and dealt with economic and political issues 

that had global consequences; that required global consensus, and with global 

action on their respective economies. Canada had a role to play too. 

All was played on the world stage where many unknowns and natural calamities 

were waiting in the wings to test the temper of the day. It may well have been 

that just there was some 10 years earlier, the great Ice Storm of 1998; another 

juggernaut would bear down in Eastern Canada in 2009. Who says that another 

storm of the century could not  occur some  10 years later? Mother nature and 

human foibles are unpredictable. 

Canadians therefore, must expect the unexpected and the Canadian Forces must 

be prepared to play a role. The creator simply does not hand out a script and says 

“Be prepared for that one. It’s coming in two years.”  It’s the unknown that besets 

Canada with problems that may have to be managed at some point in the future. 

Thus planning, time, and space are constants in the defence universe. All else are 

factors that are either fixed or variable when deriving the calculus that leads to 

defence capability.   

Constants help when formulating defence policy by the simplification of many the 

demanding questions and variables of planning, time and space. A policy 

describes ideas in action administered routinely by actors, organizations and 

processes, so that rising or declining issues are adequately dealt with.190 It is this 

fundamental element between rising and falling issues that sets a dynamic of 

tension within the organization. Some time that dynamic is as simple as the fight 
 

190 Douglas Bland, The Administration of Defence Policy in Canada 1947 to 1985, Ronald P. Frye & 

company, publishers, 1987. pg. ix 
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between the needs of the present juxtaposed to the needs of the future. It often 

boils down though, to those who have influence, if not power within the 

headquarters, to do what needs to be done.  

Nothing is ever static in the headquarters. 

Many have called Canada’s National Defence Headquarters “Fort Fumble on the 

Rideau.” Yes, it would appear to the outsider that its decisions fumble along, but 

this is a superficial view. If anything, it underscores the level of competition for 

scarce resources and, the necessary compromises that are required in delivering 

Canada’s defence capability. Consequently, many decisions are often sub-optimal, 

giving credence to the public’s perception that Canada’s defence managers are 

wastrels of the public purse. Nothing could be further from the truth. If anything, 

most defence managers are either dedicated officers or public servants devoted 

to deriving the best capability for the army, navy or air force.  

There is always a finite budget on the table that must be carved up amongst 

them. The scraps from this table fall to filling the needs of the support services. 

Nothing gets wasted. It’s simply not optimally used. Who gets what, when and 

where is all about compromise. There is no perfect solution in compromise, but 

regardless, a solution is found nonetheless.  

There was once a balance in the dynamic tension in the Department during the 

Cold War. But the 1990s was anything but normal. In fact, the onset of the 1990s 

upset the normal dynamic that created an imbalance in the normal tensions 

within the department. It came to be that some actors had more influence than 

others. It had an impact as often one process was advanced over the needs of 

others.  

Douglas Bland reviewed Canada’s defence administration in his seminal work 

“The Administration of Defence Policy in Canada 1947 to 1985”. He looked for 

explanations and a model that marked the changes within the headquarters’ over 

time premised on actors, processes, and organizations.   

Bland reflected on the problems and issues surrounding the evolution of power 

and influence in “…a static explanation based on elements in place today, or even 

just yesterday, is not wholly satisfactory unless it provides some explanation as to 
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why one actor has more influence than another or why one process is more 

advanced over another.”191  

Issues have meaning, if not consequences 

Nothing was, nor is ever static in the headquarters. Issues have meaning. It is the 

management of these issues that leads to power and influence. Getting on the 

leading edge of the wave of the pertinent current issue, is one path to career 

progression, if not promotion, that establishes a power dynamic and tension 

amongst all the leading players. Consequently, issue management was and always 

will be one key to power and influence.  

What is important and, on the table today though, may not be so tomorrow. 

Careerists learn to recognize when the winds of change have turned, when the 

current issue of the day has neither relevance nor influence tomorrow. Failure to 

recognize change may lead to a managerial dead-end and a career ending crash 

and burn. The same holds true for the failure to accept change. Sometimes life in 

the headquarters’ is a balancing act, living on the edge of a sword, one that is 

always hanging over head. So, doing what is right by the taxpayers, was often 

contentious while balancing the needs of one’s seniors to the desires of their 

political masters. 

Defence Policy is Complex 

Thus, making defence policy is a complex matter, that is subjective and 

dependent upon the program of the prevailing government of the day. 

Regardless,  the process should be focused.  Constant defence needs should be 

identified that tighten and discipline the process in an uncertain world. Arriving at 

a unified logical policy that best serves Canadian interests is difficult. Faddism and 

uni-dimensional solutions should be avoided as a panacea for resolving problems 

in defence policy making.192  
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But the processes of defence policy do not exist in isolation. They are often in 

direct competition with other domestic and world priorities.193 Sometimes the 

constants change, and so too, must defence and the policy process associated 

with it, must change as well. 

A simplified view 

Although defence policy is a complex matter, it was greatly simplified between 

1947 and 1989 because of the singular threats that then existed. The Cold War 

simplified the issue.  

The Cold War simplified all planning as it was geared toward meeting the threat 

contingencies premised on a bipolar threat assessment. This had a profound 

impact on defence establishments of the day; who geared themselves to forming 

organizations that would survive to eventually operate in a hot environment 

should that occasion ever come to pass.  

Establishments were thus structured and planned for to operate under somewhat 

constant contingencies. Therefore, the period can be best viewed as an end state 

in which defence organizations evolved over time and came to operate 

effectively, both economically and efficiently, in what was a bi-polar threat 

environment. At the same time, there was no obvious level of defence spending.  

Canada’s defence planners and managers had to come to grips and keep pace 

with the increased costs of every technological change imposed by the Cold War 

phenomena.194 There may have been no obvious level for defence spending. You 

could spend as much as you wanted and still, there was never have enough 

capability to meet all challenging threats. There was only one economy that could 

 
193 Bland, 1987. pg. x. 
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this limit is two per cent of GDP that should be a constant to provide an adequate funding base.  Notice I said a base. 

Capability is built on a base that may grow or contract as the needs may be. Perchance this is the fundamental 

difference between the views. One is inflexible suggesting there are no limits as spending may be yond your means, 

the other suggests flexibility within the determination of your means 
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sustain such an effort, the United States. Its allies simply did not have the capacity 

or economies to sustain such an effort.  

Establishing the Limit 

Although there was no obvious level of defence spending, surely there was an 

obvious limit. Such a limit was stated by the value of a country’s GDP devoted to 

its defence spending. The limit for Canada was set at 2% of GDP that was 

realistically a stable level of GDP over a given period.  

This provided Canadian defence planners with some planning stability. They knew 

how much money was on the table from year to year. Still defence equipment 

was expensive and inflation was rampant. These had impacts on how much 

Canada would or could invest in its defence capability.  

In the end though, equilibrium was established. It was measurable in the amount 

of Canadian defence capability that was eventually placed on the table. It was the 

basis of Canada’s influence in the world, that guaranteed its seat at the table in 

the councils of importance such as NATO and the United Nations.  

The Cold War established paradigms for change as well, that provided a common 

and coalesced world view. This commonality affected organizations that saw 

defence policy concepts and institutions merge with the ongoing political and 

economic realities of the day.  

Bland's work is an example of this impact. He quantified periods of change into 

Command and Management Eras that juxtaposed changing realities as they 

impacted the Canadian Defence establishment of the day.195 These changes were 

marked by concerns over control and administration, economy and efficiency, or 

planning and use of resources.  

Depending on the desired impacts of program grouping and influence concerning 

administration, economy and efficiency one observed in a period, had a particular 

influence on the concomitant defence structure and policy outcomes. For 

example, control and administration had influence on the defence organization of 

the Command era, economy and efficiency and planning were the predominant 

flavors of the management era. All these served to influence the molding of 
 

195  Bland, 1987. pg. 11 
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Canada’s defence establishment and desired policy outcomes, as ministers came 

to grips with the issues of control and the management of Canadian defence 

resources.  

Regardless of the turmoil that these created within the defence establishment, it 

was a very stable period. Sure, the establishment was moved and shaped but the 

underlying fundamentals; the size and base of Canada’s defence budget were 

largely untouched. The establishment knew from year to year where it was going. 

It had a long-term perspective and thus was able to mold defence capability with 

the resources at hand without drastic shock.  Thus, the limits to defence planning 

and spending were firmly established over time. 

Outcomes of Gentlemanly Agreements 

There was a gentleman’s agreement amongst the environments in which 

everyone took their turn in defence procurement. But there were brakes within 

the process that controlled flow. Some contend that central agencies traditionally 

pursued restraint through three strategies. First the overall budget process was 

controlled by government. Second, expenditure proposals were often subjected 

to rigorous case by case oversight and scrutiny. Third, regulations relating to how 

the work was conducted, was essentially an effective barrier to progress.  

Regulations within government programs were barriers as well that often placed 

a measure of expenditure restraint affecting input control.196 The procurement 

process was neither simple nor “rubber stamp” piece work. It often took years, if 

not decades to advance items within the major capital program. Placement and 

priority strategies were necessary. There was simply never enough money to go 

around, not only for DND,  but with all government departments.  

The procurement process forced a long-term perspective on government 

procurement and defence policy. The two went hand in hand. Policy established 

the requirements of a desired capability based on the government’s objectives; 

procurement was the means that delivered the requirements upon which defence 

 
196 Timothy W. Plumptre, Beyond The Bottom Line – Management in Government, The Institute for 

Research on Public Policy, 1988, pg. 207 
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capability was based. Defence policy, therefore established the basis of Canadian 

defence economy over a long term.  

In this realm, National Defence procurement and planning necessarily took a long-

term view, based on a 15-year planning horizon. The process was carefully 

managed to ensure that every scrap of dollars invested was gainfully employed. 

From the planners’ perspective, it was a matter of preparation to be at the table 

to take advantage of program slippage.  

Defence procurement never rolled out smoothly. Thus, the actors had to be 

prepared in time for slippage and advance a project when the opportunity 

presented itself. This allowed an orphan program to be slipped into the mix when 

the odds and available dollars were most favorable, or when public opinion 

swayed, or when an opportunity arose from the untimely demise or major time 

slippage of another packet. This was time and program management under the 

Cold War paradigm. 

Wishful thinking 

Despite the fact that the defence budget seemed large, it could not handle all the 

many competing demands for new equipment and technology. Many projects 

were desired but many lacked funding. The proportion of supported to 

unsupported projects (meaning no project approval –unfunded) was akin to the 

tip of the iceberg. The tip, that being the funded portion of the Defence Services 

Program, was the visible and public portion of the iceberg. On the downside, the 

base of the iceberg, the unfunded, was large.  And like an iceberg that rolls, an 

unfunded item could just as suddenly come to the surface and be funded! 

Demand within the Defence Services Program was likely 10 or more times higher 

than what is visible on the surface. Military capabilities evolve, change, or become 

redundant. They place an undue pressure for change within the DSP. This was the 

Cold War legacy that would come back to haunt the department in the 1990s.  

There was pent up demand within the Defence Services Program that was held in 

check by the size of the defence budget. It essentially forced a discipline amongst 

all the players. They all at one time or another, learnt to share resources and take 

their turn. It also forced many to be prepared to take advantage of the moment.  
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Once a project received approval though, it did not necessarily mean that there 

was also money in the budget to move it along. In fact, it was a long drawn out 

process that forced annual reviews to determine relevance, currency, and need.  

Regardless, if a project was important enough, money would eventually be 

diverted over the long term. So, this was a controlling mechanism that prevented 

needless waste. It became a game. The masters of the game moved up the ranks, 

in a framework from which success or failure could be measured in power and 

influence within the department. But it also provided stability of process. 

It was a happy rut. People felt comfortable because the rules and parameters for 

change were well known. The process was constant. The life lesson for many, was 

to figure out, and understand the process, to take advantage of a developing 

situation. In the end, the aim of the game was to develop capability that best 

served the interests of an environment, a department and the Canadian taxpayer. 

The rut was about to be upset after 1993. 

The game was about to change  

National Defence was not the only department trying to find its way in this 

regulated environment. Timothy W. Plumptre’s book published in 1988 “Beyond 

the Bottom Line – Management in Government”  was an attempted to explain 

the running of government and its relation to the public service. It was very much 

a complimentary work to Douglas Bland's “The Administration of Defence Policy 

in Canada 1947 to 1985”. Each in its own way was an analysis and insight into the 

administration of government operations.  Plumptre’s work was a well-respected 

tome found to be in the possession of many who aspired to the highest ranks of 

Canada’s public service.  

Plumptre’s ideas on the operations of government and the relation of the public 

service to government, so had a broad following and readership. It is worth noting 

that Plumptre conveyed several important messages. He observed numerous 

business critics of management in government who were urging greater 

autonomy for public service managers through deregulation of authority and 

privatization.197 But Plumptre warned that their desire was not consistent with 
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the political setting. He contended that the concept of management in the public 

sector was widely misunderstood.198 

Plumptre wrote his book from the perspective of managing change for the next 

crop of “wannabe” senior executives. He contended that change from within was 

necessary. His concern though, was with the constraints to management in the 

Canadian Public Service, that existed then in the early 1980s. They were199: (in 

part/ his words) 

- The cost of present regulations represented 20 to 30% in unnecessary 
overhead that added to program costs 

- Origin of regulations rested with central agencies and specialist staff 
groups not with managers  

- many evaluations and audits pointed inefficiencies, a lack of value for 
money, and that managers resented implications it was they who were 
blameworthy for something in which they had no choice 

- savings achieved through regulations often were out-weighed by their 
costs 
 

The public interest was not served by forcing managers to jump over pointless 

hurdles. A new paradigm was required. Overhead had to be reduced by 

implementing legitimate rules or eliminating redundant constraints. Anachronistic 

or counterproductive regulations had to be discarded. Surely there was more 

than one way to operate the machinery of government.  

But Plumptre knew that businesses can be made more efficient than government 

because their goals were simpler than government. Businesses had an authority 

structure that was simpler too, being only responsible to themselves or 

shareholders, while government was much more complex with intertwining 

responsibilities and accountabilities.200  

Despite his optimism for change Plumptre warned “Governments should be 

careful not to import myths from the private sector as models for their own 

policies. Effective managers need to understand the operations under their 

control; their effectiveness is greatly enhanced by hands-on operational 

 
198 Ibid Plumptre, pg. xiv 
199 Ibid Plumptre, pg. 218-219 
200 Ibid Plumptre, pg. 219 
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experience and by personal contacts, which they develop through sustained 

experience in a specific policy field or industry setting.”201 What Plumptre tried to 

do, was to argue a necessary case for change, but the case for change that had to 

be managed from within. Moreover, a simplified regulatory governmental 

process was required in order to do so! 

The Hopes of Re-election 

Yes, the task ahead was difficult. Many government organizations had already 

been through turbulent times in the preceding two decades, hoping to come to 

grips with the demands of politicians, in their on-going drive for economy and 

efficiency, in the delivery of government programs.  Staff morale was an issue 

that had to be dealt with.202  Plumptre  reminded his readers that this drive was 

premised on re-election of ministers. It was all based on the appearance of a job 

well done.203 Ministers worried about re-election. Public servants do not. 

Plumptre cites a concern with staff morale issues. A staff morale problem may 

have been due in part to the actions of deputies of departments. Many often did 

not identify very strongly with their role as institution builders while serving their 

political masters.204 Their public service values may have been at odds with those 

of their political masters. 

Many government departments also lacked any sense of vision. Vision was 

necessary for building and sustaining an institution. A vision was also a view of the 

future.205 Vision gave staff a direct sense of involvement, and management a 

direction for the way ahead. It also served as an important touch stone. This 

touch stone instilled in the staff a sense of their necessity and a  “feeling of being 

at the active centres of the social order.”206  

Underlying the problem below a political level, was in Plumptre’s view, that a 

serious problem in public service culture existed, which did not attach high 

 
201 Ibid Plumptre, pg. 385 
202 Ibid, Plumptre, pg. 285 
203 Ibid, Plumptre, pg., 171 
204 Ibid, Plumptre, pg.  386 
205 Ibid, Plumptre, pg. 379 
206 Plumptre cites: Warren Bennis and Bert Nanus, Leader – The Strategies for Taking Charge, (New York: Harper 

& Row, 1985), pp 82-109 
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priority to leadership or management of its people.207 He saw that managing 

through vision could be used as a tool that built confidence in subordinates, to 

either lead or follow change, within the framework of the general direction of 

managerial vision.208  Vision was viewed as a focal point for inspiration and 

motivation that instilled in its personnel a sense of purpose and clarity of 

direction.  

All was not rosy though. Plumptre also forecasted, that departments with 

complicated, conflicting mandates, and multiple policy interests, would be 

difficult organizations. The multiplicity of interests would make it so. It would be 

difficult to instill any sense of coherent direction in such a management 

environment. A department thus structured would be very hard to lead 

effectively.209 And to no surprise, National Defence was, and continues to be, such 

a department! 

Managing the Bottomline 1988 

The task of the private sector to manage to the bottom line is difficult enough.210 

Plumptre reminded his public-sector audience, that there was no bottom-line to 

managing the public sector, unlike the private sector. Public-sector uncertainties 

were more prevalent than business. Its relations more complex.  

The problems facing the public sector were more difficult, and mistakes for the 

efforts or lack thereof, were often exposed to criticism in the court of public 

opinion. As such, defining success was a great deal more difficult and complex. It 

was the multiplicity of objectives demanded by many clients, which led to the 

possibility of many views on what constituted results.211  

Plumptre contended that there was too much emphasis on adoption of business 

practices in government institutions. Business practices were not a guaranteed 

receipt for success in non-commercial organizations.212 This was the prevalent 

view of government and the public service in the 1990s. Regardless, questions 
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were eventually raised, why some services and programs were situated in the 

public sector in the first instance.  

Plumptre wished to address the naivety of many, who questioned the value of 

public service institutions even if well run, premised on a private sector model. 

The work of government is different from the work of business. Therefore, one 

should not readily assume that “business practices consistently provide a model 

worthy of emulation in the public sectors.”213 

Despite Plumptre’s warnings and views on public service management, they 

would not sustain the test of time. His views were all water under the bridge after 

1993. A new management paradigm was about to be introduced. Plumptre’s 

paradigm and demand for change from within would come to be viewed as 

anachronistic and merely shaving the ice cube.  

Shaving the Ice Cube 1993 Onwards 

Canada’s economic situation demanded drastic action after 1993. Plumptre’s 
theme on excessive overheads would be used as the bellwether for change. There 
was a great  demand to right-size government, to deliver services alternatively, 
and for the outright privatization of many tasks without due regard to Plumptre’s 
prior warnings at the time.  
 
In fact, it was the cost of the overhead and the limited value of savings; pegged at 
30% at best from Crown Agencies and others, that would spur the government to 
seek dramatic savings in future. A benchmark was set at 50% savings or better. 
Anything else was considered merely shaving the ice cube.  Again, government 
ignored the inherent warning implied in Plumptre’s statement that “ savings 
achieved through regulations often were out-weighed by their costs.”214 
 
New rules of the game were set for the public service, which were new and 

unfamiliar to many. Plumptre reminded his readers that “Government policies 

and program regulations are framed in language where each word may carry 

huge implications.”215 These words are framed in various acts and legislation. 

 
213 Ibid, Plumptre, pg. 49 
214 Ibid Plumptre, pg. 218-219 
215 Ibid, Plumptre, pg. 303 
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Legislation remains the fiduciary framework within which the public service 

conducts its operations to this day.  

The new government did little to change the regulatory framework (see Chapter 

3). Consequently, any efforts made by public servants were, in the end, to be 

limited, perhaps no more than 30% savings at best. There was no winning to 

meeting this unrealistically set benchmark. The nature of the political process, 

which Plumptre postulated profoundly, affected context and outcomes of 

management in the public service.  

Businesses could indeed be more efficient than government. But their goals are 

seemingly simpler, and their authority structure, less cluttered.216 Management in 

the public service was not about managing administrative trivia toward a bottom-

line, but providing services desired by Canadians, sometimes without regard to 

cost.217 Defining success in Plumptre’s view was thus difficult and complex.218 The 

implementation of business practices were never a guarantee of any measure of 

success in the delivery of public services. 219  

New Think 

Public servants work in a framework that is supposed to protect the public 

interest; which ensures taxpayers’ money is not wasted nor fraud perpetrated.220 

And yet the government was about to embark down a different path, in the hope 

that it could achieve considerable savings for re-investment in government 

programs, and for out-right cost avoidance. Few remembered Plumptre’s work in 

the context of the need for management from within. The private sector, through 

private public partnering, was to be the saviour of the Canadian economy.  

This view certainly opened a whole realm of expectations. First, there were 

expectations of the private sector. No private company conducts business 

because it is a charitable, altruistic organization. Rather its ends are quite 

 
216 Ibid, Plumptre, pg. 343 
217 Ibid, Plumptre, pg. 4 
218 Ibid, Plumptre, pg. 43-44 
219Ibid, Plumptre, pg. Pg. 48 Business practices do not provide a guaranteed receipt for success in non-commercial 

organizations 
220 Ibid, Plumptre, pg. 212 
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simple...profit and increasing shareholder wealth. Second, expectations were 

raised amongst the senior management of the public service, blatant careerism.  

Senior management was divided along two lines, old think – the dinosaurs, and 

new think- the innovators. Those who wished to ascend in the upper stratosphere 

of mandarin power embraced change and entered departments with messianic 

fervor. This fervor then percolated down through organizations to upper middle 

management; who were set to impose the new political will by downsizing, 

outsourcing, or downloading functions to advance their own prospects.  

Our future looked bleak at the coalface. The prevailing public service culture at 

the time, did not place high priority on leadership or management, particularly of 

its people.221 People were viewed as the source of the problem. They were simply 

becoming too expensive and there was too many of them. The government took 

this opportunity to divest itself of what seemed to be deadwood. There was no 

place for people in the new order.  

Change was coming, and it had to be done quickly. Speed was of the essence. Few 

wished to consider change in the context of Plumptre’s work. His book, on the 

management of the public service, had valuable lessons in it, but senior managers 

took little heed . Plumptre did not lay his thesis out overtly in the context of 

Bland, who postulated change, based on the dynamics of actors, organizations, 

and processes.222 His audience had to derive the essential framework for 

themselves. But Plumptre’s themes were clear: 

1. Rules 
a. rules and structures of federalism provide the context for public sector 

management,  
b. autonomy for managers and deregulation of authority was difficult 

within the political setting  
c. Public servants’ function was set within a regulatory framework 

designed to protect taxpayers’ money and to prevent waste and fraud. 
 

2. Management 
a. the public sector must manage where there is no bottom line 

 
221 Ibid, Plumptre, pg. 380 
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b. management is fundamental to organizational performance 
3. Processes 

a. Private sector business practices do not guarantee success in non-
commercial organizations. 

b. Emphasis on adoption of business practices obscures why services are 
situated in the public sector in the first instance. 

c.  The public interest is not served by anachronistic or 
counterproductive regulation and practices 

4. Clients-Stakeholder 
a. Public perceptions of the merit and relevance of programs is 

fundamental to client relationships and taxpayer interest. 
b. The political process affects the management of the public service. 

5. People 
a. Are resources who need to be valued  
b. People require motivation, a sense of purpose and clarity of direction 
c.  Confidence in subordinates’ is instilled by managing through vision 

that places an ability for them to find their own way within the 
framework of general direction. 

6. Expectations 
a. be careful not to import myths from the private sector as models for 

government policies 
 

This framework is suggestive of a way ahead for government renewal. 

Regrettably, it was a path not taken. It was also one benchmark that could have 

been used to ascertaining outcomes. The subsequent renewal effort could have 

been measure based on the simple framework of: 

- Rules 
- Management 
- Processes 
- Clients-Stakeholder 
- People 
- Expectations 

 
Instead, the government of the day embarked on a renewal program of its own 
making, based on its own perceptions, and it was implemented by purveyors of 
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change, from both the Public Service and Military/Defence establishments. A case 
in point, was the alternate service delivery of military pay services.  
 
This process was a trying test for all involved, that was thankfully deferred but not 
without some pain and damage to staff morale and loyalty. It was a process that 
would have tested the theory of providing pay services alternatively, whose 
consequences and outcomes may have presaged and forewarned the government 
concerning the issues now found so clearly evident in the its Phoenix Payroll 
system! 
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Chapter 7 Alternate Service Delivery 

The Cold War generated an arms market for what was known as  the military 

industrial complex. That market soon dissipated upon the conclusion of the Cold 

War. There had been a dramatic contraction, as nations reduced their defence 

budgets. Many wished to attain the ends of  a “Peace Dividend” for economic re-

allocation.  

A major restructuring of defence services was required that greatly impacted the 

military industrial complex, who saw its markets, revenues, profits, and future, 

plummeting like a lead balloon. The military industrial complex and governments 

foresaw the need  to re-invent  the industry, if it was to remain relevant and 

profitable. Governments knew that there would always be a need for the military 

industrial complex.  

The military industrial complex had to  transform itself to more civilian like and 

competitive activities, if they were to somehow survive and remain relevant in 

the post-Cold War era. The  core capability of a military industrial complex was 

still required. One never knew if there would ever be a need to reconstitute this 

industrial base, in the event of an emergency. 

So, ways and means were sought to provide opportunity for  the military 

industrial complex. Alternate service delivery (ASD), outsourcing, and private 

public partnering became the sops to industry for this re-adjustment. The “Peace 

Dividend” could then be deducted from military budgets, while money was 

diverted elsewhere and an opportunity for the military industrial complex was 

provided. 

One particular sop offered in Canada, was a proposal to outsource its military pay 

system. It was one amongst several other DND projects cast in the same vein as a 

potential for ASD. Military pay was viewed as an unnecessary adjunct to military 

capability. It was viewed as anachronistic and  as an excessively expensive activity, 

and could be best performed outside of DND.  

Considering the declining defence budget, the department’s senior managers 

wanted it to go out the door; and quickly, especially if the private sector saved 

50% on the operation of military pay services.  Not surprisingly, the private sector 
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did express an interest in  participation in the  Alternate Service Delivery of the 

military pay system.  

First though,  the military pay system was reviewed for its total cost. It was 

assessed as an inefficient delivery system right from the outset, setting the public 

tone for its devolvement to the private sector. Initially, it was found that military 

pay services cost $31 per member per pay on a full cost basis, or $55 million per 

annum at the time.223   

These parameters were initially established in 1994. It was erroneously reported 

that this was the cost of delivering an individual pay cheque to the bank accounts 

of serving members. That was not the case at all. That cost represented the total 

cost of the function required in the detailed administration of military pay records 

and administration. There were legal requirements in law; both current and 

historical, that made pay administration an extremely expensive function. But the 

confusion and obfuscation on costs, left an indelible impression in the media, in 

which no one defended, corrected, or clarified the breakdown or necessity of 

those costs. Military pay was always cast in a negative light, making it very easy to 

justify its removal and outsourcing the requirement. 

In the meantime, steps had been taken, and costs were subsequently revised 

downward through economies by 1997. The cost of delivery  was reduced by 32% 

based on a new cost found to be, $21 per member per pay or $32.8 million on a 

full cost basis. 224   The latter costs were used to establish this Departments most 

efficient organization (MEO) costs.225 Had the department pursued further 

internal efficiencies to achieve its MEO, an additional $8 per member cost savings  

per pay was possible. The bottom-line full cost could have been moved downward 

to $12.7 million per annum. This additional savings could have been achieved 

simply by eliminating redundant personnel overhead and civilianization of military 

positions.   

 
223  Military Pay Services Study Report December 1994 

Director General Audit Report - Regular Force Pay System. (7052-10 (DGA) 11 May 1995) 
224 Director of Costing Services. Debrief and written Report delivered to the Director of Pay Services 25 Mar 97. (D 

Cost S Spreadsheet file CCPS.XLS 6 Mar 97) 
225 Madigan, G.D. The Military Pay System - Defining the “Most Efficient Organization”. DAPPP Future’s Team 

Report. 10 Jun 97. 
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This defined the military position but what of the private sector? What was their 

threshold to attract their interest to consider an opportunity?  

Perceived high costs of military pay, made it seem to be, a very profitable venture 

for someone willing to take it on and reduce the department’s cost. The 

department’s perception was that industry could take it on and do it more 

cheaply. Moreover, it was a long-term commitment with DND that would prove 

difficult to sever once a contract was let. Money would flow in continuous 

streams, if that market could be captured by one lucky vendor. These factors 

made it difficult to arrive at a fair and honest assessment, whether to retain or 

devolve the system. It was a foregone conclusion that the die was set for 

devolution. 

Interest Sensitivity Analysis 

A twofold sensitivity analysis was conducted by the author at the time in an 

attempt to sound out market interest for such a venture. The first analysis tried to 

ascertain the financial boundaries of market interest. The second analysis 

described the market power inherent in a payroll system. There were unseen 

opportunities inherent in the alternate service delivery of pay services that were 

not being considered. Some parameters may not have served the public or 

member’s interest. 

Private concerns are profit motivated and are very sensitive to market forces and 

opportunities. The aim of a private concern is to maximize the return on 

investment for the benefit of its owners and shareholders. A private concern does 

not as a rule invest capital without first assuring that risk is reasonable. They must 

ensure that a positive return on investment will accrue, if not presently, at least 

sometime in the future.   

In the consideration of alternate service delivery, the department not only had to 

understand the nature of its business but also its inherent costs. These had to be 

juxtaposed to an assessment of what the private sector could deliver in business 

and costs. What were their strengths and weaknesses? More importantly what 

were the long-term interests? What was the market? Most studies in this area 

tended to rely on descriptive statistics.  Other factors and influences tended to 

shade the analysis. There was very little information available to express the 
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situation in economic terms in which dollars, lead to conclusions and common-

sense decisions.  The field was limited to general estimation studies. 

A technique employed by Agapos was used to estimate existing market boundary; 

hence, economic interest. The analysis used Agapos’s general estimating equation 

of II = II (D, W, R., and t) where:226  

II   = a measure of company profitability 

 D = National Spending 

 W = a dummy variable (1,0) representing war 

 R = a dummy variable (1,0) representing government regulation of profits 

 t = a time trend. 

 

The analysis was limited to the four respondents who replied to a departmental 

“Request for Information (RFI)” on Alternate Service Delivery of its military pay 

system. Great lengths were taken to ascertain the fair value of the variables used 

in this analysis. Information was pulled from published annual reports of the four 

respondents. The measure of company profitability was used for all four 

respondents. This provided a rough order of magnitude figure for a broad and fair 

comparison of interest.  

On the department’s side, the data for national spending was limited to the 

resources solely devoted to providing military pay services, that were pegged at 

$32.8 million per annum as stated in the “RFI”.  That specific value defined the 

 
226 Agapos, A.M. 1975. Government-Industry and Defence: Economics and Administration. Alabama. University of 

Alabama Press. Annex B pg133-143.  

 Sandler, T. and K. Hartley. 1995. The Economics of Defence. Cambridge Surveys of Economic Literature. 

Cambridge University Press. pg. 198. 

The formula presented by Agapos in his original work was geared to the identification of industry profits via a linear 

algebraic model. This contrasts with the formula provided by Sandler and Hartley, which suggests that there is a 

function, based on a set of variables from which one could derive the unknown.  As the profits margins are known, a 

model was derived by the author to estimate the cross tabulate impacts of the dummy variables W, R on the Defence 

budget allocated to military pay overtime. The current level of $32.8 million was selected. but this estimation should 

be re-iterated every time the baseline changes to re-assess the impacts to the market demand curve. This analysis 

must be considered in the vein as “Rough Order of Magnitude” given the limited data available.  

 

However, the model is a reasonable marketing approach in measuring market demand. It is based on a “Chain Ratio 

Method proposed in Kotler, P and R.E. Turner. 1979.  Marketing management - Analysis, Planning and Control. 

Canadian 3rd Ed.  Prentice Hall of Canada Ltd. Scarborough Ont. pg. 145.   
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boundary of this market niche and the value of the opportunity. A time trend of 

five years was selected, which was based on the average length of a service 

contract before re-tendering.  

A special comment on the dummy variables must be stated here.  The variable W 

represented the risk of War. Business is war.227 Competition pits one competitor 

against another for a specific price resulting in power, dominance, and influence. 

So, business is indeed a form of war. The dummy variable of R represents the 

government’s regulation of profits through taxation and other administrative 

means.  

These categories were broken down into low risk (.33), medium risk (.66) and high 

risk (1.0). A matrix model was constructed. Risk points were then assessed by 

cross tabulating data with the general formula provided by Agapos. This model 

then derived the potential profits on a percentage basis that existed under 

various points of risk.  

Profit is based on a principle of net income; in which total income is deducted by 

expenses. Profit must exceed all company expenses and is a residual for 

distribution to shareholders, investors, and re-capitalization. Consequently, a 

company’s operating expenses must be covered which is also an expression of an 

economic interest. An interest boundary may be constructed, representing the 

points within which the company will participate in an economic venture, or 

beyond which it shall withdraw, as economic rents no longer generate profits. 

These boundaries can be created by factoring the points for total revenue.  

Having established the private sectors economic boundaries, a comparison was 

made to the buyer’s interest boundary represented by his ability to pay; i.e. price. 

The price of the current system was $32.8 million and could have been adjusted 

downward to $12.7 million on an MEO basis. Therefore, the intersection of these 

two points between the buyers and seller’s boundaries represents a decision 

point on whether it made sense to retain or divest a capability. 

Private sector interest generally depended on the amount of money that was on 

the table. The project required a decent profit point based on the general 

 
227 Op. Cit.  J. Treddenick Oct 1996 
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revenues to be gained. There were four private sector vendors, split into two 

company types, who may have wished to pursue the opportunity.  

All market interest was  based on the dollar value of the package. Two companies 

would likely have had an interest in a low-end market value; somewhere in the 

range of $25 -$35 million per annum. While the remaining  two companies would 

likely have had an interest in pursuing a package at a higher end of the spectrum 

at $50 million per annum.   

This presented an interesting conundrum for the department. There were two 

broad bands of market interest. One end of the spectrum lay on the edge of what 

the department already incurred as an annual cost. If the department pursued an 

MEO, that effort would render the opportunity virtually unprofitable to the 

private sector. The logical conclusion then, was that achieving success for this 

particular ASD project was highly unlikely.   

On the  one side of the coin, if  ASD was pursued to its fullest, the project would 

have been costly to the department, who would have had to pad the account as a 

cost-plus contract. A cost-plus contract was a means to make a project, viable, 

palatable, and profitable for private sector undertaking. The method was a cold 

war hold over prevalent in the United States, that proved costly for some who 

undertook many government projects on such a basis.  

On the other side of the coin, the MEO line was unprofitable for the private 

sector, who would have to assume the project as a loss leader. There only hope 

lay in the potential for other work, or as a bargaining chip for a better contract in 

the future. This would have been advantageous for the private sector vendor, as 

the department, by this time, would have been committed, as it had  divested all 

its required assets. There would be no plan B or fall back position if the project 

was either costly or failed.  It was a dangerous game but still the department 

pressed on with the consideration. 

The second edge of interest lay beyond consideration of the department’s current 

operating costs or legal statutory requirements or obligations. There really was 

not much money in the venture at all from the private sectors point of view. So, if 

there was no money on the table, where was the opportunity for profit? There 

were in fact many, but these most certainly would have been in the vein of a cost-
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plus contract, or offsets elsewhere that weren’t necessarily within the scope of 

the government’s aim or that served the public interest. 

Rules & Processes – an obstacle for change or opportunity for gain? 

Military pay is a rather unique product, a special market niche. Most companies at 

the time assumed that it could easily be simplified, and that their products 

modified to meet the department’s needs. But military pay was not something 

you can easily fit into the standard industry model.  

Most pay and benefit products were geared to managing global or group 

contracts that were modified and adjusted to fit the clients’ needs. The unique 

thing about military pay was, each individual member represented a unique 

contract. It was very possible that every serving member could be paid differently 

and therefore uniquely.  

The difficult part of military pay, and an impediment to achieving efficiency,  were 

the requirements hidden in benefit administration. A common warning was 

ignored. Simply, if a 10 per cent custom modification of a commercial package 

was required; it was more beneficial to develop or retain an in-house system.  

The way ahead for movement to a private sector solution then, was largely 

premised on a simplification of the rules to reduce the customization 

requirement. Regrettably this was not to be. A case was made to the Director 

Compensation Benefit Administration at the time. He politely listened.  Then he 

reminded the plenipotentiary for change, that DCBA was in the business of 

developing benefits for the members of the Canadian Forces, not the 

simplification of rules.  

De facto then, a contractor or computer service would have to contend with the 

existing rules. It would be a matter of “them adjusting to us.” 

It must be noted that the military pay system evolved through many influences 

from 1964 to the present day. The result of the influences over the years had 

impacts on the evolution of the military pay system. It has not been without trials 

and tribulations. The history of the military pay system was a microcosm of the 

evolution of the Canadian Forces, where through many subsequent budgetary 

demands and projects to revitalize and or attain efficiency, a series of changes 
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were effected through government renewal efforts. These changes all moulded 

the system,  and were now bound one way and or another in the department’s 

legacy pay system.  

History has Impacts 

A historical review illustrates the evolution of the military pay system from 1964 

to 1999. Change was due in large measure by cleaving the pay function from 

personnel administration. It was absorbed under the Department's finance 

function in 1972.  

The separation of what was once considered an administrative process, its 

subsequent transfer to a financial process, was by no means clean or complete. 

Every pay system was based on a set of human resource triggers that generates or 

formulates a pay transaction. The true finance component was simply the 

calculation of a gross to net payment once all the human resource factors have 

been delivered to a finance engine, application, or organization.  

The delivery of the human resource component was usually a process exterior to 

the finance function in most organizations. But the military pay system 

internalized many of the "Human Resource" triggers within a “traditional” finance 

organization. 

 There was a move to consolidation of functions back in 1972. There was a hope 

and promise made that computerization of many functions would lead to 

economy and efficiency. The effort to do so, simply failed because of insufficient 

funds and expertise required to develop that computerized multifunctional 

system within a limited budget.  

The department was forced to concentrate on the prime financial function of a 

pay system. It failed to deliver on the total promise of some desired components 

of the system.  Left aside were the human resource, audit and finance 

components of the computer application promised back in 1972.  
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The military pay system evolved internalizing 55% of coding specifically geared to 

the finance function of a pay engine while accommodating 45% of coding to 

accommodate the "Human Resource" triggers.228  

It became evidently clear that the military pay system was not just a simple gross 

to net ledger bookkeeping system. It was a complex finance and human resource 

system by the nature of its evolution since 1964. And based on the Director 

Compensation Benefit Administration’s point of view on rule simplification, there 

would be a continuing requirement to maintain both the human resource and 

benefit and finance elements that were inherent in the system. Truly a private 

sector solution would have to be geared to the department’s needs. Change 

would not come easy or forthcoming in the short term. 

Elements of Risk 

There was a risk to operating in this niche market.  Operators may wish to leave a 

niche once all the economic rents have been extracted or they may be displaced 

by other innovators, competitors, and new entrants on contract renewals.  A 

buyer entering a niche market must be prepared to revise, regenerate or re-tool 

with the periodicity of the market as the niche and players change.  

This was exceedingly difficult given the number of players in DND who had an 

interest in military pay.  The frequency of change was unknown at the time. But 

given that the software and hardware sectors of this economy appeared to 

require frequent revision and update at least every 18 months.  A buyer and 

contractor had better be prepared for constant adjustment to meet the 

requirements of future changes and upgrades. It required an intimate working 

and operating relationship; that possibly might entail the loss of some control or 

funding of unique non-contracted costs from the department in the management 

of change. 

If this was a difficult case, why would anybody be interested in taking on the 

challenge? There were 63000 Regular and 31000 Primary Reserve force members 

employed and on the books of the Department of National Defence's military 

payroll at the time.  Military pay and allowances totalled $3.1 billion annually.  
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Approximately $2.8 billion was devoted to the payment of Regular force while 

$300 million devoted to the Primary Reserves.229   

Opportunity Hidden in the Details 

The elements of Regular and Reserve Force pay suggested possible areas for 

profit or gain found in opportunity hidden in the details. There were two aspects 

to this opportunity.  One was the opportunity cost of funds (interest) that may be 

required on deposit for the delivery of a component and to offset the costs of 

operating a system.  The residual would likely accrue to the provider.  The second 

opportunity was the hidden value of the information contained in a database.  

These opportunities were significant. 

The opportunity for the use of the Department's money was easily estimated.  

The distribution of a government payroll must always be backed by a financial 

instrument.  This instrument must be cleared through the financial sector where 

the funds for individual accounts are subsequently distributed.  The then process 

required that DND close all records, produce electronic funds transfer, and then,  

pass these to Public Works Government Services of Canada (PWGSC) by specific 

cut-off dates in order to process pay to individual bank accounts.  The cut-off date 

was normally three to five days in advance of a military pay day.  The opportunity 

to a commercial enterprise was the additional profit that may be generated as 

these funds remained on account, while the instrument was in the clearing 

process (Table 2). 

The Department's current military payroll is phased for distribution on a semi-

monthly basis.  The value of the military pay was approximately $40 million (net 

pay only).  This equated to an annual payroll of $960 million paid to members.  In 

 
229 Canada. National Defence . “Resource Management Information (RMI) System  

 Total  Strength And Strength Changes Summary - DPIS 2-3. 30 Apr 1997 

 Canadian Forces Reserve Force Profile. DPIS 2-3. 30 April 1997 

 Summary of Parliamentary Vote 1 . 05 May 1997 

 Military Pay & Allowances MSA 01A . 5 May 1997. 

 LFC Reserve & Rangers Pay & Allowances. MSA 01B. 5 May 1997 

 ADM (DIS) Primary Reserve - Pay & Allowances. MSA 01D. 5 May 1997 

 MARCOM Primary Reserve - Pay & Allowances. MSA 01E. 5 May 1997 

 AIRCOM Primary Reserve - Pay & Allowances. MSA 01F. 5 May 1997. 
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addition to the member's regular banking requirements, member's financial 

obligations were also met through an internal and unique allotment system.  The 

value of allotments was more than $600 million per year.  

The total of these two provided a potential supplier with a $1.5 billion deposit 

base (net military pay alone -civilian pay is separate) upon which it may 

potentially draw interest.  

The potential lost interest to the Department on a semi-monthly basis, an 

opportunity cost from funds held awaiting deposit, was estimated to be $53 

thousand per pay period.  The Department currently did not draw this cost from 

PWGSC who are mandated on behalf of the Government of Canada to provide 

this service. The potential annual interest cost for cheque cycling was in the order 

of $1.3 million.  This represented a lucrative opportunity for profit in the market 

to anyone who won a contract. 

Regardless, apart from the preceding opportunity of managing the military pay 

system, there was money to be made in many other fields of endeavour. The 

project lent to other opportunities notably in human resource consultation, 

management consulting practices, information management, technology 

acquisition, banking services, and computer consultancy to name a few. The 

department would have been required to deal, utilize and coordinate with these 

as it would no longer have significant capacity to do the job from within. It would 

have all been outsourced! 

The second opportunity of a military pay system was found in the information 

inherent in the system. A pay delivery system must contain a transaction file and 

a database.  A database contains a wide variety of information which may be of 

inestimable value to a private sector concern.  It holds much seemingly mundane 

but valuable information. Gross to net calculation, addresses, service or social 

insurance numbers, deductions, allotments and other elements all have some 

value. 

