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Standing Committee on Government Operations and Estimates

Monday, March 20, 2023

● (1530)

[English]
The Chair (Mr. Kelly McCauley (Edmonton West, CPC)):

Colleagues, we'll get started please. I call this meeting to order.

Welcome to meeting number 56 of the House of Commons
Standing Committee on Government Operations and Estimates—as
I like to call it, the mighty OGGO: the only committee that matters.

Pursuant to the motion adopted by the committee on Wednesday,
January 18, 2023, the committee is meeting on the study of the fed‐
eral government consulting contracts awarded to McKinsey &
Company.

We have with us Minister Anand.

I understand that you have an opening five-minute statement.
Welcome back, Minister.

Just before you start, I will say for colleagues that we are very
short on time. I am going to be very rude in cutting people off ex‐
actly at their allotted time today so that we can get to our business
and also to the PBO.

Minister, I'm sorry. Please go ahead.
[Translation]

Hon. Anita Anand (Minister of National Defence): Thank you
very much, Mr. Chair.

Good afternoon, everyone.
[English]

The Department of National Defence is tasked with protecting
Canadians, safeguarding our values and securing our interests at
home and abroad. One of the ways we do this is by procuring the
modern equipment and services our Canadian Armed Forces need
to meet the threats of an increasingly dangerous world. This is, it
goes without saying, a vitally important task.

I take my role as a steward of public funds very seriously. In par‐
ticular, as minister, I understand that each dollar counts, especially
when it comes to protecting Canadians and equipping our soldiers,
sailors, aviators and special forces.
[Translation]

National Defence adheres to the policies laid out by the Treasury
Board Secretariat, which require departments to have stringent pro‐
cedures and financial controls in place to ensure the effective use
and sound stewardship of public funds.

[English]

National Defence works closely with other federal departments,
including PSPC, as well as with the defence industry. We look to
assuring that we have in place best practices of our partners and al‐
lies, as well as a wide range of competencies within the defence
team. Like many other departments, in specific cases we may seek
third party expertise externally.

[Translation]

Third party experts may be important in three circumstances:
when we need to acquire specialized expertise or experience that
does not exist within the department; when we need to focus on
achieving a particular outcome quickly, without interrupting the im‐
portant work our internal teams are already doing; and when we
need to fill a specific role.

As with all our financial practices, National Defence takes great
care to be open and transparent, in adherence with Treasury Board
policies.

[English]

Since 2011 and in the following 12 years thereafter, National De‐
fence has awarded 15 contracts to McKinsey for a total value of ap‐
proximately $29.6 million. Just one of those contracts is still active.

Twelve of them have been call-ups against the national master
standing offer, for which PSPC is the contracting authority. McKin‐
sey was selected because they offered proprietary benchmarking
and other tools that best met the department's needs. The contracts
were for corporate services intended to complement National De‐
fence's in-house expertise.

Let me give you an example.

As the Canadian Armed Forces undertakes massive systemic or‐
ganizational change, the chief of professional conduct and culture
used the firm's services to engage with more than 9,000 defence
team members about their lived experiences to inform our efforts
on institutional culture change. That included more than 280 en‐
gagement sessions across the country, from small group discussions
to town halls. In fact, Lieutenant-General Carignan is here with me
today as chief, professional conduct and culture, and can provide
more detailed information.
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● (1535)

[Translation]

Using an external firm was important to undertaking such a large
effort in a short period of time, as well as to analyzing and report‐
ing the findings of these critical conversations. When institutional
change of this sort is needed, outside experts can play an important
role.
[English]

To wrap up, as Minister Fortier explained before this committee,
departments must maintain the integrity of process, define intended
outcomes, get best value at a fair price and ensure the deliverable
meets the quality expected. I have expectations for my department
to maintain this integrity and to always seek to improve processes.

As elected officials and public servants, it is incumbent on all of
us to ensure that we are using public funds responsibly and trans‐
parently. This is a priority for National Defence and for me person‐
ally.

I am now happy to take your questions.
The Chair: Thank you, Minister.

We'll start with six minutes for Ms. Kusie, please.
Mrs. Stephanie Kusie (Calgary Midnapore, CPC): Thank

you, Chair.

Thank you, Minister, for being here today.

Thank you, also, to your colleagues for being here today. Thank
you very much for your service. On behalf of all Canadians, we are
truly grateful.

Minister, you said in your opening statement that your depart‐
ment is here to protect Canadians and that your department is here
in an increasingly dangerous world where, in fact, Xi and Putin are
meeting as we speak.

You said, Minister, that your department is responsible for safe‐
guarding the values of Canadians. They are values that include
democracy, human rights and the rule of law. Why then, Minister,
would you choose to work with a company that has a history of
working with Rostec, a Russian state-owned enterprise that helps
manufacture the missiles that are currently being used in Ukraine
today? Why, Minister?

Hon. Anita Anand: First and foremost, thank you for the ques‐
tion.

You are exactly right. This is an increasingly dangerous world,
where we see global threats in various theatres, including Ukraine
and the Indo-Pacific.

In terms of your question, relating to the work of a third party ex‐
pert, I want to first and foremost say that we take these concerns
very seriously. I value the work of OGGO. I know the work that
you do quite intimately, having been at this committee numerous
times in my previous portfolio.

It is for that reason that the Prime Minister asked the minister of
PSPC and the Treasury Board minister to review the matter and to
take a close look at the circumstances and numbers.

I will say that the government will continue to maintain the high‐
est standards of openness, transparency and fiscal responsibility.
Looking to see how we can do better is extremely important. In
terms of the actual contracts at issue, they related to operational as‐
pects of the organization. They did not put in jeopardy in any way,
shape or form the security, the privacy or the individuals' own ne‐
cessity for maintaining the confidentiality that is required.

Mrs. Stephanie Kusie: Thank you, Minister.

Why would you and your department choose to work with a
company that did work with VEB, a Russian state-owned company
that is known to be intertwined with Russian intelligence and that is
currently under U.S. sanctions? Why would your department
choose to work with a company that also consulted for the China
Communications Construction Company, which built and milita‐
rized islands in the South China Sea in violation of international
law?

If you take these duties so seriously, which you say you do, why
would you and your department choose to work with such a compa‐
ny, Minister?

● (1540)

Hon. Anita Anand: We have strong processes in place to ensure
that security is maintained. Security screening, for example, is con‐
ducted for organizations and individuals who have taken on the role
that is being discussed here. Steps are taken to protect government
assets, as another example, including IT systems. Necessary securi‐
ty requirements are specified in the terms and conditions of all con‐
tracts.

Having said that, I want to reiterate that I agree with you. Integri‐
ty is crucially important, including the integrity regime that is
maintained by Public Services and Procurement Canada. I do not
have, at the current time, the oversight over that integrity regime,
and I am here to discuss DND contracts. I have no reason to believe
that those contracts have been unethical. They have been executed
in large measure—all except one of them.

Mrs. Stephanie Kusie: How can you say that, Minister, when
your Department of National Defence chose to work with a compa‐
ny that ousted Saudi dissidents, including one who fled to Canada
and, as a result, his brother was imprisoned? How can you say that?

You spent millions on McKinsey to have them do work on, as
you say, improving “culture”. How is having a company that works
with Russia and that works with China—who are meeting today, by
the way—that has corporate retreats next to internment camps and
that ousts dissidents of dictatorship regimes producing recommen‐
dations positive for a culture that you're responsible for?

McKinsey was, in fact, the project lead for the Canadian joint
operations command. Why would we want a company that has
been working with our adversaries providing recommendations to
the Canadian joint operations command? It's the organization and
the leadership that has oversight for our entire armed forces, Minis‐
ter.

Why would you and your department make these choices?
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Hon. Anita Anand: The government agrees that we need to
strengthen our policies. That's why my colleagues have been man‐
dated, as I mentioned, to strengthen federal procurement policies
and integrate human rights, environmental concerns, corporate gov‐
ernance principles and supply chain transparency. This work is un‐
der way.

In the meantime, we welcome any of the results that emerge
from the important work of this committee.

What I can tell you, in the meantime, is that security measures
are in place—including through contractual mechanisms—to pro‐
tect the safety and security of our country and ensure that, going
forward, we have the necessary expertise.

Mrs. Stephanie Kusie: Minister, you spent $29.6 million on
leadership that could have been provided by the people sitting be‐
side you here today.

Thank you, Minister.

Thank you, Mr. Chair.
Hon. Anita Anand: I would actually disagree with that last

statement, Mr. Chair.
The Chair: Thank you, Mrs. Kusie.