Information is both sensitive and valuable 

This information is easily extracted and combined, so any commercial firm with an 

enhanced individual or demographic profile, can utilize or develop it for 

commercial use.  Demographic trends have value for commercial products in 
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secondary markets such as insurance, real estate, and other markets.  A 

partnership with a commercial firm could easily provide a firm with direct 

extraction access to utilize the information for profit. 

The use of the Department’s information  also has military implications. This 

seemingly mundane information is valuable to agents employed in military and 

strategic intelligence. The data provides valuable insight on location, numbers and 

strengths of military units. 

It also has value on a commercial basis. A military pay delivery system requires a 

notification of entitlements to its client base.  This notification may either be an 

electronic or a manual format.  This is another opportunity for a commercial 

vendor to "stuff" an envelope or create a screen for commercial use and 

advertising.  This secondary source of income may be more profitable to a firm 

than the actual direct operation of a military pay system.  The "core" product may 

in fact be a "loss leader" solely for attracting the business. It must go somewhere 

and be delivered. But the concentration of mail delivery and change of that 

concentration may also be an indicator of military effectiveness and preparedness 

that could be bought or sold. 

The conclusion is that there is economic power inherent within a database of any 

kind.  Although there may be restrictions on the use of information as provided by 

the "Privacy Act", "Access to Information Act", and other legislation, there are no 

guarantees that a commercial enterprise would honour these once the 

information left the boundaries of the buyer's premises.  In fact, the vendor may 

provide the buyer with a business case to use the information to sweeten the 

deal.   

Such a case was found in the Province of Ontario.  The province entered a 

partnership for the operation of its "Registry of Deeds" with a commercial vendor.  

The vendor was given the commercial rights for the use of the government 

database for commercial application to offset the costs of delivery of the 

partnership.230 

 
230 Art Daniel’s  Province of Ontario. On Public-Private Partnership  Relations . Panel Discussion 26 Nov 96. Fourth Annual Meeting of The 

Canadian Council For Public-Private Partnerships. The Hon. Donald Macdonald. Chairman. Toronto, Ont. in which Mr. Daniel’s made 

specific mention “ Business data” was public information available to anyone ready to pay  for it”.  He also mentioned that there is an ability 

to link the data. The case of Registry of deeds was made mentioned  and the extraction of information for furnace renewal, home repairs etc. 
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The Outcome 

In the final analysis, the Department decided to defer the pursuit of alternate 

service delivery of military pay in March 1998.231 There were many reasons for 

this decision. But the prime reason was that there was not enough money on the 

table that would be of interest for the department and private sector to pursue 

this object.  

The residual value of the military pay system was so low that it would require an 

additional investment of new money. The depreciated value of the military pay 

system was estimated at approximately $5 million. The market interest was closer 

to $25 million. The department opted to pursue an MEO.  

The Department finally woke up to an obvious conclusion. The projected savings 

from the business case, had already been garnered and employed elsewhere. This 

meant that to pursue the case of alternate service delivery of military pay 

services, the department would have to pony up the funds from somewhere 

within the defence budget. Surplus funds simply did not exist. 

But the case goes much deeper than lack of funds. The reasons are obvious when 

tested against Plumptre’s framework of: 

- Rules 
- Management 
- Processes 
- Clients-Stakeholder 
- People 
- Expectations 

Rules- It’s never easy 

In the matter of rules, it was obvious from the case made above that a transition 

to the private sector would be difficult. There was no fundamental desire to 

 
231  Internal correspondence. An Email from DAPPP to Maj G Madigan@DAPPP5 re: ASD Military Pay 16/03/98 

16:12. This document refers to a conversation and administration pertaining to a notice that was placed on MERX 

advised the private sector of the nature of the deferral of the ASD consideration. (serial 3) 

Copy of a fax transmission sheet sent to each respondent to the solicitation placed on MERX that was used to advise 

them that the project had been deferred at that time. (serial 3) 

mailto:Madigan@DAPPP5
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simplify the rule base that existed for the compensation/pay regime. In fact, it 

was more likely to grow rather than diminish.  

Rule simplification had been tried at the instance of the Unification of the 

Canadian Armed Forces. It was an onerous and impossible task where at the end 

of the day, defence administrators simply gave up and created an amalgam of 

rules from the pre-existing Tri-service Kings Rules and Regulations for the army, 

navy and air force. They blended all these rule sets into a new and single Queen’s 

Rules and Regulations Volume III. It was an expedient that served to protect the 

members from lost benefits and that recognized the conditions of service were 

unique within each environment in the newly unified Canadian Forces. 

A regulatory framework was thus enacted under the rule of law. Any 

simplification would have required intervention by Parliamentarians to adjust the 

framework as it was legislated. This was not the public service purview. 

Movement to a new simplified pay regime would have required the enactment of 

new or amended legislation that would have taken time. It was not in 

Parliament’s pleasure to address the issue at the time.  

So, public servants like gerbils in a cage, spinning their wheels, going nowhere 

fast, could not expedite the government’s program as it wasn’t within their power 

or mandate to effect these fundamental changes. But they did bear the 

government’s ire for the inability to move the yardsticks forward. These yardsticks 

were set by government in the first place. Many felt like a mouse caught between 

the paws of a cat. The cat would play, beating the multitude about before 

eventually getting on with the kill.  

Rules were the ultimate deal breaker. There was also the fundamental issue of 

who owned the data should the system go out the door. In the first instance, 

there was a question about the privacy and use of members’ personnel 

information once the system was outsourced. There were no guarantees that the 

members’ information would be inviolate once it was out the door. There was 

also a national security concern. The pay system controlled valuable military 

information on rank and trade structure that was of inestimable value to foreign 

concerns.  

Any movement on trade or classification would be invaluable to estimate military 

strengths, weakness, and intent. The information was classified protected “B” 
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within the department. But it must be remembered that, this information was 

protected by agents of the department, responsible to government for its 

safekeeping. There was no guarantee that the private sector would attach similar 

interest in the management or securing of such a portfolio. The department 

would simply become another customer. Any unscrupulous person so inclined 

would be able to buy or sell the information if the right party were found.   

There was a requirement for the department to retain service records for a 54-

year period for regular force and 55-years for reserve force members. This was a 

long-standing regulation designed to forestall improper pension payments. The 

issue was researched, and the best explanation found rests on some precedents 

of the war of 1812. The government received pension applications from many 

claiming that they had fought in that war. Many had not yet been born but there 

were no records available to negate the claims. Pensions were paid where no 

service was provided. Thus, the department required continuing proof of service 

after this period.  

Some would not see the obvious reasons why the military pay system could not 

be readily outsourced or delivered alternatively. It was simply viewed as a 

business like any other. But clearly it was not. Plumptre was right in his view that 

“Too much emphasis on adoption of business practices in government institutions 

may obscure why they were situated in the public sector in the first instance.”232 

Management – Difficulty seeing beyond the bottom-line? 

It is worth repeating Plumptre’s caution, “Managing to the bottom line, the task 

of the private sector is difficult enough. In the public sector, the problem is to 

manage where there is no bottom line, where uncertainties are more prevalent 

than business, relations more complex, problems more difficult, and mistakes 

exposed to public criticism.”233  

The military pay system was such an example of this difficulty. It was bashed in 

the press as an exceedingly expensive venture. All the major newspapers took the 

department to task on the high cost of military pay services at a full cost of $55 to 

deliver a pay cheque to the member. The large number was a certain target that 

 
232 Ibid, Plumptre, pg. 49 
233 Ibid, Plumptre, pg. 5 
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created an air of uncertainty on the future of the pay system. It became an easy 

target for alternate service delivery. But this was a full cost, the cost of 

maintaining a redundant information capacity, infrastructure, and personnel. It 

was necessary in a cold war scenario. Survivability was a system requirement. 

Once the redundancies were removed, the system became notably cheaper on a 

full cost basis. 

Explanation of full cost and intent. 

But industry used the full cost argument to its advantage while pursuing alternate 

service delivery of military pay services. Industry argued that they could save the 

department 50% on its delivery costs of military pay services. The fact was, they 

had no idea what the requirement, or what management’s expectations were. 

They wrongfully assumed that it was the simple cost of cutting a cheque. The 

departmental cost of cutting a cheque was approximately $1.15 per member. The 

lowest cost for the private sector was 90 cents per cheque. However, the true 

object of the department’s desire was the offloading of the administrative trivia 

of maintaining, administering, and delivering the associated cost of personnel and 

infrastructure in a total pay/benefits service.  

The department desired the replacement of this allegedly expensive venture with 

a cheaper option. They no longer wanted the administrative burden associated 

with maintaining a military pay system. That was a very expensive undertaking 

and not one that was of interest to the private sector once they understood the 

magnitude of the requirement. It was all about cheque delivery to them. 

Many senior managers within the department also shared this view. They did not 

understand what full cost meant. It only became obvious at the time the military 

pay system reached out to tap them for their share of the venture. The time came 

to pony up.  

The long and the short of it was, military pay services did not necessarily own the 

resources required for cashing in to fund the project. They belonged to the 

environmental commands who had been pursuing alternate service delivery 

ventures of their own. The fact was that the resources had already been cashed 

or were about to be cashed in for their own projects and sundry needs. The 

savings had already been accrued and used. You simply cannot cash a spent 
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cheque twice. Therefore, there was virtually no support for the venture other 

than moral support.234  

The sad part was this was likely known, as well as the positions of the 

environments, at the outset. Alternate service delivery commenced well before 

the military pay venture. It was in the environmental commands best interest to 

do so because they had real operational issues to deal with and were structuring 

their capabilities as best they could with the funds at hand.  

Once again Plumptre reminds us that “A cardinal sin in government is to allow 

activities to go on in one organization that are inconsistent with (or worse, 

contrary to) the goals of another.”235 The same holds true within departments. It 

was a wasted three years, spinning our wheels in communication with 

stakeholders, spearheading committees, or allying staff fears. It was a time 

fraught with frustration that was exceedingly damaging to staff morale and 

productivity. It was a continuing, ongoing game of cat and mouse. It was very 

damaging as expectations were raised amongst all stakeholders, including the 

private sector, staff, and public.  

In the end what the system desired was the delivery of a process, that was 

immutable but at a lower cost. The expectation was that the private sector could 

do it better. The private sector expected a simplified process. They only desired 

the delivery system. There was little interest in the bag and baggage of the 

administrative trivia. They simply wanted the handoff from that point. It was a no-

win situation.  

The work of government was different than business, Business practices were not 

necessarily the model for emulation. The department did indeed place too much 

 
234 Letters and memoranda: 

- Canada, National, Memorandum, Alternate Service Delivery Military Pay, 1972-1 (asst 
CLS), 24 Feb 98  

- Canada, National, Memorandum, Statement of Work for Alternate Service Delivery -
Military Pay, 1972-1 (DCDS), 3 Feb 98 

- Canada, National, Memorandum, Military Pay ASD Proposal- Confirmation of Resources 
Available, MARC:7000-1 (MS Compt), 13 Mar 98 

- Canada, National, Letter, ASD Military Pay Services – Avoidable RMS (Finance) Clerk 
Position, 7000-1 (Compt (AS)), 23 January 1998 

 
235 Ibid, Plumptre, pg. 70 
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hope on the adoption of business practices. The public interest was obscured 

consequently. There are valid reasons for retaining some services in the public 

sector in the first place. The tale of ASD military pay highlights these. 

The Nightmare of Unrealistic Change 

Morale in many government organizations had suffered and languished since the 

sixties. It was to become a nightmare in the 1990s. Staff was undervalued even 

when they delivered savings in the order of 20-30% by reducing overhead. It was 

merely shaving the ice cube. It was never enough! But this was significant given 

that they functioned within a set framework with many rules and procedures; and 

probably, at limits of what was possible within the existing legislative framework.   

It was not within their power to effect legislative change. Yet they bore the brunt 

of the government’s and taxpayers’ continuing displeasure. The public interest 

was not served by forcing managers to jump over pointless hurdles that were 

evident in the ASD process. They were just as demanding as past practice and 

process. But it was the political thing to do and, it profoundly affected the context 

of management and the opinion of the staff of their betters. The whole issue left 

a bitter taste. 

The Department of National Defence had a complicated mandate that was often 

in conflict within the organization. The ASD of military pay again serves to 

illustrate the dynamic of differing mandates and multiple policy interests.  

The ASD process was difficult because it lacked coherent cohesive direction and 

support. It was left to the associate deputy ministers and environmental 

commanders to sort it out amongst themselves. Each had a differing agenda, with 

a natural tension, while operating within the limited defence budget.  The 

department also lacked confidence in its subordinates. Many were considered 

deadwood. The needs and morale of its staff were not considered important. If 

anything, the needs and morale of staff were an afterthought.  

By 1998 the situation had deteriorated to the point that the Standing Committee 

on Defence and Veterans Affairs presented a report to Parliament. The bulk of the 

report was geared to the concerns and issue of military personnel. One point that 
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SCONDVA did highlight was the impacts on ASD and civilian personnel. They 

stated:236 

“While the focus of our undertaking was clearly CF personnel, during the 

course of our hearings we came to realize that Alternative Service Delivery 

is having a significant effect on civilian employees. We therefore deemed it 

important to offer comment.  

Of all the programs recently initiated by the Department of National 

Defence that of Alternative Service Delivery (ASD) has raised the most 

concerns. This comes as no surprise for the livelihood of many CF personnel 

as well as DND civilian employees has been and will continue to be affected 

by ASD. Some of our witnesses were upset over the fact that, although they 

had proven themselves very efficient in highly technical work, their trade 

was still contracted out. Others were disappointed because their in-house 

bids, after much preparation, were not accepted. Individuals felt 

themselves particularly disadvantaged in the bidding process because they 

had to prepare their submissions on their own time - after hours and on 

weekends. While they often received help and encouragement from their 

Commanders, the fact that they entered the process as complete amateurs 

did not, in their opinion, make for a level playing field. 

In the final analysis, the one thing that proved most disconcerting to 

personnel was the uncertainty they were facing. If the Department of 

National Defence is to continue with ASD it must see to the human 

resource needs of its members.” 

 
236 Canada, Standing Committee on National Defence And Veterans Affairs, Chair, Pat O’Brien, Vice-

Chairs, Art Hanger and David Pratt, Moving Forward, A Strategic Plan For Quality Of Life Improvements 

In The Canadian Forces, Standing Committee On National Defence And Veterans Affairs, October 1998 

http://www2.parl.gc.ca/HousePublications/Publication.aspx?DocId=1031525&Language=E&Mode=1&P

arl=36&Ses=1&File=144 
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This view was also shared by many military members of the rank and file. The 

process crushed their morale, sucked the joy out of life, limited career prospects, 

and bruised their image as CF members, where pride and loyalty once played a 

significant role in guiding their public service. Personal interest would come to 

supersede service interest. After all, why be loyal to an organization that was 

doing its best to shove you out the door!  

The department would not pay any real interest to this until well after 1998, but 

by then, the damage had already been done, with the realization that significant 

change would not be there. Many of the staff had had enough. Senior managers 

in semi-annual “Townhall” meetings after that point had either not realized that 

bridges had already been burnt, or that they underestimated the ground swell 

negative feeling emanating from the floor.  By that time many public servants and 

military members were skeptical, jaded, and tired of being "dissed" and abused by 

the system. It would be a long time before the major damage was repaired, if 

ever. 

In the end governments and departments should be careful when applying 

private sector models. They will not necessarily perform as expected. The issue 

does point out the need for effective managers.  

The government may have been far better off developing managers who 

understood their operations under their control, and their role as institution 

builders. The process applied to that point failed to provide proven results. The 

problem is that many government departments are likely paying the 

consequences of that effort today. 

Many staff who would have been the proven managers, left. Along with them 

went a body of knowledge. Human capital if you will. It left many government 

departments with rebuilding. The timing was inopportune. Many boomers were 

about to retire, meaning that there would be experiential holes in the staff 

continuum. That staff exodus will exacerbate the problem, simply because there 

was a lack of a succession plan and strategy. After all, the governments  theory 

was,  you can purchase experience off the street! 

There was certainly something more to it than the bottom line in the delivery of 

public services. There was supposed to be a vision for the future, a place to grow, 

and jobs to grow into. There was no place to grow under Alternate Service 
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Delivery. It left in its aftermath only gaps and holes to fill with a disaffected staff 

to deal with it. It was left to the then Chief of Defence Staff, Maurice Baril, to 

stop, to consider, and to try and figure it all out. It was to coin a phrase, the 

“Decade of Darkness.” 
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Chapter 8 – The Importance of History 

 

Some argue history has very little to offer in an ever evolving and a technically 

changing world. It is often assumed, that technology matures too quickly, and 

that the value of history or lessons learned, are by far superceded by the rapidity 

of change to be of any immediate use or value. That is a sentiment widely shared, 

particularly, by many military professionals.237  

People today rely heavily on electronic media and the world wide web for much 

of their information needs. We have little time or use for the printed word. 

However, progress in any field of human endeavour must come with some deep 

thought, reflection, analysis and conceptualization to avoid superficiality or the 

repeat of common mistakes. Analysis and conceptualization cannot be a process 

of mere acceptance of what the web provides, without question. 238 

A “lack of time” cannot always be an excuse or a limiting factor for decision 

making, especially for military or defence decisions. Experience may be used as a 

counter balance here, but many leaders do not necessarily have experience of all 

situations. When time is of the essence then, where lives may be at stake, or 

where a nation’s resolve matters, prior reading, knowledge and history may offer 

some insight; if it can be remembered and applied effectively. The professional 

must be able to juxtapose the past to the present, analyze the consequences, and 

conceptualize a way ahead. 

Sir Michael Howard conducted a study on the nature of military and civil relations 

after the Second World War just at the ascendancy of the nuclear age.239 Howard 

reviewed the struggle between military and civil priorities extant throughout the 

nineteenth century to those in his day. Howard identified a perpetual struggle 

 
237 Williamson Murray and Richard Hart Sinnreich, Introduction, pg. 1, The Past As Prologue – The Importance of History to the 
Military Profession, (Cambridge University Press), 2006. 
238 Major Gerry Madigan, CD1, MA (Ret’d), Admiral Isokuro Yamamoto – A Case for the Value of Professional Reading, 

Canadian Air Force Journal, Summer 2008, pg. 6 

239. Howard, M. 1957. Soldiers and Government. Nine Studies in Civil-Military Relations. Eyre & Spottiswoode. London. pg. 11-

24. 
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summed up as "How much wealth must be devoted to defence while considering 

that the nature of the military requirement had changed?"  

Weapons and armaments were just as costly then as they are now. The situation 

was similar; technology evolved rapidly, forcing unwanted change while keeping 

abreast to remain relevant. Military forces were no longer easily adaptable as in 

past. We have to be prepared to go to war with the tools at hand with the forces 

"in being." To a large measure, the economic consequences of resource allocation 

and choices that faced our predecessors of the latter part of the nineteenth 

century, are not unlike those facing us today. So perhaps there is something to 

learn from history after all! 

Priorities Placed in Context 

Defence must consider the priorities and balances demanded by Canadians. In 

that context decisions must consider what is truly desired by Canadians. 

Therefore, an understanding of a working model in which military or defence 

decisions are made is necessary. Equally, we must be aware of their limitations 

and constraints.  

In the Canadian political system, the control of the military is the responsibility of 

the Minister of National Defence (MND). The MND holds the office with 

responsibility for the management and direction of the Canadian Forces on all 

matters relating to national defence.240    

In this milieu, decisions often flow down from on high from government, that are 

passed on to the Department to enact or manage. Consequently, administration 

becomes an essential part of a department’s mandate, for which it too, must have 

a management structure in order to do so. The management structure in DND is a 

hierarchical world. Apart from the needs of the MND, the hierarchy is also based 

on the needs, duties, and responsibilities of Deputy, Associate and Assistant 

Ministers, Chiefs of Staff etc within the Department and Canadian Forces that are 

 
240. National Defence Act. Chapter N-5. Part I - Department of National Defence. Article 4. 
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at play. Each has unique responsibilities and mandates.241 Each has a rice bowl to 

protect. 

But at the heart of the matter, defence policy is the prerogative of cabinet whose 

program is manifested through the minister of national defence. Thus, in this 

manner, defence policy is subject to civil control. It is liable to change at the 

discretion or whims of cabinet, ostensibly to reflect the will of the people at a 

given point in time. Consequently, defence planning and policy often have a 

short-term horizon which is often tied to a political agenda of the government in 

power. Accordingly, defence planning policy is often rife with “irrational short-

term decisions”; which seems to have been endemic to the Canadian political 

system, for at least three decades.242  

Political instability or change can destabilize the decision-making process to a 

point. It may undermine the deliverables or capabilities found in the Defence 

Services Program (DSP). Thus, the enactment of defence policy through the 

Department of National Defence and the Canadian Forces can; and have had, an 

impact on the evolution of Canadian Defence policy. Defence policy has also been 

affected defence budgets from 1964 to the present day.243   

‘Capability Planning Process’ replaces ‘Program Planning Budgeting System’ 

A process that ensures the delivery of defence policy is always required. One such 

means employed by Canada is found in the Capability Planning Process. This is a 

multi-stepped model used to ensure a deliverable product is crafted from 

conception to reality. The process attempts to rationalize the demands within the 

 
241. Bland, D. 1987. The Administration of defence Policy in Canada 1947 to 1985. Ronald P. Frye & Co (this work is well worth 
reading in total) 
242. Bell, G.G. The policy Process in National Defence Headquarters. pg. 337. in Dewitt, D.B. & D.L. Leyton-Brown. 1995.  

Canada's International Security Policy. Prentice Hall Canada. 

243. ibid Bland, D. 1987, pp 252;  

Hunt, B.D. and R.G. Haycock. Canada's Defence. Perspectives on Policy in the Twentieth Century.  Copp Clark Pitman Ltd. pp 

274; and 

D.B. Dewitt and D. Leyton-Brown. 1995. Canada's International Security Policy. Prentice-Hall Inc. pp 504. 
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department.  The Capability Planning Process is used to set priorities that deliver 

capabilities for each succeeding 15-year period.  

Prior to 1994, that same process was conducted through the “Program Planning 

Budgeting System (PPBS)”.   Political processes and concomitant agenda 

associated with this process, were often at odds though. The long-term view of 

the “Program Planning Budgeting System”, concerning Defence expenditure 

matters, was not necessarily contiguous with the political life or existence of a 

government. As such, the PPBS was often asynchronous to the needs and 

timelines of existing governments.  

A government’s five-year mandate was often the true and viable planning 

horizon. It is the maximum lifespan of a current government before the legal 

requirements of an election are invoked. Thus, the short-term needs of 

government were often out of tune with the 15-year horizon of the PPBS 

paradigm. No one government is guaranteed to be in power from inception 

through to delivery of a capability. Consequently, there is a dynamic and constant 

tension within the system questioning utility from beginning to end. It had the 

tendency to either rush things forward or, bring things to a grinding halt. 

There are definite outcomes and consequences stemming from the political 

process of a general election. The Defence budget will either enjoy a certain 

stability if the reigning power wins with its known agenda. Yet governments must 

level their agenda with the nature of the economic or security threat at the time, 

otherwise instability results.  

Regardless of who wins a general election, the attention of a federal or central 

government is directed toward an over-arching strategic policy, that is always 

based on a much shorter planning horizon in order to fit things into the limits of 

their existing mandate. 

It also happens; what was once important, may no longer be au fait, resulting in 

change and direction. Whatever the case, government policy is set in action by a 

commitment of funds at a macro-level budget to move their agenda along.  

We must acknowledge that the needs of government change; defence, not so 

much. Seniors within the department understood that clearly, and if a program 

was no longer au fait but deemed a required capability, they would often wait out 
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a decision. There was always hope that pending a change of government, a more 

favourable view might prevail. 

The Importance of Defence Economics 

The purpose of the total funding envelope though, is its use as  a direct expression 

of the government's commitment to its defence policy. This commitment, based 

on the government’s obligations, are usually found in a White Paper on Defence. 

It breaks out responsibilities and alliances which must be supported.  

The levels to which a government supports its White Paper, are found in the 

breakdown of certain capability components of that program.  Consequently, a 

variety of micro-economic programs are required to support the government’s 

overall defence policy. These micro -economic programs support the total macro-

economic program expressed as a White Paper.  

Although much has been done on the macro-economic level of spending, little has 

been done on the impacts of the micro-economic view. The micro-economic view 

is the fundamental allocation of scarce defence dollars within the Defence 

Services Program (DSP).   

There are many competing demands for limited input. The system is likely to 

collapse from want if not managed correctly in the attempt to satisfy all the 

demands placed on it. Consequently, there is just cause to ensure a reasonable 

balance is achieved amongst the many, competing requirements. If that is not at 

all possible, then at least there must be an effort that ensures there is an 

allocation and equilibrium, that minimizes risk.  

Therefore, processes affected by micro-economic policy must also achieve the 

objects of government and Departmental macro-economic policy. It happened 

that the macro-economic policy thrust of the 1990s was to eliminate redundancy 

and to improve efficiency.244  
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Economy and Efficiency – the Constant Bleat over time 

The problems of the Canadian Forces at Reorganization in the 1960s, bore a 

striking resemblance to the problems faced in the 1990s. A draft report by the 

Royal Commission of Government Organization, reported to its commissioners in 

1962 the following , " Our scrutiny of the organization structure has been in the 

light of these conditions and the endeavour has been to propose an organization 

plan capable of coping with war time conditions while providing peacetime 

economical and efficient administration.”245 Consequently, are there any 

benchmarks, constants, determinants, or signs that can be used to guide National 

Defence and Canadian Forces; especially when economy and efficiency are cited? 

From the short history of the Canadian Forces from integration to the present, 

there appears to be a cyclical nature in defence policy and its posturing. It was a 

fact that there was a constant, if not periodic, pressure for review of DND’s 

structure and operations since 1964 that continues to the present day. 

There were several managerial reviews conducted between 1972-1989 alone. 

These management reviews were all geared to resolving many of the outstanding 

issues, left over after the Canadian Forces re-organization in 1964. All strived in 

their own way to improve economy and efficiency within the Department and 

Canadian Forces. And all seemed to have a common theme of rationalization of 

processes, downsizing, or re-aligning where necessary. These were themes shared 

with the D2000 report as well. 

After 1964 and prior to the 1990s, the significant efforts to do so can be found in 

the following: 

1. The Management Review Group (1972), 
2. Task Force on Review of the Canadian Forces: Final Report 15 March 1980  
3. The Vance Review (1980), 
4. Review Group on the Task Force on Unification of the Canadian Forces: 

Report: 31 August 1980 (1980), 
5. The Little/Hunter Study (1988) resulted in the next; 
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6. NDHQ Study S1/88 – The Functions and Organization of National Defence 
Headquarters in Emergencies and War: Final Report: February 1989 
(1989).246 

 

A comparison of the Defence 2000 Report to its antecedent, the Glassco Report, 

is indicative of many striking similarities in focus and of nuance. If this is truly the 

case, the reaction to administering and managing scarce public resources and 

change may be anticipated. 247 

The effort has always been directed to improving management and 

administration, starting at the macro-economic level. It has had a profound and 

often contrary impact in the trickle-down to the micro-economic level. This has 

been a constant theme over the 30 years since the reorganization of the Canadian 

Forces as evidenced by the Sutherland Report, Management Review Group, Task 

Force on Unification, etc. The question must be made then, has the effort ever 

been successful? 248  

The only way to determine the answer is to delve into the management 

considerations of Defence policy as it was enacted through a process. The Central 

Computation Pay System (CCPS) is such an example, that is but one small micro-

economic level departmental activity, that illustrates the case. This chapter in 

part, compares the development of defence policy from 1964 contrasted to the 

1990s, and its impacts, on the evolution, and direction of the CCPS.  

The Past as Prologue 

William Murray commented in “The Past as Prologue” in which he stated 

“Overconfident in their ability to control the future, those responsible for 

 
246 Douglas L. Bland (Ed.), Canada’s National Defence, Volume 2 – Defence Organization, School of Policy Studies, Queen’s 
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published them in a single volume for ease of reference) 
247. Ibid D2000,1992, pp 7. 

 
248. The Royal Commission on Government Organization.1963. Volume 4. Special Areas of Administration. Chapter 20 
Department of National Defence; and 
The Sutherland Report. 1963. Report of the Ad Hoc Committee on Defence Policy. 30 Sep 1963. Declassified DHD 3-12, 30 Jul 
1986. 



173 

 

planning the invasion (Iraq) chose deliberately or by oversight to ignore history. 

The future, unfortunately, turned out to look much like the past.” 249 

Murray’s comments were geared to a unique circumstance of war. However, they 

are germane to the question here; as business and politics are but a form of 

warfare. Both pit one competitor against another in a bloodbath for a share of 

scarce resources. Thus, his comment equally applies to the situation that faced 

the department and Canadian Forces in the 1990s; who were to fight for their 

very existence! 

There are certain cyclicities associated with succeeding governments in a 

common desire for economy and efficiency. Thus, the drive to attain economy 

and efficiency seems to happen with great regularity. These ends were often in 

conflict; at war if you will, amongst the actors, players,  and processes within the 

DSP. Therefore, the lessons of the past are relevant if we wish to avoid problems 

in the future. 

The military pay system was amongst the many actors and processes that were 

subsequently affected by these cyclicities. All players within the Department and 

CF were continually impacted by these reviews. The evolution of the military pay 

system was never free of trials or tribulations in this regard. At times in its history, 

it was fraught with error that shook the confidence of all stakeholders. At other 

times, serious consideration was given to scrapping the system to begin anew.  

The primary thrust of many efforts was often in response to a government’s 

demand for economy and efficiencies that stemmed from changing policies. The 

history of the military pay system therefore, is a microcosm of events impacting 

the Canadian Forces that also placed demands on the Defence budget, in what 

was a continuing drive for economy and efficiency.  

The evolution and development of the military pay system operated within the 

same strains and influences impacting the Canadian Force's Defence Budget. 

Many held high hopes and expectations that technology and re-organization 

would be its saviour and life blood in the savings for resource reallocation 

elsewhere. The resultant savings were to be made available for force generation 

and development. Some expectations were realized; others, not so. Regardless, 
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expectations had a profound impact on the Central Computation Pay System. This 

became very evident through policy changes from 1964 onward.  

The Historical Perspective – 1964 to 1994 

The first major impact occurred at the Canadian Forces re-organization in 1964. 

Until 1964, three services separately existed; Navy, Army and Air Force. Each 

service had its own headquarters and its own administrative staff.250    

By 1962 the Canadian economy was in recession. High demands were placed on 

government for increased military spending; compounded by a growing security 

and nuclear threat posed by the Soviet Union and the Cuban Missile Crisis. 

Greater defence spending was required to adequately address that threat. But it 

also conflicted with a public demand for greater spending on Canadian social and 

welfare programs.251   

The two competing demands were incompatible. The government was forced to 

find economies to meet the demands of both.252 The government as a matter of 

course was forced to look at its own practices. 

The need to find economies predated the reorganization of the Canadian Forces 

though, and was well under way by 1961. A Royal Commission was formed to 

investigate government administration; that included the Department of National 

Defence. This Royal Commission was commonly referred to as the Glassco 
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Commission.253 The areas pertaining to DND were specifically tasked to Project 16 

headed by Air Vice - Marshall (AVM) McGill who was team leader.254 

AVM McGill realized that a detailed study of DND was not possible within the 

time allotted. He cited this as a limitation to his study. However, this limitation 

was never mentioned in the Commission's final report. More importantly, Team 

16 made several cautions on the non-applicability of civilian practices in a military 

organization.  

AVM McGill’s cautions and recommendations were largely ignored by the 

commission in the preparation of the final report.255 Consequently, the 

Commission chose either to ignore or to discount the uniqueness of the 

requirements of a military organization. This was an attempt on their part to 

simplify the problem of management of the department to a matter of applying 

business practices. One may argue or conclude that Team 16 was no more than 

window dressing to add an aura of legitimacy to the Royal Commission's findings.  

The macro-economic policy decisions resulting from this Commission were to 

have a profound impact on the micro-economic decisions that supported 

personnel of this department. Those decisions found their way into subsequent 

allocations within the defence budget.  

These were heady days - the era of Camelot. To the media it was an age of 

glamour and lustre. The aura of Camelot flowed from the personality of President 

Kennedy and his administration, particularly with its revitalization of American 

governance. It had to be emulated. Canada took its lead for its government 

renewal from its American Allies. If the Program, Planning and Budgeting System 

(PPBS) was introduced to rationalize American government expenditures, then, 

why not here? 
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The PPBS system largely formalized the processes of government finance and 

budgeting. It introduced a new level of bureaucracy to the public service. It 

created management and other civilian experts. It was a process that opened the 

doors to an era of experts. It also opened the doors and made way for civilians, to 

advise and to direct policy. This subsequently impacted decision-making within 

government, particularly that of the military function, a once unique domain of 

service chiefs, who were professionals, charged to provide military expertise and 

policy advice. 256  With that alternate source of policy advice, military advice now 

could be challenged, deflected, or ignored. 

Still, the Royal Commission did not see as its role or mandate to examine 

Canadian Defence Policy. Their focus solely was on headquarters organization. In 

other words, their interest lay in the broader aspects of government 

administration, and the application of PPBS principles to the Canadian 

government.257 They viewed these as separate issues and attempted to deal with 

them as such.  

The problem was that they failed to realize that all were closely intertwined with 

defence policy and budget allocation. Defence policy established the 

requirements; while administration, ensured that the requirements were satisfied 

within the resources authorized and/or available. This marked a turning point in 

the change of relationship between the military and its civilian masters.258  

The attempt to simplify problems down to a manageable level, was a constant 

factor that DND continually had to live with through time. It prompted the need 

for revision and change which had a profound impact on the allocation of its 

resources. 

The buzz words that suggested simplification of a problem were often found in 

the terms, "economy and efficiency". Many documents expressed a desire to 

attain economy and efficiency. However, economy and efficiency came to mean a 

reduction of administrative burden and overhead within the service 
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headquarters. The onus was often placed on the service chiefs to do it better, to 

do it cheaper, to do it with fewer resources.  

It was the common theme that echoes down through time to this day. The target 

in 1964 was to reduce the existing headquarters manning level of 11143 

positions. The means suggested was integration.259  Whether this was ever 

achieved remained in doubt. The manning level of the Headquarters’ at the time; 

even after significant downsizing in the 1990s, was approximately 14000. Instead 

of reduction, there was growth in the Headquarters.  

What did the Royal Commission mean by 'Integration'? Integration was referred 

to in two locations in the final report; integration under a single service, and 

integration under independent direction. In the first instance, integration under a 

single service, had implications for the management and control of a specific 

function that would be subsumed by new ownership in the newly reorganized 

force.  In this paradigm, the former service chiefs were at the tender mercies of 

new ownership within the functional system; and lost control and independence 

in the management of resources affecting their service. This was not without 

controversy or dissent.260 

In the second instance, integration under independent direction implied, the 

creation of a new an independent service, free from the direction of the three 

service chiefs. Again, there was a fear which is found in the following quote; " It 

does not escape one of the principle objections to consolidation under a single 

service: the fear of reliance, for an essential function, on another service which 

may be pre-occupied with its own competing needs.”261  

In the end, the commission neither defined nor recommended any one solution.  

However, they worked around the options by recommending that the control and 

administration be given to the Chairman Chiefs of Staff.262 In effect there would 

be no change to the existing services. The control and administration over the 
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services would be passed to the Chairman Chiefs of Staff to oversee the process 

to assuage the fears of the service chiefs.  

Confirmation of this view was found in a staff paper written in 1965 concerning 

the military pay system. Specifically; the paper defined integration as "The 

Formation of a single headquarters, Command and logistics support system for 

the Canadian Forces, while maintaining the identity of three separate services.”263 

However, they were also aware of the possibility that "the integration of the 

Armed Forces under a single Chief of Defence Staff will be the first step towards a 

single unified defence force for Canada." This was written in 1965. Nobody was 

certain that unification would become fact until February 2, 1967 when Bill C-243, 

the Canadian Forces Re-Organization Act, was approved in Parliament. 

The tabling of the Royal Commission Report marked the beginning of the end of 

the dominance of the Service Chiefs over administrative policy. It marked the 

hinge of the turning point from the Command to Management era within the 

Department. It introduced the department to a new series of procedures and 

processes.  

In the new bureaucracy this led to the development of policy. Staff and experts 

were required to do so. Policy implied a set series of steps that had to be adhered 

to if not protected in the guise of expert ownership and control.  Staff began to 

develop buffers to counter constant and ever-present change. Buffers equated to 

friction. Friction required easement through established power relationships. 

Empires were built. Power through empire building essentially confirmed 

Plumptre's thesis, regarding the introduction of the expert into the new 

bureaucracy. The new relationships were based on the PPBS that was introduced 

in the 1960s.264 

In effect, the Royal Commission replaced the inefficiencies of inter-service rivalry, 

with bureaucracy, now based on civilian management procedures. It saw with it 

the concomitant result in the growth in the eventual size of the Headquarters. 

Management was supposed to be the source of efficiency for the conversion of 
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resources for re-allocation and recapitalization elsewhere. It was seldom efficient 

in that regard. 

Economy and Efficiency - The Strategy of 1964 

Was economy and efficiency ever achieved? The Department established a 

reduction of 169 personnel in pay administrative overhead. This was one target 

set for military pay administration for attaining efficiency within Phase 1 of the 

Glassco Report. At the commencement of Integration in 1964, there were 

approximately 580 military and civilian personnel in the service headquarters 

alone. Their sole task was to deliver military pay. The pay staffs of three service 

headquarters were then combined. The cost of this infrastructure and 

administrative tail was estimated to be $34.8 million.  

The initial task of the combined headquarters pay staff was to integrate the pay 

records of the three separate existing systems. The second task was to coordinate 

and convert these separate records into one standard electronic record. The third 

task was to pay members based on the electronic record. 265   The fourth task was 

to regularly pay CF members while doing so. These tasks were supposed to be 

accomplished with a reduction of staff while achieving the expectations of the 

Royal Commissions report.  

The outcome 1964 

Integration and unification occurred over a period from 1961 to 1967. But during 

the pre-integration era, each service had its own unique set of rules and pay 

account structure. These records were manually maintained. One of the first tasks 

of integration was to amalgamate the rules through the creation of a new set, 

that became known as Queens Rules and Orders.  

The computer age was to have been the salvation of the Department's 

support/administration requirements in delivering military pay. It was anything 

but. Superficially, the system was able to achieve the desired staff reductions. The 
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reality was something different. There were offsets and new staff requirements 

elsewhere. 

The roll up of the former service orders into the new Queen's Rule and Orders 

created some problems. It was generally recognized that QR&O was no more than 

a consolidation of all the former orders into one omnibus package. There was no 

substantial revision nor paring down and simplification of the former orders.  

A review was required by the Services. A Pay Amalgamation study group was 

established to review the matter under the chairmanship of Lt Col DWA Digby. 

The group concluded that the implementation of the pay system would be greatly 

delayed if they were to wait for the revision of the rules. Consequently, the pay 

system was developed based on the existing rules.  This had consequences for the 

development of the system further down the road, which impacted on two key 

economic elements; human capital and technology. 

The Pay Amalgamation Study Group recommended a three-phase concept to the 

implementation of the new pay system. Phase 1 would involve the establishment 

of a centralized computation system for audit purposes. Phase 2 would involve 

the extension of the pay system to accounting officers to provide notification of 

pay entitlements. Finally phase 3 was the final consolidation of all pay and 

personnel records. 

Senior Management's Expectations - 1964 

It would appear from the Pay Amalgamation Study Group’s original analysis that 

the original intent of the Central Computation Pay System was the central 

calculation and delivery of pay entitlements. The problem was the central 

computation pay system was only a concept at that point, a mere gleam of the 

future in someone's mind; with little substance, or sense of reality to managing 

the matter. There was no project definition. There were no standards in 

existence. The equipment, hardware and programming simply did not exist. These 

had to be procured and developed. 

The new technology also required a shift of skills from pure clerical work to the 

more esoteric sphere of computer programmer. Yet it also required maintaining 

the old while building the new. It became very difficult to reduce staff overhead. 

The technology itself was relatively new and programmer resources were 
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relatively scarce and in high demand. Consequently, the Department had to build 

a base while directly investing in new skills and attract this knowledge to build the 

program. In fact, the next step for the Pay Amalgamation Study Group was to 

pursue a feasibility study.  

J.A. Kidd, Chief Auditor of the Department reviewed their report and offered 

some final warning in "I also feel that the Deputy Minister and the Comptroller 

General should be careful not to force to early an adoption of the system, as it 

might result in a failure because sufficient time was not given to proper study and 

organization before adoption." It would be a few short years before those words 

would come back to haunt the department. But “Time” was of the essence. 

The Directorate of Pay Service was under considerable pressure to deliver the 

Central Computation Pay System MKII. On the one hand, it had to deliver on a 

Departmental promise to reduce the tooth to tail ratio, while on the other, it 

required staff to develop and implement a new pay system.  The two aims were 

not compatible with one another. First, existing staff had to be retained with the 

old skill sets, in order to deliver a product that was manually based and 

maintained. Secondly, a new system had to be developed that required a new skill 

set. Thirdly, an untried technology to resolve excessive administrative overhead 

was employed, ignoring the possibility of any potential problems inherent with its 

use. Finally, results were expected to be immediate and readily visible. 

The biggest challenge was technology and; the challenges of that requirement 

were greatly underestimated. A new system was based on a non-existent 

technological platform. The desire for a new system was not backed up by action. 

As early as 1967, the shortfalls in DND’s requirements to bring this project to 

fruition were identified. A meeting was held on 2 March 1967 to discuss its needs 

for programmers and analysts.  

One observer at the time noted, "that to date little or nothing had been done on a 

consolidated basis to provide for total DND requirements for programmers and 

analysts in the Electronic Data Processing Field”. The prevailing opinion was the 

Department was perhaps a year behind.  There would be serious slippages in 

developing various functional programs, if immediate action was not taken 

forthwith.  
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The necessary and basic element; trained staff, simply did not exist at the time. It 

had to be developed and, at a cost to the department. The issues of employment, 

career progression, and training had not yet been thought of, much less resolved. 

Consequently, confusion reigned because a basic plan had neither been 

developed, nor was one ever set in motion. The best that could be done in 1967, 

was to organize themselves.  

The second technological hurdle to be surmounted, was the procurement of the 

technical mainframe. The Army was the only existing service organization that 

had attempted to automate its pay records. And still, that system was not totally 

automated. The Army was required to maintaining a manual pay book at the unit 

level, with an electronic ledger account maintained at Headquarters. The Army 

used an IBM 650 computer for that function.  

An attempt was made to use this system as the foundation for the integration 

with the other two sister services. It was not technically achievable. In the first 

instance, the system was only partially automated. Secondly, it could not handle 

the Army's current pay records much less that of the combined pay records of all 

three services. Some 1500 of the Army's records were maintained manually 

because of insufficient memory. Finally, a discussion with the manufacturer and 

DND representatives, led to the conclusion that "the IBM 650 could not accept 

the increased workload of RCN and RCAF accounts”. 

The third hurdle was not only the integration of pay services.  The system desired 

was one well advanced in its concept. The department’s requirement was a 

proposal for a seamless, one stop shopping, record of origin for all the 

Department's financial activities with the integration of personnel, financial, and 

audit records. Management expectations of what technology could deliver were 

much too high, especially within the budget set for this change. Secondly, this was 

not a mature industry. Central Processing Unit (CPU) time was expensive as well 

as its capital cost. It was cheaper to rent than to own at a cost of $12000 per 

month.  

In the end the department did not develop an all singing all dancing record 

keeping system. It had to step its development in stages. More importantly this 

was to have some larger ramifications on the eventual evolution into the separate 

Associate Deputy Ministries of Finance and Personnel. However, the task was 
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limited to integrating pay as a first and primary step and phasing the remaining 

steps accordingly. It was a nice strategic plan, but it never happened as originally 

conceived. 

The Historical Perspective - Outcomes 1964 

Recognizing that the technical platform was insufficient for its requirements, the 

Department proceeded to procure an update. Phase 1 was to have commenced in 

1965. It was originally conceived that the Army would roll-out first, followed by 

the Navy and finally the Air Force. Even these phases were to have been broken 

down into several sub-components: 

1) Phase 1 - the establishment of a Central Computation Pay System for audit 
purpose to produce 
a) timely consolidated data for budgetary,  
b) costing, and  
c) estimation purposes; 

2) Phase 2 - the extension of the system for the notification of pay entitlements 
to all Paying Officers; and 

3) Phase 3 – foresaw further:  
a) improvements of the system, and  
b) the possible inclusion of personnel records. 

All this was envisaged in 1965. Unfortunately, the wherewithal to organize the job 

was not taken until March 1967. Consequently, by the time critical decisions were 

made, some severe limitations were imposed on what could have been 

reasonably achieved. Gone was the opportunity to consolidate data for 

budgetary, costing and estimating purposes. Gone was the opportunity for the 

extension of notification of entitlements to paying officers. But more importantly, 

gone was the opportunity for improvement of the system to include personnel 

records.  

In the end what this delay left was a sole window of opportunity to develop and 

to implement only a pay delivery and ledger system. None of the other 

aspirations were ever realized. This served to divide Pay and Personnel 

administration; where no such division existed previously. This caused the 

evolution of an organizational shift through the incorporation of pay 
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administration into financial services, where it was removed from the human 

resource and personnel functions. Once set down this path, the process was 

irreversible.  

The Pay Amalgamation team realized that the avenues open to them were limited 

because of time, money, and indecision. These were the conditions that existed 

between 1964 to 1972. The Department was striving to bring about a major 

development while trying to live up to the promise of integration through 

reduction of the support tail. It was clear that the department had, at least in the 

promise of Pay Services, lived up to that expectation superficially. The 

administrative support tail was reduced from a high of 580 personnel in 1964 to 

300 by 1968. The administrative support tail appeared to have been reduced by 

280 personnel or 48%. This was the appearance on the surface of things. 

During this period the Department had several issues to be dealt with. On the one 

hand it had to live up to the expectation of the Glassco Commission to bring itself 

into the new accounting era. Where was it to get the staff to run the new financial 

management system now that the Department could no longer deliver on Phase II 

of its project? The staff requirement for the financial management system was 

estimated to be in the neighbourhood of 200 personnel.  

On the other hand, the department had to live up to new legislative 

requirements. It had to implement a bilingualism program, introduce the 

government’s new social insurance number to the Department, and manage new 

taxation requirements in the pay structure of the Canadian Forces. All these had 

to be managed while phasing in the integration of tri-service pay records.  

Consequently, the pay system had more work to do with less staff to do it. 

Something had to give. The first signs of trouble were first raised in 1968 at the 

end of the staff reductions that had resulted from integration. At the time, the 

Pay System had just introduced a simple process to automate Personal 

Occurrence Reports, the precursor of the current UPDT (Unit Personnel Data 

Transaction) System. The problem was, the system that was developed was 

largely untested and unproven.  

The end user could not verify with certainty that the data transmitted was valid. 

There was neither the time nor staff to investigate and resolve all day to day 

problems. The end user though, had a gut feeling that all was not well. "Although 
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the error rate is alleged to be so high as to be unacceptable, no data is available 

to confirm or deny these suspicions,” one observer noted.  

This was a problem, but not one of prime concern to DPS.  DPS had bigger worries. 

The system under development started to encounter both hardware and software 

difficulties.  The problems were identified but the specific source was unknown. A 

letter of complaint to the supplier indicated a continuing problem that was not 

resolved to anyone's satisfaction. The repercussions by May 1968, were that the 

automated processing of pay records scheduled for the Army, was four months in 

arrears. At this point there was no turning back. The Department was committed 

to automating the pay system but it neither had the staff nor resources to fall 

back on a manual system. They had all been let go!  

All underestimated the requirement of the job. In an anonymously penned case 

history; its author quotes "Because of the complexity of the pay structure, the 

programs were unnecessarily long. This meant time consuming runs. Those that 

were unsuccessful quickly consumed the time allocated in the test schedule.... the 

lesson learned was 'Don't underestimate the amount of time needed to properly 

test computer programs'.”266  

Compounding the problem further was the sad fact that the system was still 

largely manually based. There was an inordinate number of clerical input errors at 

source which exacerbated the problem. These rejects had to be dealt with and 

consequently management’s expectations that the data would be virtually error 

free, were never realized. A separate cell had to be created to deal with the 

problem. Again, this task coincided with the end state of the post integration 

staffing reductions. This work had to be conducted while the manual records of 

the individual service were being reconciled and transferred to the automated 

system.  

Considering that there were only 300 personnel remaining in 1968; responsible 

for reconciling more than 100,000 pay records, and for transcribing them into the 

automated system, it soon became apparent that the system was at its breaking 

point. It was simply a case of taking one step forward and two back, while 

 
266. Anon. 15 May 1968. A paper on " Case History Burroughs 550 Computer- Canadian Armed Forces Systems." page 4. 
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attempting to bring in, while correcting and updating the new records, and while 

concurrently maintaining the old.  

For example, in the Month of March 1968, there were 434,050 transactions 

processed. More than 14,181 were rejected at edit, while 33,247 rejected at 

update, that created an 11% error rate in a never-ending correction cycle.  These 

could not be ignored. Consequently, the system was fast losing ground. According 

to Lieutenant-Colonel Driscoll, DPS 7 at that time, "The major problem facing this 

section is an insufficient number of trained staff to cope with the workload”. The 

time was ripe for a number of decisions. 

The End State Outcomes of 1964 

The first impact of all this was a delay in the paying of pension benefits.  The basic 

problem was that the manual pay statements then used for the determination of 

a pension calculation, were out of balance to the manual pay records. The two 

had to be verified. There was simply not enough staff to do the job. Secondly, the 

development of the reserve pay system was floundering. There was insufficient 

resources to test the Reserve program. Also, that program was too big for the 

existing mainframe.  

A decision was made to defer the pilot study of the Reserve Program to 1 October 

1969. It was at this time when a new mainframe with sufficient resources was 

forecasted to become available. Therefore, a conscience decision was also made 

to postpone Phase II of the original plan until that time. Consequently, the seeds 

of the demise of the all-encompassing super-payroll/human resource systems was 

thus set in motion at this time. The aim of economy and efficiency, a desired 

outcome of the Glassco Report, was now doomed to failure. 

Technology was to have been the salvation of the Canadian Forces 

Administrative/Support requirements. It was fast becoming its Achilles heel. The 

worker at the coal face came to the realization that the expectations of 

technology were grossly over exaggerated. It was not a simple process of cutting 

one process off and converting over to a new process. It was really a matter of 

proper phasing of work. Few recognized that the reject problem would become a 

major hindrance. But a problem it was. An anonymous author cites "The failure of 

doing two months' process work in one calendar month is based solely on the 
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capability of the computer side of the work. No cognizance had been taken of the 

manual work to resolve rejected items by clerical staff”.267 

The conversion process was akin to a plugged toilet. Only so much could go 

through the pipeline at any given time. The backlog created a tremendous 

bottleneck that wreak havoc with staff morale. The effect was a high turnover. 

The system lost 11 programmers in 1968. Many of these had been trained at 

DND's expense.  

There was also a high turnover of clerical staff. Between 1 January to 31 August 

1968, DPS lost 32 civilian staff and 14 military staff; who were critical to 

development and conversion. The problem lay in a major learning curve. That 

knowledge was not readily available, it had to be developed over time. 

Consequently, productivity declined, and backlogs increased.268 The dam finally 

burst. The target date for Phase II implementation of the Reserve system was 

pushed back from 1 January 1969 to 1 January 1970. 

Many thought that 1969 would be the year of relief and reprieve for the system, 

developers, and administrators. It turned out to be anything but. As early as 

March 1969, it became apparent that alternatives and scheduling of the 

automated pay system needed investigation and options had to be developed. 

Phase II of the implementation of the Reserve Pay system might have been 

deferred, but the fact remained, DND was no further ahead in migrating the 

manual records of the Regular force.  

By early 1969, LCol Driscoll estimated that the system was seven months behind 

schedule. The implementation date of 1 July 1969 for the military automated pay 

system was unattainable; for the reasons previously mentioned. However more 

importantly, the requirements demanded of the system, created a highly stressful 

environment that greatly strained the capacity of the mainframe, the available 

labour pool, that found a diminishing return on intellectual investment at the loss 

of many programmers to saner and more profitable playing fields in industry.  

 
267. Anon. Draft Memorandum. Centralized Computation Pay Implementation of Phase II. 16 October 1968. para 2. 

268. ibid. anon. memorandum para 6 -7. 
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The Associate Deputy Minister Finance at the time, J.C. Arnell put the matter to 

rest by directing a change of the implementation date and ordered a detailed 

study outside of DPS to resolve the matter in April 1969. This study was supported 

by the Comptroller General and was in his opinion timely. LGen H.E. Pollard, 

Comptroller General, recommended that DGACS and DMIS represent him on this 

matter. A Study team was appointed on 12 June 1969 and was required to deliver 

its findings within six weeks.  

The team delivered its report just three short weeks later. The committee found 

that the system was too complex, overtaxed, and at the breaking point. Their 

analysis indicated that a re-design was required to resolve any of the problems. 

The study also concluded there was no likelihood of phase II ever being delivered 

with any degree of accuracy under the present conditions.   

This marked the second de-coupling within the super program, in a revised 

timeline with adjusted expectations. The first decoupling was in the separation of 

human resource data which was commented on previously. It also marked the de-

linking of the Reserve Pay Component from the Regular Force. For in the study's 

own words; "There is no gleam of hope of an accurate record and a current 

process month, even with a further fifty or more staff to remedy out of balance 

conditions, for a further four years.” By these words the system became 

committed to resolving the regular force pay problem first. There was no time to 

spare for anything else. It would be 1972 before the system was even stabilized.  

In the end, there never was a reduction of staff overall. Many transferred 

elsewhere within the organization where new empires were built. New hires were 

required. New organizations had to be built to address the failings of the lost 

budgetary and human resource record keeping promises.  Economy and efficiency 

were the nebulous results of the era. 

1990 to 1998 

By 1990, the realities of deficit reduction returned once again. There would be 

another round of consideration of action based policies in the quest for results; 

much along familiar lines that existed in the mid-60's. It would soon focus the 

government’s attention. It came to have some implications for the Department’s 
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future and for the way ahead that proved to be very challenging. But how would 

the Department conduct itself: 

1. Would the department react any differently based on prior experience? 
2. Would these reactions be identified through an expression of policy; 

especially with regards to the military pay system? 
 

The short answer to question 1 was “no”. The department first response was an 

exercise to achieve economy and efficiencies. That exercise merely shaved the ice 

cube in attaining economy and efficiency, whose results were not considered 

favourably.  

In reply to question 2, “yes” the government’s new policy did have a follow-on 

impact on the military pay system. But that policy had a dramatic impact to all.  

The hammer used to drive the new policy was soon found in dramatically and 

significantly reduced defence budgets. Those reduced budgets soon followed in 

the wake of the Liberal government reign in 1994. All departments soon realized 

that what was desired was not merely shaving the ice cube, but a major 

restructuring in the delivering of all government services that included the 

Department of National Defence. It was to be as they say, “an eye opener!” 

 The following attempts to demonstrated what occurred in terms of policy, 

strategy and outcomes. There were similarities of policy restraints, as well as an 

introduction of a new accounting system as with the Glassco era. Once again it 

was all premised on the promise of technology, and as the song suggests, 

“everything old is new again." 

Background 1990 to 1998: 

By 1990 the Government of Canada came under considerable pressure; both 

internally and internationally, to reduce its huge deficit. For example, at the 

commencement of 1992, the government's deficit was about $42 Billion. The 

government attempted to address this through cost reduction measures, fiscal 

restraint and other strategies. In this way, the government’s  deficit position was 
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expected to be reduced to $22 Billion by FY96/97.269  Hopefully, this action would 

lead to the eliminations of its deficit position by fiscal year 1998/99.270  

But deficit reduction was not just a recent concern. In fact, apprehension about 

growing government debt and deficit predated 1992. Government largesse 

prompted a review known as PS 2000 in the late 80's. This review subsequently 

led to the Department of National Defence’s review known as Defence 2000 

(D2000) in 1992. The aim of D2000 was ostensibly organization renewal. The 

document provided a strategic framework to achieve that renewal.271 There were 

two strategic goals: 

• delegate authority as totally as it makes sense to do, with attendant 
accountability; and 

• make service and cost-effectiveness the driving forces of the processes in 
which results are produced.272 

The Strategy 1990 to 1998 

Defence 2000 (D2000) was a macroeconomic document that established the 

parameters for the flow through and expectations that led to the micro-economic 

allocation within the defence budget. The weighty goals above have been the 

basis for a cultural change in one way or another when delivering public sector 

services. They now opened the doors for the delivery of government services by 

other means. It provided the fundamental principles for reviewing service delivery 

and restructuring, based on administering core capabilities. As a consequence; if 

the micro-economic component of the program did not support combat 

capability, the department was to divest itself of that component and concentrate 

on the principle effort accordingly. The net result led to downsizing the 

organization while attempting to right-size based on technology.  

 
269. Canada, National Defence, CFS TOWNHALL MEETINGS. CANADIAN AND FISCAL REALITIES. 17 & 18 Oct 96 By RAdm 

G.E. Jarvis. Chief of Financial Services. Slide Canadian Government Budget deficit - Federal & Provincial Trends. 

270. Ottawa Citizen Article - Oct 1996. 

271. Ibid D2000,1992. pg. 2. 

272. ibid D2000, pg. 2. 
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Defence 2000 was issued in 1992 at a time when the Department was concerned 

with its future. A reasonably sized defence budget was required to effect change. 

The minister of finance at the time forecasted the end of the deficit. Interest rates 

for consumer loans were at the lowest levels since the reign of Prime Minister 

Louis St Laurent's reign in the 1950's. Canada's then current economic 

performance was rated as the best in the OCED.273  

Times could not have been any brighter! Money should not have been a concern, 

but it was. The attempt to control and eliminate the deficit, ignored the root 

cause that lay in Canada’s National debt. It was “Time.” The debt was an anchor 

that would not be eliminated for a long time. The pressure remained on the 

Department to reduce. This desire was reflected in the manifestation of the policy 

of defence budget reductions, that in turn resulted in downward pressure that 

limited micro-economic budgets for various program activities.274  

A collegial effort was required within government Departments; where surplus 

positions were to be identified, preparedness to pay down a portion thereof, and 

to contribute a fair share in relieving the National debt. This was all to be done 

while concurrently sustaining core capabilities. Departments were truly expected 

to contribute to overall fiscal relief. Budgetary reduction was monetary policy. It 

was to be the basis of Canada’s future economic growth and prosperity. But in the 

aftermath, there were impacts to government departments as well.  

It really came down to questions of resource allocation and choice. Questions 

were raised everywhere within the Department of National Defence. Once again, 

the question was, did the Canadian Forces require an apparently costly pay 

support system at an ongoing cost of $55 million per annum, or would it prefer to 

direct this funding elsewhere? 275  What did this line of questioning mean for the 

Canadian Forces and the military pay system in particular?   

 
273. Ottawa Citizen Article Saturday 2 Nov 96. 

274. ibid. CFS Townhall 17 & 18 Oct 96. Slide titled: FEDERAL GOVERNMENT NET DEBT & DEFICIT TRENDS. 

 

275. Canada, National Defence, The Military Pay Services Study Report. December 1994. Annex E. 
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In the short term of the next five fiscal years that followed, and possibly beyond, 

the DSP was under constant scrutiny and pressure to reduce. Defence 

represented approximately 10% of federal government discretionary spending, so 

it was always a target.276 The Federal Government targeted the DSP as a singular 

source of restraint. 277  And with that, the perceived non-core activities of the 

department were registered targets for elimination! 

DND suffered a 28% decline in budgetary spending from Budget 93 to Budget 96 

in the effort to restrain and, contain government spending.278  It was the size of 

the reduction that totally surprised the department and became a cause for 

concern. The Department in recent history had never experienced nor 

encountered a reduction on such a scale before. 

The DSP was reduced from 10% to six per cent of total government spending.  The 

DSP now encountered negative growth.279 All Budgetary 94,95, 96 requirements 

were met through reductions to all major categories of spending and were 

completed by 1998-99.280 The military pay system was expected to be a net 

contributor to these required savings.281  

It was evident that based on this path, that the DSP would achieve the monetary 

outcome of government policy but at a cost. The restraint measures severely 

limited the Department’s ability to deliver on the security objectives of any White 

Paper. It was also indicative of the continued pressure on the DSP, to render 

further savings, to be applied to debt and deficit reduction programs, that 

assisted the government in future.  

The problem for the military pay system lay in an expectation for delivering 

significant savings on, what was once again, a short-term basis. Previous history 

 
276. ibid CFS Townhall 17 & 18 Oct 96. Slide Titled: FEDERAL GOVERNMENT SPENDING. 

277. ibid CFS Townhall 17 & 18 Oct 96. Slide on: RECENT FEDERAL EXPENDITURE - SOURCES OF RESTRAINT. 

278. ibid CFS Townhall 17 & 18 Oct 96. Slide titled: DEFENCE BUDGET REDUCTIONS 

279. ibid CFS Townhall Meeting 17 & 18 Oct 96. Slide titled: DEFENCE SPENDING SUMMARY. 

280. ibid CFS Townhall 17 & 18 Oct. A direct quote taken from Slide titled "DEFENCE SPENDING SUMMARY". 

281. Maj R Fetterly, Maj GD Madigan, Capt C Bucar. Royal Military College of Canada, War Studies, MA Fall Seminar 10 

Dec 1996. 
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suggested that this approach was problematic. Tremendous investment was 

required in conversion for capital and personnel. The apparent lessons from the 

1960s clearly indicated that this investment would require the factors of labour, 

new skills; and knowledge, if they ever were to economically and efficiently take 

advantage of new operating procedures and technology. It may have required 

running the old while delivering the new system, in parallel for a time. It takes an 

effort to effect change in the transfer from old to new; thereby limiting  any 

savings from human capital. There was much more to it than discarding the old 

and moving onto the new!  Regrettably those lessons were ignored or overlooked. 

The effort for change was underrated. 

Management's Expectations - Treasury Board on Down 

The department worked under a shrinking budget ceiling without due 

consideration for inflation or the security environment.282 The imposed ceiling by 

Fiscal Year 1998/99 was about $9.7 billion. Consequently, it came to pass that a 

shortfall of $250 million was identified, since budgetary reductions that followed 

1994. It all had to be absorbed from within the Department’s means.  

The Department wanted to divest all non-essential and non-operational activities, 

so the savings could be devoted to core capabilities. This was to be done by the 

application of technology, adoption of commercial practices, and through 

considerations of Alternate Service Delivery. The military pay system was 

expected to avail itself of all these means to achieve significant savings.  

The military pay system was the subject of scrutiny during 1993; the subject of 

two major reviews in fact. One study was conducted internally by the Military Pay 

Services Study Team, and the other, Director General (DG) Audit. Both teams had 

the same focus. In fact, rather than going their separate ways, they collaborated 

conjointly to produce two reports concerning the military pay system.  

 
282. Ibid Fetterly, Madigan, Bucar Fall Term Project. 
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The first report, the Military Pay Services Study, was published in December 

1994.283 DG Audit published its final report approximately one year later.284 They 

both reported that the military pay system was expensive relative to commercial 

practice. The total cost to maintain each member's account was estimated to be 

$55.5 million per annum or, at a cost of administration of $31 per member per 

pay. At the time the CCPS maintained 76,287 members accounts.  

The Department came under extreme criticism for this high per unit cost.  Both 

MPSS and DG Audit reports made light of this in a cross-force comparison of costs 

vis a vis to Canada’s allies, as well as to commercial practice. 285  At one extreme 

DPS was considered twice as expensive compared to our allies’ costs. At the other 

extreme the CCPS was ten times more expensive when benchmarked to world 

class organizations who deliver payroll services. Obviously, they easily concluded 

that the service was much too expensive. Therefore, it was an excessive overhead 

cost that must be reduced to be more efficient. 286 A target was established to 

make the system 30% more efficient based on these two reports. This target was 

the same as those set out in the White Paper of 1994 and confirmed in other 

direction.  287  

The Defence White Paper of 1994 held little consequences for the CCPS. The goal 

of achieving a relative 30 % savings was easily attained.288  The department had 

recently re-engineered the CCPS in 1991. The whole system was automated, 

which reduced and finally eliminated manual pay guide maintenance.  

Consequently, the number of clerks required to manually maintain pay accounts 

 
283. Report of the Military Pay Services Study Team. December 1994. 
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was halved, virtually overnight, because of the introduction of on-line access to 

CCPS MK III. 

 Efficiency was greatly improved too. Where once a clerk effectively maintained 

450 pay records manually, a clerk could now handle 900 records that also 

effectively reduced the personnel requirement by 50%.  

So, it was concluded that positions could be eliminated. Personnel reductions 

were affected in two separate Force Reduction Programs. The military pay system 

absorbed the 30% loss of its labour pool with little consequence to remaining staff 

and their morale. In fact, the loss of 300 clerks from a labour force of 

approximately 1300, virtually had no impact to service levels or production. 

The second advantage occurred in the reduction of Management Information 

System (MIS) costs. Some redundancy was no longer required as the technology 

had matured. So, redundant data centres could be closed. MIS costs associated 

with CCPS were reduced by a closure that once again, had little to no impact. So, 

the closure of a redundant data centre at Ottawa occurred with its centralization 

at Data Centre Borden. The centralization/closure greatly contributed to the 

reduction of the total operating cost of the CCPS.   

Theoretically 50% of the $18 million annual MIS and $3.2 million Communication 

costs had been eliminated. 289 Further efficiencies were also expected from the 

complete automation and interfacing with other legacy systems. Residual project 

funding remained in the original PCB funding of CCPS MK III. The department 

received permission to use these residual funds for further efficiencies. In short, 

all looked well.  But it was soon very evident that these savings were not enough, 

and that a stretch target of 50%, was soon imposed by Budget 1995.290  

This changed the landscape for the CCPS's and military pay’s immediate future. 

The initiative based on the original terms of reference where put on hold pending 

the outcome and deliberations of a Headquarters’ Staff review. This staff review 

was conducted  under the purview of the MCCRT (Management Command and 

Control Renewal Team). This delayed the implementation of the MPSS and DG 
 

289. ibid MPSS report 1994. Annex E. 
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audit reports by six to eight months. Secondly, it introduced another variable into 

the mix; as nothing appeared to be getting done.  This came to be an expensive 

delay while awaiting the review of the CF’s pay services. The organization had an 

appearance that it was stalling by their own inefficiencies and inertia. 291   It just 

wasn’t so. 

The review was not simple. There was much to consider. Military pay once had 

been cleaved from the department’s personnel administration function. It was 

transferred to and absorbed by its finance function. The effort would require a full 

review of what was to be its future and the concept for the way ahead.  It 

required some marching orders to do so. But the focus was always on the matter 

of cost and its elimination; not the processes, policies, or laws upon which military 

pay was based and administered. 

The finance and human resource separation at the time was by no means clean 

nor was it complete. Every pay system is based on a set of human resource 

triggers that generate or formulates a pay transaction. The true finance 

component is simply the calculation of a gross to net payment once all the human 

resource factors are delivered to the finance engine.  

This is normally done outside that engine. In our paradigm, the CCPS internalized 

many of the "Human Resource" triggers because of the failure to deliver on Phase 

II of the original product. Therefore, the military pay system evolved with 55% of 

its coding devoted to the pure pay function within the engine, and 45% to the 

"Human Resource" triggers.292 The costs, that should have been apportioned 

accordingly between the two, were not. 

The total system was costly, and ways and means were ordered to render it more 

efficient. The question of the day was "Could Military Pay services be delivered 

more efficiently by Alternate Service Delivery?" There was no straight forward 

answer to that question. First, it must be realized that there will always be a cost 

 
291. Canada, National Defence, Chief Managements Review Services (CMRS).  Cornwall Seminar on ASD issues. Nov 
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incurred in delivering a service whether it is conducted internally or externally to 

the department.  

Second, there is a demand to maintain a certain labour resource levelling within 

the department for clerical support for its immediate operational requirements. 

The department will only avoid the marginal costs of the services of the personnel 

no longer required. The residual costs reflect the true cost of service delivery. A 

business case had to be prepared that demonstrated the efficiency of all options 

available. Time was required to do so. Time was the one resource that was very 

limited in the effort that became known as “renewal”.  

Dr. W, Baker and Dr. H. Black published an article in Canadian Government 

Executive which provided some insight to the problems and strategy for renewal. 

Their article outlined the government’s strategy for realigning and revitalizing its 

services.293  

The impetus came from Treasury Board Secretariat (TB). TB provided guidelines 

for all government departments and the framework in which they operate. The 

fundamental pillars of this renewal were: 

 

• Expenditure Management System and Business planning process; 

• Leadership in Human Resource Policy and Frameworks; 

• Information Technology; 

• Modern Comptrollership. 
 

These four pillars had a tremendous impact on technology, processes, and 

practices. The Expenditure Management System was challenging enough. But it 

was clear that the government had moved away from the long-term and inherent 

stability found in the PPBS 15-year planning cycle. The PPBS cycled minimized 

effort to an annual update of the DSP. It only engaged small elements within the 

Department and Canadian Forces for input to that update.   

 
293. Baker, Dr. W. and Dr. H. Black. 1996. Vol 2#3. The Harder Strategy: Realigning and revitalizing The Treasury Board 

Secretariat. pp 14-19. 
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Under EMS, that effort suddenly became more ambitious. The government 

moved to a business planning system, to control costs and, identify core 

capabilities. But it needed to effectively engage all its managers, top to bottom, 

on a scale never encountered in such depth. It became an annual exercise that 

engaged all, not just some, elements within the Department and the Canadian 

Forces. 

The process also changed the focus from investment to the management of 

“total” costs in the delivery of defence capabilities. In short, all these new 

mandates required manpower that was no longer there. It was also to be 

delivered with new technologies whose skill sets were untested and under 

development. Once again, the Department and Government were on the cusp of 

change, but either ignored or underestimated the challenges ahead. They also 

over estimated technology in the delivery of that change. 

There was a sense of "Deja vu" upon reading this list. On its surface, it appeared 

to rehash the work of the Glassco report.294 Although much of the structure of 

government had changed since the Glassco recommendations, the proposed 

pillars were not much different. For instance, on two points; the introduction of a 

new accounting system and, second the emphasis on technology as a key to the 

future, found much similarity to Glascco and his commission.  

The vision found in the realignment/revitalization process as it pertained to 

Information Technology was most ambitious. Many saw the vision as the process 

of change; from start to finish, to be no longer than 18 months. It was a most 

ambitious time target,  which  risked failure,  if not strictly adhered to or 

achieved.295  Once again, the needs and demands of the technological component 

were either underestimated, underrated, or ignored. 

There was a plethora of technology available on the market at the time. All 

delivered reasonable solutions to apparently reasonable problems. All offered the 

panacea of considerable savings at minimal risk. All offers were very tempting, 
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but as the new technologies were delivered, they often concurrently became 

obsolete.   

The strategic direction was very clear. Senior management wanted results in a 

very short timeframe to maximize the return on government's capital investment. 

On the other hand, senior management’s direction on personnel matters was also 

very clear, re-engineer and downsize while implementing a major ongoing 

systemic technological change. All this was done to attain the policy aim of 

budgetary reduction. All of it had to keep ahead of built in obsolescence and the 

capital demand for continued IT renewal! 

Were these expectations ever attained? It appeared superficially that the 

introduction of an IT solution was a relatively easy and straight forward process. 

Pay service delivery was envisaged as the simple reduction of calculating a gross 

to net figure to deliver the resultant product to a bank account.  

It was not in fact so relatively simple and easy. It involved a combination of 

complex variables and regulations. It was estimated that it would take 

approximately five years to deliver a new IT solution. This was based on the 

premise that appropriate decisions would be take in timely fashion and when 

necessary. Government and the chain of command do not move in such circles 

though. Consequently, the expectations of government and the department’s 

senior manager were out of line on the matter. The outcome of this misalignment 

was a continual fight to justify the spending, investment and legitimacy of the 

development process. 

As stated previously one had a sense of Deja vu concerning the matter. On the 

one hand, the department tried to re-engineer and downsize its human resource 

capital base; while on the other hand, there was a requirement for current skills 

until a replacement system was in effect. The renewal effort operated under 

constraint and limitation of time.  There was a strong influence to act without full 

knowledge or at least act with sufficient knowledge that minimized risk.  

Conclusions 

It is evident from the preceding that there are certain parallels to the events of 

the 1990s as compared to those of 1964. There is evidence to suggest that in 

recessionary/ periods of constraint, similar approaches may be taken to alleviate 
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the impacts of a diminishing defence budget. These impacts may be summarized 

as follows: 

• the establishment of unrealistic expectations as the basis for decision 
making; 

• the failure to consider the implications of time as a requirement in the 
attainment of a policy goal or objective; 

• the persistence of the short-term view at the expense of the long-term 
view in matters of the national interest; 

• the drive to utilize technology as the basis of efficiency gains without 
consideration of the commensurate investment required in labour, 
knowledge or capital investment; and 

• the attempt to reduce complex military problems to inappropriate 
commercial paradigms without adjusting the basic requirements to the new 
standards.     

 

In the end, cyclicity may be an element of government policy, decision making, 

and resource allocation that may suggest similarities in approach over time. The 

key to the future then, can therefore be found in the past. Failure to recognize the 

pitfalls of past approaches will only ultimately lead to a repetition of past 

mistakes.  

Are we willing to learn from the past? An affirmative answer to this question is 

doubtful. Detomasi once opined that "the repeated attempts at instilling greater 

managerial control over the process have not led to any permanent, measurable 

increase in efficiency." 296 

Perhaps the situation is best summarized by his assessment that "...the 

Department seems incapable of achieving the levels of efficiency that many 

consultants think possible.... The effort at re-engineering, while appearing initially 

 
 

296 Detomasi, D. 1996. Re-engineering the Canadian Department of National Defence: Management and Command in the 
1990s. Defence Archives. Vol 12. No. 3 pp 340, 343-344. 
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successful will most likely run aground on the rocks of competing interests and 

complexities of national defence."  

In the end, when it comes to government and renewal, "plus ça change, plus c'est 

la même chose."297  

 

 

  

 
 

297 Ibid, Detomasi, D. 1996. Defence Archives. Vol 12. No. 3 pp 340, 343-344. 
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Chapter 9 ASD - A Success or Failure? 

 

The military pay system represented a microcosm of the Canadian government’s 

policies and “issues” of the 1990s, that impacted all areas within the Department 

of National Defence, and that also deeply engaged all  its group principals and 

environmental commanders. It must be acknowledged that nothing is ever static 

within the headquarters. Change is often driven by the ebb and flow that follows 

every defence budget.  

Chapter 6 illustrates the actions and reactions within this group by 1995. They 

were very similar, if not comparable,  to those of their predecessors at the 

integration of the Canadian Forces in 1964. It was all, and continues to be, based 

on a drive for economy and efficiencies.  

Many of the senior leaders in 1995 began their military careers as junior officers 

at this traumatic juncture. All had risen through the ranks through many dramatic 

changes following one management review after another. All that changed, was 

the placeholders at the table. Where their predecessors had little management 

framework or lessons learned to guide them, these officers should have 

anticipated the pending issues better because of their past exposure, and 

observance of cause and effect. It was important because there was a need to 

learn and apply the lessons of the past correctly.  

There was no doubt that at the beginning of the 1990s, many saw the handwriting 

on the wall. Growth in the defence budget was greatly curtailed. But by how 

much, or to what extent,  was as yet to be determined in the early 1990s. Still cost 

savings reviews and measures were anticipated, and some were set in motion 

throughout the department. It was a prudent course of action to anticipate or 

forestall any expected contraction in the defence budget.  

The military pay system was  one amongst many reviewed for “economy and 

efficiency”. However, before any effective action could be taken, it was necessary 

to have a sound idea on the cost of the operation, its nature, and its 

necessity/true value to the organization before taking “effective managerial 

action”. 
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So, the “Military Pay Services Study (MPSS)” was commissioned to study the 

Canadian Forces' military pay system with a view to that effect, scheduled to 

deliver a final report in 1994. The study was the first attempt to document and 

update the full costs of military pay. A concurrent review was also conducted by 

the Director General Audit. Both concluded that the 1994 full costs of military pay 

were in the order of $55.5 million.298   

Preponderantly high costs led the department to conclude that the deliverables of 

a military pay service were inordinately more expensive relative to other 

organizations of similar size and function.299 It became exceedingly difficult for the 

department to justify those overhead costs when benchmarked to world class 

organizations. 

The MPSS attempted to deflect this by stating; “Although an analysis of the 

private sector systems and practices serves as a useful reference point, their 

relevance as models for the CF pay system is limited because of the variance in 

operational conditions to which the payroll systems must respond.”300 This was 

the attempt not only to establish the military pay system’s true value to the 

department, but also to establish the unique conditions of its operation. Yet the 

arguments were never bought. Its annual $55 million cost struck upon raw nerves 

in the tough economic time of 1994.  

The report also opened doors to certain expectations. It was no longer to be 

business as usual. The door was opened for the full consideration of an Alternate 

Service Delivery review. A timetable for change was set; whose expectations 

proved unrealistic and unrealizable at the end of the day. 

The MPSS report proposed several important recommendations. These were 

subsequently analyzed within the Director of Accounts Payable, Pay, and Pension 

(DAPPP) (formerly the Director of Pay Services (DPS)), who concluded that many 

of the recommendations were neither within DAPPP’s power nor mandate to 

implement. Therefore, DAPPP identified the limitations of the MPSS. DAPPP chose 

 
298 Canada. Department of National Defence. Report of the Military Pay Services Study Team . December 1994. See 

Annex E pg.E-1 
299 Canada. Department of National Defence. Report of the Military Pay Services Study Team . December 1994. See 

Annex F. 
300 Canada. Department of National Defence. Report of the Military Pay Services Study Team . December 1994.  

Pg.21-22 and notably para. 5.2.2. 
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to implement only those recommendations , over which it had effective control, 

and where it had a mandate to make change and manage the process.301  

The courses open to DAPPP (formerly DPS) at the time were limited to alternate 

service delivery (ASD), product re-engineering, and restructuring of military pay 

service delivery.302 At a critical juncture that began in 1995, the department 

elected to embark on what was a two-year review of ASD of military pay services. 

This was done out of necessity to address its inordinate support costs. It was 

forced to do so because of declining defence budgets.303  

ASD of military pay services was one key avenue taken in the hope of attaining 

desired efficiencies for re-investment in the Defence Services Program (DSP). Key 

was the promise that it would help to reduce the Canadian Force’s tooth to tail 

ratio. Thus, the military pay system was placed on the department’s potential list 

for ASD , where it was subjected to intense public scrutiny.  

Following an extensive two-year review, the Department deferred the pursuit of 

alternate service delivery of military pay in March 1998.304 There were many 

reasons. A business case had not been completed. The risks associated with the 

project had to be evaluated and mitigated. In the end, it was found that there was 

only morale; not financial, support available from the environmental chiefs of 

staff. The military ASD project was abandoned for the time being. The financial 

support of the environmental chiefs of staff was necessary and key, as we shall 

see. It was the one necessary commitment that was required to establish the firm 

funding base to be used to test industry’s interest and capability in the matter.305 

 
301 Canada. Department of Defence. Madigan, GD, Major, An Appreciation of the Implementation of the 

Recommendations of the Military Pay Services Study.  Draft Version 4 @0813hrs, 15 Nov 95. Serial 1 to this 

document. 
302  Canada. Department of Defence. Madigan, GD, Major, An Appreciation of the Implementation of the 

Recommendations of the Military Pay Services Study.  Draft Version 4 @0813hrs, 15 Nov 95. Serial 1 to this 

document. Para 7. 
303 Canada. Auditor General. 1996 Report of the Auditor General of Canada. Chapter 34 National Defence – 

Support Activity, November 1996 (an example).( http://www.oag-bvg.gc.ca/domino/reports.nsf/html/9634ce.html ) 

Serial 2 to this document 
304  Internal correspondence. An Email from DAPPP to Maj G Madigan@DAPPP5 re: ASD Military Pay 16/03/98 

16:12. This document refers to a conversation and administration pertaining to a notice that was placed on MERX 

advised the private sector of the nature of the deferral of the ASD consideration. (serial 3) 

Copy of a fax transmission sheet sent to each respondent to the solicitation placed on MERX that was used to advise 

them that the project had been deferred at that time. (serial 3) 
305 4a.   7000-1 (Compt(AS)) 23 January 1998 ASD Military Pay Services – Avoidable RMS (Finance) Clerk 

Positions 

b. 1972-1(DCDS) 3 Feb 98 Statement of Work for Alternate Service Delivery – Military Pay 

http://www.oag-bvg.gc.ca/domino/reports.nsf/html/9634ce.html
mailto:Madigan@DAPPP5
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ASD Military Pay – outcomes: 

The decision to defer ASD of military pay did not settle well with many. Military 

pay continued to be sarcastically viewed as a basic line of business, that 

apparently, anyone was able to easily or readily do. There was also an entrenched 

belief that military pay service was a non-core activity. It followed that, as a non-

essential element, it should be eliminated! 

The department had already taken the steps to try and divest itself of this non-

core activity, but now it had to backtrack. In the end it chose to retain this 

function at least in the short term.306  Military pay continues to be delivered by 

the department to this date. Was it the right decision? How well did Canada’s 

peers fare with similar ventures? Would their decisions stand the test of time for 

the following:307 

 a. achieving objectives, 

 b. accountability to parliament, 

 c. transparency; and 

 d. the public interest?. 

Achieving Objectives: 

The decision to defer ASD of military pay was not taken lightly. The goal of ASD to 

some meant the outright outsourcing of the military pay system. That was not 

necessarily the aim of the exercise. ADM (Fin CS) at the time stated that “you 

should note that a review of alternate service delivery does not equate 

necessarily to contracting out, that it can also be a transformation of the way we 

do business internally and that the numbers mentioned as decisions to cut do not 

have a foundation in reality.”308  

 
c. 1972-1 (Asst CLS) Alternate Service Delivery – Military Pay 

d. MARC 7000-1 (MS Compt) 13 Mar 98 – Military Pay ASD Proposal Confirmation of Resources Available 
306 Canada. Department of National Defence. Industry Consultation Document. Alternate Service Delivery of 

Military Pay. Dec 97 (serial 5) 
307 Canada. Auditor General. Discussion Paper- Assessing Alternative Service Delivery Arrangements. Pg. 1-7. , 

June 1998. (serial 6). http://www.oag-bvg.gc.ca/domino/other.nsf/html/dispr_e.html 

 
308 1150-14 (ADM (Fin CS)) 4 Dec 97. Better ways of Delivering Support. Para 2 (serial 7 – hard copy only) 

http://www.oag-bvg.gc.ca/domino/other.nsf/html/dispr_e.html
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If the military system was to go out the door, there had to be a sound business 

case to do so. Regrettably, no such business case was found to pursue alternate 

service delivery at the time. So, the industry document was removed from the 

MERX system in March 98.  

It had been argued by some that the business case of ASD of military pay was not 

yet fully proven. Market testing was investigated to provide the department with 

a definite answer. Was there industry interest; moreover, what exactly was the 

nature to that interest?  

The project’s biggest problem was its fixed budget ceiling. The department 

desired an all-encompassing, end to end service, that included account 

maintenance, customer service, and management information services for the 

Canadian Forces on behalf of the department. It was not simply intended as a 

cheque delivery service to members’ bank accounts. Was industry interested, or 

even capable of providing this ‘total’ service?  

By 1997 the costs of providing that total package of military pay services were 

revised downward to $31 million on a full cost basis. In fact, cost was down 

significantly from the previous high of $55 million in 1994. The Department’s data 

was to be reviewed, verified, and reported on by CRS scheduled for February 

1998. 309   

An extreme measure of probity was also required. An independent review was 

also conducted by KPMG to assure the public that the department’s study was 

conducted in accordance with acceptable guidelines and principles. This was the 

ultimate check and balance that ensured the test of public scrutiny, fairness, and 

probity. Although KPMG had some minor observations with the CRS study, they 

both concluded: 

 a. “the schedule presents fairly, in all material respects, the full cost, 

avoidable cost, and most efficient organization cost of services in 

accordance with the cost methodology described in the notes to the 

schedule”; and 

 
309 Canada. National Defence. Chief of Review Services. Military Pay – Central Computation Pay System (Costing 

Update). 7050-8-2(CRS) February 1998. (serial 8 – the detailed report may be found on Q drive under Madigan on 

Street talk Directory 605) 



207 

 

 b. “in addition, the cost methodology described in the notes is 

reasonable for use as a basis for establishing the avoidable and full cost of 

payroll services, based on currently accepted costing practices.”310  

 

On this basis alone, the Department could have easily declared victory in attaining 

a significant 1994 White Paper objective, be done with further review, closed 

further ASD considerations off, and get on with new business. It chose not to do 

so. 

Accountability: 

The problem in not publicizing its victory in the significant reduction of military 

pay costs, was that Alternate Service Delivery of military pay remained on the 

dashboard of the public agenda. It had to be accounted and pursued even if other 

pressing matters existed. The danger was that despite the new facts, and even 

though the department had attained its cost reduction objectives, subsequent 

decisions and directions continued to be framed from the point of view of its 

original cost comparison. Thus, the illusion remained. The objectives had not been 

achieved!  

Because the cost objectives were alleged not to have been attained, there 

remained continual and sustained pressure for further review. It sustained the 

need for continuing justification of results. This incongruence established a never-

ending cycle at a time when resources continue to be stretched, and other urgent 

priority tasks were deferred, only to continually defend the department’s case. 

There were also long-term lingering doubts as to the appropriateness of applying 

the departmental business case on a “full cost” basis. Industry was truly focused 

on making profit based on “margins”. The department forgot, that in many 

instances of future cost comparisons, it had already reduced those margins 

through the extraction of the savings found in its “Most Efficient Organization” 

activities.  

 
310 KPMG Chartered Accountants. Ottawa, Canada. Auditors’ Report On Department of National Defence Payroll 

Cost Schedule. March 31, 1998. (serial 9 – hard copy) 
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The department was prevented from going to the next logical step; simply 

because it continued to fight a rearguard action, that took time money and 

valuable resources away from other ends. An example of this dilemma was found 

in an updated cost review conducted by Chief of Review Services (CRS) in Feb 

1997. Regardless, the Department went on looking for sources of internal funding 

for an ASD solicitation and contract of military pay services. 