Thank you, Minister.

Our time is up.

Mr. Kusmierczyk, you have six minutes.
Mr. Irek Kusmierczyk (Windsor—Tecumseh, Lib.): Thank

you, Mr. Chair.

Thank you, Minister and General, for being here with us today. It
is an honour to have you here at committee. I just want to thank
you so much, on behalf of everyone here, for your leadership and
service. I also thank all the men and women of our Canadian
Armed Forces for their service, dedication and sacrifice.

Furthermore, thank you so much for your leadership and support
of Ukraine in its time of need. As we speak, Canadian soldiers are
in Poland training Ukrainians on how to use Leopard tanks. That
makes me very proud, as a Polish Canadian. I just want to thank
you very much for everything you are doing to support Ukrainians
in their struggle.

Minister, Stephen Rosen, one of the leading thinkers on innova‐
tion and the modern military, summarized the problem well when
he said, “Almost everything we know in theory about large bureau‐
cracies suggests not only that they are hard to change, but that they
are designed not to change.”

I want to ask you this: In seeking support and insight from McK‐
insey, what value does a tool like McKinsey's organizational health
index, or OHI, provide to the Department of National Defence?

Hon. Anita Anand: Thank you so much for those comments. I
couldn't agree with you more that the EU work we are doing inter‐
nationally, including in Ukraine, is pivotal in terms of global securi‐
ty and the democracy that we hope will be restored there.

I would like to take a moment of my time to respond to the previ‐
ous comment made at the very end of the previous intervention.

That comment was about why we would need a firm with third par‐
ty expertise. Why do we need that? The insinuation was that it isn't
necessary because the expertise rests in-house with the people right
beside me.

That is simply untrue. It is not the case that the expertise for the
items contracted for rested, in large measure, in-house. I want to
give a few examples, if I could.

To begin, as you may all be well aware, the Canadian Armed
Forces is undertaking massive systemic change, as you mentioned
in your introduction, in order to ensure that it is an institution where
all members who put on a uniform can do so in a protected and re‐
spected manner. When they are serving our country, they are not
subject to discrimination, harassment, sexual harassment or sexual
misconduct.

The Canadian Armed Forces has been criticised for decades be‐
cause it has been too insular, and it has been unable to change. Why
would we then choose to go inside to seek the expertise in terms of
how to change a culture that has wrought discrimination, sexual
misconduct and sexual harassment on its own members?

I believe, and it is truly the case, that the expertise that was
sought from the outside third party was important. It was important
to have that outside voice, that external expertise, in things like en‐
suring a complaints system that operates for victims and survivors
and ensuring that the recommendations from other external judicial
experts—over 500 of them—were able to be implemented in this
extremely complex institution. Then, in the case of the Royal Cana‐
dian Navy, it was important to have the organizational expertise to
be able to place individuals in the most efficient manner possible,
through a digitized system, where that expertise to provide it did
not exist in-house.

Mr. Chair, calling on the third party was extremely important to
complement the skills that existed in the defence team. It is not the
case that those skills rested in-house.

At this point, I will ask Lieutenant-General Carignan if she
would like to add anything to that particular intervention I made.

● (1545)

Lieutenant-General Jennie Carignan (Chief, Professional
Conduct and Culture, Canadian Armed Forces, Department of
National Defence): Thank you, Minister.

Thank you, Mr. Chair.

I just want to highlight that, as the CPCC was stood up at the end
of April 2021, basically the team consisted of 11 people, and there
was an urgency to act. I would qualify the work that we needed to
do as open heart surgery on a running patient. There was no ques‐
tion that the patient needed to keep running, because we just can't
put defence on pause while we are embarking on unprecedented
change in terms of the organizational culture within defence.

This is the state we were in as of June 2021. As the minister
mentioned, we needed to seek external help to figure this out.

The Chair: That would be our time.
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Thank you, sir.

Mr. Irek Kusmierczyk: Thank you, Mr. Chair.

The Chair: Mrs. Vignola, you have six minutes, please.
[Translation]

Mrs. Julie Vignola (Beauport—Limoilou, BQ): Thank you,
Mr. Chair.

Thank you, ladies and gentlemen, for being here with us today.
I'd also like to thank you for your service and your dedication.
Members of my family have served in the Canadian Forces and I
know just how difficult it has been for them and their families.

Having been awarded contracts with Canada, McKinsey is close‐
ly involved in many of the Canadian government's most important
decisions. That's also the case in other countries. When you were
with Public Services and Procurement Canada, and in your time
with National Defence, did you always feel that you had control
over decisions, or did you feel pressure to adopt consultants' recom‐
mendations indiscriminately?
● (1550)

Hon. Anita Anand: There's no pressure at all. I have the respon‐
sibility, oversight and capacity to make the required decisions in
my current department. That was also the case when I was the Min‐
ister of Public Services and Procurement. It's my role and my re‐
sponsibility and I have to continue to fulfill them.

Mrs. Julie Vignola: When McKinsey was awarded contracts
from your department, how did you go about working with them?
Did you deal directly with the consultants?

Hon. Anita Anand: I understand the question, to be sure, but I
wasn't the minister when the contracts were confirmed.

I'll turn this over to my deputy minister, Mr. Matthews.
Mr. Bill Matthews (Deputy Minister, Department of National

Defence): Thank you for the question.

At Public Services and Procurement Canada, and at National De‐
fence, I was never in contact with the McKinsey firm. To my
knowledge, that was also the case for the deputy minister who pre‐
ceded me. He never communicated with them.

Mrs. Julie Vignola: With whom did McKinsey mainly commu‐
nicate when it was working under contract for a department?

Hon. Anita Anand: I'm going to ask General Carignan to an‐
swer this one, because she and her team were involved.

LGen Jennie Carignan: When the McKinsey consultants
worked with us, it was strictly with the subject matter experts. In
our case, they were specialists in diversity and inclusion, culture,
and related matters such as handling complaints digitally. We were
dealing directly with subject matter experts and continually inter‐
acting with them to ensure that they were doing what they were
supposed to be doing for us.

Mrs. Julie Vignola: Thank you. I will now move on to a matter
that you raised briefly a short while ago. McKinsey was hired to
conduct an internal culture review of the Canadian Armed Forces
and the Department of National Defence further to allegations and
problems.

But a report had already been prepared on this matter in 2015, by
Ms. Deschamps. Not only that, but a second report, the one pre‐
pared by Ms. Arbour, was already in progress at the same time as
the McKinsey study. I'd like to know why it was decided to proceed
with an internal culture review when a rather exhaustive report had
already been prepared. Why weren't the recommendations of these
two reports acted upon? Didn't this amount to a duplication of ex‐
penditures, given that the two studies were on the same subject?

Hon. Anita Anand: I understand your question. I was appointed
Minister of National Defence at the end of 2021. The decision to
hire three experts had already been made. My role was to imple‐
ment these recommendations, and in December 2021, I presented a
road map to this effect in the House of Commons.

That's why we confirmed the contracts with a third party. We
have to continue to implement these recommendations. The deci‐
sions were made and we have to continue to work towards achiev‐
ing this objective, completing this mandate and effecting these
changes in culture.
● (1555)

[English]
The Chair: That's your time.

Mr. Johns, you have six minutes, please.
Mr. Gord Johns (Courtenay—Alberni, NDP): Thank you,

Minister, for being here and for taking on this role in such a diffi‐
cult time.

General Eyre, and all men and women in the military, thank you
for your sacrifices. This is an incredibly challenging time for the
military. Of course, I have to give a special shout-out to those at the
CFB at Nanoose Bay and 19 Wing Comox right across the way.
Thank you for the important work you're doing.

Shortly after General Eyre took over as the acting chief of the de‐
fence staff, the Department of National Defence announced the de‐
fence team conduct and culture consultation. The summary of the
report said, “The effort was supported by an external contract part‐
ner, including a team of experts in the fields of diversity, equity,
and inclusion, as well as in organizational transformation initia‐
tives.”

Was McKinsey the expert external contract partner?
LGen Jennie Carignan: Yes, that external expert was McKin‐

sey.

In fact, we had support from experts in terms of how to organize
consultations. There was also an area where members from diverse
groups or marginalized groups were coming in via McKinsey to
consult on our culture. The aim of these consultations was to ad‐
dress the question of what problem we were trying to solve.