Two sources of funding were identified. CRS found that the department’s 

avoidable costs amounted to $9.3 million on a full cost basis. The second source 

of avoidable costs were those attributable to the Government of Canada (GoC).  

The associated avoidable GoC costs were determined to be “not normally 

available” to a department for use in an ASD consideration. In the Department of 

National Defence’s case, it was alluded that they “may” receive these GoC 

avoidable costs in future. Regrettably the word “may” in a grammatical sense, 

also implied,  “may not”.  

The Department had no firm commitment for the use of the GOC portion. Still a 

“Request for Comment” for the ASD of military pay was published. It was 

submitted on the premise of a $15 million total funding package, without a firm 

commitment of the GoC’s avoidable costs.  

The value of the department’s “Request for Comments” was based on real cash 

savings of approximately $10 million annually expected from its avoidable cost 

savings. The second source was from the $5 million depreciation cost of the CCPS 

Mk III system found in its financial statements.  

Significantly, depreciation was a non-cash funding item in the Department’s 

financial statements. It was used as a placeholder to identify the potential re-

capitalization costs associated with the CCPS Mk III system. Regardless, the 

potential total funding base the department was willing to invest to fund its ASD 

military pay project was to amount to no more than $15 million, not only for 

issuing pay, but also, for its total administrative and legal requirements under the 

law.311  

 
311 Canada. National Defence. Industry Consultation Document. Statement of Work – Alternate Service Delivery for 

Canadian Forces Military Pay System.  Summary  Pg. 2 Dec 97 (serial 10). 
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Outcome – Private Sector 

Could the private sector deliver the same range of activities already delivered by 

the current system? Could it be done efficiently for the sum of $15 million that 

the department was willing to pay through ASD? The “total” package of the 

solicitation found in the Department’s “Request for Comment” came as a surprise 

too many in the private sector.  

It was incorrectly assumed that the Department only wished to divest the cheque 

delivery portion of the service. The cost of the delivery per cheque masked the 

true nature of the “Request for Comment”.  The arguments concerning the cost of 

delivery of a military pay cheque previously made in the media understated the 

true requirement. It was the unit cost of cheque delivery, continually stated as 

inordinately high on a full cost basis, that was the point which confused many as 

to the true requirements in the undertaking. 

The private sector soon found out that the cheque delivery portion of a 

transaction was only a small element desired. The bulk of the requirement 

involved outsourcing the account and record maintenance embedded within 

military pay administration. They underestimated the dynamics of all the 

stakeholders and their requirements too. The key stakeholder was the 

Government and Parliament that would prove to be problematic.  

Military pay services have embedded legal and legislated requirements, in which a 

chain of accountability to parliament existed. Other departmental stakeholders 

also existed and needed to be clearly identified. There was a need to liaise with 

the military community for account inquiry, problem resolution, and the 

administration of pay and benefits.  

The “Other” stakeholders included both internal and external government 

managers. These managerial needs included department senior management, 

and that of other government departments and agencies as well. The needs of 

other government departments touched from treasury board,  to the information 

and access needs of members of parliament and other sundry departments within 

Government of Canada. The clear relations, responsibilities, and accountability of 

all had to be clearly determined. 
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Cheque delivery was merely the tip of the iceberg. The range, scope, and risks 

associated with the military pay system were much broader.312  In reality the 

expectation of ASD of military pay, may have been achievable had industry been 

willing to do the entire scope of DAPPP’s mandate. But at what cost? The 

Department was only willing to invest the avoidable savings that amounted to 

$9.3 million of the current system. The balance of $15 million floated in a 

“Request for Comment” would have been new money. The new money would 

tentatively come from the depreciated valued of the sole residual asset, the 

Central Computation Pay System.   

Although a residual value had been assigned to the Central Computation Pay 

System platform, it was unlikely that the department would ever have realized 

any sale from this asset. This was merely the statement of the depreciated value 

of an “obsolete” system at the time. As the system was in fact obsolete, it was 

likely that it would have been offered at a deep discount if any residual revenue 

was to be expected or achieved. The world had moved on from mainframes and 

internal programmers. 

Was industry able to deliver the entire scope for $9.3 million? We shall never truly 

know as the project was finally withdrawn. But we can surely estimate the market 

threshold at which industry’s interest may have been peaked and opportunity 

pursued. It was all based-on market price. 

The price at which the department was set to relinquish the responsibility of 

military pay was set at $15 million. From this we can study and determine the 

market range of industry interest.313 Private sector market boundaries can be 

estimated utilizing a technique provided by Agopos and others.314 Four companies 

 
312 Canada. National Defence. Memorandum  Risk Analysis- ASD Military Pay,   March 1998. (serial 10) 

Canada. National Defence. Industry Consultation Document. Statement of Work – Alternate Service Delivery for 

Canadian Forces Military Pay System. Dec 97 (serial 10). 
313  Canada. Department of National Defence. Royal Military College of Canada, Kingston, Ontario. Madigan, GD, 

Major. The Canadian Private Sector and Alternate Service Delivery(ASD) of Military Pay. January 1998. A paper 

submitted for the requirements of an independent studies leading to the Completion of A Master of Arts - War 

Studies Program. Dr. R Haycock Dean and project advisor. (serial 11). 
314 Agapos, A.M. 1975. Government-Industry and Defence: Economics and Administration. Alabama. University of Alabama Press. Annex B pg133-143. 
Sandler, T. and K. Hartley. 1995. The Economics of Defence. Cambridge Surveys of Economic Literature.. Cambridge University Press. pg. 198. 

The formula presented by Agapos in his original work was geared to the identification of industry profits via a linear algebraic model. This is in contrast to the formula provided by  Sandler and 

Hartley that suggests that there is a function  based on a set of variable from which one could derive the  unknown.  As the profits margins are known, a model was derived by the author to 

estimate the cross tabulate impacts of the dummy variables W,R on the Defence budget allocated to military pay overtime. The current level of $32.8 million was selected. but this 
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who replied to the “Request for Comment” were evaluated and their gradients of 

risk assessed. The identities of these companies have been protected to secure 

proprietary rights and information. 

The study suggested a market boundary existed between $12.7 million and $55 

million, well over what was on the table based on avoidable costs of 9.3 million. 

These boundaries were an expression of a “hypothetical” range of industry 

interest within which a threshold of profit may have existed. The analysis was not 

perfect, but it is the one we have without going to the market. 

The analysis in most cases suggested that the 1997, the $55 million full cost of 

military pay was the breakeven point for market interest.  But the Department 

had already brought down that full cost through its MEO valued at  $31 million 

well below that threshold on a full cost basis 

Driving departmental costs below a threshold of limited value to the private 

sector, reduced the opportunity for them to earn  profit. Forgoing the 

departmental MEO before maximizing the savings, meant that outsourcing was 

potentially costly to the taxpayer.  

Potential savings and benefits should be taken first before outsourcing through 

the private sector. It was the only reasonable approach. If that approach was not 

taken, the price would be based on the higher, not a lower cost profile. But an 

internal lower cost of military pay services also meant, limited value, potential, 

and profit for the private sector.  It was a conundrum. Which master would be 

served first in the consideration of ASD military pay, the public or private sector 

interest? 

The market boundary study was not utilized in the decision that deferred ASD in 

March 1998. But it was invaluable to gaining an understanding of the industry’s 

perspective in ASD considerations. This study indicated a potential range of 

possible cash flows that was required from the Department. Price had to reflect 

 
estimation should be re-iterated  every time the baseline changes to re-assess the impacts to the market demand curve. This analysis must be considered in the vein as “Rough Order of 

Magnitude” given the limited data available.  

However  the model is a reasonable marketing approach in measuring market demand. It is based on a “Chain Ratio Method proposed  in  Kotler, P and R.E. Turner. 1979.  Marketing 

management - Analysis, Planning and Control. Canadian 3rd Ed. , Prentice Hall of Canada Ltd. ,Scarborough Ont., pg. 145.   
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the necessary funding base for a given service, to cover the privates sector’s costs 

and leave room for a reasonable level of profit.  

At the low end of the scale the Department barely had enough cash on hand from 

its avoidable savings exercise to adequately fund a potential initiative. The 

department only identified $10 million (approximately) in real cash savings. But it 

was willing to set a contract in the $15 million range. That meant, $5 million of 

new money had to come from somewhere out of the existing fixed defence 

budget.  

Depreciation was the conundrum. Depreciation was a non-cash accounting item. 

The department never set money aside, specifically for the procurement of new 

capital equipment. It was simply a book figure with no substance or hard value 

behind it, other than representing the existence of an obsolete asset on the 

books. 

The depreciated value of the CPPS was floated in every estimate to parliament; 

so, it could identify not only the requirement for future investment, but also the 

estimated residual value of the depreciated asset. Therefore, as depreciation was 

a non-cash item; the money had to come out of the existing defence budget, a 

fact that many senior manager’s chose to ignore!  

The department’s business case was tenuous at best on a full cost basis of $10 

million. Further from an industry’s perspective, it would not necessarily invest 

capital where a viable opportunity did not exist. A reasonable return on 

investment was not only expected, it was demanded. Thus, the requirements and 

issues of the military pay system were not clearly understood by either parties. 

Benchmarking to United Kingdom - Beating on Cost 

The question is if all these elements were known; why was ASD pursued so 

vigorously? An example of real success was held up as an agent for change to the 

Department. That example was found in the United Kingdom. The Canadian 

exercise did have relevance as it was to be benchmarked to real life. The United 

Kingdom had already taken steps to outsource its military pay services.315  The 

 
315 Press   Release171/97 13 Nov 97 (http://www.mod.uk/news) 

http://www.mod.uk/news
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United Kingdom was attempting to integrate its military pay services along the 

line that Canada had taken during the unification of the Canadian Forces.  

As a first step, the United Kingdom (UK) consolidated three pay services onto one 

application, just like Canada in the late 1960s and early 1970s. But by the 1990s, 

they wanted to go further and outsourced their unified pay system to the private 

sector. 

A contract was awarded to Electronic Data Systems ((EDS) (Defence Limited)). It 

was valued at 300 million pounds to provide their Armed Forces with improved 

pay, pension and administration services commencing 1 Jan 98. The contracted 

length was for a period of up to 12 years before renewal. 

The UK Pay and Pension system employed 900 civilian and 100 military staff that 

were to be placed with EDS. It was not known if the awarded UK contract was 

tendered on a full cost basis. But it was evident, that this contract was similar in 

scope and requirements of the Canadian military pay system. The annualized 

value of the UK contract was $63.5 million (Canadian) at the time.316  

Despite their efforts, the implementation of this initiative was neither smooth nor 

easy. Ironically, the UK project too originated from an independent review 

commissioned by the Secretary of State for Defence and published as the Bett's 

Report in April 1995.317 The Bett’s Report led the United Kingdom to consider the 

 
316 A quick analysis: the current exchange rate for a pound sterling is 2.55 according to the Bank 

of Canada 2 Dec 98. The total Canadian value of the EDS contract is 2.55 x 300 million=  $765 

million. The life of the contract is 12 years. The annual cash flow(operating cost to MoD) is 

expected to be $765/ 12= $63.5 million.  Current annualized cost of operating the Canadian 

Military pay system is $31 million according to CRS update Feb 98 under file number 7050-8-

2(CRS) Military Pay System Central Computation Pay System (Costing Update). It is conclude 

that the Canadian military pay system is twice as efficient on a cost basis compared to the system 

that is being developed for the delivery of pay and pension service for UK MoD.  Maj GD 

Madigan DAPPP 5 Analysts 2 Dec 98. This analysis is based on Press   Release171/97 13 Nov 

97 (http://www.mod.uk/news) 

 

 
317 United Kingdom. Ministry of Defence. Army World Challenge on Army News Page. 

Website browse by DPS in Apr 1997 under Independent Review of Pay and Conditions 

 

United Kingdom. Parliament. Sir Michael Bett, CBE. 1995. Report to the Secretary  of 

State for Defence. Independent Review of the Armed Forces' Manpower, Career and 

Remuneration Structures. Managing People in Tomorrow's Armed Forces. London:HMSO. 

http://www.mod.uk/news
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integration of its pay and administrative systems of the navy, army, and air force. 

It was the foundation document that eventually resulted in a Private Fund 

Initiative that contracted out military pay services. 318  

The Armed Forces Personnel Administration Project created a tri-service pay 

agency, following the Betts Review, with the contract awarded to EDS 13 Nov 97. 

Service Delivery was scheduled to commence 1 Jan 98.319  

The results of their implementation were largely unknown at 11 October 2001.  

But all was not well given the sense of the situation in an article by Melissa Kite, 

Jill Sherman and Michael Evans in “The Times” of London, 8 November 2001, who 

put forth the following tag lines:320 

- £300m computer system put Army pay at risk 
 

- £300m computer system in the Ministry of Defence has had to be 
overhauled 

 

- problems could have led to delayed payments to British Armed Forces. 
 

Some indication of problems with the Private Finance Initiative, emerged by 1999. 

It was said that teething problems affected the pay of some Army service 

personnel. Officials had to ask EDS, the private contractor, to “reconstruct” the 

12-year IT contract to organize pay for everyone in the Armed Forces from chefs 

to the SAS, as well as 800,000 pensioners.321 

The Deputy Chief of Defence Staff (Personnel (UK)) concluded that the contract 

had to undergo substantial reconstruction to be viable. In part, the problem was 

 
318 MINISTRY OF DEFENCE: PFI PROJECTS, Version: 31/08/2001,  Pg. 11 of 14, FY 1997/98, Armed Forces 

Personnel Administration Project to implement tri-service pay, Margaret Allen 150 30/03/1996 

Contract awarded to Agency (AFPAA) personnel & pensions following Betts Review. EDS 13 Nov 

97.Service Delivery commenced 1 Jan 98. 

319 Ibid. MINISTRY OF DEFENCE: PFI PROJECTS, Version: 31/08/2001,  Pg. 11 of 14 
320 Melissa Kite, Jill Sherman And Michael Evans, £300m computer system put 

Army pay at risk, Copyright 2001 Times Newspapers Ltd., Thursday November 08 

2001 (http://www.thetimes.co.uk/article/0,,2-2001385711,00.html) 

 
321 Ibid, Melissa Kite et al , 8 November 2001 

 

http://www.thetimes.co.uk/article/0,,2-2001385711,00.html
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due to the contract award before the installation of a new Armed Forces 

Personnel Administration Agency, essentially the creation of Most Efficient 

Organization, which was to oversee its pay administration. The contract was 

awarded before the agency was fully implemented with all issues either resolved 

or dealt with.322 

The magnitude or scope of the difficulties had not been properly understood by 

either side. There was certain naivety on the transfer of risk.  Matters were not 

helped in that the MoD wanted the improved services within the terms of original 

contract price. On the other hand,  EDS required further funding to deliver the 

improved information systems.323 

It embroiled both parties who tried to resolve it, but the end result was 

contractual stalemate. The UK project was on unstable ground. The agency 

responsible for the contract considered terminating the 12-year deal after only 

two years and bring the system and staff back in house. It was given a second 

chance. In the end, it was decided that the contract should be rewritten.324 

Reputations and confidence were on the line. The MoD pay system was one of 

the largest big technology deals involving PFI. The agency’s project was the latest 

in a series of information technology disasters that involved joint projects with 

the private sector.325  

This contract indicated the UK Government’s willingness, to enter into 

partnership with the private sector, when it seemed the sensible and cost-

effective thing to do. The project remained very transparent on its PFI website for 

several years. Then suddenly, it fell off the radar. 

 
322 Ibid, Melissa Kite et al , 8 November 2001 

 
323 Ibid, Melissa Kite et al , 8 November 2001 

 
324 Ibid, Melissa Kite et al , 8 November 2001 

 
325 Ibid, Melissa Kite et al , 8 November 2001 
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Some effort was made to determine what had happened. DND made a request. 

An official reply was never received but it was anecdotally revealed that the 

project was withdrawn, and services returned to the MoD. The PFI was quietly 

removed from their table without fuss or fanfare. 

Even though the project was withdrawn, a quick analysis back in 1998 provided 

some insight on its potential value had it succeeded. The analysis was conducted 

by DAPPP’s Futures Team (DND), which first determined its annualized value, and 

then extrapolated the total value of the contract over its life cycle.  

Based on a current exchange rate for a pound sterling; 2.55 according to the Bank 

of Canada rate at 2 December 1998, the total Canadian value of the EDS contract 

was determined to be $765 million (2.55 x 300 million). The life of the contract 

was 12 years. The annual cash flow (operating cost to MoD) expected from this 

contract was $765 million total value/ 12 or $63.5 million per annum.   

The annualized cost of operating the Canadian Military pay system at the time 

was $31 million according to a CRS update Feb 98 (Seer file number 7050-8-2(CRS) 

(Military Pay System Central Computation Pay System (Costing Update)). 

Surprisingly, it was found that the Canadian military pay system was twice as 

efficient on a cost basis compared to the sister system in the United Kingdom, 

that essentially delivered the same requirements of pay and pension services.   

Unlike the UK scenario, Canada’s tri-service pay system was stable and working. It 

was also evident that the CF military pay system was incorrectly benchmarked to 

an organization at a time when, it was already at least twice as efficient. That 

efficiency was either unrecognized or was ignored by DND’s senior managers.  

The CF military Pay System already met and exceeded the UK requirement 

through a system (CCPS) that was in place and fully mature. Further, there was 

additional hope that the Canadian pay and pension system could attain further 

savings and efficiencies, without an inordinate cost to the Canadian taxpayer, by 

pursuing a MEO option. A change to a new alternate service delivery provider 

would likely be an expensive proposition that the UK experience showed. 

Benchmarking to a world class organization had its pitfalls and difficulties 

especially if you were already the unrecognized world leader and champion! 
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That is not to say that the CF pay system could not become more efficient. It 

certainly could. Regardless, the UK example tended to suggest that the potential 

capital investment under an outsourced or alternative service delivery option for 

a military pay system, was unrealistic. The true  value of delivering military pay 

services was grossly understated in the department’s $15 million “Request for 

Comment” of Dec 1997. It would have been a recipe for disaster as the UK 

experience clearly demonstrated. 

Outcome – Benchmarking to United States 

The United States (US) effort to improve the efficiency of the Department of 

Defense (DoD) began under Secretary Cheney, during President Bush’s (Sr.) 

administration in June 1989. That administration’s aim was to cut $410 billion out 

of defense spending between the years 1990 to 1996.  About 83% of this was to 

be achieved through force reductions. The remainder was to be found in 

efficiencies in managing the Defense program.  

The US administration assumed that there was a duplication of effort and 

wasteful procedures. The Bush administration saw inertia stemming from 

imbedded antiquated military procedures and tradition.326  They created the 

“Defense Finance and Accounting Service (DFAS)” in 1991 to re-engineer the U.S. 

military pay system.   

Before the creation of DFAS, the defense finance organization dealt with a largely 

fragmented community, with a base of 250 finance and accounting systems, 

spread over 300 individual sites.  The existing organization was too costly. So, cost 

became a motive for further change, in the search for savings for re-direction to 

US combat capability requirements.   

DFAS was able to achieve $175 million of savings through consolidation of field 

operations and by the reduction of the number of finance systems, down  from 82 

to 20.  They hoped that by 1999, a Defense Joint Military Pay System would be 

fully implemented. This would reduce 22 military pays systems to two for the 

 
326 . Sandler, T.  and K. Hartley. 1995. The Economics of Defense. Cambridge, UK. 

Cambridge University Press.  pg. 2 
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Army, Navy, and Air Force. A Total Force System was desired to pay its 2.5 million 

members on active or reserve duty.327  

The US invested heavily in commercial off the shelf (COTS) solutions. In the 

meantime, the legacy systems remained active until replaced completely by a 

COTS solution. DFAS then created a common database that fed and transformed 

legacy personnel and pay systems. DFAS engaged the three Services by 

establishing program support offices and a sufficiency review – April 18, 2001, in 

order to do so.  

By 1999 DFAS expected the reduction pay systems would result in “… two for the 

Army, Navy, and Air Force based on a Total Force System paying 2.5 million 

members on active and reserve duty.” 328 The aim was subsequently modified to 

implement one pay system per “environment” that encompassed the needs of 

regular, reserves, and retirees for Army, Navy, Air Force, and Marine personnel.329 

DFAS awarded PeopleSoft USA, Inc., Bethesda, Md., a $6,560,812 firm-fixed-price 

contract. This contract delivered DoD a wide enterprise license for a commercial 

off the shelf human resource software package. This package and license 

supported the Defense Integrated Military Human Resources System 

(Personnel/Pay) (DIMHRS Pers/Pay) program.  

DIMHRS was to be the single standard personnel and pay system, which 

supported military personnel of all Services and their components. The work was 

 
327 United States. DoD. DFAS Public Affairs. 1996.  DFAS: The DoD Accounting Firm. 

Changing the Shape of Finance and Accounting World. January 10, 1996. 

DfasMagazine@cleveland.dfas.mil 

 
328 United States. DoD. DFAS Public Affairs. 1996.  DFAS: The DoD Accounting Firm. 

Changing the Shape of Finance and Accounting World. January 10, 1996. 

DfasMagazine@cleveland.dfas.mil 

 

329 Edward Grysavage, Business Integration Executive, DFAS Arlington, edward.t.grysavage@dfas.mil, 

(703) 607-5032 Presentation: DIMHRS Pay Program, 2001 Briefing package from “DFAS ASMC PDI 2001 

Briefings”: 

http://www.dfas.mil/pdi2001/ pg. 11 of 47 
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to be completed by March 2002.330 The contract for this service was only for one 

calendar year. However, the final tally of the investment is easily deduced.  

The US had to invest at least $6.5 million per annum. The program horizon was at 

least a five-year period, based on the gap between an initial contract period, 

2002, and the  final implementation date scheduled for 2006. Based on a 

spending rate of $6.5 million (or $9.8 million Canadian) annually over the next 

five years, the price of converting the US military pay system, was estimated to be 

lowballed at $32.5 million. This cost estimate though was only for an annual 

license fee, nothing else!  

A full cost of the US project was likely somewhat higher. But this lowball figure 

was at the same price point of Canada’s “Request for Comment” for the same 

service. Regardless, the US experience suggests that a much higher rate of 

investment was required. But the comparison does suggest that the Canadian 

system was cheaper on cost alone. A fully mature pay administration system had 

already been developed, deployed, and employed by the CAF, a fact sadly missed, 

by most, if not all senior managers within the CAF and DND.  

A movement to a COTS solution would have required a Canadian investment in 

kind, a simplification of the rule base, and a continuing retention of a legacy 

system until it could all be effectively achieved. Based on the US experience, this 

meant that Canada would have had to retain its legacy system for an additional 5-

year period while a new one was implemented. 

COTS solutions were not without cost avoidance. They require real inputs of time, 

capital and money. DND invested in a similar licensing arrangement in the 

implementation of its human resource requirements, a separate system from its 

 
330 United States Department of Defense CONTRACTS. FOR RELEASE AT 119-01 5 p.m. ET March 20, 

2001. PeopleSoft USA, Inc., Bethesda, Md., is being awarded a $6,560,812 firm-fixed-price contract to 

provide a DoD wide enterprise license for Commercial Off The Shelf Human Resources software. 

http://www.defenselink.mil/cgi-bin/dlprint.cgi 
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CCPS. On the money side for example, DND procured a similar license for $5 

million Canadian for human resource requirements. The Department ultimately 

completed that project at a cost of $25.7 million.331  Therefore the US cost was 

probably higher than the $6.5 million of any license purchase.  

A conservative benchmark of the US cost can be estimated. The $25.7 million is a 

value representing the program change requirement. Assuming the $5 million 

license cost represents the initial investment, and the full costs of $25.7 million 

represents  the effort of change over 5 years, then the Canadian model suggests, 

a factor of 5 times the cost of the initial price, must be applied to estimate the 

effective cost of a project similar in scope. Therefore, the estimated minimum 

cost can be approximated as $32.5 million US or roughly $48.8 million Canadian.    

On the legacy and time side of the issue there are always problems with any 

project implementation. There was a considerable technical component to the US 

implementation of PeopleSoft. DFAS minimized risk through the adoption and 

standardization on one product for all its pay and administration needs.  

This certainly simplified the requirements that reduced the number of 

administrative systems, once regionalized and required in the past. But it took 

time to do so and legacy systems had to be maintained in parallel until full 

acceptance of the project. That was a minimum of 5 years in the US case. 

The minimization of project risk cannot be trivialized. There were underlying steps 

that DFAS had to take to minimize the technical risk. The delivery of pay and 

benefits had to be based on common compensation rules. Like Canada, the US 

compensation rules, administration and public fund accountabilities were 

legislatively based. There was much work to be done. 

US progress was stated in 2001 under a document titled; “Progress Made to 

Date”: 

- The number of accounting systems had not changed since first 
observed in 1998  

- By 1998 $175 million of savings were achieved by consolidating field 
operations and reducing the number of finance systems from 82 to 20 

 
331 See CID database for project 2400. Could cut and paste it here. Technical difficulties cause computer crash. Must 

update once system is back on line. 
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- The 1999 expectations for systems reduction had not been achieved 
- Systems reductions had slipped between 1999 and 2003 
- Personnel levels were reduced from 31,000 in 1992 to the level of 

18,000. 
 

The United States efforts highlight the difficulties of new project implementation. 

It was difficult to make effective change while downsizing, while concurrently 

maintaining a legacy system, and finally, while implementing project replacement. 

The US forestalled disaster by consolidation, which likely provided much relief. 

But this consolidation was only done in the 1990s.  

Canada had already achieved that during its integration and unification effort 30 

years prior. Canada enjoyed the fruits of those labours for that time. And at the 

end of the day the final price point on system costs had already been achieved 

when benchmarked to the United States. Canada was poised to do better if it 

could adopt a “Most Efficient Organization” option. 

The annual operating cost of the Canadian military pay system was approximately 

$31.5 million per annum at the time. It was at the lower threshold of industry 

interest should the department pursue an ASD option. It could only go lower if an 

MEO was adopted. This would be well below the industry and US benchmark 

thresholds. Thus, once again, this suggested that the Canadian system was 

cheaper on price point. If the Canadian MEO was dropped in favour of a COTS or 

ASD solution, a major capital system investment was required. 

The US experience also highlights the necessity for further rule simplification if a 

COTS solution were implemented. We have already demonstrated elsewhere that 

this was not a Canadian priority, and that it would be exceedingly difficult and 

time consuming to accomplish.  

The US experience also clearly demonstrates the need for retaining staff both for 

an implementation and to maintain a legacy system as an interim measure. This 

was costly and, given the exigencies of the Canadian defence budget, would make 

such a project a difficult and insurmountable task based on Canadian experience 

with similar projects. 
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Outcome – Benchmarking to Australia 

The Australian experience was unique. Its department of defence had similar 
origins as DND. Australia created one Department of Defence in 1972 when 
legislation was passed giving effect to a new organization.332  
 
The Australian Department of Defence had evolved considerably since its initial 
amalgamation. The Australian Defence Force consolidated three separate service 
departments (army, navy, and air force) into one.  It also adopted the Canadian 
DND diarchy, especially the DM/CDS relationship, regarding the management and 
control of its Defence Forces. A Chief of Defence Force was responsible for the 
service force portion, while the control and management of the department was 
the responsibility of a Secretary of the Department of Defence. Both jointly 
shared responsibility for "the overall direction of the Defence Organization in the 
exercise of their single and joint responsibilities under legislation and Ministerial 
Directives”.333 
 
Interestingly the Australia Defence budget for 1996-97 was $10.2 billion. More 

importantly, was the fact that their Defence Budget represented 1.9% of GDP. 

That mark was very close to Canada’s 2% mark in the decades prior to 1994.  

Significantly, this also marked the Australia Defence Force’s lowest share of GDP 

since 1938-39.    

Still Australia saw a need to reassess its defence posture and capabilities. 

Concomitantly, there was a strong desire for new capital while retaining most of 

its current combat capabilities, despite declining defence budgets.  To meet the 

demands presented by this unique set of circumstances and because of a 

restricted defence budget, the Minister ordered a Defence Efficiency Review that 

was completed by March 1997.334  

 
332 O'Connor, M. 1985. Australia's Defence Policy. To Live in Peace. Melbourne 

University Press. Pg. 72-73. 

 
333 Australia. Minister for Defence. Comments by the Hon Ian McLachlan, AO, and MP. 

Minister for Defence. Friday 11 April 1997. Defence Reform Program. Under notes: "Key 

Features of Defence Reform Program". Downloaded from Australian Defence Website. 

 
334 Australia. Minister for Defence. . Ministerial Statement. Defence Policy. The Hon. 

Ian McLachlan, AO, MP. Minister for defence. House of Representatives. 15 October 
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The key outcomes of that report were in the requirements to achieve efficiency 

by eliminating duplication, streamlining administration, reducing the layers of 

bureaucracy, and by creating a more corporate approach to decision making.  The 

expected savings of these efficiencies were $770 million annually. These savings 

were then supposed to be directed to the core capabilities of the Australian 

Defence Force.  

Australian defence managers estimated that it would take at least four years to 

achieve the necessary returns from their efficiency efforts.335  Significantly then, 

the Australians did not demand immediate returns on their efficiency efforts, 

rather this expectation was an indication of a long-term view, before significant 

impacts would be felt. 

One effort put forward for rationalization was a consideration of human resource 

and pay. Australia’s DoD identified that its allowance and benefit structure could 

be simplified. Compensations were recommended for a job approach rather than 

an allowance method.   

The “Defence Efficiency Report” also suggested that DoD’s overall costs were tied 

to base administrative and other support activities. Australian defence managers 

estimated that this was 32% of defence outlays. The management of these 

outlays employed approximately 30% of Defence staff, a factor very similar to 

what Plumptre found in Canada. Thus, there was a basis of comparability of 

Canadian to Australian experience. 

Their “Defence Efficiency Report” efforts eventually resulted in a 70% outsourcing 
of in-house functions, that were turned over to commercial interests.  An average 
savings of 30% was consequently achieved.336 Similar efforts made by Canada in 
its MEO option achieved a much higher result, while the function was retained in-
house. The key difference to Australia’s success in outsourcing, was founded in 
the adjustment of their rule base that allowed ADF service personnel now to be 
paid on a job approach, rather than an allowance method, something that Canada 

had not elected to do. 
 

 
335 ibid. Comments. Hon Ian MacLachlan  11 April 1997 
336 Australia. Australian Defence Force.  Found on (Australian) Defence Home Page. Apr 

1997. Fact Sheets, 12(Facilities and Long-term Management), 13 (Logistics and Regional 

Support), 14 (Personnel), & 16 (Administrative Support & Legal Services). 
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By 1998 Australia had taken the necessary steps to consolidate its pay and 
personnel systems. It was able to combine its people management and pay 
systems, that brought them all together in an all-encompassing personnel 
management data and information system for defence. After extensive 
evaluation, Australia chose PeopleSoft to provide a commercial off the shelf 
(COTS) software solution for their final needs.  
 
Australia was able to consolidate twenty major personnel management systems 
as well as three pay systems. The single system meant that at any given time, 
defence was able to access both accurate and real time information, on 
personnel, capability as well as deployability. This change confidently enabled 
commanders and staff to make informed personnel decisions. The new system 
eliminated data inconsistencies of the old legacy systems that simply were no 
longer affordable. 
 
PeopleSoft Australia Pty Ltd was chosen as its preferred supplier for the single 
personnel management system in May 1998. Following contractual 
arrangements, the implementation began. The actual rollout of an integrated pay 
personnel system took three years to accomplish. It was one of the largest 
systems of its type in Australian history. The new system was responsible for 
some 110,000 service and civilian workers, a number roughly equivalent to 
Canada’s department in size and scope.  
 
The Australian experience suggests that several factors were crucial to the success 
achieved during this period. These constitute important considerations for all 
governments who chose to pursue such reform. The first key factor was the 
extent to which the political leadership, in government and in Parliament, 
recognized and accepted the need for public service reform. Ministers were 
aware, or came to appreciate, that significant government reform required major 
administrative and legislative reforms. Improved performance of government 
services was seen to be dependent, in large part, on a well-functioning 
professional public service.  
 
The second key factor was the extent to which Australian reformers sought to 
develop a program that aimed at improving the effectiveness of government 
rather, than pursuing a simple and narrow focus based on efficiency. This focus on 
results in the broadest sense meant that ministers and officials alike recognized 
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the need to enhance their capacities in the pursuit of a strategic approach in both 
government and public service reform.  
 
This, in turn, required a good measure of central direction, combined with central 
oversight of implementation by departments and agencies. Reforms were 
incremental in nature, proceeded at a regulated pace, and conducted in a manner 
largely determined by individual departments and agencies. They were 
coordinated, not disjointed.  
 

Finally, and not unrelated to Australia's strategic approach, their record illustrates 

the importance of evaluation by a process based on continuous learning. Australia 

created a “Management Advisory Board (MAB)” as a statutory body at the very 

beginning. The Labor government was then able to seek coherent advice 

throughout its public service reform process.  

Most crucial, however, based on the “Management Advisory Board’s” mandate to 

advise government on the measures necessary for the long-term health and 

capability of the public service, the MAB became the vehicle for an unprecedent 

comprehensive evaluation of reform measures already or yet to be undertaken.  

This was a period of dramatic public service review and change for defence. The 
Australian approach looked at defence as a team. “Defence” was defined as an 
organization comprised of members of the Australian Defence Force, as well as its 
civilian employees of the Department of Defence. This definition subsequently led 
Australia to unify the military and civilian pay components of its defence 
organisation.  
 
Australia then took the steps to evaluate and equate the jobs of both military and 
civilian components that subsequently unified the pay structure of that 
organisation. This was accomplished through a “Flexible Remuneration Packaging 
(FRP) in the Defence Organisation”.337  
 
FRP was an arrangement whereby participants selected a combination of cash 
salary and remuneration benefits that suited their individual needs. In other 
words, the military and civilian members of that department were permitted to 

 
337 Australia, Defence Policy Document, Flexible Remuneration, Packaging (FRP) in the Defence 

Organisation, (author unknown PDF file created 28 April 1999 at 16:09hrs), copy in author’s possession. 
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‘trade-off’ some of their cash salary for benefits. The benefits were selected by 
the participant and were paid for by Defence, usually in fortnightly allotments, on 
behalf of the participant.338   
 
The scheme was open to voluntary participation by its civilian and military 
members. It was achieved because the necessary civil and military legislation 
was amended to allow mutual participation. This allowed some flexibility in 
movement of pay scales as found in the Australian, but not in the Canadian 
experience. It was also indicative of the time necessary to change a policy to make 
one notable reform.  
 
A 10-year time frame for reform under legislative change should not come as a 
surprise. It simply means that it requires political will and a continuing effort to do 
so. But participation was problematic. This change was voluntary not mandatory. 
Individuals had priority and proprietary rights as well. 
 
FRP was a vehicle that tended to move the individual compensation systems 
closer together that allowed the equivalency of salary scales in future. FRP 
became a matter for individual employers to consider. There was still a risk that 
employers would abide by different policies and that other practices would apply.  
 
A key feature of the FRP was a potential portability when moving between 
government departments. But there was no automatic or guarantee of portability 
of FRP arrangements on being transferred or promoted from Defence to another 
Commonwealth Department or Agency.339 This was likely a limiting factor and a 
significant barrier to the full implementation of a long-term strategy, if one was 
implied at all.  
 

The Australian experience was very suggestive. Alternative service delivery and 

other related projects were touted with tremendous projected savings potential. 

The advertised and expected rate was 50% or better. Anything else was 

considered merely shaving the ice cube. If you were not with the program, you 

were a dinosaur!  

 
338 Ibid. FRP Pg. 3 of 24 
339 Ibid. FRP Pg. 10 of 24 



227 

 

Australia’s results were less than spectacular when measured to this benchmark. 

As such Australia’s savings amounted to no more than removal of unnecessary 

burden and administrative overhead, that achieved savings far less than 50% or 

more, that amounted to the equivalency of Canada’s MEO effort. Remember, 

such an effort was criticized as merely “shaving the ice cube”. What was 

significant about the Australian experience though, was the heroic effort made to 

simplify its rules in policy and legislation. It was unprecedented!  

Yet that effort was constrained by the recognition of individual priority, 

proprietary and residual rights of employees. Rule change, or legislative change, 

was time consuming and difficult! On a simple one to one comparison of 

benchmark savings, Canada was still ahead of Australia’s game at this time and 

with an in-house work force at that. This may have been indicative that the 

private sector was not as efficient in delivery. Still it must be acknowledged that 

the rule set was different. Yet the result for the dinosaurs (Canada) was not so 

shabby after all. 

Outcome – Benchmarking to New Zealand 

New Zealand’s Public Service renewal efforts were also reviewed in context to the 

Canadian Defence experience. It was held in high regard as an exemplary 

benchmark. New Zealand had taken measures that reformed its business 

practices between 1984 –1996. These were done in response to economic and 

fiscal difficulties that were strikingly similar, as like Canada, New Zealand (NZ) 

could no longer support a burgeoning national debt.340  

New Zealand’s approach aimed at efficiencies with the redirection toward core 

activities of many government programs and, the Defence Services Program in 

particular.341 New Zealand became the model for public service renewal in Canada 

as Canadian fiscal problems of the early 1990s were similar in scope to New 

Zealand. 342   

 
340 Cathy Downs.  Reforming Defence Management: Lessons Learned from the New Zealand Defence Experience. 

Chapter 2, Pg. 15. In  D.L. Bland,  Issues In Defence Management, School Of Policy Studies,1998,  Queens 

University, Kingston, Ont., pg.15.  
341 Ibid. Downs, pp.13-31.  
342 Office of the Auditor General. Canada. 1995. "Toward Better Governance - Public Service Reform in 

New Zealand (1984-94) and its Relevance to Canada ". 
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Canada’s OAG concluded, that New Zealand’s best practices and lessons learned, 

would lead to reaping the benefits of an early path already taken. The OAG and 

others assumed that this would expedite the application of lessons learned, 

greatly benefitting the Canadian situation, by  avoiding the wastage of time and 

resources. After all, why re-invent the wheel? New Zealand was thus considered a 

mentor, because of “best practices” and  significant efforts in the re-alignment of 

its public service.343  

New Zealand's reform program had four broad drivers; economic stress, failed 

government responses, new political leadership, and new ideas. New Zealand 

learned that "real reform can only be effectively launched and boldly pursued if 

there is no clear alternative".344  

The basis of New Zealand’s change was in the dramatic steps taken in its 

accounting systems and processes. These steps were supported by the enactment 

of law to make it happen. New Zealand was able to significantly and effectively 

change its management system and practices within a year of those decisions and 

the enactment of legislation to do so. 345  

Canadian efforts, unlike New Zealand’s, would take somewhat longer. There was 

little, if any, substantive legislative change under the Canadian reform efforts. 

Indeed, Canada forsook the required and necessary legislative approach to amend 

its legislative basis required for this type of change. So, the parameters never 

existed to the same degree, extent, or in kind as New Zealand.  

Thus, Canadian efforts were doomed to be impeded or to be limited. New 

Zealand’s experience was never totally appropriate, applicable, nor transferable 

 
source; http://www.oag-bvg.gc.ca/domino/other.nsf/html/nzbody.html 

 
343 Office of the Auditor General. Canada. 1995. "Toward Better Governance - Public Service Reform in 
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to the Canadian situation or context. In fact, it only proved that benchmarking 

was a limited, totally useless, and deceptive process, unless, an organization 

applying the benchmark was also willing and able to adjust totally to the 

conditions and parameters employed by the mentor. 

This conclusion was borne out by the outcomes of the New Zealand effort 

juxtaposed to Canadian outcomes. The following selected New Zealand 

management concepts suggest the magnitude of the gap between Canadian and 

New Zealand’s management practices.346 

A quick comparison between New Zealand's management concepts and Canadian 

Capacity check observations suggests the depth of the qualitative gap between 

Canadian expectations and those delivered based on New Zealand’s model (Table 

1 - Comparison of Outcomes New Zealand to Canada). 

Table 1 - Comparison of Outcomes New Zealand to Canada 

New Zealand Management Concept Canadian Observations 2001 

Managers must have the freedom to 

act, to run their organizations free of 

ex ante control by outsiders 

(managerial discretion) 

Not observed, in fact identified as a 

problem area 

Policy advice and service delivery 

should be separated 

Conjoined in the Canadian 

experience. Seems that many 

organizations are mandated to do 

both 

Centralized controls should be 

removed from public sector service 

managers, while making them 

directly accountable for 

performance of their organizations 

Centralized control evident heavily 

regulated. 

Financial management systems 

should focus on purchase of relevant 

Modest gains being made in this 

area, a long way to go 

 
346 Ibid. Downs, pg. 19 Figure 1: Concepts of Management For Public Sector Departments 
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New Zealand Management Concept Canadian Observations 2001 

goods and services(outputs) rather 

than control of inputs 

Departments must use full resource 

cost budgeting and accounting 

systems (accrual rather than cash 

management) 

Ongoing  

Department heads are chief 

executive officers and employing 

authorities in their own right 

Treasury Board function. It is 

unlikely that this will ever be 

devolved. 

Relationship with ministers is 

managed through annual 

departmental purchase agreements 

and CEO performance agreements 

Embryonic. But the business 

planning management process aids 

to achieving this end. 

 

Apart from a qualitative gap, New Zealand’s efforts never really achieved what 

was intended and failed to garner significant efficiencies required for its military 

re-capitalization program. New Zealand had difficulty in achieving those targets. 

In the end there were quantitative outcomes; stemming from their policies, but 

when measured from a military perspective, they failed to deliver and resulted in 

lost military capabilities.  

New Zealand’s government retired its air combat role that was no longer 

affordable. It required a new and significant capital investment in equipment. The 

existing fleet floundered as its ongoing maintenance costs were unsustainable. 

New Zealand too suffered from rust out and high maintenance costs. Thus, they 

retired their air combat fleet rationalized by the following government 

statements: 

• “NZ recently completed review of the options for an air combat capability 
confirming the finding of the 1998 Air Combat Review chaired by Sir Wilson 
Whineray that the air combat force equipped with the A-4 Skyhawk in its 
current state would be a marginal asset to any multinational coalition, and its 
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operational utility will continue to decline. Retaining a force that has never 
been, and is unlikely ever to be, used would require in excess of one billion 
dollars in capital expenditure and increases in the NZDF's operating baseline 
over the next 10 years in the region of $1.2 billion. That is unsustainable.”347 

• “In addition to the avoidance of the substantial capital investment costs and 
operating increases outlined above, disbanding the force would produce 
baseline savings of around $870 million over the next 10 years. These savings 
would greatly assist rebuilding the remainder of the NZDF – and make the 
overall force structure more affordable and fiscally sustainable in the long-
term. The government has, therefore, decided to disband the air combat force 
at the end of this year.”348 

 

It was clear, New Zealand determined that the only way forward was through a 
general cost reduction/saving in the complete closure and loss of a capability. This 
suggests either a failure of, or a weakness in New Zealand’s renewal efforts and 
approach. Savings were greatly impacted by “The law of diminishing returns”. You 
can only take so much out of the system. More importantly, it suggests that there 
will always be an underlying requirement in a demand for “new” money. 