I absolutely agree that the external reviews and recommendations
are key to the work that we are doing, but they are not going to the
source of the issue, which is understanding culture and understand‐
ing what informs our culture so that we can craft a strategy that will
address the various pillars that inform our culture. Leadership,
identity, service before self and teamwork are the four pillars we
have crafted our strategy on.
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Mr. Gord Johns: I appreciate that. Thank you for your service
as well.

Did McKinsey employees conduct any interviews with military
sexual trauma survivors directly? Did they have them relive their
stories in interviews on behalf of the armed forces?

LGen Jennie Carignan: They have. They consulted with a vari‐
ety of defence team members.

I have to add that the 280-plus listening sessions were conducted
personally by me and my team. McKinsey was there to enable, via
taking and consolidating notes and making sure this was profes‐
sionally consolidated into actionable items.

Mr. Gord Johns: The Ottawa Citizen recently reported on an
analysis provided for General Eyre on how to handle the sexual
misconduct scandal.

General Eyre, I think you claimed that the situation “has become
a battle over the narrative” and recommended the creation of av‐
enues for survivors to be heard internally to prevent more public
news stories.

Was the recommendation referring to the creation of the chief,
professional conduct and culture? Was it the creation of the conduct
and culture consultations, or was it both?

General Wayne D. Eyre (Chief of the Defence Staff, Canadi‐
an Armed Forces, Department of National Defence): Mr. Chair,
at that period of time, I was receiving much advice. That particular
article was one of many opinions that were offered over that time
frame. It is important to hear as many voices as possible. That's the
reason why CPCC embarked on this widespread consultation to
hear those voices.

Mr. Gord Johns: We've seen so far that it seems McKinsey is
more experienced in PR repair than in handling interpersonal and
organizational issues of such great importance and sensitivity.

Why was McKinsey selected as an equity and organizational cul‐
ture expert in this situation?

Hon. Anita Anand: Across the board, I want to first and fore‐
most allude to a Treasury Board policy that encourages independent
advice for large transformational projects. As I have indicated and,
I think, as is generally well known, changing the culture of any or‐
ganization is extremely difficult. The Canadian Armed Forces are
no exception.

We recognize the massive change that is before us. We also be‐
lieve that the moment is pivotal and that change must happen now
for moral and operational reasons. The complementary expert ad‐
vice we received from the third party enables us to embark on this
systemic change with greater rapidity and efficiency.
● (1600)

Mr. Gord Johns: I would have really hoped that this review
would be led by people with lived experience of sexual assault and
trauma, and people who have inside experiences of the depart‐
ment's organizational culture.

How have people with those experiences been consulted in this
process?

Hon. Anita Anand: I want to reiterate that these are targeted and
this is by far not the only third party being consulted.

We consulted hundreds of victims and survivors. General Carig‐
nan can speak to this. The work with this third party expert is just
one small part of the work we are doing overall to change the cul‐
ture in the Canadian Armed Forces. We are using every mechanism
we possibly can to ensure that this change happens.

The Chair: Thank you, Minister.

We'll continue with our five-minute rounds.

Go ahead, Mr. Genuis, please.

Mr. Garnett Genuis (Sherwood Park—Fort Saskatchewan,
CPC): Thank you, Mr. Chair.

Thank you, Minister.

I will build on MP Kusie's questions.

There's a basic problem with McKinsey. Part of their business
model—as we all know—is that they work for everybody. Some
consulting companies say that they only do work for one client
within a particular industry. The issue with McKinsey, and part of
their selling proposition, is this: Within a particular industry, they
are working for everybody and, perhaps, with the regulators, at the
same time. They are gaining operational knowledge about how
some companies operate, which informs how other companies op‐
erate.

That may be okay in certain cases, but it is a problem when we
have issues of conflict of interest and security. In fact, aspects of
operational culture and approaches in the Canadian military are not
something we want learned by a third party that is then consulting
with foreign militaries.

I want to ask you this, very specifically: Can you tell us which
other countries have retained McKinsey to do work for their de‐
fence departments?

Hon. Anita Anand: I am focused, in this appearance and in my
day job, on the Department of National Defence. I am here to com‐
ment on the contracts with this third party vis-à-vis the work of the
Department of National Defence.

Mr. Garnett Genuis: Minister, you can see how this would be
relevant. If McKinsey is working for your department and learning
things about the operations of the Canadian military, while, at the
same time, working for a foreign military with interests very much
contrary to our own.... You could see how, if you have the same an‐
alysts or people learning things from Canada and applying those
things while working with our adversaries, that would be a problem
relevant to our security.

I'll ask the question again. Are you aware of which other coun‐
tries have retained McKinsey to do work for their defence depart‐
ments?
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Hon. Anita Anand: The government expects all contractors to
lawfully conduct their activities. We have policies relating to con‐
flicts of interest. The vendor has to warrant that no real, apparent or
perceived conflict of—

Mr. Garnett Genuis: Minister, respectfully, I'm asking for a spe‐
cific answer to a specific question.

Do you have the names of those countries? Can you provide the
names of those countries?

Hon. Anita Anand: I am speaking to the security processes we
have in place.

Mr. Garnett Genuis: Is any other witness able to answer that
question?

Again, which other countries have retained McKinsey to do work
for their departments of defence? Does anybody on the panel know
the answer to that question?

I'm sorry, General Eyre. Could you answer on the mike? I see
that you're responding.

Gen Wayne D. Eyre: Mr. Chair, I shook my head to indicate no.
Mr. Garnett Genuis: Okay.
Gen Wayne D. Eyre: I will say that, when something—
Mr. Garnett Genuis: You don't have that information.
Gen Wayne D. Eyre: No, I don't, but when these companies

work with our allies, we can garner that sort of expertise to help us
out, ourselves.

Mr. Garnett Genuis: Exactly, but these companies don't just
work for our allies. That's the problem. We know from media re‐
ports that they're doing work with state-affiliated entities in Russia
and China. In the case of Russia, they've been doing work with en‐
tities under sanctions.

Actually, Minister, I'll put the question to you.

Are you aware of McKinsey doing work for sanctioned entities
in Russia or elsewhere, and do you have a problem with that?
● (1605)

Hon. Anita Anand: As I said, we have no reason to believe un‐
ethical conduct occurred in the execution of the contracts with the
Department of National Defence, and—

Mr. Garnett Genuis: Do you accept that the work they do for
other clients, and the information they learn from Canada and apply
elsewhere, matters for our security?

Hon. Anita Anand: Information is provided to these companies
on a need-to-know basis. It's limited. There are security screens in
place, as well as conflict of interest mechanisms, and we have—

Mr. Garnett Genuis: Do those screens ensure that the same ana‐
lysts who work for the Canadian defence department are not also
working for foreign departments of defence? Do you know that?
Can you tell us, for sure, that analysts who work for the Canadian
department of defence aren't also working for the department of de‐
fence in Beijing or Moscow?

Hon. Anita Anand: As I said, we take the processes and screen‐
ing for—

Mr. Garnett Genuis: That's a yes or no.

Hon. Anita Anand: —conflicts of interest very seriously. We
will always work to improve our processes.

Mr. Garnett Genuis: Do you have a mechanism to ensure those
individuals aren't working for Moscow or Beijing?

Mr. Bill Matthews: Mr. Chair, I'll try a different approach.

The nature of the work that McKinsey—

Mr. Garnett Genuis: It's just a yes or no. I'm not looking for a
different approach.

Actually, I am looking for a different approach. That would be an
answer.

Mr. Bill Matthews: I will give an answer if I can have 15 sec‐
onds.

Mr. Garnett Genuis: Is it yes or no, sir?

Mr. Bill Matthews: The nature of the work is not sensitive. It's
HR, benchmarking and data. We're not talking about sophisticated,
sensitive—

Mr. Garnett Genuis: I totally reject the idea that an organization
coming in and doing operational work, one that is resisting provid‐
ing unredacted documents to this committee, is somehow not sensi‐
tive. I don't know—

The Chair: Thank you, Mr. Genuis.

Mr. Jowhari, please go ahead.

Mr. Majid Jowhari (Richmond Hill, Lib.): I would like to wel‐
come the minister and officials.

Once again, thank you to the women and men of the Canadian
Armed Forces for doing amazing work keeping Canada and Cana‐
dians safe, and lending a hand in making sure the world is a safe
place.

I want to focus on where we think there might be an opportunity
for us to be able to demystify why McKinsey was here, and if
McKinsey somehow, through whatever means, had access to any
type of operational intelligence that is now going to be gathered
and used against Canada by partnering with some sort of anti-Cana‐
dians. To demystify that and put it into perspective, I'm going to ask
this of the minister, and probably Mr. Matthews, as I believe you're
in the best position to answer this question.

When I looked at all the documents McKinsey and DND sent in,
I personally categorized all the services around three main areas.
One was conducting a cultural assessment. Another one was im‐
proving modern digital and agile practices, and the third one was
around implementing an AI-driven fleet personnel management.
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I cross-referenced that with the $20 million that was spent by dif‐
ferent departments. I know CJOC spent $2.4 million, CPCC
spent $2.5 million, RCN spent about $5 million, and VCDS spent
about $10 million.

Can you explain how benchmarking can be done by a consulting
firm that only dedicates its services to one client, and how the data
from that one client can somehow serve as a base for best prac‐
tices? That boggles me. I've been in management consulting for 30
years, and I've never seen a management consulting firm do bench‐
marking when it only has one client. It basically limits the data.

Before I ask my next question, the floor is yours. Either the min‐
ister or Mr. Matthews, can you please explain?

Hon. Anita Anand: First of all, I want to build on the point that
the deputy minister was trying to make. All of the subject matters
of the contracts were in relation to corporate improvement, im‐
provements in the way in which the institutions function. This was
not a matter of state secrets being provided.

What types of activities were at the heart of these agreements?
They were benchmarking data, HR and culture, and digitization of
resources. In particular, I think this would be a useful moment to
ask Admiral Topshee if he could explain. This might elucidate the
point we're trying to make here: that this is in terms of improving
the functionality of an organization that has been criticized for not
functioning efficiently and for not functioning well.

The services that were contracted for were complementary in na‐
ture, where conflicts of interest screens were in place and where
measures were being taken at all times to ensure the confidentiality
of secret information.
● (1610)

Vice-Admiral Angus Topshee (Commander, Royal Canadian
Navy, Department of National Defence): Thank you, Mr. Chair
and Minister, for the question.

The navy's example is a good one to explain how we leveraged
McKinsey's experience in this case. In 2019, one of my predeces‐
sors issued a digital navy strategy, explaining how the navy would
embark with digital at the core of everything we do, because that
was essential to our operational effectiveness.

We released a strategy that set the broad guidance for what we
needed to do and how we wanted to do it, but operationalizing that
was not something in which, in the navy, we had a lot of expertise.
There were a total of four contracts with McKinsey. One was for
less than $25,000, so I won't touch on that one.

Effectively, the first contract was, how do we take this strategy
and translate that into tangible, meaningful things that we can prac‐
tically do that will deliver the best value for money? Once we set‐
tled on that, it was clear to us that, in HR management, a tool that
would digitize our process for assigning sailors to the places where
they were needed, maximizing their operational tempo, would help
a lot.

We embarked on the second contract to establish that process.
We realized the value of that—

The Chair: I'm sorry. I'm afraid that's our time. Perhaps you can
provide the rest of your thoughts in writing to the committee.

We have Ms. Vignola for two and a half minutes, please.

[Translation]

Mrs. Julie Vignola: Thank you, Mr. Chair.

Minister, my first question is about the French Senate's report on
McKinsey and another consulting firm. It referred to the same
problems we have here, which is to say that McKinsey uses the
foot-in-the-door technique or, as we call it, pro bono work, to inter‐
fere in the workings of government.

Do you find it appropriate or ethical for a company that is not a
registered lobbyist to be able to work within a department like Na‐
tional Defence?

Hon. Anita Anand: Thank you for the question.

That's not at all the case in our department under these contracts.
As I previously explained, the provider rendered the services need‐
ed to achieve our goals as soon as possible.

Mrs. Julie Vignola: Thank you.

Is it usual for a company that is not a registered lobbyist to have
access to the department and to various data, including those per‐
taining to its internal operations? I understand that the intent is to
improve the situation, but is it customary for the company not to be
registered?

[English]

Hon. Anita Anand: This is targeted and time-limited work that
is being done in the provision of services.

In terms of the register, I would expect all companies to comply
with their obligations under any statute. I would also expect all cor‐
porations to hold themselves to the highest ethical standards. That
is one of the purposes of our integrity regime operating out of
PSPC.

[Translation]

Mrs. Julie Vignola: So if the companies are not registered lob‐
byists, they ought to be. However, if they are not, couldn't they be
penalized in some way, or simply rapped on the knuckles, before
just being told to go and register?

[English]

Hon. Anita Anand: At the Department of National Defence,
which is where I am currently located, the obligation is to ensure
that we are receiving the services that were contracted for, using
high ethical standards. The integrity regime itself and the manage‐
ment of that regime occurs at Public Services and Procurement
Canada.

[Translation]

I believe you already discussed the situation with the minister,
Helena Jaczek,
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[English]
The Chair: Thank you, Minister.

We have Mr. Johns for two and a half minutes, please.
Mr. Gord Johns: Minister, DND entered into a contract with

McKinsey related to the digital transformation of the Canadian
joint operations command. That contract is to advise and assist in
the development of a transformational staffing plan.

McKinsey was contracted to analyze each category of the CJOC
personnel, including public servants and contracted employees, to
develop recommendations to evolve the workforce. Roles and re‐
sponsibilities included onboarding and orientation, skills and train‐
ing, organizational changes and the list goes on.

Did McKinsey make any recommendations regarding the num‐
ber of federal public servants versus the number of contract em‐
ployees? Did they make any recommendations regarding the roles
and responsibilities of either personnel category?
● (1615)

Hon. Anita Anand: That contract was to develop recommenda‐
tions and proposals for CJOC headquarters' human resources strate‐
gy, so that the transformation necessary would occur over a 15-year
period.

In terms of your specific question, I'll ask General Eyre if he
could comment on it.

Gen Wayne D. Eyre: I also have a member of CJOC sitting be‐
hind us here. Perhaps in the second session, if there are more de‐
tailed questions, we can refer the questions to him.

Basically, over the term of these two contracts, there was assis‐
tance given to CJOC in developing a long-term human resources
strategy that also helped to codify the terms of reference for each of
the key positions, establishing clear roles and responsibilities for
the headquarters. Understanding the pace of operations is pretty
high, and we put that headquarters through a lot. Gaining greater
efficiency and greater value from the staff we have there, that's
where the focus was.

Mr. Gord Johns: Okay.

The same contract with McKinsey, they're making recommenda‐
tions on which elements of CJOC headquarters service delivery are
best suited for contractor delivery. One of my biggest concerns
throughout this whole study has been that the government is letting
consultants develop more and more work for themselves.

Minister, maybe McKinsey, an outside contractor, is developing
plans for staffing and contract employees. Does that concern you
and do you think there's a conflict of interest here? Do you think
that the military and public service personnel, with their inside
knowledge, loyalty and service, would be better suited to do this?

The Chair: I'm afraid that is our time. Perhaps you could get
back to us in the next round for Mr. Johns.

We have Mr. Barrett for five minutes, please.
Mr. Michael Barrett (Leeds—Grenville—Thousand Islands

and Rideau Lakes, CPC): Thanks, Chair.

Thanks to you, Minister, and to the rest of the panellists for being
here today. I'll echo the comments of my colleagues in thanking
you and everyone under your command for their service to our
country.

Minister, on your explanation that someone from outside the
Canadian Armed Forces needed to be brought in because the Cana‐
dian Armed Forces as an organization wasn't credible on certain as‐
pects of improving culture and had systemic issues on culture, I
would submit to you that McKinsey isn't that credible party to do
that and has demonstrated on the public record, as a matter of pub‐
lic record, their lack of credibility. An organization that advised
Purdue Pharma to pay out bonuses to pharmacists who prescribed
OxyContin, resulting in overdoses, or, as was mentioned by one of
my colleagues, and that held a corporate retreat next to a concentra‐
tion camp where Uighur Muslims were interned in China, is not the
solution. McKinsey is not the solution to culture in our Canadian
Forces.

I want to talk about culture and, as Lieutenant-General Carignan
described it, the beating heart of our military. I look at the $15 mil‐
lion that was spent on these contracts and I think of how else we
could have improved culture in the Canadian Forces. I would use as
an example my alma mater, the Canadian Forces School of Com‐
munications and Electronics in Kingston. I would like to ask you
what you make of the state of accommodations for our troops at
CFSCE in Kingston.

Hon. Anita Anand: We are always looking to ensure that we
provide the equipment, the infrastructure and the resources needed
for the Canadian Armed Forces to do their important work on be‐
half of our country.

In terms of the first part of your intervention, I will say that I
agree: Integrity is extremely important. The role I am playing here
is to speak to the contracts of McKinsey with the Department of
National Defence. I am not here to defend their conduct in any oth‐
er situation.