This data is suggestive as it points to the flaws within renewal efforts and the 

limited use of benchmarking, such as New Zealand. Clearly the savings they 

expected never materialized or were insufficient to offsetting the NZ Defence 

Forces’ growing needs, that was only worsened, compounded by a direct 

budgetary decline of 18%.  

This was the solitary lesson learned after the fact from their experience. It was 

the lesson of the impacts of reform, in significant budgetary decline.  New 

Zealand faced the same budgetary cash crunches found in ever increasing 

operations and maintenance cost. They cut their budget. Equipment rusted out 

and, in the end, little was left for modernization or capital equipment. Major 

capabilities fell off the board.349  

 
347 New Zealand, Government Defence Statement, A Modern, Sustainable Defence Force Matched To 

New Zealand's Needs, 8 May 2001, pg. 2 of 15 (hereafter NZ GDS 2001), pg.  10 of 15 

348 Ibid. NZ GDS 2001, pg.  10 of 15 

 
349 Ibid. NZ GDS 2001, see pg. 2- 4 of 15 for a detailed list of areas that require modernization and are being 

pursued by New Zealand. If one substituted Canada for New Zealand,  one would arrive at much the same list . 
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How could Canadian leaders and managers not see what had happened? 

Ironically New Zealand appeared to be adopting an integrated headquarters and 

force structure moving forward, that Canada had implemented in the late 1960s 

and early 1970s. Clearly then, Canada was likely ahead of its time, and the fact 

that Canada may have already been the best in class, was probably lost to the 

OAG of Canada who so desperately sought a model for the resolution of Canadian 

fiscal problems. And it was this desperation for instant results that blinded many 

to the impacts of unintended consequences of lost capabilities, or of the 

magnitude of the effort required to make change. 

Canada’s defence organization continued to be disparaged as inefficient by many 

defence observers throughout the 1980s and 1990s. Yet it was the Canadian 

integrated model that many defence organizations sought, to employ in the move 

toward a concept of “jointness”,  inherent in the management concept, known as 

the “Revolution of Military Affairs (RMA)”. 

New Zealand’s 1999 and 2001 findings suggested that success in public service 

renewal efforts were limited particularly with regards to defence and security. It 

suggested that a minimum ceiling for defence spending existed and was required. 

A government had to be prepared to provide a minimum funding baseline, 

commensurate and justified to its own situation, security needs, threat analysis, 

and circumstances.  

Benchmarking was an inappropriate tool for change in defence organizations. No 

two defence organizations ever face the same situation or threat. New Zealand’s 

context was totally different from the Canadian context. That notwithstanding, 

the fact was, the two faced similar economic pressures, had the same scope of 

debt relative to GDP, and had similar governance structures. The differences were 

the nuances of governance, that were different, that in the end, were the true 

roadblocks to effective change. No one in Canada was willing or had the political 

will to remove or change the road blocks on a continuous basis, over the long 

term! 

Finally, New Zealand’s public service renewal lessons and use as a benchmark, 

proved to be of limited value. There were no quick or easy applications from New 

Zealand’s lessons learned. These bore no resemblance to Canadian defence needs 

or situation.  
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Benchmarking may have been appropriate to industry for use as a tool. It may 

also have some applicability for government regarding the economy, in places 

where the resolution of economic, trade and debt issues have a common basis. 

But at the heart of the matter, were the difference between government and 

industry, where one strives to reduce costs while maximizing revenues regarding 

the balance of trade, while the other, profit is a motive. It all works when 

processes are similar but, there are few similarities when lessons learned are 

applied to cost centres, such as defence, whose aim is not to make money, but to 

provide a public service, and that is always at a cost! 

In the matter of national security and defence issues, benchmarking certainly was 

an inappropriate tool. National security and defence have fixed obligations. These 

obligations arise normally from either treaty or national policy. Unless those 

obligations or policies change substantively, there will always be a demand for 

money!  

The key lesson was that, unless you are willing to remove an obligation or 

capability required for a national defence/security policy, you will have a constant 

threshold and demand for funds. Remove the demand and you remove the 

requirement for either maintenance or new acquisition, However, if this path is 

chosen, it is chosen with a high degree of risk. That risk is full of unintended 

consequences that in the end, may be more expensive than maintaining the 

“status quo”. 

Achieving Expectations - the Office of the Auditor General for Canada 

Canada embarked on a significant renewal effort between 1995 and 1998 in an 

effort that crossed all government departments and agencies. The Department of 

National Defence had to come to grips with this reality in which the Department 

launched an ASD program in 1995. The Department hoped to achieve a goal of 

savings of $200 million a year by 1999, followed by additional savings each year in 

the amount of  $350 million to 2001.350   

 
350 Canada, Auditor General for Canada, 1999 November Report of the Auditor General of Canada, 

Chapter 27—National Defence—Alternative Service Delivery, National Defence Alternative Service 

Delivery , November 1999 Report, article 27.6 

http://www.oag-bvg.gc.ca/internet/English/parl_oag_199911_e_1142.html
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The savings were to be found through the rationalization of the Department's 

$3.5 billion annual expenditure, directed  largely toward support services. That 

focus set the tone and scope for where the savings and change were to be found.  

The department projected in 1996 that annual savings of $200 million could be 

achieved by 1999. It was an overly optimistic view.  

When reviewed by the Auditor General, actual departmental savings 

approximated $68 million. It proved to be an ominous start. The department then 

reset expectations but still hoped to achieve savings, in a revised estimate of $175 

million a year by 2004.  

Put another way, after a four-year effort, the department achieved little for the 

effort. It only achieved a mere $68 million per annum, from the renewal effort on 

its total support service program of $3.5 billion. That  equated to a savings rate of 

roughly 2%.  

In fairness an appropriate test may have been to measure those savings, 

individually over the cost of each project, then under “ASD” consideration rather 

than the entire program. But it was the Auditor General who chose to express it 

this way albeit indirectly. There was no mention of “individual savings” in its 

introduction to the OAG Annual report of 1999. That analysis was left to the 

introspection of the reader, who when faced with the bold facts, had to derive 

their own conclusions.351 The question ten, was two percent savings on $3.5 

billion budget worthy of the Department’s time and effort?” 

There were four-test questions that were addressed at the beginning of this 

paper. These are reiterated: 

a. achieving objectives; 

 b. accountable to parliament; 

 c. transparent; and 

 d. in the public interest. 

 

 
Source: : http://www.oag-bvg.gc.ca/internet/English/parl_oag_199911_27_e_10156.html 

Accessed : 13 November 2008 

 
351 OAG 1999 Report, article 27.1 

http://www.oag-bvg.gc.ca/internet/English/parl_oag_199911_27_e_10156.html
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The preceding overview provides sufficient evidence to document that an 

evaluation of expectations can be adequately addressed. As one project, the 

military pay system achieved the 30% saving targets demanded by the White 

paper of 1994. The overall costs of operating the pay system had been reduced 

from $55.5 million in 1994 to $31 million in 1997 (44.1%).  A stretch target was 

also set by the department to reduce the headquarters by 50%. The reductions in 

military pay services went a long way to attaining that goal. Regrettably, it was 

never that simple.  

The military pay system continued to be an amalgam of centralized and 

decentralized infrastructure, interests and stakeholders. These are all wedded 

together, as the basis of the provision of military pay support services. It became 

very evident that ADM Fin CS was never the sole proprietor of the resources and 

processes within the military pay system. 

Therefore, the attainment of stretch goals had to be ascertained individually. The 

collective responsibilities and mandates of all senior managers within the 

Department, was in fact, a key limiting factor to achieving the desired 1999 and 

2001 stretch targets.  

Military pay neither controlled nor owned many of the facets of the system. 

These were decentralized and commanded by others. Full cooperation and,  buy 

in by Canadian Forces environmental commanders, was required. It was not to 

be. They had already cashed out the resources or had projects of their own to 

fund. And yet, the military pay system still was able to achieve the global target of 

the 1994 White Paper without “Alternate Service Delivery”.   

But there were some very valuable lessons here, not necessary accepted or 

acknowledged by those implementing change at the time. First, to make effective 

change, ONE MUST have total ownership, as well as command and control over 

the resources concerned. Second, and most important, you cannot squeeze blood 

from a stone. When the target resources had already been converted prior to the 

start, or monetized and utilized by any stakeholder in the process, the laws of 

diminishing returns apply.  Little, if anything, remains for recapitalization or future 

investment once that has been done or achieved. The money is gone, it’s simply 

not there, a fact that went unrecognized! 
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Transparency and the Public Interest: 

The entire Military Pay ASD process was conducted in a uniquely public forum. 

The changes demanded to make the military pay system more efficient were 

reported annually to the Standing Committee on Public Accounts (SCOPA) and 

The Standing Committee on National Defence and Veterans Affairs (SCONDAV).352 

The department was also open to private sector review, in the process. The 

Department  wished to assure all that the process was conducted openly, and in 

accordance with a prescribed methodology, that met the test of probity.  

The ASD military pay review process met certain tests of internal and external 

review in a contract with Consulting and Audit Canada and KPMG, who 

independently reviewed the process and methodology. These individual external 

reviews were ensured that the eventual decision to defer the ASD consideration 

stood the test of transparency that served the public interest. The prevalent 

evidence suggested that ASD of military pay as proposed in an outsourced 

contract, was an expensive venture, that would have likely breached a fixed 

funding ceiling, never attained the desired savings for redirection, and was very 

costly. 

Benchmarking was the important tool used at the time. It was useful in one 

regard; it established the true cost of outsourcing failure. The United Kingdom’s 

 
352 Canada. National Defence. Director General Finance. Better Ways Of Delivering Support. (minute sheet 1150-14 

(ADM (FIN Cs)) 4 Dec 97) dated 8 Dec 97 (serial 12- hard copy)) 

Canada. National Defence. . DAPPP. Preparation documents: SCOPA Briefing Question Sheet File 28 Jan 97 Serial 

12 (C:\My Documents\The Wayahead - The future of the Military Pay System\A12. ASDPAY.GDM.doc) 
 

Canada. National Defence. DAPPP. Preparation documents: SCOPA Answer sheet: 27 Jan 97 Serial 12 

(C:\My Documents\The Wayahead - The future of the Military Pay System\A12. SCOPA1.doc) 

 

Canada. National Defence. DAPPP. Preparation documents: SCOPA Answer Sheet in Preparation for 20 

Jan 97 (C:\My Documents\The Wayahead - The future of the Military Pay System\A12. SCOPA20.JAN.doc) 

 

Canada. National Defence. DAPPP.  Preparation documents: SCOPA Preparation Sheet 27 Jan 97 (C:\My 

Documents\The Wayahead - The future of the Military Pay System\A12. SCOPA27.doc) 
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effort was the case in point. The United Kingdom benchmark established a true 

value of a Military Pay ASD venture to be in the range of $765 million Canadian 

(300 million-pound sterling) to have it go out the door, and a similar amount to 

bring it back in.  

The Department of National Defence (Canada) could ill afford a new HR 

application at the time, especially as other operational demands were pressing. 

These demands included not only necessary capital replacements for helicopters, 

aircraft, ships, and other armaments, but also a commitment to fund a potential 

10% pay hike and other quality of life issues valued at $700 million.353  

The combined Canadian fiscal demands never stood a chance of a test of serving 

the public interest in this context. Consequently, the decision to defer any ASD of 

military pay services was probably the right one at the time. This did not mean 

that nothing could or should not be done for the future. It simply meant that DND 

had to review the legitimacy of the ASD process rather than throw away money it 

did not have. The deferral decision focused the department’s strategy towards re-

engineering and maximizing the use of the existing infrastructure and pay system.  

What of the future? It was assumed by the project’s deferral that the current pay 

system would continue and be e utilized for at least the next upcoming five years 

and at which the department may retender beyond that point.  

But there were other issues bearing down on DND; particularly around the 

impacts of millennium change requirements in preparation for the year 2000.  

The department’s first priority was the need to deal with the huge Y2K problem 

and IT infrastructure. That potential problem required huge investments 

necessary for change, for truly,  failure and collapse were not options. 

Increasingly, it became evident that there were no resources available to deal 

 
353 Canada. Standing Committee on National Defence and Veteran’s Affairs (SCONDAV).A Strategic Plan for 

Quality of Life Improvements in the Canadian Forces. 1998. Chapter 2 Pay. 

http://hr.dwan.dnd.ca/scondva/engraph/10chap2_e.shtm#0.2.5FPCNZ.G02CLG.M48K1F.F 

and NEWSMEDIA TRANSCRIPTS - DOCUMENTATION 

TOPIC/SUJET: Navy may mothball 4 frigates to fund CF pay raise AGENCY/AGENCE: CBC NW  

DATE-TIME/DATE-HEURE: 11 10h30 Dec 1998 REFERENCE: 98121102b 

CBC news transcript with Rob Gordon on the military pay and housing package valued at $700 million. 

http://131.134.98.172/dgpa/Transcripts/December%201998/98121102b.htm 

 

http://hr.dwan.dnd.ca/scondva/engraph/10chap2_e.shtm#0.2.5FPCNZ.G02CLG.M48K1F.F
http://131.134.98.172/dgpa/Transcripts/December%201998/98121102b.htm
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with a “next” ASD review. Such resources would not be available until after the 

year 2001 following the resolution of the Y2K dilemma.  

Based on the most recent experience and that of others, another proper ASD 

review would require a minimum of at least two years, if the ongoing interests of 

Canadian taxpayers were to be protected. This would place a roll out of any new 

initiative in the year 2003/4 at best, assuming a minimal fallout from Y2K. Thus, 

the focus on the military pay system changed from the present, to the future.  

The future came to be defined around the Year 2010. This date was meaningless 

to most, but it was a very significant date and milestone. It was the year in which 

business and world leaders agreed in treaty, as the date the western world came 

to adopt a fully electronic commerce system. This key milestone had an influence 

of where the Canadian government and the Department were going. 

The influences of the past continued to have a direct impact on delivery of the 

pay system of the future. The department continued to receive an inordinate 

amount of criticism for retention of a non-core function.  Time and again, this 

“non-core” message was continually played in the press, and had an undue 

influence on the interest and attention of the public and department heads.  

There was a turning point as it was eventually realized that pay; its influence on 

morale, operations, and capability, were matters of great concern to most senior 

officers. It finally dawned on many that pay was truly an intrinsic and essential 

core value of a military organization. It was one amongst key tools, where its 

“value”, could be employed by senior heads, to directly influence the well-being 

of the individuals under command; hence it was a fundamental control to morale 

and personal wellbeing.  

This one factor alone should have been recognized earlier and have overruled all 

other necessities for, at the end of the day; a disruption of pay services could only 

serve to denigrate a commander’s ability to effect good order and discipline. As 

esoteric as it may sound, this is a truism that most commanders failed to 

recognize, until faced with the reality of having this activity delivered 

alternatively.  
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To Understand the Future; Revisit and Review the Past  

The problem remained though, that military pay, and other support activities, will 

always be considered “non-core”; hence, “non-essential”. At some point in the 

future someone will venture down this rabbit hole and attempt this one more 

time. 

The first step to understanding the future then is to revisit and review the past. 

Sadly, there is never enough time nor interest to do so. The old military adage of 

“time spent in recce is seldom wasted”, is one often ignored in the new 

management era of DND, but it applies here! First up should be a review of 

history of past reviews concerning best practices and benchmarking. A reflection 

on these issues herein, poses some questions for consideration  in the path and 

way ahead for any future military pay initiative. The basic questions are: 

a) what valuable lessons were available that may suggest implementation 
for efficiency gains in future? and 

b) what were the benchmarked results of other initiatives that may be 
used in comparison for the Canadian Forces military pay system? 

 

Some benchmarking results concerning renewal efforts were presented earlier in 

the preceding narrative of this text.354  Those results that Included New Zealand, 

 
354 Canada. National Defence. DAPPP 1994. The Report of the Military Pay Service Study. Director of Pay 

Services. December 1994. Part 5  

Canada. National Defence. Minister of National Defence   .1997. Authority, Responsibility and 

Accountability. Report to the Prime Minister. The Hon. M.D. Young, P.C. M.P., MND, MVA. March 15, 

1997. 

                .1997. A Comparative Study of Authority and Accountability in Six Democracies. A Report to 

the Prime Minister. The Hon. M.D. Young, P.C., M.P. MND, MVA. March 15, 1997.  

 

                .1997. A Paper Prepared for the Minister of National Defence by Professor D. Legault, Laval 

University.  A Report to the Prime Minister. The Hon. M.D. Young, P.C., M.P., MND, MVA. March 25, 

1997. 

                .1997. A Benchmark Study of the Armed Forces of Australia, Italy, the Netherlands, Sweden, the United 

Kingdom, and Canada.  A Report to the Prime Minister. The Hon. M.D. Young, P.C., M.P., MND, MVA. March 25, 

1997. 
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were desultory at best and may be the harbinger of actual results, if their lessons 

are ignored! 

Additional reviews were also conducted to determine if there was a common 

scope concerning evolutionary change or influences on Allied military pay services 

in the 1990s.355  Four countries, were reviewed in preparation for this portion of 

the review; United States, United Kingdom, Canada, and Australia. Finally, a 

review of the private sector was also conducted to determine where they were 

heading. These studies were the foundation for the following analysis. 

The first analysis, ascertained the efforts of Canada, United Kingdom, Australia, 

and the United States. This analysis sketches  what was tried and then compared 

the sketch to Canadian circumstances. Had Canada already been down a certain 

path previously? What were the new ideas? This information was derived from a 

global internet search, then categorized as follows: 

- Old – Internal Improvement efforts (Canada previously conducted) 
- New – new management efforts and government agencies 
- P3 – Private Public Partner initiatives 

  

A summary of the findings is found in the following Table 2 – Test Of Tried And 

True To New: 

Table 2 – Test Of Tried And True To New 

Country Old New P3* Total Old: 

New 

ratio 

% New 

Ideas 

TB GoC 16 4  20 4:1 20% 

UK 17 9 18 44 4:1 20% 

 
.1997. A Paper Prepared for the Minister of National Defence by D.J. Bercuson, PhD. D., FRSC, and 

University of Calgary. A Report to the Prime Minister. The Hon. M.D. Young, P.C., M.P., MND, MVA. 

March 25, 1997. 

    .1997. Leadership and Management of the Canadian Forces. A Report to the Prime Minister. The 

Hon. M.D. Young, P.C., M.P., MND, MVA. March 25, 1997.  
355 Canada. National Defence. Royal Military College of Canada, Kingston, Ontario. .Major GD Madigan.  A 

Common Monetary Basis for the Control of Allied Defence Organization. 29 January 1998, 48 pg. (Serial 13) 
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Country Old New P3* Total Old: 

New 

ratio 

% New 

Ideas 

Australia 17 8  25 ~2:1 32% 

US 30 16  46 ~2:1 34% 

 

The data is merely a listing of found initiatives. They are not necessarily 

representative nor are they statistically valid. However, they are indicative of a 

range of new ideas to old. They may also provide an empirical basis for testing of 

a hypothesis of the relevance of novel or new ideas, as part of a future review in 

comparison to our Allies.  

The data was accumulated under similar conditions of time, urgency and resource 

constraints that existed throughout the entire military pay review process 1995-

1998. A second limitation lays with the categorization, as it was conducted 

experientially. It was based on the reviewer’s knowledge of Canadian Forces 

Systems and other initiatives; and as such, may be biased and flawed.  

But this too is reflective of the entire process. Consider this, key decisions were 

often made rather quickly without sufficient background or research, merely as a 

simple check off the list, in a staged review, without any in-depth analysis. “We’ll 

come back to it later”, was the prevailing attitude; for time was the overriding 

factor to get things done. Acknowledging these limitations, decisions were made 

on far less information and on benchmarking alone, and more often than not, on 

gut feel and intuition alone.  

The available data does present the reader with an informed choice once all risks 

have been considered. Once more, the perception of risk was often very 

subjective, understated, or underestimated.  

The value of the information in Table -2 then, is that it demonstrates that 

decisions were not necessarily made with perfect information. We work with the 

best information available to arrive at an informed decision, in real time, to 

quickly capitalize on new directions.  
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Based on the best information available, it is easy to conclude that in the field of 

best practices, the Canadian Forces would only yield marginal results (Table-2). 

There was very little new or fertile ground here. Most of the ideas presented had 

been either tried, trialed or considered by Canada previously through the 

integration of the Canadian Forces in the late 1960s and early 1970s. The 

Canadian Forces and Department of National Defence, had already implemented 

most of ideas that were only being considered by other allies in the field of pay 

administration many years later in the 1990s. 356  

The real gems were those new ideas reflected in the 20-30% of new 

ideas/activities that the Canadian Forces had not considered or investigated. 

These new areas concentrated on internet technologies, training and secondment 

of personnel to industry, capitalizing on market opportunities from defence 

outputs, electronic commerce, virtual offices, business entry points, strategic 

alliances, policy formulation, and electronic security.  

These new concepts were necessary for the Government of Canada’s Y2010 

commitment. They eventually had to be considered and finally implemented. The 

preponderance of future information technology leant toward a future based on 

electronic commerce, and the use of the Internet.  

Benchmarking Results: 

Having reviewed best practices, the next review ascertained what the levels of 

success were attained by past best practice reviews either through alternate 

service delivery, outsourcing or privatization. A detailed log of benchmarked 

practices was maintained for 24 serialized entries. 

Many defence organizations including the United Kingdom, Australia, and the 

United States took extensive measures to rationalize their organizations through, 

 
356  The reader is well advised to read the entire document contained at serial 13. A detailed analysis particularly of 

the United States experience documents precisely the limitations of the comparability of one nation’s best practices 

to another. The entire process is fraught with problems as the analysis concluded that despite a common monetary 

basis, all proceed differently from a different constitutional or legislative basis. Therefore there will be inherent 

limits to what can be achieved and to what extent these best practices may be applied. Consequently managerial 

expectations are grossly over inflated. When the initiatives either fail or do not achieve the desire targets, managers 

will fail to realize the basis of the failure and ascribed blame to an inappropriate target.  
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downsizing, alternate service delivery, and business process re-organization. Their 

efforts resulted in overall net savings of between 18 to 23%. 

Data from the United Kingdom and the United States was obtained to benchmark 

the success of failure of the Canadian effort. The United Kingdom benchmark was 

previously described above. The simple analysis suggested that the cost of the UK 

pay system was roughly twice that of the cost of the CF military pay system at the 

time. It should be recognized that the UK’s system was a project under 

development, while Canada’s was fully matured. Both were based on similar 

requirements and the UK pay integration proceeded along the Canadian model. 

This was suggestive of the efficiency of the Canadian model. 

Additional information was obtained for the United States. It too was in the 

process of adopting an integrated Canadian-like pay model for its implementation 

of a common tri-service pay system. The essential issue of the United States 

efforts was its inordinately high operating costs.  

US military pay service cost of operations was expected to decline from $12.44 

per member per pay (US) in FY 95 to $6.74(US) by FY 99. This represented a 46% 

decline in the cost of delivery of US military pay services, if their efforts 

succeeded. The United States unit cost for delivering military pay, monthly. At the 

time, the current Canadian monthly full cost was $21 per member per pay, semi-

monthly.  

It was not known if the American figure included all full cost elements included in 

the Canadian data. The analysis of the American findings suggested that their data 

was organized on a component cost (entity concept) rather than on a full cost 

basis. Thus, a simple one for one comparison was inadvisable as there was no 

obvious point for cost comparability. It was interesting to observe though that the 

percentage savings is similar in size and scope of those savings, already achieved 

by the CF military pay system in 1997 (44%). 

The United States analysis identifies the true problem of comparability, especially 

when one data set is being compared to another; and rationalized in the realm of 

the court of public opinion. The United States expressed some costs on a 

transaction basis while others were expressed on a pay account basis. All were 

dissimilar amongst themselves and not comparable to a Canadian cost 

comparison. 
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US data was re-analyzed using the transactional approach and found in the end 

that the cost of a US DFT transaction was $2.32(US) per transaction. A similar 

analysis was also conducted for the Canadian Force military pay system, that 

determined a similarity based on transaction costs. 357  Canadian transaction costs 

were reduced from $3.25 per transaction in 1995 to $2.99 per transaction in 1996 

on a full cost basis (ref J).  

Disregarding any consideration of any difference in rate of exchange, the two 

costs approximated themselves in the same order of magnitude.  Any differences 

most likely reflect the attributes of individual defence structures and organization 

rules that ultimately affected the individual delivery costs. It was concluded, that 

on this basis, Canada’s military pay system was in the same league of an 

acknowledged world class organization. 

Based on the preceding information and analysis, it was concluded that the 

Canadian Forces military pay system was operating efficiently and had achieved 

savings within benchmarked costs to other defence organizations. Further as two 

of Canada’s most acknowledged best in class Allies, were adopting a Canadian 

model for delivering and structuring their pay services; it might have been 

appropriate at the time, to acknowledge and state, that the Canadian Forces pay 

system, was the, “best in class - world class” organization. But such a statement 

was not in the government’s playbook for declaring success, by what was seen as 

its bastard child! 

The Canadian Forces led the way in this area for many years. This did not mean 

that Canada had no need for improvement. There is always need for 

improvement. It did mean though, that if you were in the lead, you were also 

obliged to maintain that role and be in a process of continual renewal and change, 

to sustain that position of leadership and vision.  

The Unnecessary Distraction: 

So, what did the future hold for the Canadian Forces’ military pay service in 1997?  

Accepting that the Canadian Forces as “best in class” would have opened many 

opportunities. The first was the department could have rid itself of the burden of 
 

357 Canada. National Defence. Royal Military College of Canada, Kingston, Ontario.  Major GD Madigan. The 

Military Pay System – Defining The Most Efficient Organization. Pg. 29/39 and Table 8. (Serial 16) 
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continually proving this fact to those who had little understanding of the nature 

of its military pay services both within the Government/Department/Canadian 

Forces and public at large.  

Quite simply, the failure of stating this fact, placed the department under 

continual scrutiny. It bore with it a continuing and constant pressure for re-

establishing the burden of proof. The department constantly had to defend itself 

while trying to move the markers forward on military pay and other urgent work. 

It was an unnecessary distraction that necessitated the department to continually 

divert scarce resources at a time when it could ill afford to do so.  

The department would have been better placed in directing time, money and 

resources to attaining its most efficient organization with the vision of remaining 

"best in class". It did not. The “Status Quo” was a position denigrated as merely 

shaving the ice cube. The desire was to shunt the process out the door. The world 

simply passed by while the department defended costs, time and again, ad 

nauseum.   

During the best practice and benchmarking review, a reverberating theme was 

observed in “Y2010”. This theme was commonly found in military and civilian 

literature. At first it seemed to be a distraction. But Y2010 eventually gained 

traction as it became a part of the ongoing debate of the “Revolution on Military 

Affairs (RMA)”. Another term and meaning were found in the military literature 

that also reverberated in civilian literature, that of the “Revolution of Business 

Affairs (RBA)”. Both bodies were proponents of the Y2010. For the curious, this 

begged the question what was “Y2010”? What were its origins? What meaning 

did it have to Canadian and other defence organizations?  

The Year 2010 Explained: 

The answer to the origins of Y2010 were found in a review of Australian Best 

Practices. Australia like many nations faced a wide range of challenges in 1998. 

Globalization and the economic rise of East Asia was forecasted to be the two 

most profound influences. A defining feature of globalization was the new way in 

which business operated. Firms increasingly organized their activities on a global 
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scale. These activities formed new production chains that crossed many countries 

increasing global flows of trade and investment.358 

Australia stood not alone in the recognition of these facts. The RBA, first 

acknowledged in the Uruguay round of APEC Summits, eventually led to a formal 

declaration of intent and common resolve. All APEC Economic Leaders were in 

Bogor, Indonesia on November 15, 1994, including Canada.  

APEC leaders resolved to set in motion the successful launching of the World 

Trade Organization. Here APEC leaders agreed to a long-term goal of free and 

open trade with investment in the Asia Pacific no later than 2020 for non-

industrialized countries and 2010 for the developed countries.359   

Francis A. McDonough provided some insight on the way ahead. He stated there 

will be a common approach to the way the world will do business in future. This 

way was premised on the hope of “electronic commerce”. The aim was to reduce 

paper burden and the elimination of the middleman.  

The objects of the exercise called for a joint sharing of data such with trading 

partners. It was hoped then, that such arrangements would decrease document 

preparation costs,  that efficiencies would be achieved through effectively 

organized delivery of services, as well as efficiencies would be achieved  through 

information kiosks and other electronic business processes, such as smart card 

technology. This called for a major restructuring of the way governments and the 

financial service sectors organize themselves and conducted business. The 

backbone of the initiative was the use of the Internet.360 All this alone would 

require a major change effort and investment to all agencies and government 

departments. 

The APEC initiative eventually found its way beyond APEC 25 countries. This 

initiative was also proposed for extension to special European Union-NAFTA links. 

The effort would have focused world trade organizations on the same vehicle 

 
358 Australia. 1998. DFAT White Paper. In the National Interest. Chapter 2 Facing the New Century.  Para 34-37. 

(http://www.dfat.gov.au/ini/ch2.html)  
359 APEC Economic Leaders Declaration of Common Resolve. Bogor, Indonesia, November 15, 1994. Para 4 – 5. 

(http://www.prica.org/indonesia/economics/apecon.html) 

 
360 McDonough, Francis A. A Glimpse at the Government of the Year 2010 by 25 Countries. January 31, 1997. 

(http://policyworks.gov/org/main/mg/gy2010.htm) 

 

http://www.dfat.gov.au/ini/ch2.html
http://www.prica.org/indonesia/economics/apecon.html
http://policyworks.gov/org/main/mg/gy2010.htm
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used by APEC.361  This led some authors to coin the phrase the “revolution in 

business affairs (RBA)”. 

The RBA was characterized by downsizing, rightsizing; restructuring and business 

process re-engineering that came to be so evident as it was applied through 

Canada’s efforts on Alternate Service Delivery and the United States 

considerations of the “revolution in military affairs (RMA)”.  

The RBA was supposed to be the foundation for the savings derived from the 

promise of technology and focused logistics for the RMA. The conversion by most 

of the European Economic Community to the Euro-dollar was evidence of the 

world trend to integrate commercial practices. Consequently, one could not 

ignore these two trends as they had a continual impact on the delivery of military 

pay, defence, and government organization of the future.362 These elements 

foisted a tsunami of change on to the Department over and above what the  

government already placed on its plate by drastically reducing its Defence Budget. 

The first round of the RBA required the restructuring and rightsizing of 

organizations. The second round required the integration of the technology to 

maximize the potential savings that were possible. Thus, Canada had already 

taken the major steps in achieving the requirements of the first part of the RBA 

through its efforts undertaken in the ASD review.  

There was increasing pressure on the Canadian Forces to become more joint. 

There was an inherent attraction to quick adoption of practices employed by 

Canadian allies; particularly focused logistics. The problem, unrecognized under 

military pay, was the fact that CF had already attained this goal through 

unification and integration as well as other actions over the intervening years.  

Pursuing any ASD model based on benchmarking to Canada’s allies was simply 

chasing the success of the past. It had already been done, capitalized, and 

monetized! What was new and what required capital was use of the information 

 
361 Canada. DFAIT. 1995. 3. And Promise to Keep.  (http://www.dfait-

maeci.gc.ca/english/foreignp/dfait/policy~1/1995/part3_10.htm) 

 
362 See serial 18 in particular  

Canada. National Defence. : 

Maj GD Madigan  Briefing Note THE “REVOLUTION IN MILITARY AFFAIRS” 5 Nov 98 
Anon. A PROPOSAL FOR THE OWG POSITION ON THE NTELLECTUAL UNDERPINNING OF THE CANADIAN VERSION 

OF THE REVOLUTION IN MILITARY AFFAIRS. Nov 98 

http://www.dfait-maeci.gc.ca/english/foreignp/dfait/policy~1/1995/part3_10.htm
http://www.dfait-maeci.gc.ca/english/foreignp/dfait/policy~1/1995/part3_10.htm
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highway to deliver those services.  Grave and to the point at the time, there was 

very little capital available for investment. 

The way ahead for the government of Canada was pointed out for it though. 

Canada had to pursue RBA goals and agenda. The government and Canadian 

Forces became strategically posed for entry on the information highway. Efforts 

were made to provide a single point of service, based on an electronic highway 

supporting the government’s APEC commitment amongst others that occurred 

since 1994.  

Underlying the ASD process was the revolution in business affairs. This impacted 

the direction on the derivation of logistics outputs of defence forces to 2010 and 

beyond. As we can see from the military pay experience, focused logistics, 

collaterally part of the Revolution of Military Affairs, would be an expensive and 

costly capital venture. The Department of National Defence could not ignore this 

trend. Time was once again becoming a factor. Time imposed deadlines prompted 

by 2010 that could not be easily ignored. Money once again was in short supply. 

Could DND swing to this direction without major perturbations? Quite simply the 

answer was yes, with difficulty. There were two possible strategies employed by 

the private sector that could be emulated to ensure the free data flow and 

exchange for electronic commerce of the future.  

The first strategy involved the procurement of new technologies that allow facile 

transfer to the vision of global commerce and standardization in future. This 

worked extremely well for companies that were totally paper based assuming 

they had no other impediments to the adoption of commercial practices and 

custom. But for government at large it was a capital-intensive venture and 

strategy.  

The second strategy employed was the creation of interfaces utilizing existing 

infrastructure that hopefully reduced time and cost. This strategy worked best for 

those agencies who already had major investments or commitments in capital 

structures. But it was difficult to attain if processes were exceedingly rule based, 

that prevented the easy adoption of commercial practices. This was DND’s 

situation. Consequently, the appropriate course of action would be to utilize the 

existing infrastructure as the planning base.  
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It followed that the infrastructure could then be assimilated onto the common 

commerce medium. Once accomplished the issue of outsourcing the function 

could once again be revisited if the infrastructure adopted the common standards 

posed by that requirement that utilized a common medium. Australia and others 

adopted such an approach but done over a longer lead time then allowed for the 

Canadian Forces’ military pay system.363  

It became increasingly evident that change took time. There were necessary steps 

that had to be taken first to achieve the necessary cultural change and conditions 

that allowed senior administrators the means to devolve the function. Pay, and 

the means of its assured delivery, became a quality of life issue though, that could 

not be ignored.364   

Time was always a necessary element to get it right.  In the meantime, there was 

nothing wrong with acknowledging a victory that the attainment of the goals of 

the 1994 Defence White Paper had been achieved. They were not, and that it was 

totally ignored, was an understatement.  

We can see in this narrative that time and desires were often incompatible. To 

deliver any function alternatively, senior commanders required full confidence in 

the delivery of these services, whether done internally or externally. Services 

whether pay or other, had to be achieved efficiently, effectively and seamlessly 

without undue impact or effect to Canadian Forces’ morale or 

combat/operational efficiency.  

When there were no true and realistic guarantees, there truly was no logical 

reason to deliver services alternatively then, or in future. But such guarantees 

were always unlikely and, if pursued and achieved, they attracted considerable 

costs, hidden in the costs of unintended consequences. There are too many 

 
363 Commonwealth of Australia. 1998. APEC Electronic Commerce Task Force Co-Chair’s Summary of Third 

Meeting. Art 2. Public Sector Use of Electronic Commerce 4 Sep 1998 

(http://www.dfat.gov.au/apec/ecom/apec_sing_outcome.html) 

 
364  Canada. National Defence. MOVING FORWARD -A Strategic Plan for Quality of Life Improvements in the 

Canadian Forces Standing Committee on National Defence and Veterans Affairs. October 1998. Chapter 2. 

(http://hr.dwan.dnd.ca/scondva/engraph/report_e.shtm) 
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barriers to successful reformation of government programs, and these are all too 

often unforeseen, understated or under-estimated. 

These barriers are institutional! They remain in place to this day. They are at the 

core of the problem. It seems that all problems and issues are cyclical and there is 

no doubt that some young staff officer will be fighting the rearguard action in 

“Fort Fumble on the Rideau” once more, long after this paper is trashed and 

consigned to the dustbin of history.  
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Conclusion  – Looking through the Rear View Mirror 

Alternate Service Delivery, Contracting, and Private Public Partnerships were all 

sold to the public on the basis savings of the total cost. The elimination of “total 

cost” would indeed lead to dramatic savings but would require the total 

elimination of a task or capability, something that is unrealistic. In fact, we live our 

lives at the margins as does industry who derive profits on the basis of “margins”. 

If we all live on the  margins then,  there is only false hope in the relying on 

projects conducted solely on a “total cost” basis. Such projects  bear no relation 

to reality and as a consequence, the promised savings are seldom, if ever 

achieved.  

Alternate Service Delivery, Contracting, and Private Public Partnerships may have 

their place, but placing trust in success of such ventures is misguided that will 

often lead to failure. And perhaps, it took the public service “Phoenix” payroll 

system of recent years that will make colleagues, pubic servants and government 

to take note of the consequences of relying on a “total cost”  paradigm, and the 

foolishness of rushing out the door, simply to get a project done without the fear 

of “consequences”, or understanding the true nature of what you are trying to get 

out the door.  
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Chapter 10 Policy Outcomes – A Personal Point of View 

 

Many Canadians find policy to be a most mundane subject, the one subject often 

left to the “experts”,  who allegedly know better. We hope that they do their best, 

and what is right by we, the Canadian taxpayers. So, policy is never  a subject of 

casual conversation, or one discussed around the dinner table, or is it? If it isn’t 

from time to time, it should be discussed. 

Policy, regardless of who forms or prosecutes it, impacts our lives, daily! For good 

or bad, Canadians are not immune from policy impacts, especially when they 

touch their pocketbooks and quality of life. 

The Random House Dictionary of the English Language defines policy in two ways. 

In one definition, policy is defined as “a definite course of action adopted for the 

sake of expediency, facility.” Random house goes beyond that definition to refine 

it further as a means and prudent course of action implemented procedurally 

with reference to prudence, wisdom and expediency. 365 

Interestingly, the Random House Dictionary also provides a second definition of 

policy:366 

1. a document embodying a contract of insurance;  
2. or as a; 

a. method of gambling in which bets are made on numbers to be drawn 
by lottery, or 

b. numbers game 
 

These two definitions expose seemingly opposing points of view on what 

constitutes “policy”. The first espouses a means for economy and efficiency in the 

expedient application of goals, aims or objectives. The second implies a degree of 

chaos and randomness that is seldom efficient. Regardless, for both, there are 

outcomes, expectations and methods that are employed in achieving ends. But 

 
365 Laurence Urdang, Ed. In chief and Stuart Berg Flexner, Managing Ed. The Random House Dictionary of the 

English Language, College Edition, Random House, New York, 1968, pg.1027 
366 Ibid Urdang and Flexner, 1968, pg. 1027 
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once a policy set in motion, its success or failure, is exposed to randomness, risk, 

and uncertainty.  

The factors of randomness, risk, and uncertainty are often limited by certain set 

bounds (insurance) set up as either parameters or outcomes within a policy 

statement. In real life though, both definitions equally apply to all stakeholders. 

Policy, its plan, and desired outcomes are seldom easily achieved for all the 

variables are never truly or clearly known. Many variables are either under-stated 

or overestimated at the outset, and rarely are they, if ever, realistically apprised 

or assumed. 

The decade of the 1990s, a notable period in Canada’s history, had tremendous 

impact on the average Canadian in which policy played a role in every Canadians’ 

life one way and or another. Canada implemented major fiscal policy directions to 

come to grips with its economic circumstances. There were major re-

organizations of government structure to right size government and to eliminate 

redundant and duplication of services.  

This new policy direction had a profound impact, as taxpayers bore the brunt of it. 

Many services were no longer freely provided, and taxpayers were expected to 

pony up to the bar to pay for them when used. Downloaded government services 

ultimately led to economic consequences that occurred at a time when many 

Canadians had a hard time making ends meet. Many lost jobs and were seeking 

security with long term employment and prosperity. That happened after the 

implementation of significant public and private sector policies that saw 

downsizing or rightsizing. The fruits of the Revolution in Business Affairs had come 

to bear! 

The impacts of the Revolution in Business Affairs (RBA)and parallel Revolution in 

Military Affairs (RMA) were demonstrated previously. The results of the effort, 

particularly from the perspective of military pay were underwhelming.  The 

desired efficiency targets and hopes for dollars saved, were not necessarily 

achieved.  

The country may have been replete with examples of the RBA and RMA, but for 

the most part, they were never truly documented. The subject of “results” 

following the aftermath of 1995-1999 of alternate service delivery and other 



254 

 

efforts in private public partnering, rightsizing and outsourcing were strangely 

quiet with the notable exception of Nova Scotia. 

The Government of Nova Scotia was taken to task concerning its results with P3 

school efforts. It was a matter dealt with transparently in the press. Nova Scotians 

were angry that the venture had not lived up to promise or expectation, that the 

burden of additional costs was shifted to taxpayers, and that many facilities were 

no longer affordable or available to non-profit service groups such as guides, 

brownies, scouts, senior groups, etc. who had used school facilities in past for 

after hour programs. It was the unintended impacts that held huge consequences 

for the effort. 

Some may argue Nova Scotia’s and the military pay experience are not 

comparable and, are therefore irrelevant for discussion. But they are. The whole 

experience was a means and way for governments to express their financial 

statements differently to mask the hidden costs of their programs. ASD projects 

changed the way governments expressed the use of their dollars, and the way 

they delivered capital projects.  

ASD projects were considered current expenditures that were reflected on the 

books in a current fiscal year only to be forgotten. They became ongoing 

operating costs. Capital costs were shifted to the private sector. So, the 

government’s true “capital” costs were no longer reflected on the governments’ 

books. But they remained as long-term liabilities, and therefore , with a long-term 

impact on taxpayer’s well-being as a differing fiscal exposure/representation of 

government debt.  

But from the government perspective, their long-term liabilities appeared to 

shrink. From the private sector perspective, they benefited from tax savings 

associated with Capital gains and could write off expenses. But from the 

taxpayers’ perspective, taxpayers remained on the hook for it all, and paid a 

premium found in the full cost of a service, whose premiums were in overhead 

charges when a service was used. 

Was there a “Win-win” situation? Yes, there was, for governments and the private 

sector, but the taxpayer lost. There is only one source of funds for government to 

pursue these options and that was through raising taxes. The government 

argument of whether an expense was long term capital or current was irrelevant. 
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These expenses still had to be met and the money raised to meet contractual 

obligations. There is only one tax base in Canada. The preponderant payer was 

the average Canadian who saw little direct or indirect benefit from the use of 

their tax dollars and who had to bear the incremental costs!  

The system was geared toward downloading all costs onto the taxpayer. It didn’t 

matter where this downloading originated from; whether national, provincial or 

municipal levels of government. There was only one base, one source. 

Surprisingly to many, clandestinely driven, that base was found in the 

pocketbooks of the average Canadian who ultimately paid the true cost of all 

these ventures.  

Nova Scotians may have been more vocal than most, but then, they were also 

amongst Canada’s most disadvantaged citizens and the impacts were felt most 

keenly. Further small things like the loss of a community post office, school, or 

other public building had a tremendous social impact. Communities were built 

around them. These “facilities or services” were often the focal point of 

community identity, and more than most perhaps, upon which lives, and 

livelihoods were based. 

Were the policies of the day of the 1990s prudent? Was there some measure of 

wisdom and expediency in the process? Or were they simply some contract of 

insurance to get through some trying times? Was it simply nothing more than a 

numbers game?  