Mr. Michael Barrett: Okay.

On the state of CFSCE in Kingston, it's reported that the quarters
currently comprise four-person rooms with poor HVAC, insuffi‐
cient personal storage, frequently broken shared facilities, no priva‐
cy, no kitchenettes, no cable connections and no private bathrooms
or access to bulk storage. Is there anything being done to remedy
that, to your knowledge?

● (1620)

Hon. Anita Anand: We are very focused on ensuring that the
Canadian Armed Forces' living arrangements, resources and equip‐
ment capabilities are improved, and we will continue to focus on
that. I know that my deputy minister recently visited Kingston with
this in mind so that we can continue to do our best for the men and
women who serve our country so honourably.

Mr. Michael Barrett: Minister, do you know how many single
rooms are required to house members who will be training at CF‐
SCE for longer than six months? I can tell you the answer. It's 150.
The number of rooms being offered by CFB Kingston is 47.
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We were just talking about culture, and I wonder what it does to
the culture of our Canadian Forces and to the morale of our mem‐
bers, our non-commissioned members, the beating heart of our mil‐
itary, when they don't have a place to lay their heads during their
training. They are exposed to mould, to rodent infestations and to
not having adequate bathroom facilities. My assessment of it is that
it's egregious, and I just wonder how much effort and how quickly
under your leadership you're prepared to remedy that.

Hon. Anita Anand: I appreciate the intervention. I think it is ex‐
tremely important for us to focus on issues relating to housing and
the cost of living in terms of the Canadian Armed Forces. I will ask
my chief of the defence staff if he could speak to this issue, as it
falls directly under his leadership as well.

The Chair: I am afraid that is our time. Perhaps you could come
back to Mr. Barrett and the committee with a written submission,
please.

Mr. Bains, you have five minutes, please.
Mr. Parm Bains (Steveston—Richmond East, Lib.): Thank

you, Mr. Chair.

Thank you, Minister, and to your colleagues for joining us today.
I too have a long family history of military service and border ser‐
vice, so I truly appreciate the work you do.

Minister, can you expand on the security processes that ensure
that any contractor or outside supplier that works with National De‐
fence does not pose a security risk? We've heard that these con‐
tracts are HR and administration contracts. What is the recourse if
there is anything untoward in fulfilling these contracts?

Hon. Anita Anand: Sure. Let me start with contracts. In them,
there are standard clauses that include a number of clauses to pro‐
tect against conflicts of interest.

Let me give you some examples. Suppliers are required to main‐
tain the confidentiality of all information provided to them in con‐
nection with a contract. They can't disclose any such information
without the written permission of the Government of Canada.
They're also required to follow the applicable security measures in
the contract.

Through our contracting process, we maintain the necessary pro‐
tections in place for confidentiality of information, as well as for
ensuring that conflicts of interest are not occurring. We are always
looking to do better, and I hope the work of this committee is sub‐
stantively present to enable us to do that. I'll be following that work
with great interest.

Mr. Parm Bains: Thank you.

To Vice-Admiral Topshee, you were finishing a point. Maybe
you can expand a little bit more on that.

VAdm Angus Topshee: Absolutely.

As I was saying, in the three contracts for McKinsey, the first
was to just identify meaningful and tangible things we could do.
The second was to begin delivering on what we call the digital pa‐
rade state, which is operationalizing an HR management tool that is
digital and more effective. We realized how useful that was, but we
wanted that capability in-house. The third contract was about how

we build the teams to be able to keep doing these types of initia‐
tives.

We've had no further contracts with McKinsey, because we now
have an in-house app development and digitalization team that has
learned a tremendous amount based on the quick start they got from
the McKinsey contracts.
● (1625)

Mr. Parm Bains: Just expanding on that, was there a recruit‐
ment process that took place for the in-house...or how did you de‐
velop that?

VAdm Angus Topshee: Some of the work was done by McKin‐
sey in assisting us to identify the right types of talents we needed. I
was part of the first contract in my previous role as the assistant
chief of naval staff for personnel and training. I did not know the
components of a digital team. I did not know the role of a product
owner, product manager or scrum master in a digital context, or the
notion of sprints and how to go through an app development pro‐
cess.

Once we identified the skill sets that were required and saw the
experience types and what sort of innovative approach needed to be
done, we were able to identify those people within our organiza‐
tion. The challenge since then has been retaining them. We have
some very talented people. Once they become known, they are
hired by other companies—not necessarily by McKinsey but by
others.

We have a robust team now. We've found that we can actually
manage to find this digital talent with the very people who are com‐
ing into the Royal Canadian Navy and the Canadian Armed Forces.

Mr. Parm Bains: Thank you.

In regard to the benefit of the defence team looking outside the
organization in certain incidences where significant modernization
is needed quickly, is there any other area that you think we need to
look at?

VAdm Angus Topshee: There are a host of areas where we can
always improve. Most of that work we do in-house. We have a
strong team of people in the navy who are constantly looking at our
allies and adversaries around the world and identifying the prac‐
tices we need to adopt in order to be the best possible maritime
force for Canada.

Mr. Parm Bains: Thank you.

How much time do I have?
The Chair: You have 25 seconds.
Mr. Parm Bains: Thank you again for your service.
The Chair: Thank you.

Mrs. Block, you have five minutes, please.
Mrs. Kelly Block (Carlton Trail—Eagle Creek, CPC): Thank

you very much, Mr. Chair.

I echo the comments of my colleagues in welcoming you here
and thanking you very much for your service to our country.
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Madam Minister, given your adamant defence of the need for
and your choice of McKinsey, and given the insistence that the in‐
formation you were sharing with McKinsey was not sensitive, that
it was simply HR benchmarking or not sensitive subject matter in
the contracts because it was not highly secretive, I want to show
you one of the pages that we received as a committee. It's blank.
That's because it's been redacted. This committee was very clear in
its order for unredacted documents. However, many departments
have made the decision and have taken it upon themselves to deter‐
mine that they have the right to limit the powers of the House of
Commons.

Minister, we received a letter from your department about the
redactions made. I just showed you one page. I have more. They
were made or done in the name of security, yet you have just stated
here that these were not security matters. I'm wondering if you
could explain why many of the redactions included the number of
weeks McKinsey worked, their weekly pricing and descriptions of
the services they offered. Who ordered these redactions? If it wasn't
you, who was it and why?

Hon. Anita Anand: We have made every effort while respecting
disclosure requirements. I will say that the contract is between
McKinsey and the Government of Canada. We are both, as con‐
tracting parties, required to comply with the confidentiality provi‐
sions in that contract. On the other hand, we don't have that same
contract with you or Parm or any other member on the committee.
We are respecting the terms of the contract and complying with the
disclosure requirements to the best of our ability.

Mrs. Kelly Block: In so doing, Minister, you are impeding the
work of a standing committee of the Parliament of Canada and the
work of the House of Commons. It may have served you better if
you had confirmed your story with your cabinet colleagues. In the
documents from PSPC, they did not redact these weekly break‐
downs. Perhaps this is because DND was paying exorbitant prices,
much higher than PSPC.

Again I will ask you why you felt that you could override the
rights of Parliament and redact the weekly prices paid for services
from McKinsey.
● (1630)

Hon. Anita Anand: As mentioned, I was not the minister at the
time. I will ask my deputy minister if he can elaborate on that ques‐
tion.

Mr. Bill Matthews: Certainly. I'll be very quick on this.

The test we are using in terms of redactions is built around the
same test used for access to information. That would include com‐
mercially confidential information. We are trying our best to align
with other departments in terms of consistent approaches, but given
the timelines and the volume of documents, there are a number of
inconsistencies, I'm sure. We're doing our best to work through that
process.

Specifically around the weeks and prices, etc., the answer is that
it's commercially confidential information.

Mrs. Kelly Block: Yet it was provided through PSPC....

We heard from McKinsey that government clients asked them to
make redactions from the documents they were providing to this

committee. Did you or any of your staff or those of your office or
your department, or an organization under the supervision of your
department, ask McKinsey to make these redactions?

Mr. Bill Matthews: I am not aware of and I certainly have not
made any specific requests, but I am happy to take that back and
check with the department to see if there have been such requests.
The consistency in interpretation around the contract itself is im‐
portant, but I will take that back and see if I can provide a better
explanation.

Mrs. Kelly Block: Thank you very much.

I have one last question.

For the services provided by McKinsey, most of the descriptions
have been redacted. This means that there has been millions of dol‐
lars of spending on outside consultants and we don't know why.

Madam Minister, you stated at the beginning of one of your in‐
terventions that you take the work of OGGO very seriously. I am
sure you can understand that it is our duty to be monitoring the
spending of government and to be asking these questions. I really
believe that the redaction of this kind of information is egregious to
this committee. I would ask that the information we've been calling
for be provided to this committee.

The Chair: That is our time, Ms. Block.

We have Ms. Thompson for five minutes, please.
Ms. Joanne Thompson (St. John's East, Lib.): Thank you, Mr.

Chair.

Welcome, Minister, to the committee, and certainly thank you to
all of the witnesses for the work you do. We're very grateful for it.

Minister, I will begin with you. I realize that you've already spo‐
ken to this, but if there's anything in addition that you would like to
add surrounding the challenges that resulted in the implementation
of the McKinsey contract, and what a culture change that is and the
extent of the culture change that you're trying to address within the
military entails, please do. What benefits, if any, are you beginning
to realize? I do know this is quite a long time frame in terms of
turning this around. Are you starting to see any opportunities from
the McKinsey work to really influence the shift in culture?

Hon. Anita Anand: First, I want to respond with regard to some
of the previous questions. The value of the contracts awarded to
McKinsey in 2021-22 of approximately $17 million represented
0.07% of our overall expenditures that year. The idea embedded in
this figure is that it's a very low amount of our overall expenditures.

In terms of your question, the third party expertise allows us to
ensure that we have practices that are consistent with those of our
allies in terms of our defence team, especially in the area of culture
change, where we are embarking on urgent systemic change. The
third party expertise serves as an enabling function to support our
people. It constitutes a very small amount of our defence budget, as
I mentioned.

I also want to focus on the importance of moving quickly in this
era. Without that expertise that was done on a very rapid basis, we
wouldn't have as many of the road maps in place that we currently
do.
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I will ask General Carignan if she would like to elaborate with
the details.
● (1635)

LGen Jennie Carignan: Thank you, Madam Minister.

When we kick-started our culture change two years ago, there
were three main things that we needed to address very quickly.
These were informed by the consultations that we had with defence
team members, with marginalized groups and with affected mem‐
bers. The consultations took place, and then we were immediately
able to identify priorities.

One of them was on the complaint system, where the feedback
we got from victims was that putting in a complaint was more
harmful than the harm caused by the source of the complaint itself.
We immediately set forward initiatives to address our complaint
system, which is extremely complex. We needed to consult to get to
the root cause of the issues and then, finally, we needed to consoli‐
date the 500-plus recommendations we had within our system that
were spread between 19 different reports so that we could track,
consolidate and understand which ones were duplicates, which ones
were repetitive and which ones were contradictions of another, in
order to conduct all of that analysis. This is why we immediately
set forth these three specific initiatives when we kick-started the
culture change in 2021.

As we move into 2022-23, CPCC's reliance on contracts is al‐
ready smaller than it was in the first year of CPCC's getting settled.
Furthermore, we are not relying strictly on McKinsey, as we have
five other firms with whom we are consulting on various other
types of projects.

Ms. Joanne Thompson: Thank you.

I quickly want to follow up on that. I realize it's very early days
in this—

The Chair: Thanks. That is our time.
Ms. Joanne Thompson: I'm sorry. Thank you.
The Chair: We'll go to Ms. Vignola for two and a half minutes,

please.
[Translation]

Mrs. Julie Vignola: Thank you very much, Mr. Chair.

Minister, in 2015, before the increase in the number of contracts
awarded to McKinsey, the government had decided against Lock‐
heed Martin's F‑35 aircraft. However, that company's return to the
good graces of the government corresponds with the increased
number of contracts awarded to McKinsey, one of whose clients is
Lockheed Martin.

What influence might McKinsey have had on the government's
decision to return to Lockheed Martin? How can you be sure there
was none?

Hon. Anita Anand: There is no link between the two suppliers.
As you may be aware, the Lockheed Martin decision was the out‐
come of an independent process carried out by Public Services and
Procurement Canada. It's a very important procurement for the
Canadian Armed Forces, as well as for our country and its security.

Mrs. Julie Vignola: Thank you. In a document we received
about a contract, McKinsey specified that its advice was not per‐
sonalized, but rather based on its lengthy experience.

How can the Department of National Defence make sure that it is
receiving advice based on Canada's requirements and the needs of
Canadian Armed Forces members, rather than just generic advice
that could be applicable to more than one country?

Hon. Anita Anand: That's dealt with in our supplier contracts.
We make sure that our contracts specify the objectives to be met
and the supplier cannot go beyond the scope of these objectives.

● (1640)

Mrs. Julie Vignola: I'd like to very briefly return to the two
studies conducted by McKinsey, on the internal culture of your de‐
partment, and Ms. Arbour's study. I'd like to know why it was es‐
sential to have a separate study performed by McKinsey as com‐
pared to Ms. Arbour's, and why it had to be done within approxi‐
mately the same time span.

[English]

The Chair: I'm afraid that is our time. Perhaps you can get back
to the committee with a response.

We'll go to Mr. Johns for two and a half minutes, please.

Mr. Gord Johns: Thank you again for being here.

I agree with Mrs. Block about the redaction concerns. We have
invoices with only total charges. The quantities and unit prices are
blocked out. It doesn't make any sense.

Minister, McKinsey was also awarded a contract for a workshop
relating to the navy's digital transformation. I'm going to quote a
letter from the document submissions that we received. The letter
requests a sole-source requisition of this contract because, it says,
McKinsey clearly indicated the cost of the one and a half day work‐
shop would be less than $25,000, including taxes. It then says that,
as the estimated expenditure did not exceed the threshold laid out at
reference C, a sole-source contract was being requested.

That contract was indeed awarded to McKinsey with no competi‐
tion. The contract ended up costing $24,999.98. That's two cents
below the threshold that the letter appears to reference. My concern
is that we have procurement regulations for a reason, and it's not
the first time we've seen contracts built very close to the limit. This
is two cents from the limit. As per the letter, McKinsey agreed to
keep the contract below $25,000.

Do you think they priced the contract that way so that they would
not have to compete for it and that this represents a problem with
integrity in procurement by evading the intention of the regula‐
tions?

Hon. Anita Anand: Thank you for the questions.

On the first point, relating to redactions, I understand the basis of
the point, and I will offer to have my department take a second look
to ensure consistency among departments.

Mr. Gord Johns: Thank you.
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Hon. Anita Anand: I appreciate the point of Mrs. Block on this
particular matter, so I will ask the department to do that for the
redactions.

In terms of the spirit of the regulations and the issue you raised,
I'm going to turn to Admiral Topshee, because he has direct juris‐
diction over this particular matter.

The Chair: Give a very brief answer, Admiral.
VAdm Angus Topshee: The number I have is $24,860, so I

agree that it is just under $25,000. To be perfectly honest, I don't
know if that.... Most companies are aware of our contracting thresh‐
olds, but I have no specific knowledge of that contract. It was be‐
fore my time.

The Chair: Thank you, gentlemen.

Mr. Genuis, you have five minutes, please.
Mr. Garnett Genuis: Thank you, Chair.

Just to summarize some of the things we've heard, we've asked
you questions, Minister, about whether you're aware of McKinsey's
contracts with other defence departments. You did not or weren't
able to provide that information. You said that you're only here to
answer questions about contracting with the Government of
Canada, but of course contracts with other defence departments are,
I think, highly relevant, and I would still appreciate it if you could
provide any information you have in that regard in writing.

Even when we've asked questions about work for the Canadian
defence department, there's been a great deal of information you
have refused to provide, as my colleagues have highlighted in terms
of the significant redactions. It's important to say that, when a par‐
liamentary committee requests information, it's not the same stan‐
dard as a citizen using ATIP. Parliamentary committees have the
status of a court, and if a court requests documents, I believe you
would provide them.

Speaker Rota has been very clear—and this is a convention that
goes back a hundred years—that parliamentary committees have a
right to unfettered access to documents, yet repeatedly your govern‐
ment, across departments, has not applied that standard, including
in very basic, simple cases. We're not talking about a potential
threat to national security. We're talking about commercial informa‐
tion that would be provided to the committee in camera so that we
would be able to review it.

Very specifically on the issue of redactions, will you apply the
standard of Speaker Rota's ruling?
● (1645)

Hon. Anita Anand: As I just mentioned, I'm here now asking
my department to make sure that we take a second look to ensure
consistency amongst departments—

Mr. Garnett Genuis: I'm not looking for consistency among de‐
partments. I'm looking for consistency with the law as articulated
by the lawful authority, who, in this case, is the Speaker. Will you
apply the standard of Speaker Rota's ruling?