All policies have desired ends and therefore, consequences. These are both 

quantitatively or qualitatively measurable.  The trouble is, policy is never static, it 

is ever changing, and is never immutable. Sadly, there is never enough time to 

measure or learn from the past. Policy makers therefore are doomed to make the 

same mistakes over, and over again, if they do not reflect on the past to apply 

policy to the present to guide the future. 

The previous chapter attempted to present some quantitative measures found in 

the military pay experience. There were qualitative outcomes too. The qualitative 

outcomes more than likely exceeded the ramifications of the quantitative 

experience of the department’s ASD efforts.  
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Qualitative measures are difficult to assess. They are often measured in the court 

of public opinion, changeable at the drop of a hat! Still there are important 

lessons to be learned from past experience, and to ignore them, policy makers do 

so at their own peril. 

We will look at the qualitative impacts of Canada’s ASD results from the 

perspective of Canada’s Department of National Defence in the matters of: 

a. National Prestige - International Obligations, 
b. Operational Capabilities, and 
c. Lives Lost. 

National Prestige – Influence Lost 

Ken Coates, Dean - Faculty of Arts, University of Waterloo, lamented in an essay 

(2006 ) that Canada lacked a national purpose. Coates’ essay was an analysis of 

the state of Canada, in which he opined there was little binding the Nation 

together. Canada in his opinion was not a single nation, an opinion that was 

perhaps, the harbinger of diversity politics to come 2015-2019.   

Despite being one of the wealthiest nations in the world, Coates reminded us that 

nationhood was not without cost or consequences. Coates looked to the future 

and Canada’s place? Canada required political leadership to call the country to 

action, to set out a course with an agenda that would put the country back on 

track to deal with the challenges and opportunities of the 21st century.  

Coates also reminded us that Canadians desired that the burdens on citizenship 

fall, not rise. In his opinion, Canada had lost much of its soul and direction. 

Interestingly, he pointed out that Canadians, had no desire for transformation or 

international competitiveness.  Seemingly, Canadians were resolved to the 

“Status Quo”. Consequently, in his opinion, Canada lost much of its status 

because of this view.  

Where Canada was once a middle power of great significance, much of the world 

and our largest trading partner at the time, largely ignored us. In Coates view, 

Australia now replaced Canada as the middle power of significance. Spain coveted 

our seat at the G8 table.  
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In Coates’ opinion what Canada needed now more than ever were “citizens who 

look beyond self-interest and take a national view of the future.”  But we also 

required a sense of national purpose with clear goals articulated by passionate 

leadership.  

Coates opined our leaders required a vision of Canada’s future within a “call to 

international competitiveness, and a strategy that requires all Canadians to be 

part of the solution.” 367 Coates established a tall order for change. And that is 

what was likely at the heart of the problem, change!   

Change, but not real change please 

The desire for change is a constant. That desire is often reflected by a change of 

government through provincial and general elections. It seems people and 

governments desire change,  but are unwilling to pay for  the price of that change.  

That was quickly evident in Ontario where a conservative government replaced 

the liberals in 2018. After a one short year in power, the conservatives who once 

enjoyed massive popularity, saw dramatic decline in popularity, and massive 

criticism in their approval rating. This decline marked by the necessary actions 

required to get Ontario’s  budget back in balance. Yes, people desire change, but 

it also seems that they also desire, the status quo. The “Status Quo” was the 

favoured view with the level of services, especially when  it came to public 

spending. Change did not include sacrifice. You simply cannot have both! 

Retrospectively, the 1990s was all about change, premised on transformation. It is 

no wonder that Canadians had no desire for further transformation. The period 

was clearly one in which the average Canadian suffered greatly through the 

consequence of change. It was a period of fear, the fear of the future, the fear of 

losing one’s job, the fear of rightsizing or downsizing out of one’s comfort zone. 

No one was burn proof.  

The transformational change of the 1990s had dramatic impacts not seen or felt 

since the Great Depression. Many family livelihoods were based on dual incomes. 
 

367 Ken Coates, Dean of the Faculty of Arts at the University of Waterloo, A lack of national purpose, The 

Toronto Star, 8 December 2006, Accessed 8 December 2006 

http://www.thestar.com/NASApp/cs/ContentServer?pagename=thestar/Layout/Article_PrintFriendly&c=Article&ci

d=1165531810498&call_pageid=970599119419 

http://www.thestar.com/NASApp/cs/ContentServer?pagename=thestar/Layout/Article_PrintFriendly&c=Article&cid=1165531810498&call_pageid=970599119419
http://www.thestar.com/NASApp/cs/ContentServer?pagename=thestar/Layout/Article_PrintFriendly&c=Article&cid=1165531810498&call_pageid=970599119419
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It was quite likely that the evident symptoms of change burnout within the public 

service, had a flow through impact to Canadian society. The confluence of change 

led to a desire for stability, but it also promoted self-interest of government to 

the detriment of the greater good of all Canadians, that eroded confidence and 

innovation. 

The events of the 1990s not only had a physical impact through restructuring and 

a transformation, but it also had a profound psychological impact that greatly 

impacted the psyche of the average Canadian. Canadians have never been known 

for their commercial prowess or entrepreneurship like our Yankee cousins. 

Canadians simply are not risk takers in that vein, but we are innovators given the 

right economic and psychological framework!  

Canada’s economic framework and stability were fractured in the 1990s. It 

affected our entrepreneurial base of small business and sole proprietorships. 

Canadian mood for entrepreneurial risk-taking, was deeply fractured by those 

policies. The policies took root and continue to threaten Canadian 

competitiveness today. That threat lies in the downloading of costs through taxes, 

as well as the undue burdens of bureaucratic overhead and administration, that 

add to the fiscal burdens of these small businesses.  

But life went on. Small owners’ needs were merely an afterthought, if thought of 

at all. Moreover, the results were clear from Coates’ work that Canada needed to 

rebuild its reputation, and that focus was global, not inward, especially when 

regarding Canadian small business interests. It was also evident to him that 

Canadians, were, as a consequence of government policy, also sidelined and 

marginalized. Others shared this view but let us  go a step forward in explaining 

the root cause. It rests on the means of our traditional engagement on the world 

stage.  

Canada traditionally was an active player, engaged and a participant in world 

affairs. Canada employed strategically sound and realistic approaches in foreign 

affairs policy. Canada employed, in conjunction with these, appropriate military 

force, where necessary, that furthered Canadian vital national interests and 
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values.368  But Canada had by this time abandoned that model, trading our 

modest “hard power” for a “soft power” approach, in which our national and 

international prestige and relevance declined. 

The Cold War Hangover 

Canada during the Cold War was an active participant in western alliances, 

adopting complementary policies of containment and nuclear deterrence. 

Fundamental to Canada’s planning and policy framework were the North Atlantic 

Treaty Organization (NATO) and North American Aerospace Defence Command 

(NORAD) that in truth constituted the bulk of Canada’s national security policy . 

Some argued that after the end of the Cold War, Canada abandoned this 

framework  and became too pre-occupied with domestic concerns and the 

economy. Canada effectively retreated from its collective security and defence 

obligations reflected by dramatically reduced foreign affairs and defence budgets 

prior to 11 September 2001.369  

Collective defence and security were considered irrelevant in the post-Cold war 

era. Canada and others wished to move on. Canada’s policies that were once 

guided by multilateralism, now shifted towards Canadian unilateralism and 

isolationism, in the vain hope that Canadian values would still hold currency and 

respect in world affairs.  

Canada geared foreign affairs policy to a “human security agenda.” It was an 

approach in international relations that placed emphasis on the interests of the 

individual rather than the state. Canada was criticized for this new view, but it 

pressed on. Canada wanted to project an independent “Canadian” image abroad.  

Canada was intent on using power and influence based on its reputation as an 

influence of change that became known as “soft power”. But this intent was the 

softest of soft power. There were no hard power or real assets to give it teeth if 

required. Canada broke the mold of its traditional framework that flummoxed the 

 
368 Sokolsky, Joel J, “Realism Canadian Style: National Security Policy and the Chrétien Legacy,” Policy 

Matters, June 2004, Vol, 5, no. 2. Montreal: Institute for Research on Public Policy. Pg. 10 

 
369 ibid Sokolsky,2004, pg. 13 
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expectations of its allies. 370 No one could weigh the measure of Canada’s words, 

or count on what Canada could effectively bring to the table, if and  when it was 

called upon to do so. 

Canada was becoming increasingly isolationist by the main thrust of its foreign 

policy, which at the heart, was economics. The government’s 1995 program was 

specifically geared to prosperity and employment for Canadians as its top foreign 

policy priority.371  

Ironically this priority occurred at a time of chronic unemployment, insecurity  

and diminished prosperity as a result of government’s and industry’s policies of 

rightsizing and downsizing. There was a consequence to these actions, for 

although Canada was heavily engaged in world affairs throughout the 1990s, its 

position was soon to be challenged.  

It all came to bear after 11 September 2001 where Canada’s relative world 

standing truly was exposed. Arguably; Canadian policies had changed 

substantively in direction and focus. So too did the dynamic with its Allies change, 

especially after 11 September 2001. At the root was the transformational 

isolationist path that Canada had taken, brought about by the end of the Cold 

war. Canada no longer saw relevance in “hard power”. The United States evolved 

to be a hyper power. Canada devolved even further to the size of a flea in 

importance and regard. Canada largely ignored this valued relationship with the 

United States and Allies because of this independent approach.372  

September 11 altered America’s relations with all its allies; more so Canada. 

Washington was measuring who was on side. Canada was viewed as a weak link, 

if not a haven and hotbed for the havoc wreaked on the United States that day.  

Security was a main concern and Canada was perceived as too liberal because of 

its immigration and multi-cultural policies. Canada, at this point, was no longer 

relevant to its largest trading partner, it had no teeth. Now, Canada was the 

perceived threat to US security. 

 
370 ibid Sokolsky,2004, pg. 16 
371 ibid Sokolsky,2004, pg. 17 
372 ibid Sokolsky,2004, pg. 18 
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Money makes the world go round, world go round 

Many Canadian analysts believed that security was at the heart to resolving this 

relationship conundrum. Washington had to be convinced that its mutual security 

interests also included Canada, and that Canada was a viable asset and partner. 

One way of doing so was to increase Canadian defence spending then 1.1% ($8 

billion) of GDP. That level was not enough to curry influence with our American 

neighbours. 373  

Some contend that no measurable increase in Canadian defence spending would 

have much influence regarding American opinion or policy.374 Time and 

opportunity had already run their course. Canadian influence was lost by the time 

the fruits of its policy directions of 1995, regarding defence budgetary reductions 

had come to bear. But any amount invested in defence did count and was likely 

measured by the US and our Allies. Prior to 1994, Canada traditionally invested 2% 

of GDP on its defence forces as captured by NATO.375 That was the relevant 

benchmark of our worth and value as an Ally! 

Canadian defence investment dramatically declined well below two per cent 

commencing 1994. The slide in declining GDP investment for the period 1994 to 

2000, collaterally also marked a significant decline in Canada’s influence, 

reputation, and prestige.  

The problem for Canada was sustaining some consensus and favourable public 

opinion on defence. That was difficult as Canadians were extremely sensitive to 

economic pressures on their pocketbooks.376 But this was exacerbated by the 

economic focus of government policy, that rediverted the public’s attention from 

the traditional multilateral view of the world, now to a unilateral one. This diversion 

 
373 ibid Sokolsky,2004, pg. 19 
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375 NATO Reference materials: 

a. NATO Press Service, Press Release, M-DPC-2(1999)  Financial and Economic Data Relating to NATO, 2 
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b. NATO Press Service, Press Release, M-DPC-2(95)115, Financial and Economic Data Relating to NATO, 
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c. NATO Press Service, Press Release, M-DPC-2(91)105, Financial and Economic Data Relating to NATO, 
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caused a loss of position and prestige, that moved Canada away from its position 

as a significant middle power. 

Canada lost its way and place in the world. It was lost without care or concern of 

the Canadian public. Coates hints at another underlying cause as, “We are a 

country without shared values, a fractured history, and no clear national purpose. 

…. We do have the Royal Canadian Mounted Police, but in all honesty, there is 

very little left that truly binds the country together.”  

What Coates hints at, is an elitist view of Canada, with the loss of Canada’s iconic 

place in the world, premised on a sense of the unimportance of Canadian history 

or self worth, and the irrelevance of Canadian institutions.  It was a sad view of 

Canada, that regrettably that has been brought forward into the 21st century, 

given new life, and found in the diversity policies of our government from 2015 to 

2019. 

The loss of the vision for Canada, and its institutions was the result. The first steps 

taken were found in the parsimony of departmental funding. Everyone was too 

busy trying to find ways and means to make ends meet. The destruction of our 

national institutions followed, and was fed by the continued steep budgetary 

declines. It was a matter of survival to remaining relevant. The RCMP was just one 

example.  

The Royal Canadian Mounted Police (RCMP) even contracted Walt Disney to 

manage its trademark issues to make ends meet. An international licensing 

agreement was made with Disney 1 April 1995. That license agreement ensured 

that Disney would manage the RCMP’s image and ensured that a royalty was paid 

thus protecting the RCMP’s commercial interests. It was done because the RCMP 

simply did not have the expertise to manage such a portfolio.  

A foundation was established in 1995 with Walt Disney Co. (Canada) Ltd to 

manage this responsibility. The collected fees were directed to their community 

services program. But this action alone was controversial. Many Canadians felt or 

feared that the deal threatened Canadian autonomy in the representation of 

Canada.  

The contract Disney expired in 2000 and the licensing program reverted to the 

Mounted Police Foundation. Regardless this was symptomatic of the pressures of 
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the day. Canada sacrificed management control of Canadian icons and images for 

monetary gain. It seemed that we were willing to sell a little bit of our soul 

because we did not value our history.377 

Coates specifically cited the RCMP as an institution that bound the country 

together. But Coates’ view was very limited. He largely ignored the great 

institutions of National Defence and the Public Service who were largely 

responsible for binding the country together in other ways. These institutions too 

like the RCMP came under fire and were undervalued in the heady days of 

transformation of the 1990s.  

Canadian Institutions 

Canadian institutions are often viewed as monolithic, expensive and thus are 

always candidates for the chop. But our institutions represent Canadians, and 

their values. They are directly responsible for delivering the programs that 

Canadians desire and demand.  

Life in these institutions is seldom peaceful. It seems that there are always 

tensions between ‘governor’ and ‘governed’. But before 1995, there was at least 

a sense of loyalty and duty that mollified such tensions, as all worked towards 

harmonizing on “Canadian” interests. This all changed after 1995.  

The traditional departmental employer/employee paradigm, the one based on 

loyalty and duty to the country, was turned on its head. Employment for many 

became a matter of personal survival, that was based on the vested interests of 

individuals, rather than the institution they served.  

The change came because of the economic downturn and, the government’s 

drive for economy and efficiency. Many institutions were not viewed as part of 

the solution, rather they were considered, for the most part, the heart of the 

 
377 From Wikipedia , the free encyclopedia, Royal Canadian Mounted Police, TRADEMARKS 

Source: http://en.wikipedia.org/wiki/Royal_Canadian_Mounted_Police 

Accessed: 28 November 2008 
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problem! People who had worked their whole lives, in the public service, were  

shed and tossed like used tissue. 

Fundamentally, the transformational programs of the 1990s created a disaffected 

public service that no longer saw its duty or interests aligned with those of the 

country. Taken from a different perspective, it became harder to work with 

enthusiasm one day, when you may not have a job the following. It was hard to 

be considered appreciated and valued, especially with managers and 

organizations who viewed its employees as millstones. The working environment 

was toxic, filled with suspicion and mistrust. 

In such a toxic working environment, where did the individual interests lay? Little 

loyalty was owed organizations who were looking at putting you out the door. 

The individual interest and concern were toward the next mortgage payment, 

feeding the family, and paying the bills.  

Public and military service may be monolithic, but these services are comprised of 

the combined work and effort of individuals. The employees are, average 

Canadians if you will, who in the end, worked for their daily bread like any other 

Canadian.  

Government policies of the 1990s removed employee sense of worth, stability, 

and security from the public service. By doing so, the government shifted 

employee target values from serving Canada’s interests to personal ones. Morale 

and productivity plummeted as a consequence. It was poorly timed as Canada 

required their collective efforts for the better good of the country. 

The confluence of low defence spending, staff morale, and Canadian apathy were 

soon to come to bear on Canada’s role and influence in the world. National 

Defence had little choice but to consider reducing its establishment further. The 

money just wasn’t there even to sustain the minimal and essential components of 

what was regarded as ‘military capability’. Shedding of manpower and the savings 

from it, was the key component regarded as the necessary expedient to 

sustaining ‘military capability’. 

In a fixed budgetary framework of funding  ‘grants’, ‘capital’, and ‘operations and 

maintenance’;  the options for growth ran out as the government continued to 

cleave the defence budget year by year. By 1999, the department’s senior 

managers had little choice within their deliberations, but to consider cutting back 
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the existing force even further. A new level and drive to a military establishment 

below 50000 personnel was considered. That was proposed publicly in 2000.378 It 

was either that, or give up key military capabilities. It was a step that New Zealand 

had taken in the late 90s, in which it divested its air force defensive capabilities.  

The government essentially boxed the department into a corner. It was forcing 

hard choices, some were made, and those were to have disastrous consequences 

for Canada. It was a question of either blood or treasure, and that placed the lives 

of the men and women of the Canadian Forces at risk. 

The Standing Committee on Finance recorded the testimony of Colonel Alain 
Pellerin, Executive Director, Conference of Defence Associations.  Then Secretary 
General, Lord Robertson of NATO expressed some concerns on Canadian defence 
spending. Colonel Pellerin cited Robertson’s comments that were front page of 
the Ottawa Citizen, 18 November 1999. Pellerin read into the Standing 
Committee on Finance’s record “…Canada's influence and respect, on the 
international stage, have fallen sharply, in tandem with the decline of its armed 
forces. This reached a climax some weeks ago when Lord Robertson, the new 
Secretary General of NATO, publicly criticized Canada's weak defence 
contribution. This was an unprecedented act. Senior NATO officials seldom, if 
ever, publicly criticize alliance members, especially in the host nation.”379  

It was unprecedented indeed! Secretary General’s normally came to a host 
country to praise and bolster support. First Lord Robertson made his comments 
shortly after his predecessor was in Canada on a similar diplomatic visit. The 
outgoing NATO leader, Javier Solana, made some muted comments on 10 
November 1999 at a similar press conference. Javier Solana stated, “all countries 
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Ottawa Citizen,  1 December 2000, The Ottawa Citizen, FINAL Ed,  News, A1 / Front 

 
379 STANDING COMMITTEE ON FINANCE ,The Chairman, Mr. Maurizio Bevilacqua (Vaughan—King—
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must think carefully about the size of their military if they're to contribute 
"constructively" to the alliance…”. 

When asked specifically about Canada, Solana said “the country is an important 
member of NATO, and that it should be proud of its contributions to 
peacekeeping efforts in the Balkans and East Timor.”380 Solana said virtually 
nothing in critique about Canada, he left that for Lord Robertson to do. 

Secretary General Robertson comments by contrast, so soon after Solana’s visit, 
was a marked contrast. Robertson virtually scorned Canada for its defence 
spending as too low. The government in reply stated that it was a falsehood to 
equate military spending with influence.381 But that was exactly the message 
Robertson was delivering to his Canadian Ally. It was one message that Canada 
chose to ignore. 

Secretary General Robertson’s position was not unknown to the Canadian 
Government. In the weeks leading up to his visit, November 1999, then Chief of 
Defence Staff, General Maurice Baril, was preparing the public for further cuts 
within the defence establishment.  

General Baril gave a speech on 19 October 1999 to the Toronto Board of Trade 
that highlighted; “Years of cutbacks have taken their toll on our capital equipment 
program. And the ramifications go far beyond higher maintenance costs and 
lower 'in service' rates….. The second challenge to maintaining combat capability 
is our ability to develop a force structure for the future….. . In the past five years 
alone, DND and the Canadian Forces have had to adjust to deep cuts in funding 
and size, not to mention a major restructuring and the largest reform initiative 
ever undertaken in a federal institution….. Now, imagine for a moment if Defence 
were a business -- and you were its CEO.  
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• With income down by almost 25 per cent, what would you do to maintain 
cash flow?  

… we've taken our mandate to maintain multipurpose, combat-capable forces and 
translated it -- into a series of long-term objectives first… the hard fact remains, 
our resources are finite. Difficult decisions about capabilities, people and 
equipment will have to be made.”382  

General Baril’s words were ominous, for within a very few short weeks, it was 
publicly suggested that Canada would further reduce its military establishment of 
60000. A new level was foisted based on the arguments made by some defence 
analysts that Canada could reduce the size of its standing army between 10 and 
20 thousand personnel. All that was required was to eliminate redundant 
capability.  

If such a revision took place, Canada’s military establishment would rest 
somewhere close to 45,000.383 Clearly the defence establishment was under 
siege. There was cause for concern for its very survival. The “45,000” figure posed 
a serious problem to Canada’s Allies. 

The true Question - What constitutes the Canadian Armed Forces?  

Questions were raised regarding “At what point do armed forces exist?” The 
preponderant opinion made a case that, that level to be a force size of 
approximately 50000. Fifty thousand was indicative of a nascent and minimal 
military capability. It was the determined minimal base of an independent force, 
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upon which force size could be quickly reconstituted and enlarged when required 
in an emergency. The European community was in the process of standing up its 
own self defence force. They were keen to determine the size of a minimal 
capability.  

The European model proposed a force capability, primarily built around a 
standing land force, with a capability to sustain 15 Brigades at a Corps level, with 
between 50 to 60,000 personnel as a minimum manning. It was the minimal 
foundation of a Corps that was to be enlarged in times of trouble.  

The European Corps had to be raised within 60 days, and sustainable for a year, 
with an agreed upon range of tasks. That brought the land requirement to within 
100000 personnel alone. The European model also determined associated naval 
and air resources were required.384  In the end, it would be an expensive 
minimum investment. 

Canada’s standing forces, army, navy, and air force combined equaled the 
European Corps standing army figure alone. But it was the number that counted, 
particularly as a ground force. Anything less than 50000 was judged not a capable 
military force. The number that Canada would have sustain would have brought 
its land force manning well below the 50000 minimum manning.  

Realistically, with three coasts to defend, along with associated air space, Canada 
could not eliminate the RCN or RCAF. The 50,000 minimum manning would have 
to be balanced amongst all three services, reducing their effective capabilities to 
either meaningless or insignificant.  

Canada was no longer relevant, nor welcome at the table. Canada’s word and 
reputation were regarded as valueless, reduced to insignificance.385  

 
384 Ibid, Capt(N) D.W. Robertson, 9 June 2004, pg. 7 
385 Ibid, Capt (N) D.W. Robertson, 9 June 2004, pg. 5 provides a detailed analysis from various sources. A summary 

of Robertson’s points are: 
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3. Canada was also excluded from both the inner circle of four European ministers of defence and the U.S. 

secretary of defence 
4. Ottawa got precious little credit for going to war in Kosovo, the Balkans or the maritime quarantine of 

Yugoslavia 
5. Most tellingly, the EU view of Canada’s role in European security at the Nice Summit places Canada in the 

same group of states as Ukraine and Moldova.\ 
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Consequently, Canada’s position in the world had eroded. Canada after 1999, was 
merely regarded as a paper tiger, all roar, no teeth!  

The government’s lassitude towards defence and its influence on foreign policy, 

had a detrimental impact on the Canadian defence establishment.  Defence was 

viewed as an encumbrance, as unnecessary, and that was reflected by the 

slashing of Canadian defence budgets from 1995 on.   

The department’s critical budgetary situation was exacerbated. Whatever savings 

rendered from its cost cutting measures, from all government departments; 

whether efficiency, ASD, or other efforts, were largely subsumed by the 

government and directed elsewhere.  

National Defence was expected to live within its means and deliver on a 

government foreign policy program from this shrinking pool. National Defence 

was cash starved in what was a parsimonious program. There was never enough 

savings available to offset the grand decline.  

The department was left considering all options. This was conducted in spite of 

the fact, that the government had imposed on the Canadian Armed Forces, its 

highest operational tempo since World War II and the Korean conflict.386 There 

was no point arguing for more. Such pleas were often met, with putting more on 

the plate, without due regard to its size or commitment. 

It fell to the men and women of the Canadian Forces to take up the slack and fill 

the gaps through sweat equity, and with marginal equipment. It all  became 

increasingly difficult to maintain and sustain. It was very costly to operate, it ate 

through whatever savings were made and then some. There was very little money 

for the capital and operating budgets. Both demands were competing for scarce 

dollars. The Canadian Forces was in serious jeopardy of “rusting out”.387  

 
386 Ibid General Baril, CDS, 25 October 1999: 

“Finally, the climate in which we operate has changed drastically too. Over the past 10 years, the number and the 

pace of operations has greatly increased. To give you an idea by how much, compare the record of the post-war 

period -- from 1948 to 1989 -- to the past decade. During the Cold War era, the Canadian Forces deployed on 25 

operations. But since 1989, our Forces have deployed sixty-five times.” 

 

387 Ibid General Baril, CDS, 25 October 1999: “One of the major challenges that the Canadian Forces face today is 

to avoid 'rust out'.”, and  
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What Political Will? 

The worst of it all was, little political will existed to either replace or invest in new 

equipment, much less increase operating budgets. Canada’s parsimony had two 

serious impacts: 

1. It placed Canada’s precarious reputation at further risk, greatly diminishing 
whatever power of its “international goodwill” remained, and, more 
importantly, 

2. It placed the lives of Canadian servicemen and servicewomen; that is its 
soldiers, sailors, and airmen, at risk. 

 

The impacts of the drawdowns of declining defence budgets, were keenly felt by 

the average serving member after 1995. There were fewer people around to 

handle the increased operational burden. Four thousand five hundred serving 

military members were on 22 operational commitments in 1999 alone. It was the 

largest deployment of the Canadian Forces on operations since World War II and 

Korea.388  

Considering that the forces in being amounted to some 57000 regular personnel, 

and the fact that further consideration was given to drive this number down to a 

level of between 45 and 50 thousand, was deeply concerning. The long-term 

commitments for 4500 personnel on continual deployment, had dramatic impacts 

on the lives of the members and military families in particular. This meant that 

over the long term, 7% to 10% of serving members from a diminished pool of 

largely land force personnel, would be on operations at any given time, without 

the organizational depth required either to rest or train them. It would be the 

same pool, drawn upon, time and again, for operational duties at an 

unprecedented cycle. 

 
ibid  Standing Committee on Finance, November 18, 1999 , article • 1140, Colonel Pellerin (Ret’d) , Canadian 

Defence Association , Summary points: 

1. The situation is actually worse than that. Canada's armed forces are crumbling because of the mismatch 

between increased commitments and the decreasing resources provided to execute these commitments. 

2. There is a major shortage of people, and the tools to do the job are either insufficient or worn out. 

3. The navy, the air force, and the support units have equal cause for complaint—from worn-out airplanes, 

helicopters, and ships, to lack of supplies.  

 
388 ibid  Standing Committee on Finance, November 18, 1999 , article • 1140 
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There was a “tail” required for operations. Whether part of the “head or tail”, all 

on operations did so on the same cycle and tempo of ‘unprecedented rate’, 

leaving service members exhausted, that ultimately exacerbated the exit rate at a 

time when there was little recruitment to speak of. There was no point in 

recruiting any way. There were simply not enough personnel left around to train 

recruits; which eventually became a subject of hot debate when the Canadian 

Forces attempted to gear up in the 2000s.  

The government burnt out its military personnel by churning them out on 

constant operations. The signs were there, but ignored as “not our problem”. 

Sadly, it was found in increased suicide rates, family related problems, and marital 

breakdown. A high price was made in asking military members to do their duty 

without appreciation or relief.  

It was unbearable and came at an unsustainable price. The price was not the one 

paid by the members who performed their duties, and were well aware of their 

obligations as, country first. That price was the one paid on the sacrifices asked of 

their families’, who were asked to stand by their love ones while fulfilling their 

duties and obligations. It was the unrecognized obligation asked of them by this 

country. Sadly, it was a family’s sacrifice that was the one largely ignored.  

A soldier’s duty is to soldier on despite the odds and difficulties with the tools at 

hand. And Canadian servicemen and women acquitted themselves well, in spite 

of the insurmountable odds posed by declining budgets, with an indifferent 

government. It was through their individual duty and devotion that Canada was 

able to rise to the occasion when asked. Still there was only so much that hands 

can do. No amount of maintenance or willpower will do, if a piece of equipment is 

on its last legs, or if a capability simply does not exist.  

The operation to East Timor was a case in point. Much ado was made about the 

Canadian Forces partaking in this peacekeeping mission. Much ado was also made 

about the inability to launch the venerable CC130 Hercules aircraft emplaned with 

military resources and humanitarian supplies, which had to return embarrassingly 

to base on several occasions due to mechanical malfunction.  

The situation was not helped one iota when a Sea King helicopter was also lost in 

theatre due to an engine failure. Both aircraft types were due for replacement as 

both were at the end of their operating lives. It was the government policy of the 
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day to avoid new procurement. The old hands made do with what was on hand.  

Attention to maintenance did not make any significant difference when the 

machine was operating beyond its life expectancy. It just meant more hours were 

spent on airframes, at considerable cost and effort, to maintain and keep them 

airworthy.  

There was only so much one could do or ask for. It all compounded and resulted 

in lower flying hours and greater restrictions. The problem is you do not want 

these things to occur in the public eye, especially at a time when they are most 

needed. But this is exactly what happened, much to the government’s 

embarrassment with the East Timor operation. 

The government of the day chose to play with the lives of serving members in the 

utilization of questionable equipment. That was called “risk management”. After 

all, if equipment was deemed safe and airworthy, and as a regular maintenance 

program was in place, why bother and worry about replacing it? It could be 

deferred to later.  

The fact remained that the government chose to delay by not replacing 

equipment that the Canadian Forces’ so desperately required. There was no 

effective procurement program in place to do so. Even if there was, resources 

were hived out of the department for other purposes.   

Consequences Lack of Foresight and Political Will 

There was no money to replace much less maintain equipment. These needs were 

not unknown. A new maritime helicopter was necessary, but the government 

took no action until a tragedy in the Gaspé Peninsula occurred. A Labrador 

helicopter literally blew up in the skies with a loss of six lives.389   

 
389 Government of Canada, Depository Services Program, 94-3E, Prepared by:  
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The Sea King community had experienced similar problems. As airframes aged, 

they suffered increasing breakdown and failure. Critics finally became concerned 

with the growing risks of accidents in view of the advancing age of the Labradors 

and Sea Kings. After all these airframes had entered service in the 1960s.  

The maritime helicopter issue became controversial following the 2 October 1998 

crash of a Labrador in the Gaspé Peninsula. Coincidentally the entire Sea King 

fleet was grounded on 15 October after a fuel leak was discovered in one of its 

helicopters prior to a training flight. It could no longer be denied that both fleets 

had reached the limits of their operational life. But the government chose only to 

replace the Labrador at the time, for political reasons following the cancellation of 

the EH101 project in 1994.390 

The sad part was that the time line of the replacement that began in 1986 and 

continued to 2015. The government finally accepted the first 6 of 28 long-delayed 

CH-148 Cyclone helicopters into service with the remainder to be delivered by 

2021.391  

Only 27 of the original 41 CH-124 Sea King Helicopters remained in Canadian 

Forces inventory in 2008. The Canadian Forces lost 14 due to catastrophic 

accidents with the loss of seven naval aviators over the years.392 Seven lives were 

lost over the operational life of the CH-124. The price seemed a reasonable one to 

bear to a government. There will always be loss of life on operations whether in 

peace, training, or war. But such losses do not reflect a true or human cost.  

How do you put a price on the loss of a family loved one? All military personnel 

are aware of the inherent risks that go with the job. But they also understand that 

such risk is supposed to be mitigated with the best tools at hand.  

 
390 Ibid Michel Rossignol, 19 October 1998, 12 pg. 
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The government of the 1990s left the Canadian Forces with rusting tools. 

Consequently, one can only assume, that the loss of an individual, was considered 

merely as the marginal and sub-component cost of any given operation. It was an 

inconvenient cost if you will. The cost of the government’s parsimony was often 

paid in blood; and that, was the inconvenient and hidden truth. 

The loss of serving members in these incidents of later years de-humanized the 

trauma to a mere list on a spreadsheet. It wasn’t as if serving members could do 

anything about it. They merely followed their orders and got on with the task at 

hand, with the best tools available, in the hope it would work.   

The lives and safety of serving members then, given our government’s policies, 

were considered as irrelevant, nothing more than pawns. Their lives were 

assessed and balanced in risk, that the government chose as the medium, in 

which it avoided new procurement. It was the fine calculus of “sacrifice” for the 

government’s own ends. 

The Misdirection of National Treasure 

There will always be costs to military operations whether war making, 

peacekeeping, or in support to the civil power. It amounts to the country’s 

willingness to expend its national treasure. Treasure equates to money, resources 

and the blood of the men and women on the line. Whatever we do, with do with 

risk.  

The large question though is never fully addressed or assessed as “does this risk 

serve the “national” interest.” If anything is ever asked, questioned or assessed, 

the answers are often vague, undefined, or phrased in window dressing. The 

consequences of risk only come to bear when some event crystallizes it and the 

country’s emotion moves a government to action.  

The national interest is a chimera that constantly changes. It is difficult to plan for 

national interest beyond what is already stated and committed in “White papers”. 

Still military forces require the basic tools to do what is the unexpected. The 

backbone of all military planning is forward thinking toward sustainable and 

independent action, if you will, a basic degree of self-reliance.  
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Military capabilities are designed around a complete package, designed for 

independent action, to survive in hostile environments. Sometimes you just 

cannot rely on your allies for help. You must be able to fight your way through the 

problem on your own.  

The problem becomes the ancillary costs in equipment and support that are 

expensive. The ancillary costs are found in logistics, maintenance, administrative, 

medical support to name a few. The ancillary costs are the administrative tail of 

the Canadian Forces. 

Then there are the ancillary costs of specialized equipment to be considered. The 

supposed benign security environment of the post-Cold war period led many to 

conclude that the ancillary forces and equipment were no longer required. It was 

thought cheaper to rent than to own.  Governments adopted the “just in time” or 

“commercial off the shelf (COTS)” philosophy of the private sector. There was no 

thirst for purpose-built military procurement.   

Military bodies were expected to buy commercial off the shelf (COTS) products 

and fit them into their organizations. This had a dramatic impact on the way many 

military organizations viewed ancillary costs, and strategic lift requirements in 

particular. Strategic naval and air lift remain expensive items. These can be 

procured through outright capital investment, rent to lease, or rent as needed.  

Canada chose to defer its strategic lift requirements, for both naval and air lift, 

during the 1990s and opted for the “rent as needed” approach. So did others. The 

problem with commercial strategic airlift, was that there were too few resources 

available, and competition for this limited pool was greatly heightened as all 

militaries were in competition for the limited resource to meet the similar 

deadlines. Commercial airlift was not necessarily available when needed.  

The ‘just in time’ philosophy or ‘rent as needed’ approach, whether for air or 

naval lift,  also had some dire consequences to national prestige. The case of the 

GTS Katie (Sealift) was a case in point. 

GTS Katie made port at Becancour Quebec, 9 November 2000, following several 

weeks at sea. Katie was hired to return Canadian military equipment to Canada 

following the closure of an operation in Kosovo. It was contracted to carry and 

return 580 army vehicles and 390 sea containers with munitions to Canada.  
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But an ongoing dispute over a payment due the ship disrupted the plan. National 

Defence was not directly involved in the matter. DND was only the consignor who 

contracted a sealift service to convey its materiel.  

The dispute was between two private commercial agencies. The principal 

contractor, Third Ocean Marine Navigation Co. (American owned), kept the 

36,000-tonne cargo ship at sea in international waters off Newfoundland for two 

weeks. The company claimed that it was owed about $190,000 from the charter 

company, Andromeda Navigation of Montreal.  

This event made news in 2000. There was great concern as the Department was 

held hostage in a commercial dispute. Approximately half of the Canadian Forces 

rolling stock was at risk. Also, at risk were the lives of military personnel aboard 

the ship, who were on board to safeguard the assets for the overseas voyage 

home. They too were held hostage or used as pawns when the ship’s owners 

refused to make port. 393 

The event played out in the media for all to see, and eventually, Canadian troops 

from two warships took control of the vessel on 3 August 2000. These forces were 

airlifted by a Sea King helicopter hovering over the cargo vessel, a precarious 

operation given the state of the Sea Kings. Still it was a dramatic scene.  

The government took this action as it was concerned that the vessel was running 

dangerously low of fuel and Canadian assets and lives were at risk. But it was not 

over once the Katie was seized. Some Katie crew members struggled and fought 

with military personnel over its navigation down the St. Lawrence River.394  It was 

an unseemly affair, that once again, pointed out the risks of Alternate Service 

Delivery, contracting out, and reliance on private contractors.395  

 
393 CBC News , GTS Katie puts into Quebec, Last Updated: Friday, November 10, 2000 | 11:57 PM ET  

Source: http://www.cbc.ca/canada/story/2000/08/10/katie000910.html 

Accessed; 12 November 2008 

 
394 Ibid CBC News, November 10, 2000 
395 Colonel Gary H. Rice (R et.), The Defence of Canada After 9/11 The Foundation of a Defence White 

Paper for the Beginning Of The 21st Century, Portions Copyright ©2 002. (Revised May 30, 2002), pg. 23 

http://www.cbc.ca/news/credit.html
http://www.cbc.ca/canada/story/2000/08/10/katie000910.html
http://www.cbc.ca/news/credit.html
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You are only as strong as your weakest link and, in this case, the weakest link put 

both Canadian lives and treasure at unnecessary risk. The incident clearly 

demonstrated that commercial organizations and interests, whose motive was for 

profit, placed above all, its own commercial and economic interests above that of 

Canada. To be fair, that’s what a commercial enterprise is all about, the interests 

of its owners and shareholders. The Canadian people and its government were 

held hostage, a bargaining chip, in what was then virtually a private matter. 

The payoff to government in the end was public embarrassment. Who could 

respect or trust any government that placed national treasure at risk through 

contractual arrangements with dodgy characters, on a lowest winning bid? It was 

a deplorable act, that pointed the fallacy of, and questioned the risks associated 

with, the reliance on contractors and partners.  

Embarrassment can be acceptable, if it is a result of one’s own making ; when one 

accepts accountability for the consequences. But to be made a fool of, in the 

public eye, by a private party, concerning a private matter, simply was not an 

acceptable cost of doing business. 

Importance of the Role of the Canadian Armed Forces 

It became increasingly evident that the Canadian Forces played an important role 

in Canada’s presence and influence in the world. That lesson had to be relearned 

at a considerable cost. A robust military is essential for maintaining independence 

and sovereignty.  

Robustness is not simply about size or money spent. Robustness is about 

Canada’s ability to project power and influence; and that is, therefore, an 

 
Rice comments “The requirement for Canada's military to quickly move its troops and equipment 

overseas, and sustain them thereafter, has been studied repeatedly by DND. The findings are invariably 

always the same  in the absence of dedicated, strategic 

transportation assets, Canada's military is almost totally reliant on private, 

commercial companies and its allies for such services. These studies are filled 

with examples of the adverse effects that such deficiencies have on the Nation's 

image abroad, and the morale of its men and women in uniform.” 
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effective deterrent to those who serve to tamper with Canadian sovereignty. It is 

the tool that makes one sit up and take notice. It is a key tool. 

Canada has no right to claim independent positions without robustness or military 

capability to do so. Our society would be open for the taking otherwise. Canada 

requires capacity to stand on its own two feet. We must bring something of 

strategic value to the table to have influence; particularly within our North 

American and NATO Alliances. The exercise of sovereignty requires independence 

of action; otherwise, we might just as well be our next-door neighbour’s preferred 

51st state and willingly comply with United States economic and military 

policies.396  

The thought of being the 51st state is abhorrent to most Canadians. But what our 

military buys is a voice in which Canada as a nation, establishes its own position 

on international matters, and that is what is truly acceptable to most Canadians.  

Yet increasingly in the 21st century there are agents in government who do not 

see the value of Canadian Forces in being. 

If this political trend persists where a Canadian military presence is neither 

necessary nor desired by the public, then Canadians are unequivocally stating 

they will blindly follow US policy without qualm or reservation, at any time.  

Sadly, without an adequate military presence, Canada loses much more. We will 

have lost our sovereignty and freedom to act. But before that, Canada will lose its 

voice, respect and influence on the world stage and, more importantly, its ability 

to influence American policy. That trend has becoming increasingly evident over 

time. 

This trend though is not something new. It has occurred repeatedly at significant 

junctures over the decade of the 1990s. It continues well into the 21st century. 

This can be reversed only in part by increasing Canadian military spending, to give 

it the tools that make a Canadian military presence strong and make it one that 

matters too our allies too. The problem lies in determining what is a reasonable 

amount for Canadian defence spending if Canada wishes to continue to play a 

traditional role as a capable middle world power.  

 
396 Philip DeMont, `Think of yourself as the 51st state': Promote sectors that complement U.S., American 

economist says , The Ottawa Citizen, FINAL, Business, D3, 24 November 1999 
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Importance of the Role of the Canadian Voter 

Canadians must realize, it is really they who frame national policy, by how they 

vote, and by who they elect to govern. It is measured in every electoral vote, by 

the government programs that follow, that hopefully, provides the governance 

desired and deemed acceptable by Canadians.  

Canadian sensibilities had changed between 1995 to 1999 to the detriment of 

National Defence. There was a strong sense of urgency to slash defence budgets 

in 1995 that did the damage. That changed once again for the better by 1999 

when the public was more amenable to increased defence spending. What 

spurred these changes of heart?  

There was an indication found in an October 1999 Pollara survey. This survey was 

leaked to the Ottawa Citizen that suggested what spurred the government’s 

change of heart had something to do with the high number of peacekeeping 

missions, the troubles with Canada's aging fleet of ship-borne helicopters, and the 

impacts of the high number of military deployments, and finally those impacts on 

military families. What probably clinched it for most Canadians, was the financial 

impacts borne by the rank and file of military members who had not received a 

pay raise in 5 years.  

Many military families had trouble making ends meet that exacerbated military 

retention and recruitment. The government was moved to spend additional 

money for quality of life improvements, raises, housing and better social services 

for military members and their families. 397    

What truly motivated government to do something was the fact that military 

members showed up at food banks or took second jobs making ends meet. It took 

the dramatic, personal, and desperate actions of serving military members, 

before the government realized that a problem existed and chose to act. That too 

was symptomatic of the low esteem our government held for its military 

establishment. 

Who paid the price in serving the National Interest of economy and efficiency in 

the 1990s? First and foremost, it was the public service, members of the RCMP, 

 
397 Mike Blanchfield, Give Defence more money, Canadians say: Poll shows public concerned about funding, 

aging equipment , The Ottawa Citizen,, FINAL, News, A8, 7 December 1999 
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military members, and all their families. Second, it was the many local 

communities who lost a significant presence, or an important economic base. 

Valued parts of many communities were lost because of downsizing, rightsizing, 

or closure; as the presence of the public service, RCMP and military services were 

removed.  

Canadians simply lost a sense of what Canada was because of the decimation of 

many public institutions and services. Canadian values of inclusiveness were 

eroded by pandering to the bottom-line without a moral compass of the 

consequences. Neighbours and neighborhoods suffered. It was not about sharing 

the pain. 