Hon. Anita Anand: I will say that there are a wide variety of
reasons that a redaction may be needed, and we are committed to
balancing transparency with these needs overall.

Mr. Garnett Genuis: Minister, a redaction would be in violation
of the Speaker's ruling. Are you telling us today that you are going
to continue to defy the Speaker's ruling on this?

Hon. Anita Anand: What I am saying is that we are doing our
very best to balance the need for transparency with the—

Mr. Garnett Genuis: Minister, it's a legal requirement. It's not
for you to tell the Speaker, “I'm sorry. I'm going to strike a balance
that's outside of the law.” The Speaker has said that parliamentary
committees have a right to order documents. I would submit to you
that, if you went before another court, and the court said that you
must hand over the documents, you would hand over the docu‐
ments, yet you're treating a parliamentary committee that has the
established constitutional right to order these documents in a differ‐
ent way. I would ask you to take that back and consider it, because
you have a legal obligation.

Hon. Anita Anand: I will, and as I've previously indicated, I be‐
lieve strongly in the important work of OGGO, and I know it—

Mr. Garnett Genuis: Thank you, and I hope we'll see it in the
provision of the documents.

Hon. Anita Anand: —very well, and we will do our very best to
respond to that.

Thank you.
Mr. Garnett Genuis: Minister, in the further time that I have,

we have also asked you questions about the issue of culture, and
you've talked about the need to go outside for information that's go‐
ing to inform cultural change. That's, I think, potentially a valid ar‐
gument in principle, but it comes down to where you're going for
that information.

You've dismissed questions about the ethical conduct of McKin‐
sey, but if you're relying on McKinsey for information about how to
change and shape the culture of National Defence, don't you think
that the culture of McKinsey, the ethical conduct of McKinsey and
the advice they've given to, for instance, the Saudi government
around the treatment of dissidents is relevant to the advice they're
going to give you about shaping the culture of the Canadian Armed
Forces?

Hon. Anita Anand: I want to clarify that justices Deschamps,
Arbour and Fish have provided numerous recommendations over
numerous years that the Department of National Defence is work‐
ing diligently on to implement. That is part of the place where we
are receiving advice on how to make change. As you mentioned—

Mr. Garnett Genuis: That's great, but we're talking about McK‐
insey. Is McKinsey advising you on culture change?

Hon. Anita Anand: McKinsey is not advising us on the substan‐
tive policies that we should be implementing regarding culture
change—not at all. It is an operational source of advice, not a poli‐
cy source of advice.

Mr. Garnett Genuis: You were using the challenges of culture
as a justification for going outside. This is what you said earlier in
your testimony. You said that you need to bring in third parties like
McKinsey because we can't solve our own problems ourselves.
Now, you're saying that we're actually not really going to McKin‐
sey for that. We're going to them for something else.
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Hon. Anita Anand: Actually, I'm not inconsistent in what I'm
saying. I'm saying that, in terms of implementing the 500 recom‐
mendations of three previous justices, we benefited in a specific,
targeted way from utilizing the resources of this third party expert,
but this third party expert did not in any way inform our policy de‐
cisions.

The Chair: Thank you, Minister.

Mr. Housefather, go ahead please.
Mr. Anthony Housefather (Mount Royal, Lib.): Thank you,

Mr. Chair. I'm last, but not least.

Minister and generals, thank you very much for being here today,
and thank you for your service to our country. It is greatly appreci‐
ated.

Minister, I'm going to start with you.

You have one of the unique positions in this government as Min‐
ister of National Defence but also having served previously as min‐
ister of procurement. A lot of the questions that were flying at you
today related to whether or not we should be doing business, as a
government, with McKinsey. It's a legitimate question related to
which companies should be excluded from doing business with the
Government of Canada.

Currently, we have a policy related to who is excluded and who
is not under our integrity regime. We may want to one day propose
changes to that integrity regime. Again, that's something that this
committee could look at. We could propose things, and I know that
you would have your mind open to those changes. However, do you
have the power in the defence department to exclude from bidding
on contracts companies that are not excluded under the integrity
regime?
● (1650)

Hon. Anita Anand: We have the ability to ensure, through our
contracting process, that the interests of the Government of Canada
and the Department of National Defence are protected. That's ex‐
actly what we do through provisions like confidentiality and
through provisions relating to conflicts of interest.

We believe in the usefulness of an integrity regime to ensure that
suppliers are held accountable for misconduct. By the same token,
we have been very careful to ensure that our contracts contain the
provisions necessary to protect the interests of the Government of
Canada and, ultimately, the people of our great country.

I will say that the singling out of companies is not necessarily the
role of the Department of National Defence. That falls within Pub‐
lic Services and Procurement Canada. I welcome suggestions as to
what threshold is appropriate should that inform part of the work of
this committee.

Mr. Anthony Housefather: Thank you so much, Minister.

I have another question for you. When Dominic Barton was here,
he told the committee that McKinsey never provides policy advice.
It's executing what the government wants it to do. Do you agree
with this statement?

Hon. Anita Anand: I did not hear the statement in its full con‐
text, but I will say that it is consistent with the point I made previ‐

ously, which is that McKinsey provided no substantive policy ad‐
vice to the Government of Canada. That rests with the ministry at
issue. Here, in terms of national defence, the policy decisions and
the direction that we are taking—whether it be on culture change or
with respect to the Royal Canadian Navy—rests with me, as minis‐
ter, and the other leaders of the organizations with which I work:
the Canadian Armed Forces, as well as the Department of National
Defence.

Mr. Anthony Housefather: From your experience, Minister,
with regard to the issue of outsourcing, when there's a decision to
outsource, it doesn't come from the political level—does it?

Hon. Anita Anand: I had no contact whatsoever regarding any
contracts related to third party expertise.

Mr. Anthony Housefather: Thanks.

Now I have a question for General Eyre if that's okay.

I'd like to ask about the impact that McKinsey's work could have
on subsequent procurement decisions in the defence department.
Given that some of McKinsey's clients also do business with the
Department of National Defence in the equipment procurement and
IT space, there have been those who have made the allegation that
McKinsey's advice could influence subsequent procurement deci‐
sions by national defence in a way that would benefit its other
clients.

Could you reassure people that would not be the case?

Gen Wayne D. Eyre: Procurement is the responsibility of my
colleague, the deputy minister. I'll pass that to him.

Mr. Anthony Housefather: Please refer it to the deputy minis‐
ter—no problem.

Mr. Bill Matthews: Certainly. There are a couple of points here.

Number one, we do have rules in place to make sure that these
types of conflicts don't occur, but I want to come back to the nature
of the work McKinsey's doing here. It's mostly benchmarking HR-
related.... It's not related to capability. I think when you're theoriz‐
ing about future procurements, etc., nothing I've seen would com‐
promise any of that. We're not talking about capability here.

I do have the real expert to my right if there are detailed ques‐
tions in terms of how procurement works.

Mr. Anthony Housefather: Again, I have heard this concern
voiced and it doesn't make sense to me in light of our procurement
policies. I think it's helpful that you would reiterate that.

What is the time, Mr. Chair?

The Chair: You have 14 seconds.

● (1655)

Mr. Anthony Housefather: Thank you very much for being
here today. It's very much appreciated.

The Chair: Thank you, Mr. Housefather.

I will use your 14 seconds.
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Witnesses, thanks for being with us today. There were several
questions that you were not able to finish. There were also several
times when the committee asked if you could provide information
back. I hope you will do so as soon as possible.

Before you go, I want to follow up on one of the comments.
You're probably aware of what I'm going to talk about. The green
book by Bosc and Gagnon is very clear. I want to quote quickly
from it. It says, “The Standing Orders do not delimit the power to
order the production of papers and records. The result is a broad,
absolute power that on the surface appears to be without restric‐
tion.”

I have to express my extreme disappointment that this depart‐
ment is one of several from this government that has refused to rec‐
ognize the supremacy of Parliament and a very clear directive from
this committee to provide unredacted documents. I hope you will
provide those to us as soon as possible.

That being said, thank you for joining us. I will dismiss the wit‐
nesses.

Colleagues, before we suspend, we have a couple of housekeep‐
ing points. I need your approval on the following. The first is that,
pursuant to Standing Order 108(2), the committee undertake a
study of the subject matter of supplementary estimates (C),
2022-23.

Some hon. members: Agreed.