Was it worth it? Definitely not, especially as the lessons from the 1990s were not 

learned and were only about to be repeated in future! At the close of 2008 

Canada was on the cusp of another recession. A minority government was about 

to fall. That government lost the confidence on the house ostensibly because of 

its grim economic forecast.  

The government’s speech from the throne announced an effort was once more 

on the way to make it more effective and efficient.  The government stated “Part 

of a solid economic and fiscal foundation is the sound management of 

government. To make Canada’s national government more effective, our 

Government is committed to reform and streamline the way it does business.  … 

It will build partnerships with third parties and the private sector to deliver better 

services at a lower overall cost.”398 Clearly the government intended to re-visit the 

past by stating this as an issue.  

Who or what serves the national interest then, is dependent on the elected 

governing power? Whatever the case, Canadians need only look to the mirror to 

see who was responsible for that power. It is we! We elect and promote that 

interest through our elected government. Canadians must be prepared to actively 

engage the government to ensure that their and Canada’s interests are well 

served. And whatever the cost, Canadians must be prepared to bear the 

 
398 Canada. Governor General. Protecting Canada’s future – speech from the Throne: November 19, 

2008, 40th Parliament, 1st session (2008), © Her Majesty the Queen in Right of Canada, 2008, pg. 9 
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consequences, and make the necessary sacrifices, for it is we, who asked for it 

through our vote. Truly then, that is the duty of a responsible citizen.  
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Chapter 11 There Is Nothing New Under The Sun 

 

There Is Nothing New Under The Sun 

Britain Slashes Defence Spending 2010 

Cyclical Implications for Canadian Defence Spending 

 

 

Ecclesiastes 1:4-11: “There Is Nothing New Under The Sun” 

 

What has been is what will be,  

and what has been done is what will be done, 

and there is nothing new under the sun. 

 

Is there a thing of which it is said, 

“See, this is new”? 

It has been already 

in the ages before us. 

 

There is no remembrance of former things, 

nor will there be any remembrance 

of later things yet to be among those who come after. 
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Introduction  

“There is nothing new under the sun” so say the soothsayers of old. What has 

been, will be and in those words, there are certain truths for there are cycles in 

nature and man, that we can all foresee; like the coming of the seasons, or the 

rise and fall in our economies. They demand a reaction, for these are the 

harbingers that indicate; change is necessary, that will require planning, 

recognition, and anticipation of the difficulties ahead.  

Time and again though, we fail to recognize that there are certain principles that 

should guide us through the cycles of our lives. It is human nature to resist the 

harbingers of change until such time, when reality squares us to the facts. Only 

then, do we acknowledge that the inevitable must be faced, if we are to survive. 

The case often arises amongst various protagonists; in what should be an ongoing 

debate, is “which is the best way ahead? Canada’s defence provides a case in 

point to the tale that “there is nothing new under the sun”. 

The dealings of Canada’s national defence and security needs are neither new nor 

unique. The considerations of national defence are a continuing dilemma, that 

have often been a bone of contention over time in our nation’s history. There has 

always been a question of, how much or how little, does Canada require to meet 

all its national and international security obligations. 

At the heart of the issue though is a certain skepticism. Many Canadians are wary 

that the military is more concerned with its own self-interest. In today’s parlance, 

defence policy and procurement decisions are often framed by pundits and the 

media, in terms of “Toys for Big Boys”. This view jade’s public opinion; particularly 

regarding the military’s necessity, procurement, and ongoing budgetary 

requirements.  

The argument, “Toys for Big Boys”, trivializes military needs and national security 

requirements. At the same time, it surely jeopardizes the safety and lives of every 

man and woman in the Canadian Armed Forces by  the delay of key decisions. The 

men and women of our armed forces expect that they are to be properly 

equipped, mandated, and have the necessary tools and resources for the tasks 

that Canadians expect of them. The “Toys for Big Boys” arguments detracts from 

those ends. As such, military issues exist in tension with other issues, that are 
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equally important to Canadians and public policy; whose nature  and mood are 

also subject to change.  

Ultimately it is the matter of resources that will determine what a military 

organization can and will do in the execution of government policy. And as a 

consequence; a military organization will always be tethered to change, whether 

it is desirable or not, as it must regard the public’s favour in doing so! 

Principles 

Professional military officers should be guided by some clear principles. Colonel 

Maurice Pope suggested three in 1937 that remain germane to this day: 

1. War, including defensive war, is an instrument of national policy. 
2. National policy is the responsibility of the government. 
3. Government, in Canada, must obtain if not, have the support of the 

majority of people.399  
 

Pope was working against public opinion and limited defence budgets of his day. 

The possibility of war then was very real, but its actuality, was uncertain. It was a 

matter of trying to convince the public of the state of urgency, with a desired 

result to have a coherent set of war plans in place to meet all possible 

contingencies. His arguments were set “in the face of public complacency and 

occasional anti-military prejudice.” 400  Our circumstances today are no different. 

 

 
399 Colonel Maurice Pope, Memorandum on a Canadian Organization for the 

Higher Direction of National defence: 8 March 1937 in Douglas L Bland (Ed.), 

Canada’s National Defence, Volume 2 Defence Organization, School of Policy 

Studies, Queen`s University, Kingston, Ontario, 1998, pg. 7 

 

400 Douglas L Bland (Ed.), Canada’s National Defence, Volume 2 Defence 

Organization, School of Policy Studies, Queen`s University, Kingston, Ontario, 

1998, pg. 1 

 



285 

 

Pope did not challenge civil control of the military but embraced it. He saw it as a 

military duty to adjust to the demands of democracy. It was the military, not the 

politicians, who had to adjust no matter the national emergency. In Pope’s 

opinion, it was politics that indicated the limits to growth for a suitable military 

organization, and that guided the ultimate control and responsibility for national 

security and defence. 401  Those limits are firmly expressed by successive 

governments in defence budgets, which are the authorized limits within which 

military organizations must operate, grow and/or decline!  

As in Pope’s day, decisions, deductions and policies were often placed in 

juxtaposition to what our Allies were doing. 402  Contextually then, what allies do 

is a matter for Canadian concern and observation. We exist in an evolution of an 

ever-changing world, where the needs of defence organizations may also 

influence the direction of change for the way forward. 

But Things Can Change.  

When the Harper government assumed power in 2006, it made support for the 

Canadian Armed Forces (CAF) its personal trademark. The CAF then enjoyed an 

expansion arising from the government’s Canada First Strategy. Those were the 

glory days. Of course Canada was in the midst of operations in Afghanistan, but 

that operation is no longer in force and now money is tight.403   So the 

circumstances for National Defence must change and the Canadian Armed Forces 

 
401 Ibid Douglas L Bland (Ed.), Canada’s National Defence, Volume 2 Defence 

Organization,1998, pg1-2 

 

402 Ibid Douglas L Bland (Ed.), Canada’s National Defence, Volume 2 Defence 
Organization,1998, pg1 
 

403 The Economist, Defence policy in Canada- Strong. Proud. Ready? 3 August  

2013 

Source: http://www.economist.com/news/americas/21582526-stephen-harper-

has-championed-stronger-defence-impending-cuts-will-take-toll   

Accessed: 1 August 2013  

 

http://www.economist.com/news/americas/21582526-stephen-harper-has-championed-stronger-defence-impending-cuts-will-take-toll
http://www.economist.com/news/americas/21582526-stephen-harper-has-championed-stronger-defence-impending-cuts-will-take-toll
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(CAF) too. The face of the conservative government of 2006, was no longer the 

face of the conservative government later in its mandate, and would change even 

more after 2015. 

Then a big factor for a change of face, was the fact that Canada had once again 

slipped into a budgetary deficit in the fiscal year of 2008-09. That budgetary 

deficit was greatly influenced by a global recession. The government of the day 

desired a return to budgetary surplus by 2015.  But any prudent government in 

similar circumstances would also aspire to this laudable aim. The government 

earmarked huge budgetary reductions from its overall operations. The Canadian 

Armed Forces and the Department Of National Defence were not exempt. 

Surprisingly, Canada was not alone in this path and  attempt to trim its defence 

spending. Many allies were also on a similar path but were well in advance of any 

Canadian considerations. 404   

The stimulus for trimming amongst Allied defence budgets may have had a 

collateral impact in Canada. All responsible governments tend to look at the 

actions of others for benchmarking purposes. It is a collective effort made to 

avoid re-inventing the wheel. Thus, the reduced economic and fiscal 

circumstances, may have been a root cause for global introspection, that 

influenced collateral and similar actions amongst defence organizations.  

There was a push in a common effort to adjust to new fiscal realities. 

Governments contracted defence spending. This contraction not only impacted 

defence capabilities, but also impacted the inherent structure of defence 

organizations made to adjust to the new reality. 

Planning in this post-Cold war environment became much more difficult for many 

defence organizations. The constant of a “common threat”, was one that was not 

readily apparent. Perhaps one of the realities, if not challenge then, is the nature 

of a “boom and bust” cycle that precipitates the type of planning environment, 

that forces defence organizations to be in a constant state of fiscal adjustment 

and flux. The unacknowledged and common threat to all defence organizations 

then, is quite simply, monetary policy. 

 
404 Ibid The Economist, 3 August 2013 
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An elusive security-threat environment also demands constant adjustment and 

change to keep apace of threat and developments. Thus, Governments must 

either expand or contract defence spending, to meet either perceived or actual 

security threats and developments, while adjusting to fiscal realities. This will 

place a continuing pressure for “change” and, a demand for constantly evolving 

defence organizations, as it will not always be possible to fulfill monetary needs. 

Building and sustaining a defence organization within this environment demands 

flexibility to the needs of government. Thus the job of defence organizations is 

challenging. They must be organized to meet ongoing domestics and international 

security concerns,  foreign policy demands, and the “security” concerns of its 

citizens. This challenge is both an extraordinary and thankless task. It is a matter 

of “getting it right”. But “getting it right”  juxtaposed to the needs of times often 

results in “getting it wrong”.  

Very problematic is the fact that events often supercede the requirements of 

change. But defence planners and politicians tend to focus on the immediate, 

rather than long term goals, while managing defence budgets and evolving 

organizations. The future is of little concern as it is uncertain. It is the 

“immediate” that demands action and, that is where the certainty lies!  

Difficulties in the Management of the Defence Portfolio 

The difficulty in a fast pace change environment is, the process is often reactive 

rather than proactive, and is often executed under the guise of economy and 

efficiency. A common argument is, the apparent waste in a given day, is the result 

of growth of administrative tail. But without the tail, there is often little left to 

either support,  administer, or manage change. 

Organizations must adjust or adapt to changing circumstances if they are to 

survive and remain relevant. You place your resources where you need capacity, 

and when circumstances change, you should be able to re-direct and adapt those 

resources accordingly. But the execution of doing so is difficult. 

Arguments are constantly being made of the need for the continuing 

development and design within defence organizations. This responsibility lies with 

senior leadership of all armed forces. Their task is to bring action to structure. It is 
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the task of coordinating personnel, materiel, and processes with the resources at 

hand, to fulfill a defence organization’s purpose and mandate. 405  

A laudable goal, but one often difficult to achieve, given the exigencies of the day 

and the needs of the existing government. Thus, change once set in motion, 

requires the immediate, if not the undivided attention of senior leadership, if that 

change is to be effective, and in place in a timely manner. It requires both 

discipline and precision to properly align organizational actions in the execution in 

the implementation of those goals. It will lead to failure if not attended too, which 

leaves defence institutions openly vulnerable to strategic distraction, 

misdirection, and misalignment otherwise.406   

The problem with delivering an adequate defence organization is that the 

distractions are many, where time and resources are few and limited. Simply put, 

circumstances change as fast as governments or events change. The challenge for 

Canadian defence in its history, was to ensure that National Defence and the 

Canadian Forces, were well placed to meet security and defence obligations, and 

be able to transit from peace to war seamlessly. This has been the quest for the 

Holy Grail that often begs the public’s demand for the continuing relevance of the 

Canadian Forces in contemporary times. Thus “change” is the one constant on the 

horizon. The constant of design to meet change is indeed relevant, more 

importantly, perhaps change is cyclical and driven by the constant – the needs of 

the day! 

The Canadian Forces had surfeit of the public’s support while in Afghanistan. Now 

that that operation is effectively over, there has been a diminishment in public 

support and, its thirst for increased defence spending. Once again, the Canadian 

Forces must prove their relevance to Canadians, and the needs for their security 

in peacetime. It must do so while it prepares for the next emergency, that will 

 
405 Col John F. Price Jr., USAF, Strategic Distraction -The Consequence of 

Neglecting Organizational Design, Air & Space Power Journal, July–August 2013, 

pg.132 

 

406 Ibid Col John F. Price Jr., Air & Space Power Journal, July–August 2013, pg. 129 
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ultimately be placed at its doorstep for action, by any government of the day, 

again, at some unknown time.  

Thus, the Canadian Forces and the Department of National Defence are at war 

every day. It is not the war one expects. It is a war within bureaucracy, a reactive 

war in the attempts to balance budgetary constraint amongst all competing 

demands; and often,  it becomes a public relations war in the court of public 

opinion for the use of those budgetary resources.  

It is a war that can distract strategic direction and management, opening the door 

to charges of misalignment of resources that complicates the management of 

scarce defence resources.407  In this milieu, benchmarking and best practices are 

often employed as time saving measures. It is the timeless “panacea” to quick 

solutions and, the bromide for lack of proper staff work regarding looming 

defence problems.  

What our allies do then, is indeed a matter of interest, a matter of importance, 

and a matter of concern to Canadian defence planners; because inevitably, those 

solutions will be held up as the benchmark as a way ahead for Canada. 

2010 - Back to the future circa 1995? 

Whether we like it or not, Canada is tied to its allies’ economic policies and long-

term security interests. We are inextricably linked to events happening globally.408   

Others may hold up a pressing urgency and demand for change that Canada 

cannot ignore or avoid. 409 The situation in the United Kingdom (UK) and the 

 
407 Ibid Col John F. Price Jr., Air & Space Power Journal, July–August 2013, pg. 129 

 

408 Jane Taber, NATO officials questioning Canada’s commitment, The Globe and 

Mail, 24 November 2013 

Source: http://www.theglobeandmail.com/news/world/somnia/article15580910/ 

Accessed: 25 November 2013 

 

409 Terence Corcoran: U.K. spending cuts foretell our future, Financial Post, 20 

October 2010  

http://www.theglobeandmail.com/authors/jane-taber
http://www.theglobeandmail.com/news/world/somnia/article15580910/
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follow on in the United States (US) in 2010 was such an example. The reactions of 

two superpowers and allies may have been a harbinger of change for Canada 

given the events that followed. A looming economic crisis once again, warranted 

drastic action.  410  

Defence and government spending is in fact based on the health of the economy. 

World pressure for prudent economic action on government spending could have 

been brought to bear in Canada. Prudence would suggest that Canada get on 

board with many of the UK and US initiatives at the time. Thus, global and public 

pressure may have had an indirect impact or influence on Canada’s direction 

towards its defence spending that followed. 411   

 

Source: http://opinion.financialpost.com/2010/10/20/terence-corcoran-u-k-

spending-cuts-foretell-our-future/ 

Accessed: 21 October 2010 

 

410 a. Tony Karon, Britain’s Defense Cuts: Grim Portent for U.S. Military? , Time 

(Viewpoint), Oct. 21, 2010 

Source: http://www.time.com/time/nation/article/0,8599,2026961,00.html 

Accessed: 24 October 2010, and 

b.   NATO, Public Diplomacy Division,  COMMUNIQUE PR/CP(2009)009, Financial 
and Economic Data Relating to NATO 19 February 2009,  Table 1 ( used to 
corroborate the order of magnitude of Karon’s statement  on “The US 
outmatched all 17 of its NATO allies in military spending on the table” which was 
assumed by the tone of the article to be NATO allies.) 
 

411 David S. Broder, What America might learn from the British austerity model, 

The Washington Post, October 24, 2010 

Source: http://www.washingtonpost.com/wp-

dyn/content/article/2010/10/22/AR2010102204205.html 

Accessed: 24 October 2010 
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http://www.washingtonpost.com/wp-dyn/content/article/2010/10/22/AR2010102204205.html
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But really have we not been down this path before? The reality is, we have been 

down this path many times before! 412  The means and measures held for the way 

ahead were neither unique, nor were they extra-ordinary in the context of the 

possible policies paths or options open to governments under financial duress. 

They were merely stop gap measures until economic fortunes or strategic 

circumstances changed.  

The one constant theme on which all short-term and expedient measures are 

premised on, is a need and a drive for economy and efficiency.413  A review of our 

own history is indicative of such cyclical change, premised on the drive for 

economy and efficiency, since World War II. The effects of the drive for economy 

and efficiency were likely mitigated somewhat though. That drive was tempered 

by the constant of Cold War planning. But the damper was removed in 1990 with 

the fall of the Berlin wall that effectively ended the Cold War. The world seemed a 

safer place.  Emerging and existing democracies demanded a post-Cold War 

‘Peace Dividend’.414  The “world is a better place” assumption no longer holds 

true.  

 
412 John Ivison, F-35 purchase may force Conservatives to chop infantry battalion 

from cash-strapped military, National Post, 14 August 2013  

Source: 

http://www.nationalpost.com/m/wp/news/blog.html?b=fullcomment.nationalpo

st.com/2013/08/14/john-ivison-f-35-purchase-may-force-conservatives-to-chop-

infantry-battalion-from-cash-strapped-military&pubdate=2013-08-15 

Accessed: 15 August 2013 

 

413 a.   Douglas Bland, The Administration Of Defence Policy In Canada 1947 To 

1985, Ronald P. Frye & Company Publishers, 1987, Pg. 8-10, and 

 b.    Douglas L. Bland (ed.), Canada’s National Defence – Volume 2 Defence 
Organization, School of Policy Studies, Queen’s University, Kingston, Ontario, 
1998 This volume should be read in its entirety. It is major compendium of all 
significant studies on defence organization. Major undertone of the work are 
elements of economy and efficiency 
 

414 Peace dividend examples: 

http://www.nationalpost.com/m/wp/news/blog.html?b=fullcomment.nationalpost.com/2013/08/14/john-ivison-f-35-purchase-may-force-conservatives-to-chop-infantry-battalion-from-cash-strapped-military&pubdate=2013-08-15
http://www.nationalpost.com/m/wp/news/blog.html?b=fullcomment.nationalpost.com/2013/08/14/john-ivison-f-35-purchase-may-force-conservatives-to-chop-infantry-battalion-from-cash-strapped-military&pubdate=2013-08-15
http://www.nationalpost.com/m/wp/news/blog.html?b=fullcomment.nationalpost.com/2013/08/14/john-ivison-f-35-purchase-may-force-conservatives-to-chop-infantry-battalion-from-cash-strapped-military&pubdate=2013-08-15
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Still it was abundantly clear given the debt load that the US, UK, and others 

carried in 2010, there would be some consequences, economic impacts, and 

actions. Canada soon had to consider its options too. It was all exacerbated by a 

world recession caused by the collapse within the US banking system, who backed 

junk bonds. Looking back, the US felt the fallout from this collapse as a  recession 

in 2008, a year earlier than Canada.415   

There was nothing to suggest then, how events would transpire, or whether they 

would be felt in Canada at any point to any degree.  But the events that 

happened, particularly in the UK,  was the harbinger and an indicator of a path for 

renewal. That path would soon be looked upon by the Canadian defence 

establishment. The past was indeed becoming prologue, for the UK measures 

were very reminiscent of what happened to Canada 1995-2005 leading to: 416 

1. Program cuts; 
2. Public Service cuts;  

 
a. Jones, LR. 1993. Management of Budgetary Decline in the Department of Defence in Response to the End 

of the Cold War. Armed Forces & Society, Vol. 19, No. 4, Summer 1993 pp479-509 (pg. 499) 

b. Owen, N. 1994. How many Men do Armed Forces Need? An International Comparison. Defence and Peace 

Economics, 1994, Vol. 5. pp269-288 (pg. 269) 
 

415 Recession examples: 

a. Chris Isidore, It's official: Recession since Dec. '07, CNNMoney.com, 
December 1, 2008: 

Source: 

http://money.cnn.com/2008/12/01/news/economy/recession/index.htm?postver

sion=2008120112  

Accessed: 4 November 2010, and 

b. CBC News , Canada heading for recession, say economists , October 
6, 2008  
Source: http://www.cbc.ca/money/story/2008/10/06/recession.html 
Accessed: 4 November 2010 

 

416 Ibid Terence Corcoran, Financial Post, 20 October 2010 

 

http://money.cnn.com/2008/12/01/news/economy/recession/index.htm?postversion=2008120112
http://money.cnn.com/2008/12/01/news/economy/recession/index.htm?postversion=2008120112
http://www.cbc.ca/news/credit.html
http://www.cbc.ca/money/story/2008/10/06/recession.html
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3. A call to stimulate the economy through the private sector; 
4. Program rationalization; 
5. Reduction or elimination of capabilities; and 
6. Public Service restructuring.  

  

Looking Back at the United Kingdom and the United States 2010 

The United Kingdom’s (UK) fiscal problems were not unique in 2010. The United 

Kingdom was applauded for taking the necessary and painful fiscal steps to get its 

economic house in order. As such the UK was held as an example for the way 

ahead within the NATO community.417  

Curiously, the UK actions prompted calls for similar considerations in the United 

States (US). The US deficit problem was not dissimilar to the UK’s. The US faced an 

8.9% budgetary deficit. The order of magnitude for the UK’s deficit was 11.4%. 

Given the United States reduced fiscal circumstances since the 2008 recession, 

there was much debate within the US, that they too, must get their house in 

order. It may well have been the shift in congress from democratic to republican 

control at the time, that was a lever for the US administration to sit up and take 

notice, that the situation demanded similar actions.418    

Thus, a precedent amongst major allies, regarding fiscal improvement and 

restraint was set in motion for common action plans. Similar policy actions likely 

trickled down through a web of globalized relations. All NATO Allies, as well as 

many nations states, were linked in a globalized economy, that in part, may have 

 
417 Judy Dempsey, German Committee Recommends Cutbacks in Defense Spending, The New York 

Times (in Post Gazette), October 25, 2010, 

Source: http://www.post-gazette.com/pg/10298/1097958-82.stm 

Accessed: 26 October 2010 

 
418 David S. Broder, What America might learn from the British austerity model, The Washington Post, 

October 24, 2010 

Source: http://www.washingtonpost.com/wp-dyn/content/article/2010/10/22/AR2010102204205.html 

Accessed: 24 October 2010 

 

http://www.post-gazette.com/pg/10298/1097958-82.stm
http://projects.washingtonpost.com/staff/articles/david+s.+broder/
http://www.washingtonpost.com/wp-dyn/content/article/2010/10/22/AR2010102204205.html
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driven common policies and remediation approaches.419  Those ties are often 

bound in globalized trade and economy. A tenuous twang in one part of the 

relationship,  may thus be translated through this web of dependent 

relationships. What happened in the UK then, would certainly have implications 

for Canada, for we do not exist in a vacuum.  

Dilemma for all 

Despite the need for action, the UK contraction of military services was of deep 

concern to the US. For one, the UK was considered it’s most trusted, if not, it’s 

most reliable ally.  Questions were raised in the US as to who would replace the 

UK in this role. The UK contraction left a gap that others were bound to fill. It 

placed a burden on all its allies, particularly the US, who was in a poor economic 

position, and who desired increase burden sharing amongst its NATO Allies. 

The US outmatched all 17 of its NATO allies in military spending. US Military 

expenditure at the time amounted to $660 billion in annual defence 

expenditures, more than all its allies combined.420   Sustaining that burden, 

without additional strain, was of immediate concern to US analysts.  

 
419 Jane Taber, NATO officials questioning Canada’s commitment, The Globe and Mail, 24 November 

2013 

Source: http://www.theglobeandmail.com/news/world/somnia/article15580910/ 

Accessed: 25 November 2013 

 
420 US outmatched all 17 of its NATO allies in military spending: 

a. Tony Karon, Britain’s Defense Cuts: Grim Portent for U.S. Military? , Time (Viewpoint), Oct. 21, 2010 

Source: http://www.time.com/time/nation/article/0,8599,2026961,00.html 

Accessed: 24 October 2010, and 

 
b. NATO, Public Diplomacy Division, COMMUNIQUE PR/CP (2009)009, Financial and Economic Data 
Relating to NATO 19 February 2009, Table 1  
(corroborates the order of magnitude of Karon’s statement on “The US outmatched all 17 of its NATO 
allies in military spending on the table” which was assumed by the tone of the article to be NATO allies.) 
 

http://www.theglobeandmail.com/authors/jane-taber
http://www.theglobeandmail.com/news/world/somnia/article15580910/
http://www.time.com/time/letters/email_letter.html
http://www.time.com/time/nation/article/0,8599,2026961,00.html
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US defence spending had grown at a rate of 4.8% in the year 2010, while its GDP 

growth grew at less than 2%. 421 The US, in its role as policeman to the world, 

came at a cost of a $1.5 trillion budgetary deficit, that was on top of the national 

debt of $13.5 trillion.422 The US budgetary deficit was likely due in large part to 

the growth of military expenditures of $1.2 trillion on operations since 9/11.423 

The US in 2010 faced a similar dilemma to the UK. It too faced rising 

unemployment, required much needed investments in infrastructure and 

education, and other looming priorities. Forty cents of every US dollar of debt 

serviced military commitments. Still the US continued to spend $3 billion a week 

on military operations. But the fiscal reality suggested that this level of spending 

was no longer affordable, nor was it sustainable.424  Thus there came pressures 

within the US as well to reduce its overall budgetary spending and military 

spending in particular to get its own house in order.425   

Canada could not ignore such happenings either in the US or amongst its global 

partners. The United States is Canada’s largest trading partner. Our Canadian 

economy is inextricably linked to the US economy. It would be akin to burying 

one’s head in the sand to ignore the issues of “remedies”; as actions taken 

elsewhere, would certainly be considered for Canada.  

History may well have been repeating itself in the same vein, as in the calls taken 

for the post-Cold War  ‘Peace Dividend’ of the 1990s. Such calls would surely be 

 
421 Ibid Tony Karon, Oct 21, 2010 

 
422 Ibid Tony Karon, Oct 21, 2010 

 
423 Ibid Tony Karon, Oct 21, 2010 

 
424 Elizabeth Cobbs Hoffman, Come Home, America, New York Times, 4 March 2013 

Source: http://www.nytimes.com/2013/03/05/opinion/come-home-america.html?ref=opinion&_r=0 

Accessed: 5 March 2013 

 
425 Ibid Tony Karon, Oct 21, 2010 

 

http://www.nytimes.com/2013/03/05/opinion/come-home-america.html?ref=opinion&_r=0
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entertained. So, were we once again revisiting the past, much like “Ground Hog 

Day”, by pushing the remedies of the past, to get us out of a current bind? 

Size and Extent of UK Defence Cuts- Looking in the rearview Mirror 

The ramifications of the UK defence cuts were singularly relevant and important. 

They were a lightning rod for possible policy outcomes for the way ahead. It was 

hard to ignore that the UK’s annual deficit was at a level of 11% of GDP in June 

2010.  Its net debt was crippling. Their net debt in gross dollar terms was $1.5 

billion that equalled 60% of its GDP.426   

A continued spending level, given those economic circumstances, was well on the 

way to pushing the UK over a financial brink to bankruptcy.  Their fiscal situation 

was no longer tenable and drastic actions were required. This resulted in 

announced cuts. Their cuts have generally resulted in an overall decline of 

government spending, that averaged a 19% reduction of expenditure.427     

The UK took the following key measures in October 2010:428   

• £81bn cut from public spending over four years 

• 19% average departmental cuts - less than the 25% expected 

• £7bn extra welfare cuts, including changes to incapacity, housing benefit 
and tax credits 

• £3.5bn increase in public sector pension employee contributions 

• Rise in state pension age brought forward 

• 7% cut for local councils from April next year (2011) 

• Permanent bank levy 

• Rail fares to rise 3% above inflation from 2012 
 

 
426 Ibid Tony Karon, Oct 21, 2010 

 
427 Anon., Spending Review: Osborne wields axe,  BBC Mobile, News UK Politics, 20 October 2010 

Source: http://www.bbc.co.uk/news/uk-politics-11579979 

Accessed: 20 October 2010 

 
428 Ibid,, Anthony Faiola, October 21, 2010; 

 

http://www.bbc.co.uk/news/uk-politics-11579979
http://projects.washingtonpost.com/staff/articles/anthony+faiola/
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It was hoped that such measures would forestall economic disaster, and bring the 

UK’s fiscal house, back onto a sound economic footing. But such measures were 

not taken without cost. They were achieved by eliminating 500 thousand public 

servants, slashing welfare budgets, and eliminating $131 billion of government 

spending.429   

Some feared that this level of austerity would only serve to further dislocate the 

UK’s economic recovery. Adding to the problem, was uncertainty in the private 

sector’s ability to absorb the influx of 500 thousand unemployed public servants. 

Some suggested that there would be follow-on impacts to the private sector. 

Indeed, the level of pain suggested was, that an additional 500 thousand private 

sector jobs could possibly be lost in the process, a total net loss of 1 million 

jobs!430   

The nub of the problem was that if this alchemy was not right, it could indeed 

further dislocate the UK economy. The level of pain proposed by this 

announcement, was to go far deeper than expected. Some would say that these 

actions were a gamble; a gamble which jeopardized their planned recovery, and a 

return to fiscal stability.431   

The sustainment of military capability and might was also made difficult by this 

situation. A continued debt load imposed by sustaining military capability was 

required. That load would drive debt interest carrying charges, that in the end 

 
429 Ibid,, Anthony Faiola, October 21, 2010; 
430 Private Sector Impact: 

a. Ibid,, Anthony Faiola, October 21, 2010; “Now, budget cuts are set to yank billions 

out of the British economy, costing jobs that may not be offset by the private sector 

and potentially stalling the still-fragile economic recovery.”, and 

b. ibid Opinion, Terence Corcoran, 20 October 2010 ; 

 
431 Ben Quinn, Britain's budget cuts outline radical path toward smaller government, The Christian 

Science Monitor, October 20, 2010 

Source: http://www.csmonitor.com/World/Europe/2010/1020/Britain-s-budget-cuts-outline-radical-

path-toward-smaller-government 

Accessed: 20 October 2010 

 

http://projects.washingtonpost.com/staff/articles/anthony+faiola/
http://projects.washingtonpost.com/staff/articles/anthony+faiola/
http://www.csmonitor.com/About/Contact-Us-Feedback
http://www.csmonitor.com/World/Europe/2010/1020/Britain-s-budget-cuts-outline-radical-path-toward-smaller-government
http://www.csmonitor.com/World/Europe/2010/1020/Britain-s-budget-cuts-outline-radical-path-toward-smaller-government
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would lead to doubling the UK’s annual defence budget by 2015/16, while trying 

to keep pace with its needs!432  That was neither possible nor sustainable.  

The UK had to act. So. it took measures to cap expected government spending at 

$1.1 trillion by 2014. This decision assumed that its economy would be in 

structural balance by then.433   

 

432 Debt Interest Carry Charges Impacts: 

a.   John Baron, A global power needs a real army - The Government's plan to replace 

regular Army troops with reservists is dangerously short-sighted , The Telegraph, 06 

Jul 2013 

Source: http://www.telegraph.co.uk/news/uknews/defence/10163576/A-global-power-

needs-a-real-army.html 

Accessed: 11 July 2103 

 

b.   James Kirkup, Britain's debt interest payments will be double the defence budget, 

The Telegraph, 26 June 2013 

Source: http://www.telegraph.co.uk/news/politics/spending-review/10144686/Britains-

debt-interest-payments-will-be-double-the-defence-budget.html 

Accessed: 27 June 2013 

 

c.   Steven Swinford, Abandon Trident at your peril, warn former defence ministers and 

Forces chiefs, The Telegraph, 15 July 2013 

Source: http://www.telegraph.co.uk/news/uknews/defence/10181170/Abandon-

Trident-at-your-peril-warn-former-defence-ministers-and-Forces-chiefs.html 

            Accessed: 15 July 2013 

“A PriceWaterHouseCoopers commentary said the shifts in government spending, worth 

£83-billion ($134-billion) over the period, could wipe out another 500,000 jobs in the private 

sector.” 

 
433 Ibid Terence Corcoran, 20 October 2010 

 

http://www.telegraph.co.uk/news/uknews/defence/10163576/A-global-power-needs-a-real-army.html
http://www.telegraph.co.uk/news/uknews/defence/10163576/A-global-power-needs-a-real-army.html
http://www.telegraph.co.uk/journalists/james-kirkup/
http://www.telegraph.co.uk/news/politics/spending-review/10144686/Britains-debt-interest-payments-will-be-double-the-defence-budget.html
http://www.telegraph.co.uk/news/politics/spending-review/10144686/Britains-debt-interest-payments-will-be-double-the-defence-budget.html
http://www.telegraph.co.uk/journalists/steven-swinford/
http://www.telegraph.co.uk/news/uknews/defence/10181170/Abandon-Trident-at-your-peril-warn-former-defence-ministers-and-Forces-chiefs.html
http://www.telegraph.co.uk/news/uknews/defence/10181170/Abandon-Trident-at-your-peril-warn-former-defence-ministers-and-Forces-chiefs.html
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What was truly feared though, was that these economic actions would take the 

UK’s armed forces spending well below 2% of GDP. 434 This spending level was the 

key marker regarding a nation’s security spending, to be an effective contributor 

to the NATO alliance.435  It appeared on the surface that a 19% average cut would 

take the UK well below this level.  

Trade-offs taken to Hold Defence Spending to 2% of GDP 

The UK’s actions were of serious concern to the United States. There was some 

speculation that it was only through the serious intervention of then Secretary of 

State, Hillary Clinton, that swayed the UK away from drastic cuts to its defence 

spending. A major attempt was made by the US to hold the UK to “2% of GDP”. 

The US looked to that level as an assurance that the UK was indeed “punching 

above its weight.”436  

 
434 James Kirkup, Conservative Party Conference: forces budget will fall below NATO minimum , The 

Telegraph UK, 07 Oct 2010 

Source: 

http://www.telegraph.co.uk/news/newstopics/politics/conservative/8047477/Conservative-Party-

Conference-forces-budget-will-fall-below-Nato-minimum.html 

Accessed: 7 October 2010 

          Kirkup highlights: 
a. Britain is one of just a handful of NATO members that meet the standard, but defence officials 

believe spending could fall as low as 1.7 per cent.  
b. The United States routinely spends more than 4 per cent on defence and its officials have 

expressed fears about Britain's future ability to work with US forces. 
 
435 Gerry Madigan, Canada First - Defence Strategy: A Retrospective Look. Too much? Too little? Or just 

right?, Canadian Military Journal, Summer, Vol. 10, No. 3 

Source: http://www.revue.forces.gc.ca/vol10/no3/06-madigan-eng.asp 

Accessed: 22 June 2010 

For example, ` ` As long as Canada stayed at or near the two percent level, a NATO average, it was 
regarded as a player, and bought influence. Canada sent a signal, by reducing its GDP factor below 
two percent, that it no longer intended to bear the pain at a common level, and that it was shifting 
this burden to the Alliance`` 

 
436 Ibid  Howard LaFranchi, October 20, 2010 
 

http://www.telegraph.co.uk/news/newstopics/politics/conservative/8047477/Conservative-Party-Conference-forces-budget-will-fall-below-Nato-minimum.html
http://www.telegraph.co.uk/news/newstopics/politics/conservative/8047477/Conservative-Party-Conference-forces-budget-will-fall-below-Nato-minimum.html
http://www.revue.forces.gc.ca/vol10/no3/06-madigan-eng.asp
http://www.revue.forces.gc.ca/vol10/no3/06-madigan-eng.asp
http://www.revue.forces.gc.ca/vol10/no3/06-madigan-eng.asp
http://www.csmonitor.com/About/Contact/Staff-Writers/Howard-LaFranchi
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But holding to a 2% of GDP level was mercurial. The UK’s defence review posed 

some dramatic cuts, that saw loss or deferred capabilities, in the form of trade-

offs, to arrive at that number.   

The British army faced a: 

a. reduction of 7000 soldiers reducing its size from 102,500 to 95,500 
b. the army lost 40% of its armoured, and  
c. 35% of its artillery capabilities that were mothballed.437  

 

The Royal Navy in turn saw the: 

1. loss of its Harrier jump jet capability  
2. loss of the aircraft carrier Ark Royal 
3. reduction in fleet size of destroyers and frigates from 23 to 19.438 

 

The navy though, was allowed to finish completion of two aircraft carriers whose 

contracts were deemed too expensive for cancellation. But in the end, the Royal 

Navy would only have sufficient aircraft to man one aircraft carrier.  

The F35 procurement as the replacement aircraft for the Harrier, for carrier 

operations, was reduced from 138 to 40 units. This effectively made the second 

carrier redundant, and so it set the conditions for its future. The second carrier 

was too costly to terminate the build, and was too costly to maintain. So, it was 

proposed that the second aircraft carrier be mothballed or sold at a later date. 

Finally, a decision on the Trident nuclear submarine force was temporarily 

postponed to a later date.439   

The reduction in the new F-35 fighter procurement obviously had an impact on 

both the Royal Navy and the Royal Air Force. It forced a redundancy of surplus 

 
437 Max Boot, Britain Bows Out of the Security Game, The Wall Street Journal, OCTOBER 21, 2010  

Source: 

http://online.wsj.com/article/SB10001424052702304741404575564313178698450.html?mod=rss_opin

ion_main 

 
438 Ibid Max Boot, OCTOBER 21, 2010 
 
439 Ibid Max Boot, OCTOBER 21, 2010 
 

http://online.wsj.com/article/SB10001424052702304741404575564313178698450.html?mod=rss_opinion_main
http://online.wsj.com/article/SB10001424052702304741404575564313178698450.html?mod=rss_opinion_main
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staff that led to a further manpower reduction of 5000 service personnel of both 

services.440  

The serious loss of these key capabilities, and the policies taken to do so, are 

relevant. They clearly exposed end results and future intents. 

GDP implications  

The reduction of the UK’s defence spending to 2% of GDP had a number of 

implications.441  Traditionally the UK spent higher than this level. A lower level 

would be a key indicator of a withdrawal, as a global power, if the number fell 

below the two percent of GDP marker. NATO places great emphasis on sustaining 

defence at a two per cent of GDP marker. A reduction below this level suggests a 

reduction of capability, and a confirmation of  intent, that the UK was 

withdrawing from global power projection and the role it played within that 

alliance.442   

 
440 Ibid Max Boot, OCTOBER 21, 2010 
 
441 F. Stephen Larrabee, and Peter A. Wilson, Budget cuts are cracking the West's defenses, The 

Christian Science Monitor, August 17, 2010 

Source: http://www.csmonitor.com/Commentary/Opinion/2010/0817/Budget-cuts-are-cracking-the-

West-s-defenses 

Accessed: 20 October 2010 

 
442 Ibid MAX BOOT, October 21, 2010  offers some insight: 

a. the days of British military power appear to be ending 
b. The Strategic Defense and Security Review released this week by Prime Minister David 

Cameron is bad news for anyone who believes that a strong Britain is a vital bulwark of 
liberty 

c. In announcing the cutbacks, Mr. Cameron promised that Britain would still "punch 
above its weight." His words ring hollow. 

d. The fact that British defense capabilities are in steep decline means that even more of 
the burden of defending what used to be called the Free World will fall on our 
overstretched armed forces. 

e. The British can cut back secure in the knowledge that Uncle Sam will protect them if 
anything goes truly wrong 

f. But who would we count on in a crunch? 

 

http://www.csmonitor.com/About/Contact-Us-Feedback
http://www.csmonitor.com/Commentary/Opinion/2010/0817/Budget-cuts-are-cracking-the-West-s-defenses
http://www.csmonitor.com/Commentary/Opinion/2010/0817/Budget-cuts-are-cracking-the-West-s-defenses
http://online.wsj.com/search/term.html?KEYWORDS=MAX+BOOT&bylinesearch=true
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Pegging defence spending as 2% of GDP is an interesting marker. It may represent 

the minimum effective resource point for national security and action on the 

world stage. It may also represent the minimum resource point available for 

effective self-defence and maintenance of a nation’s sovereign interests.443  

Thus, the two percent marker may be the point upon which other nations assess 

threats, or ambitions for global projection, or expansionist policies. Any 

investment at or beyond this point, may also be the benchmark for assessing, 

whether a nation is capable of punching above its weight, or has a willingness to 

do so. It may be the one true measure of a nation’s defensive, if not offensive 

posture, as the  measure for judging national ambitions on the world stage.444 

Thus the UK’s possible retreat below this level sent a clear signal that it was 

adjusting its global position as a major power. 

Two percent of GDP is a relevant marker to the assessment of a nation’s defence 

investment and capability. That marker will be juxtaposed to the  considerations 

 
443 James Kirkup, Conservative Party Conference: forces budget will fall below NATO minimum , The 

Telegraph UK, 07 Oct 2010, Source: 

http://www.telegraph.co.uk/news/newstopics/politics/conservative/8047477/Conservative-Party-

Conference-forces-budget-will-fall-below-Nato-minimum.html 

Accessed: 7 October 2010 

Kirkup’s analysis illustrates the UK’s rationale in its defence budget reductions: 

g. It could be less than 2 per cent of gross domestic product, the minimum that alliance 
members are asked to spend on their militaries, the Foreign Secretary said.  

h. Britain is one of just a handful of NATO members that meet the standard, but defence 
officials believe spending could fall as low as 1.7 per cent.  

i. The United States routinely spends more than 4 per cent on defence and its officials 
have expressed fears about Britain's future ability to work with US forces. 

j. But Mr. Hague told Radio 4: "When you face a financial crisis of this magnitude such 
figures are not sacrosanct."  

k. Once the costs of the Afghanistan operation were included, defence spending would 
"get back pretty much" to 2 per cent. 

 
444 Iain Martin, Cameron's Defense Cuts Reveal a Cameron's Defense Cuts Reveal a U.K. Preparing to 

Do Less With Less , The Wall Street Journal, 20 October 2010   

Source: http://online.wsj.com/article/SB10001424052702304510704575562483293475198.html 

Accessed: 26 October 2010 

 

http://www.telegraph.co.uk/news/newstopics/politics/conservative/8047477/Conservative-Party-Conference-forces-budget-will-fall-below-Nato-minimum.html
http://www.telegraph.co.uk/news/newstopics/politics/conservative/8047477/Conservative-Party-Conference-forces-budget-will-fall-below-Nato-minimum.html
http://online.wsj.com/article/SB10001424052702304510704575562483293475198.html
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of minimum military capability by others, who view it in terms of sustained 

independent action and self reliance. It is the measure, that others will regard as 

significant, and defines what is an effective military force, a power to be reckoned 

with.  

The UK’s consideration of deviating below this level was critically viewed. It was 

only through apparent US pressure, that the UK was provoked to revise its plans 

to adjust and remain at the 2% of GDP level.445  But it was done within the bounds 

of trade-offs. But the trade-offs would be  meaningless if the resulting capabilities 

of the alternatives, did not match up to or exceed the requirements of the trade-

offs they replaced. 

Cause and Effect 

Canadian defence spending has been widely cited as too high and excessive by 

some.446 So given what our allies were doing, it is logical that pressure would also 

 
445 Ibid  Howard LaFranchi, October 20, 2010 
 
446 Selected examples: 

a.   Anon., Twin budget axes expected to carve $2.5 billion out of DND: report, Ottawa Citizen/ The 
Canadian Press 30 September 2012 
Source: 

http://www.ottawacitizen.com/news/national/Twin+budget+axes+expected+carve+billion+report/73223

40/story.html 

b.   Murray Brewster and Bruce Cheadle, Defence bureaucracy still bloated two years after benchmark 
report, The Ottawa Citizen/ The Canadian Press,  25 June 2013 
Source: 

http://www.ottawacitizen.com/news/Defence+bureaucracy+still+bloated+years+after+benchmark/85766

46/story.html 

Accessed: 26 June 2013 

c. The Economist, Canada's armed forces - Fighting to keep fighting, 9 September 2010 

Source: http://www.economist.com/node/16994606?story_id=16994606 

Accessed: 11 September 2010 

http://www.csmonitor.com/About/Contact/Staff-Writers/Howard-LaFranchi
http://www.ottawacitizen.com/news/national/Twin+budget+axes+expected+carve+billion+report/7322340/story.html
http://www.ottawacitizen.com/news/national/Twin+budget+axes+expected+carve+billion+report/7322340/story.html
http://www.ottawacitizen.com/news/Defence+bureaucracy+still+bloated+years+after+benchmark/8576646/story.html
http://www.ottawacitizen.com/news/Defence+bureaucracy+still+bloated+years+after+benchmark/8576646/story.html
http://www.economist.com/node/16994606?story_id=16994606
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be brought to bear on Canadian defence spending, when juxtaposed to those in 

similar circumstances. 

The justification for increased or sustained defence spending at an appropriate 

level in Canada is often lost to the public. This loss is so often felt by the public’s 

parsimony and lack of goodwill, a reaction found with most fiscal declines, that 

effectively chokes defence spending.447  

There are several groups and interests in Canada, that are highly critical of 

Canadian military spending. Some regard the Canadian Forces an anachronism, an 

unnecessary burden on the Canadian taxpayer. That message is played time and 

again.448  Thus Canada’s defence budget is always under constant scrutiny. It is 

 
d. Jason Fekete, Defence Department can’t explain increase in costs, National Post/ Postmedia News, 8 

June, 2012 

Source http://news.nationalpost.com/2012/06/08/defence-department-cant-explain-increase-in-costs/ 

Accessed: 12 June 2012 

e. Daniel Schwartz, What kind of military can Canada afford? - Doing the same with less after spending 
cuts, CBC News, 12 November 2012 
Source: http://www.cbc.ca/news/politics/story/2012/11/09/f-military-policy.html 

Accessed: 12 November 2012 

 
447 Canada, Office of the Auditor General of Canada, Report of the Auditor General of Canada, CHAPTER 

3 - National Shipbuilding Procurement Strategy, Fall 2013, pg. 19-23 

 

2. 448 Selected examples: 

 

a.  Anon., Cut with care on defence, The Ottawa Citizen, 27 February 2013 
Source: http://www.ottawacitizen.com/opinion/editorials/SOMNIA/8022987/story.html 

Accessed: 27 February 2013 

B. Murray Brewster, DND Unable To Spend Billions In What Critic Says Is Stealth Deficit Cutting, 
The Vancouver Sun / The Canadian Press , 11 July  2013 

Source: http://www.vancouversun.com/story_print.html?id=8647494 

Accessed: 12 July 2013 

c.  Brian Lee Crowley, How to waste tax money: Buy Canadian, The Globe and Mail, 20 February 
2013 

Source: http://www.theglobeandmail.com/report-on-business/economy/how-to-waste-tax-money-

buy-canadian/article8901098/ 

http://news.nationalpost.com/2012/06/08/defence-department-cant-explain-increase-in-costs/
http://www.cbc.ca/news/credit.html
http://www.cbc.ca/news/politics/story/2012/11/09/f-military-policy.html
http://www.ottawacitizen.com/opinion/editorials/SOMNIA/8022987/story.html
http://www.vancouversun.com/story_print.html?id=8647494
http://www.theglobeandmail.com/report-on-business/economy/how-to-waste-tax-money-buy-canadian/article8901098/
http://www.theglobeandmail.com/report-on-business/economy/how-to-waste-tax-money-buy-canadian/article8901098/


305 

 

also the one budget that is easily targeted. It is the singular budget most often 

used as the scapegoat for reduce discretionary spending in hard times. It alone 

represented 7.1% of discretionary federal spending in 2012.449    

The panoply of media reports on 2010 defence issues was very reminiscent of the 

1990s. The discussions surrounding various defence procurements and, the F-35 

in particular, were very reminiscent of arguments of high expense, cost over runs, 

inefficiencies, and threat of project cancellations.450    The way ahead was very 

 
Accessed: 22 February 2013 

d.  J. L. Granatstein, Jet procurement's not about new toys for the boys, Globe and Mail, 10 April 
2012  

Source: http://www.cdfai.org/inthemedia/inthemediaapril102012.htm 

Accessed: 17 May 2012 

e.  Daniel Schwartz, What kind of military can Canada afford? - Doing the same with less after 
spending cuts, CBC News, 12 November 2012 

Source: http://www.cbc.ca/news/politics/story/2012/11/09/f-military-policy.html 

Accessed: 12 November 2012 

 
449 Canada, National Defence Headquarters, Director General – Financial Management Assistant Deputy 

Minister (Finance And Corporate Services), Director Costing Services,  Making Sense Out of Dollars, 

2011-2012 Edition, Page 5 of 72 

 
450 Some examples of the range of opinion and types of criticism (not all inclusive): 
 

a.  Daniel Leblanc , Plan to replace aging Sea Kings hits new snag , Globe and Mail, Nov. 23, 

2010 (Example of  cost criticism) 

Source: http://www.theglobeandmail.com/news/politics/SOMNIA/article1809584/ 

Accessed: 23 November 2010 

b.  Brian Lilley, Forget fighter jets, fight climate change: poll, The Toronto Sun, November 18, 

2010 (Example of political activism) 

Source: http://www.torontosun.com/news/canada/2010/11/18/16210206.html 

The Toronto Sun 

Accessed: 19 November 2010 

c.   L. Ian Macdonald, Canadian Forces have already endured enough flight delays, The 

Montreal Gazette, November 1, 2010 (Example of  cost criticism) 

Source: http://www.globalnews.ca/world/SOMNIA/3756737/story.html 

Accessed: 1 November 2010 

d.   David Pugliese, Since 2006, price tag for aircraft has risen from $50M to $90M. The Ottawa 

Citizen June 21, 2010, (Example of  Cadillac solution) 

http://www.cdfai.org/inthemedia/inthemediaapril102012.htm
http://www.cbc.ca/news/politics/story/2012/11/09/f-military-policy.html
http://www.theglobeandmail.com/news/politics/SOMNIA/article1809584/
http://www.torontosun.com/news/canada/2010/11/18/16210206.html
http://www.globalnews.ca/world/SOMNIA/3756737/story.html
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clear. The public’s mood and  reaction alone can lead to turmoil, dislocation, and 

lost opportunity within Canada’s defence spending portfolio, especially if there 

was ill-will and declining public support.451   

Still Canadians want to be sure that they are getting value for money on any 

investment no matter what. They also have a desire to ensure that the Canadian 

social safety net is preserved and grows to meet the needs of the time. But if we 

do not have the shield to protect Canadian vital interests, all will be for not! If we 

are not prepared to act or protect our sovereign interests, they will be taken away 

from us.   

 
Source: 

http://www.ottawacitizen.com/technology/Forces+feared+Cadillac+label+replacement+fighters

/3179780/story.html 

Accessed: 21 June 2010 

 
 
451 Some examples of the range of opinion and types of criticism (not all inclusive): 
 

a.  Daniel Leblanc , Plan to replace aging Sea Kings hits new snag , Globe and Mail, Nov. 23, 

2010 (Example of  cost criticism) 

Source: http://www.theglobeandmail.com/news/politics/SOMNIA/article1809584/ 

Accessed: 23 November 2010 

b.  Brian Lilley, Forget fighter jets, fight climate change: poll, The Toronto Sun, November 18, 

2010 (Example of political activism) 

Source: http://www.torontosun.com/news/canada/2010/11/18/16210206.html 

The Toronto Sun 

Accessed: 19 November 2010 

c.   L. Ian Macdonald, Canadian Forces have already endured enough flight delays, The 

Montreal Gazette, November 1, 2010 (Example of  cost criticism) 

Source: http://www.globalnews.ca/world/SOMNIA/3756737/story.html 

Accessed: 1 November 2010 

d.   David Pugliese, Since 2006, price tag for aircraft has risen from $50M to $90M. The Ottawa 

Citizen June 21, 2010, (Example of  Cadillac solution) 

Source: 

http://www.ottawacitizen.com/technology/Forces+feared+Cadillac+label+replacement+fighters

/3179780/story.html 

Accessed: 21 June 2010 

 

 

 

http://www.ottawacitizen.com/technology/Forces+feared+Cadillac+label+replacement+fighters/3179780/story.html
http://www.ottawacitizen.com/technology/Forces+feared+Cadillac+label+replacement+fighters/3179780/story.html
http://www.theglobeandmail.com/news/politics/SOMNIA/article1809584/
http://www.torontosun.com/news/canada/2010/11/18/16210206.html
http://www.globalnews.ca/world/SOMNIA/3756737/story.html
http://www.ottawacitizen.com/technology/Forces+feared+Cadillac+label+replacement+fighters/3179780/story.html
http://www.ottawacitizen.com/technology/Forces+feared+Cadillac+label+replacement+fighters/3179780/story.html


307 

 

That is why we must be aware of what is happening in the UK, the US and 

elsewhere. It may be the benchmark used for the way-ahead. But that benchmark 

may not be apropos for Canadian circumstances at a given time. These must be 

considered fully, whatever the demands! Canadian policy action must be crafted 

with Canadian interests at heart.  Yes, it is important to know what our allies are 

contemplating, but it is also just as important to understand the outcomes, as 

potential  consequences to Canadian Defence policy.  

A Call for Austerity 

Regardless of the level, Canadian defence spending remains a bone of contention. 

This is where the important implications of the UK budget reductions come into 

play. Many would no doubt hold the UK’s example as the way ahead for Canadian 

interests. The political imbroglio surrounding Canada’s purchase of the F-35, as 

the replacement for the CAF-18, is indicative of that!452  

We saw that in the 1990s. Defence was often “benchmarked”, whose thrust was 

“best practices”. These tools were often applied to achieve economies and 

efficiencies, without due regard to Canadian circumstances. So there should be 

some trepidation and concern with the UK’s action for: 

• budget reduction,  

• force rationalization,  

• redundancy,  

• economy and efficiencies, and 

• rationalization of defence spending. 
 

The UK’s policy actions and considerations, must have some collateral impact on 

Canadian defence spending, even in passing. Their actions will likely be the 

impetus for the consideration of ratcheting down Canadian defence spending.  

The trouble was, the UK was attempting to ratchet down to 2% of GDP, where 

Canada’s current level was already 1.4% of GDP.453   Some may argue that the 2% 

 
452 The Economist, The future of NATO, Fewer dragons, more snakes, Nov 11th 2010  

Source: http://www.economist.com/node/17460712   

Accessed: 18 November 2010   
 
453 Ibid  Howard LaFranchi, October 20, 2010 

http://www.economist.com/node/17460712
http://www.csmonitor.com/About/Contact/Staff-Writers/Howard-LaFranchi
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of GDP figure was irrelevant; that it was real dollar spending, that mattered. Still, 

we must remember that the 2% level was the marker of importance, and the one 

of concern to then Secretary of State, Hillary Clinton, in the matter of UK budget 

reductions.454   

Where does Canada sit in the true test of the Debt to GDP-ratio? 

Debt to GDP-ratio may be a key ratio for defence management. It may be a key 

trip wire for anticipating economic calamity. The tripping point for Canada in 1995 

was a ratio of 48.3% of debt to GDP.455 The government took steps and managed 

to reduce this ratio to 22.4% by the onset of the recession in 2008. Given that the 

debt to GDP ratio was forecasted to be 30.8% by 2015-16, when the Canadian 

economy was expected to  have returned to a surplus position, the rise was 

suggestive to Canadian defence planners and managers. It was easy to conclude 

that the brakes to defence spending may be applied at some point in future. It 

was moving forward to the trip wire! 

There are three key points that the management of growth of Debt to GDP-ratio 

foretells of government ends in peacetime.  At 48 % of GDP or more, government 

will take actions to contract defence spending.  A Debt to GDP-ratio of 22% or less 

may be indicative of an ability to expand or sustain defence spending. A rise to 

30% or more may be indicative of a measure of flexibility is required to either 

expand or contract Canadian defence spending. It is in the unforeseen 

contingencies and the unknowns of Canada’s economy and GDP, that sees moves 

to either buffer the economy, or to engage economic action plans, that either 

stymies or stimulates economic growth. 

In the face of facts, the government had to consider the drastic reductions that 

were considered by many of its NATO peers. There certainly will be a constant 

demand for fiscal prudence in the rationalization of defence resources here too. 

Such an eventuality will likely occur over time, regardless of the fact, Canada’s 

 
 
454 ibid Canada, Department of Finance Canada, October 2010, Chapter 3, Section 3. Fiscal Outlook, 
Chart 3.1 
 
455 Terence Corcoran, U.K. spending cuts foretell our future, Financial Post, 20 October 2010 

Source: http://opinion.financialpost.com/2010/10/20/terence-corcoran-u-k-spending-cuts-foretell-our-
future/ 

http://opinion.financialpost.com/2010/10/20/terence-corcoran-u-k-spending-cuts-foretell-our-future/
http://opinion.financialpost.com/2010/10/20/terence-corcoran-u-k-spending-cuts-foretell-our-future/
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defence spending was and continues to be, below the 2% of GDP marker favoured 

by its key Allies.456      

Looking Forward 

Forward looking statements of the Department of Finance (Canada) to 2015–16, 

suggested that Canada’s Debt to GDP-ratio would decline to 30.8 per cent. In fact 

they expected, a small surplus of 0.1 per cent of GDP.457   Although this is a large 

percentage figure, its projection was down from the all-time high peak of Federal 

Debt as a percentage of GDP at 68.4% in 1995-96. This ratio was 28.6% in 2008-09 

at the onset of the recession of 2010. It was a clear measure of how successful, if 

not a painful experience, the prior fiscal efforts for economic prudence had been.  

Given the government stimulus efforts to stem the effects of the recession of 

2010, Canada’s Federal debt as percent of GDP remained at a fairly constant level. 

It only rose by an increase of 2.2% debt to GDP. The economy also edged towards 

a surplus.458   Canada was on a firm fiscal footing! 

Some considered the government’s forecasts to have been overly optimistic. 

Canada’s watchdog, the Parliamentary Budget Officer's projections presented 3 

November 2010, indicated an $11 billion deficit by 2015-16, that will ultimately 

add more than $210 billion to Canada’s national debt.  

The divergence of opinion between the watchdog and the Department of 

Finance’s calculations centred on an assumption of Canada’s ability to keep 

spending growth at two per cent annually. The watchdog suggested a more 

reasonable ambition, was keeping spending growth equal to inflation and 

population increases, or about 3.2 per cent a year. He recommended about half 

the rate of Ottawa’s increased spending prior to the recession. On a positive note 

he also indicated that the government overestimated the size of this year's deficit 

 
456 ibid, Canada, Department of Finance Canada, October 2010 (See 3. Fiscal Outlook) 
 
457 Making Sense out of Dollars 2008-2009 pg. 11 & 15/82 
 
458 CBC News, The Canadian Press , Deficit likely to last beyond 2015: Page, 3 November  2010 

Source: http://www.cbc.ca/politics/story/2010/11/03/page-deficit-target.html 

Accessed: 3 November 2010 
 

http://www.cbc.ca/politics/story/2010/11/03/page-deficit-target.html
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by about $5 billion that tended to ameliorate the long-term forecasts.459  And 

when the Conservative government lost the general election of 2015, it allegedly 

left the Liberals with a $1.9B surplus, right on the mark with their forecasts.460 

An Action Plan – or Holding the line on Canadian Defence Spending 

The watchdog’s warning was significant but it’s not above criticism. Implied in his 

analysis was the requirement for lower spending and growth rate. Who was to 

say the watch dog or the government for that matter, was right or wrong? 

Assumptions and projections are deadly. We cannot truly accurately forecast 

what Canada’s growth will be. True results may be more or less than expected. 

We may be pleasantly surprised on the one hand, or ruefully disappointed on the 

other. But the watchdog’s suggestion for a more reasonable ambition is quite 

correct. Plans based on a 2% growth model are speciously susceptible to inflation 

and political will. 461 

But the value of the watchdog’s “reasonable ambition” strategy, was in its 

application before things got off the rails, in the event that the Canadian  

economy did not achieve a 2% per annum annual growth. It was better to 

decelerate rather than decapitate government programs by continued spending. 

Spending that was perhaps, unwarranted and that borrowed against future 

generations! However, sustaining the present, need not be conducted at the halt 

either. It may be a matter of managing between the lines by:462 

 
459 Ibid Gerry Madigan, Canadian Military Journal, Summer, Vol. 10, No. 3 , pg. 29-32 

 
460 Canada, Department of Finance, Archived - Annual Financial Report 2014-2015, Date modified: 2015-09-14 

Source:read:https://www.fin.gc.ca/afr-rfa/2015/report-rapport-eng.asp  

Accessed: 4 Aug 2015  

 
461 An amalgam of points: 

a. Two percent NATO Minimum; 
i. Ibid Gerry Madigan, Canadian Military Journal, Summer, Vol. 10, No. 3 , pg. 29-

32 
ii. Ibid James Kirkup, , The Telegraph UK, 07 Oct 2010 

b. and Other Economic Data from PBO:  
i. Ibid CBC News Deficit likely to last beyond 2015: Page, 3 November 2010 

 
462 Decade of Darkness: 
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1. ascribing the maximum debt to GDP ratio that Canada is willing to bear – 
perhaps the trip wire for drastic action, a net debt-to-GDP ratio of  48.3% 
set in 1995 

2. in the meantime, hold the trip wire to a reasonable threshold, say the 
projected debt to GDP ratio no more than 30.8%, if possible 

3. monitoring economic growth for the 2% per annum annual growth; while 
allowing the debt to GDP ratio to grow equivalently at 2%, if necessary, and 
sustaining the defence funding envelope at a constant level 

4. if annual growth falters, apply the reasonable growth strategy within the 
lines of the Parliamentary watch dog’s recommendations, and  

5. then manage Canada’s defence spending in between these lines. 
 

Concluding Remarks 

There has never been a full or complete analysis on the success or failure of the 

Canadian policy of “change” of the 1990s. But it was certainly a painful one, if not 

a chaotic experience for many. It certainly was marked the most disruptive 

experience for the Canadian Forces known as “the Decade of Darkness”.463  Many 

Canadian taxpayers also suffered, and lost gainful employment, while they were 

concurrently saddled with the downloaded costs of public sector services, at a 
 

a.  General Rick Hillier, A Soldier First – Bullets, Bureaucrats and the Politics of War, 
Harper Collins Publishers Ltd, 2009, pg. 130, and 

b. Mike Blanchfield, Top general calls Liberal rule 'decade of darkness', The Ottawa 
Citizen, 17 February 2007 
Source: http://www.canada.com/ottawacitizen/news/story.html?id=d569d0fb-d9cf-

4119-84cb-39dd89571625 

Accessed 29 February 2008 

 
463 Decade of Darkness: 

c.  General Rick Hillier, A Soldier First – Bullets, Bureaucrats and the Politics of War, 
Harper Collins Publishers Ltd, 2009, pg. 130, and 

d. Mike Blanchfield, Top general calls Liberal rule 'decade of darkness', The Ottawa 
Citizen, 17 February 2007 
Source: http://www.canada.com/ottawacitizen/news/story.html?id=d569d0fb-d9cf-

4119-84cb-39dd89571625 

Accessed 29 February 2008 
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http://www.canada.com/ottawacitizen/news/story.html?id=d569d0fb-d9cf-4119-84cb-39dd89571625
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time when many were trying to keep their heads above water. Growth of 

personal income was non-existent.464   

Bold action is now needed by governments of all stripes to ensure both their fiscal 

and economic security. Should they avoid layoffs, reductions, or economies and 

efficiencies at all costs? No, certainly not! But they should certainly consider the 

scale of their actions, lest these have the undesired impact of killing, rather than 

growing their economy. It may be a matter of approach rather than a call for 

drastic action.  

Let’s be realistic, Canadians do not wish to go through time and again, what has 

already been tried, and tested in less than one generation. It simply does not 

make sense!  The UK’s game plan was essentially Canada’s playbook of the 1990s!  

But why does history seem to repeat itself?  

Change is tied to budgetary  of the day. Senior leaders need to be constantly on 

top of their game in managing change, both in good and hard times. Management 

along a spectrum of "conflict" demands flexibility. Management along the 

spectrum of economic change, also demands that flexibility! That seems to be 

lacking. Flexibility is likely a key variable to accommodating change, within the 

boom and bust cycle, that seems to perplex defence budgeting over the long 

term! 

Whatever looming global economic or security problem may be on the horizon, 

Canada must have its own action plans, to remediate the unforeseen, and that 

leads to economic stability, that Canadians long for while securing its vital 

interests. Let’s hope whatever they are, governments are not simply pulling the 

rabbit out of the hat or reacting on the spur of the moment in the moment of 

crisis or need. Planning and flexible defence organization are key. There must be 

 
464 Michael Den Tandt, The faltering ‘middle class’ is a real issue, regardless of who wins the 

next election, National Post, 11 October 2013 

Source: http://fullcomment.nationalpost.com/2013/10/11/micheal-den-tandt-the-faltering-middle-

class-is-a-real-issue-regardless-of-who-wins-the-next-election/ 

Accessed: 11 October 2013 
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forethought in those plans that are for the best of all Canadians. Maybe it is time 

to learn from our history, start looking ahead; and , being proactive rather than 

reactive to the wall of seemingly endless problems of the day. Failure to do so, 

may leave what’s left of Canada’s meagre military might, a simple hollow shell.465    

  

 
465 Hollow Force Citations: 

a.  Murray Brewster,  Army parks big and little trucks in order to keep tanks on the road, Ottawa 
Citizen (The Canadian Press),  17 December  2013,  

 

Source: http://www.ottawacitizen.com/story_print.html?id=9297310 

Accessed: 18 December 2013 

 

b. Con Coughlin, Defence cuts: It’s no use having guns with no one to fire them , The Telegraph, 
19 Dec 2013 

 

Source: http://www.telegraph.co.uk/news/uknews/defence/10528206/Defence-cuts-Its-no-

use-having-guns-with-no-one-to-fire-them.html 

Accessed: 21 December 2013 

 

 
c. Jonathan Paige , British military is becoming a ‘hollow force,’ says Chief of the Defence Staff, 

The Independent, 18 December 2013  
 

Source: http://www.independent.co.uk/news/uk/politics/british-military-is-becoming-a-hollow-

force-says-chief-of-the-defence-staff-9014086.html 

Accessed: 19 December 2013 

 

d. Evan Solomon and Kristen Everson, Retired generals take aim at Ottawa's handling of defence 
cuts - Deep cuts planned for training and maintenance, CBC News, 18 December 2013 
Source: http://www.cbc.ca/news/politics/retired-generals-take-aim-at-ottawa-s-handling-of-

defence-cuts-1.2469381 

Accessed: 19 December 2013 
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Epilogue 

 

I opened this book with “Keep your feet off the floor!”. Like many innocent 

recruits in the late 1970s, I naively assumed that Canada employed the best 

available and up-to-date equipment when I first joined the Canadian Forces in 

September 1979. My training experience was an eye opener. Yes, there were 

indeed holes in the floorboard of the deuce and a half that I drove in during 

training. That was no exaggeration!  Those holes came to symbolize to me, as well 

as my peers, that we would always have to make do. 

As we progressed through the ranks and experience, we came to fully realize that 

Canada did not have unlimited resources. We made do, either through developing 

or sustaining capabilities that delivered a punch for a wide range of security and 

sovereignty services on behalf of Canadians over the years.  

The "can do” approach may have served us well and the country in the short-

term, but it was a disservice to Canada, for Canadians thought us as “MacGyver” 

and the world’s boy scouts. We always seemed to work miracles with what little 

investment there was. However sometime these miracles were bought and paid 

for by the sacrifice of lives. That was not a fair price to pay for our government’s 

“Can-do /Make do” attitude.  

Canada’s intransigence to properly invest in defence spending, levelled to the 

missions and tasks at hand, actually cost lives at times. You cannot easily replace a 

son or daughter, father or mother, husband and friend who was lost in the service 

of this country. Their sacrifice truly marks where Canada’s treasure lies. 

Canadians need a long-term strategic view of defence, to use its treasure wisely. 

Canada cannot continually operate with a short-term and reactive view, if we 

want to be taken seriously.  

Has the world really changed? Not really, there has been more conflict and 

violence since the end of the Cold war and Canada’s best have often been called 

upon to deal with it. There will always be a requirement for defence investment. 
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Canadians have no idea what that investment is or buys for Canada. Most look at 

the dollar signs of the asset as the true measure. The problem is that the asset 

view tends to de-humanize the true investment.  

Capital is the foundation of building a capability into which the human being is 

inserted. The problem with a “capital” view is, that Canadians associate the 

machine more closely than the “man”. The man behind the machine is viewed as 

unfeeling, as a commodity, a mere consumable, or a mere automaton. 

This is far from the truth. Yes soldiers, sailors, airmen and women take great pride 

in their uniforms and the tools that distinguish them from their civilian 

neighbours and friends. But they also hope what is given them is the very best, so 

they can do the job, on tasks that are often distasteful, to most Canadians. They 

too have feelings, families and friends. They are a vital part of many communities 

and participate actively in many organizations; by donating their valuable time 

and skills.  

They are us, representing the diaspora of Canadian society, representatives of 

Canada. They are our true ambassadors, the ones who sometimes are tasked to 

serve in very hostile quarters. They bring a Canadian face to our foreign policy.  

The men and women of the Canadian Armed Forces do the unpalatable things 

that are necessary, and on behalf of Canada. More importantly, they are willing to 

make the ultimate sacrifice in the offing.  

We must remember this each, and every time a Canadian Force member lays 

down his or her life in the course of their duty, whether that is in training, 

peacekeeping or at war. That loss must be solemnized, not sensationalized, or 

marginalized to expiate in the easement of our ‘moral’ conscience. The Canadian 

serviceman or women’s duty is in a life of service for us, for our freedom.  They 

act for us. We should never forget that. 

The moniker, “Keep your feet off the floor, son” should have been an 

embarrassment to the Canadian public back in 1980s had they known or, if they 

even knew of or cared for the true state of resources. But Canada continues to 

fight the same battle today, which is “what is the proper level of Canada’s 

defence budget?”  
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We simply cannot keep going over the same ground at every defence review. It 

becomes cyclical, cynical, and debilitating – a boom and bust cycle! The problem 

with this cycle is that Canada’s urgent defence policy needs occur at the bottom 

end of the bust cycle. 

Canada’s young men and women in the field today are doing Canada’s bidding; 

your bidding as a Canadian taxpayer. Canada has an obligation to sustain them 

with proper equipment, training, and moral support. Hopefully this book will 

address and open our collective eyes to the importance of these issues and 

promotes a meaningful and reasoned discussion. It is time for Canada to grow up 

and realize that there is more than the bottom line at stake; for our nationhood, 

sovereignty, and lives are at stake too! 

 

Gerry Madigan, Major (Retired), CD, MSc, MA 

8 October 2019 
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Appendix A to Chapter 1 

Methodology for Calculating Canadian defence Spending Deferral 1994-1998 

 

You can determine the numbers by using this simple methodology. First set up 

a table with the actual data for the period. Select a base year. The base year 

used was 1994 in our case. Then apply each percent of GDP factor on the base 

year to achieve the out-year results. Use a step approach and re-create the 

same projection for the following year using the actual federal government 

defence spending and revenue data etc., for the base and current year 

projecting the out-years. Holding the 2% of GDP constant in separate column 

as a point of comparison for the expected defence budget based on actual 

revues fort that fiscal year. Repeat the process until the series under review is 

complete for all actual GDP shares by fiscal year. Eventually all rows will align 

with actual data. (See table).   

 

Table 1 – Defence Expenditure Projections – Various Factors 1993- 2001 

 

 

 

You can then determine the value of the defence spending deferral by 

subtracting the out years from the base year. (See Table). It is a measure of the 

governments spending policy that may be compared to the planning 

framework that existed in the 1980s that was based on 2% of GDP. In the one 

respective the actual budgets measured to the 2% paradigm suggest that the 

government deferred $7.7 billion between 1993 and 1999 (Table 1). But this 
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disregards the true impacts of lower defence budgets based on a lowering of 

the defence percent share of GDP.  

 

Shifting to lower GDP rates based on decreasing annual defence budgets had a 

dramatic impact. The federal government essentially deferred $16.5 billion by 

this policy (Table 2). In effect they were able to achieve their 15-year capital 

target reduction by the end of 1999. The situation for National Defence 

appeared bleak at best. Government targets were reached earlier but policy 

specified a 15-year timeframe. There was little hope for improvement in 

defence spending. The Department essentially had to withdraw, re-design, and 

redirect resources without the hope of any investment to do so. 

 

Table 2 Impacts of Defence Spending Deferral 1993-1998 

 

 

 

In past DND had the ability to adjust and fit in Capital procurement into the 

marginal increases inherent in the annual GDP adjustment based on a 2% 

model if the economy was growing. It could advance capital projects as 
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required when the opportunity presented itself. The move away from the 2% 

model and the diminishing percent share of GDP meant that this was no longer 

the case. The department was left as some would say “shuffling the deck 

chairs on the Titanic as the ship sunk.” 
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Appendix B to Chapter 3 

An Analysis of Competing Demands Within the Defence Services Program (DSP) 

 

ISSUE: 

 

The funds allocated to the DSP are woefully inadequate for the mandate of the 

Canadian Forces. 

 

BACKGROUND: 

 

Technology, globalization, and the rise of the digital economy are rapidly changing 

our world.466 Virtual government, virtual borders, virtual reality are technically 

possible today. Conceptually these achievements are a paradigm shift that have 

resulted in "the death of distance", the features of an industrial age society that 

have in past formed barriers to commercial activities, economic welfare, and 

personal advancement. We now can pursue activities beyond our own borders 

and conduct our affairs globally.467 These events in addition to the public demand 

for change hold considerable challenges for the Canadian Forces and the 

Department of National Defence of the future468. It is very apparent that the drive 

for change has both internal and external origins.  

 

DND- PRESSURES FOR CHANGE: 

 
End Notes 

 
466  Treasury Board of Canada Secretariat. Strategic Directions for Information management and Information 

Technology: Enabling 21st Century Service to Canadians. 1999, Cat.# BT53-10/1999. Part 1 - The Changing 

Landscape Article 1.1 
467  ibid. Treasury Board of Canada Secretariat. A concept advanced by author Frances Cairncross. 
468 National Defence. Dimoff, T. 1998. The Future of the Canadian Armed Forces: Opinions from the Defence 

Community. Copyrighted Minister of Public Works and Government Services Canada. 

http://131.134.98.172/dgpa/ReportOnSomaliaInquiry/Conclusion%English/…/Dimoff_e.ht 

 

http://131.134.98.172/dgpa/ReportOnSomaliaInquiry/Conclusion%25English/…/Dimoff_e.ht
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For DND, the pressures of change have been principally derived from declining 

defence budget and force reductions since 1994. The Defence budget has been 

reduced by $2.7 billion or 23 per cent. The Regular Force has fallen from 75,000 to 

60,000, a drop of 20 per cent. Its civilian workforce has likewise been reduced 

from 32,500 to 20,000. 469 These events have had an impact that have stimulated 

change resulting in the rationalization of the Defence Services Program through 

downsizing, out-sourcing, privatization, and alternate services delivery. 

Substantial savings where to be realized from these efforts but the results has 

been somewhat mixed470. The savings have never been realized in the quantities 

desired. DND/CF has been left with a continuing cash flow problem resulting in 

ongoing cash crunches. The cash crunches have been exacerbated by additional 

demands and pressures stemming from the pursuit of concurrent revolutions in 

military and business affairs.  Change is also being driven by implementation of 

government of Canada IM/IT strategies471.  These have considerable impacts for 

the redirection of DND's capital program. 

 

A redirection to capital was acknowledged with the promulgation of DND's 

Strategy 2020 as a focus. DND intended to earmark 23 per cent of its defence 

 
469 Speaking Notes for General Maurice Baril, Chief of the Defence Staff. Toronto Board of Trade. 

Toronto, Ontario. October 25, 1999 

 

http://vcds.dwan.dnd.ca/cds/speeches/cds_sp_e.asp 

 
470 The ASD review of the military pays services is an example of the issues and benchmark results of comparing 

other pay services. A detailed analysis was presented in a number of service papers prepared by Maj. GD Madigan , 

2 Nov 98 for DAPPP 5 titled: " BENCHMARKING THE LESSONS LEARNED FROM US DOD FINANCE 

INITIATIVES": and 

 

Prepared by Maj. GD Madigan, 30 Dec 98 for, DAPPP and DAPPP 5 titled "THE CANADIAN FORCES MILITARY 

PAY SYSTEM - PAST, PRESENT, AND FUTURE." 

 
471 Ibid. Maj. GD Madigan, 30 Dec 98. "THE CANADIAN FORCES MILITARY PAY SYSTEM - PAST, PRESENT, 

AND FUTURE." and, 

 

Treasury Board of Canada Secretariat. Strategic Directions for Information management and Information 

Technology: Enabling 21st Century Service to Canadians 

 

  

http://vcds.dwan.dnd.ca/cds/speeches/cds_sp_e.asp
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program toward the modernization of equipment. Strategy 2020 therefore 

focused DND's attention forward. In effect, it provided National Defence with a 

means of tracking two agendas at once; one that is focussed on current activities 

and the other that is focussed on change472.  

 

For the foreseeable future, it was assumed that change investment was derived 

within the levels of the current DSP. The Government of Canada had not 

announced any intention to substantively increasing the defence budget. 

Therefore, DND could only anticipate fixed funding levels for the foreseeable 

future. This begged the question "where in the current defence budget does DND 

intend to derive the monies to fund a 23% capital investment strategy?" 

 

The answer to the question may have been addressed in part through a CDS 

sponsored "Issues Seminar".473  The aim of that "Issues" seminar was to develop 

an affordable force structure for the CF to 2012. The desired force structure was 

based on the requirements and capabilities set out in the 1994 Defence White 

Paper and Strategy 2020. The budget line for this exercise was essentially fixed 

except for minor increments for inflation. The model presented to the seminar 

participants anticipated a capital budget decline from FY 2000/01 to FY20011/12 

(from 15% to 12.1% of DSP). The "Issues" seminar used a syndicate exercise to 

attempt to ameliorate the impacts of this decline. Their results were unknown; 

however, this simple analysis may provide some insight. 

 

ANALYSIS: 

 
472 Speaking Notes for General Maurice Baril, Chief of the Defence Staff. Toronto Board of Trade. Toronto, 

Ontario. October 25, 1999. 

 
473 National Defence. 1999. CHIEF OF DEFENCE STAFF.1999 ISSUES SEMINAR.FORCE 

STRUCTURE EXERCISE. 

 

http://vcds.dwan.dnd.ca/vcds/dgsp/cosstrat/cdsissues/2000/StrForce_e.asp#ex 

 

http://vcds.dwan.dnd.ca/vcds/dgsp/cosstrat/cdsissues/2000/StrForce_e.asp#ex
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The simple model attempted to identify the resources required to support a Force 

Structure within a Strategy 2020 investment target of 23% of the DSP. This capital 

budget target was further specified that a larger portion of 23% (18/23%) of the 

desired target must be devoted to Military Capital Equipment.474 Presumably the 

difference was to be available for ongoing non-operational capital replacement 

and change.  

 

The results of the exercise were telling. An analysis of the extracted “Annex B 

(Table 1)” to the CDS Issues Seminar suggested that the defence budget has 

indeed been capped. The model suggests that the budget will only be augmented 

for annual increase for inflation from a start date of FY1999/00 through to 

FY20011/12. The beginning budget line was $10.5B. The incremental increases 

over the planning cycle yielded an ending DSP of $12.2B in FY2011/12. Supply and 

demand of funds was held constant for the purposes of the syndicate review. 

Consequently, the only economic factors of production available for offsets were 

that of labour vs. capital (Table 1). 

 

The force structure planned to 2010 was held constant after the planned 

reductions to FY 2004/05 had been achieved. The level of 43831 operational 

personnel appeared to be prescribed. It was assumed that the PY figures for 

NDHQ and other HQ staff were imbedded elsewhere in the model under other 

L1's for which no PY data was provided. This was indicative that the required 

offsets were to be absorbed within the financial structure of various headquarters 

sparing the core components of land, sea, and air from further consideration.  

 

The percentage of DSP available for capital investment was observed to be 

constant at greater than 14% from FY1999/00 to FY 2005/06 but then 

commenced a decline to end slightly above 12% in the final year of the model's 

planning cycle. It was concluded that the desired target investment level of 23% 

 
474 ibid. National Defence. 1999. CHIEF OF DEFENCE STAFF.1999 ISSUES SEMINAR.FORCE 
STRUCTURE EXERCISE. Annex B. 
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of DSP for capital would never be achieved within the realm of the existing 

capped defence budget. Therefore, a capital funding gap existed that ranges from 

8% to 11% over the planning cycle. The impacts of this gap were likely felt more in 

the out-years rather than the in-years of the planning cycle. The out-years marked 

the rust out point for several major combat systems such as the CF-18. This meant 

that the pace of investment was outstripped by the competing demands for 

O&M. Monies will be required for increasing maintenance costs to sustain 

operational capability of ageing combat systems. This in turn applied increasing 

downward pressure on the defence budget. DND was forced to wiggle every 

possible savings from the existing capped allocation. 

 

Conclusions: 

 

The "Issues" scenario implied that there was continued short-term pressure to 

reduce local operating budgets that supported the investment strategy stated by 

the CDS. 475 This was the continuing driver for outsourcing non-core 

departmentally activities that were not operationally focussed. However, this 

strategy ignored the law of diminishing returns. If pursued to an extreme, this law 

tends to shift the cost equation to a point where marginal costs exceed the 

marginal revenues of the ongoing efforts. 

 

This strategy also forced necessary decisions on trade off. Regrettably the model 

presents only two factors of production available for trade off, labour and capital. 

If the capital investment strategy was held to 23%, then DND had no choice but to 

reduce its labour bill to pay capital where a ceiling was fixed. Further this model 

ignores the demand of on-going O&M requirements. A trade-off between capital 

and the other factors of production such as the operations and maintenance 

budget (O&M) was realistically not in the offing. O&M will be increasingly tied to 

rejuvenating moribund combat systems. 

 
475 Speaking Notes for General Maurice Baril, Chief of the Defence Staff. Toronto Board of Trade. Toronto, 

Ontario. October 25, 1999 
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Regardless of a capital line targeted at 23% of DSP, a diminishment of capital 

budget was observed over the course of the planning cycle. The target of 23% was 

never achieved. Without a reduction of capability or change of factors of 

production; money and resources had to be dedicated toward supporting ageing 

combat systems. Competition for scarce resources was culturally embedded, not 

only amongst the environments, but also between the environments and higher 

headquarters. This led to further organizational dislocation and poor morale that 

ultimately led to diminishment of combat capability. There was likely an 

inclination to protecting the rice bowl rather relying on the synergies of the 

group.  

 

The "Issues" scenario suggested a funding shortfall in the defence budget of 

between $986M (8%) to $1,352M (11%). This shortfall must be made up from 

somewhere to bridge the gap between the difference of the current saving and to 

the desired capital target of 23% of DSP. Based on the premise that there are only 

two economic factors available for consideration, the department was limited to 

trading off labour for capital. Based on the average full cost of a Cpl, personnel 

reductions of approximately between 15K (8%) to 20K (11%) were anticipated; 

which was necessary if the capital acquisition target was to be achieved476. This 

meant a further reduction of force size over the long-term from the current level 

of 60K to between 40K to 45K.  

 

Finally, the presentation of PY data is suggestive. PY data was presented for the 

environments while none was presented for other L1's. It was previously assumed 

that the data was embedded in the model. What if it is not? This then provides an 

insight on the extreme state of the Department's financial circumstances. The 

preceding analysis can then proceed on the basis that all non-essential non-core 

 
476 The rank of Cpl was selected as it represents the largest labour pool within the CF. The analysis is a rough order 

of magnitude estimate. The data was obtained from the 19992000 Cost Factors Manual. The data was extrapolated 

on a full cost basis.  

 

http://admfincs.dwan.dnd.ca/subjects/fin_docs/cfm_99/cfm99_e.asp 

 

http://admfincs.dwan.dnd.ca/subjects/fin_docs/cfm_99/cfm99_e.asp
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activities have been devolved. The dollars that are listed then become the monies 

available to partner, outsource or deliver services alternatively. Even under this 

scenario, there has been no amelioration of the defence budget or of savings that 

would contribute to the bottom line or the 23% target. DND will be forced to seek 

additional PY reductions if this was to be an achievable target.  But the only pool 

available would be that found in the environments. Thus, the reductions 

identified in the preceding paragraph must be re-applied to the bottom-line end 

state identified in Table 1. This will bring the force level down to between 23.8K 

to 28.8K personnel. This in turn will lead to infrastructure rationalization, the 

closure of unnecessary and redundant facilities, and reduction of combat 

capability as the force structure will be inadequate to sustain ships, aircraft, and 

other combat systems. 

 

Conclusions: 

 

The preceding analysis does not bode well for DND or the Canadian Forces. 

Superficially our attention is drawn to the issue of reductions and rationalization. 

Reductions and rationalizations are seldom simple and may in of themselves incur 

some hidden costs that have not been recognised in this analysis. Yet this analysis 

gives a clear indication of the options that are available to the Department that 

must be considered in the event that there is no increase to the budget ceiling.  In 

the short term this includes further efforts to attain savings and in the long term 

some hard decisions on trade off of the economic factors of production within 

DND.  

 

The meat of the analysis is the consequences of continued fiscal pressure to the 

force structure. The analysis does establish a continuum of possibilities from its 

current 60K force level to a mid-range of 44K, and finally to an extreme of 24 - 

28K personnel. The Departmental analysis may draw DND to the conclusion that 

the elimination of capabilities may be required. The objectives of the 1994 

Defence White Paper may be untenable over the long term. Its premises may no 

longer be relevant or valid. If the Government and people of Canada wish to 



327 

 

continue the current approach to defence spending, then the 1994 White Paper 

on Defence must be reviewed. To pursue the course laid out by D2020 will 

eventually bankrupt the Department. Politically it signals Canada's withdrawal as 

a player and significant middle world power. 

 

Prepared by: Major (Retired) GD Madigan 

 

Originally Dated 17 November 99 

Revised 18 May 2018 
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Table 1 

 

 

 

 

 

Source: 

http://vcds.dwan.dnd.ca/vcds/dgsp/cosstrat/cdsissues/2000/annexB_e.asp 
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