The Chair: I also need your approval that the proposed budget
in the amount of $2,500 for the study of the subject matter of sup‐
plementary estimates (C), 2022-23, be adopted. I don't believe we
will actually spend any of that money, but we have to approve that
before we can move forward.

Some hon. members: Agreed.

The Chair: Colleagues, thank you very much.

We will suspend very briefly. We will try to get back as soon as
possible so that we have as much time with the PBO as possible.

Thank you.
● (1655)

_____________________(Pause)_____________________

● (1655)

The Chair: Colleagues, we are back in session.

I would like to welcome our guests from the parliamentary bud‐
get office.

I understand you have an opening statement for us, Mr. Giroux.

The floor is yours for five minutes, please.
Mr. Yves Giroux (Parliamentary Budget Officer, Office of the

Parliamentary Budget Officer): Good afternoon, Mr. Chair and
members of the committee. Thank you for the invitation to appear
before you today.

We are pleased to be here to discuss our report on the supple‐
mentary estimates (C), 2022-23, which was published on February
23, 2023.

With me today is our lead analyst on the report, Kaitlyn Vander‐
wees.

The government's supplementary estimates (C) outline an addi‐
tional $10.3 billion in spending, which brings the total proposed
year-to-date budgetary authorities to $443.3 billion, which is
a $29.4 billion or 7.1% increase over the preceding fiscal year.

Voted authorities, which require approval by Parliament, to‐
tal $4.7 billion. Statutory authorities for which the government al‐
ready has Parliament's permission to spend total $5.6 billion. Given
that there are only weeks remaining in the fiscal year—I should say
days—this means the money will need to be spent by March 31.

Including these estimates, 90% of the total money that was ear‐
marked in budget 2022 for this fiscal year will be available for de‐
partments to spend in supporting 114 initiatives. The single largest
component requiring Parliament's approval is almost $1 billion for
National Defence. Over half of this is to support the Ukraine war.

● (1700)

[Translation]

The government is also asking for an additional $81 million for
professional and special services, which includes spending on ex‐
ternal consultants. This brings total planned spending in this cate‐
gory for the current year to $21.4 billion. As of November 2022,
nearly $10 billion have been spent on professional and special ser‐
vices this year, a record level compared to previous years over the
same period. The 2023‑24 main estimates indicate that planned ex‐
penditures on professional and special services will remain steady
at $19.5 billion in 2023‑24.

Frozen allotments refer to money that has been approved by Par‐
liament, but for which access by departments is restricted by the
government, for example, until some specific conditions are met.
These supplementary estimates indicate that $7.7 billion in money
already approved by Parliament is now administratively frozen by
the Treasury Board. This represents a $2.2 billion increase from the
final supplementary estimates presented last year.

Both frozen allotments and total overall unspent budgets reached
record levels in 2020‑21 and 2021‑22. This is principally at‐
tributable to the federal pandemic response, which saw an unprece‐
dented increase in approved spending and considerable uncertainty
regarding whether all the approved funding would be required. Our
internal monitoring suggests that lapse amounts in 2022‑23 will re‐
main higher than pre-pandemic levels.

My colleague and I will be pleased to respond to any questions
you may have regarding our analysis of the government’s estimates
or other Parliamentary Budget Officer work.

Thank you.
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[English]
The Chair: I appreciate your being with us, as always.

Mrs. Block, you have five minutes.

Colleagues, quickly, the first round will be for five minutes, and
then we'll try to do three minutes and two and a half minutes for the
Bloc and NDP.

Mrs. Kelly Block: Thank you very much, Mr. Chair.

Thank you for joining us, Mr. Giroux.

In your report on the supplementary estimates (C), you wrote,
“Over $800 million in new cash is intended to pay for professional
and special services, which includes spending on external consul‐
tants.”

As you are more than likely aware, this committee has undertak‐
en a study of the government's contracts with McKinsey and will be
following that, we hope, with a broader look at outsourcing by this
government.

Does your office know approximately how much of the $800
million is going towards management consultants?

Mr. Yves Giroux: No, we don't have that level of detail. We only
know the overall amount going to consultants.

Mrs. Kelly Block: Okay.

Is the $21.4 billion the total spent by the government on external
consultants?

Mr. Yves Giroux: Yes, it is, to the best of our knowledge, al‐
though some of it could lapse, which we will only know several
months after the fiscal year.

Mrs. Kelly Block: Thank you.

In your report, you also mention that one of the primary reasons
for the increase in statutory authorities in the supplementary esti‐
mates is “due to higher interest costs on unmatured debt”.

In your view, is the government taking steps to reduce this debt
in order to lower the interest costs, or have interest costs just con‐
tinued to rise?

Mr. Yves Giroux: Interest costs have continued to rise for two
main reasons. The first is the increase in interest rates and the effec‐
tive rate the government has to pay on its stock of debt. The other
reason is the increase in the size of the debt itself. Whenever there
is a deficit incurred in a fiscal year, it generally adds to the debt.

To the extent that the deficit is lower than it used to be during the
pandemic, one could say that the government has taken steps to re‐
duce not the debt but the speed at which it increases. Conversely,
one could say that, given there are still deficits, the government is
not reducing the size of the debt.

There's no clear answer to your question without getting into a
political debate.

Mrs. Kelly Block: Thank you very much.

Do you have any recommendations for the government on how
to reduce costs by lowering the debt and interest payments?

● (1705)

Mr. Yves Giroux: There are two main ways to do that.

One would be to reduce the debt, which is imminently a political
decision that will have to be made, and when the Minister of Fi‐
nance tables her budget next week, we may have indications as to
whether there is a plan to reduce the overall level of debt.

The other way to minimize or to try to control as much as possi‐
ble the debt-servicing costs is by having sound debt management,
which is, to my knowledge and to my best capacity, to my judg‐
ment, something that the government does a reasonably good job of
doing. It manages the debt as effectively as it can to minimize the
interest costs, given the stock of debt.

Mrs. Kelly Block: Thank you.

In your report, you also noted that the supplementary estimates
are for spending announcements on which the government needs
more time to figure out how it is going to implement its plans.

Given that the supplementary estimates continue to increase, are
you concerned that the government is making spending announce‐
ments without the plans developed for how to implement them?

Mr. Yves Giroux: The concern I have with the number of sup‐
plementary estimates that we see, and the fact that you, as parlia‐
mentarians, have to debate and vote on supplementary estimates
(C) on March 20, is that it leaves you with very little time to scruti‐
nize billions of dollars of spending.

It's understandable that the government in any given year will
need to have supplementary estimates, but the fact that you are
asked to vote on billons of dollars that late in the fiscal year when
there is virtually no time left is a bit concerning, because I think it
affects your capacity as parliamentarians to scrutinize this proposed
government spending.

Mrs. Kelly Block: I agree with you. Thank you very much.

The Chair: Thank you, Mrs. Block.

We'll now have Mr. Bains for five minutes, please.

Mr. Parm Bains: Thank you, Mr. Chair.

Thank you, Mr. Giroux, for joining us again today.

The supplementary estimates include a significant portion of
funding for professional services. Do you believe that IT profes‐
sionals are essential to ensuring legacy IT systems are functioning
properly for Canadians?
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Mr. Yves Giroux: I'm not an IT specialist—some would say for‐
tunately, but I would say unfortunately—but I certainly believe that
IT is an essential component of any organization these days.
Whether or not it's essential to use IT outsourcing to the extent that
the government is doing is not for me to say. I don't have that ex‐
pertise.

Mr. Parm Bains: Okay. While outsourcing has grown, it has
kept pace with the growth of the federal public service, with the
public service at the same size as it was in 2010 comparative to to‐
tal population. Does this not indicate a normal level of growth?

Mr. Yves Giroux: It could. That's one way of seeing it, that the
public service is growing commensurately with the size of the
Canadian population.

Alternatively, one could say that, given that more services are be‐
ing automated, there could be an expectation that the size of the
public service could be growing at a slightly slower pace than the
average growth in the population, but I think this boils down to pol‐
icy choices, especially when the government decides to make inter‐
ventions, investments or spending in specific areas.

Mr. Parm Bains: Okay.

The Auditor General, the procurement ombudsman and the gov‐
ernment are conducting a review of McKinsey, which we've heard.

Do you believe that these studies will provide useful insight into
government outsourcing and procurement practices?

Mr. Yves Giroux: I'm confident that my colleague, the Auditor
General, will provide insight, full information, to this committee
and to all parliamentarians on McKinsey.

Mr. Parm Bains: Okay. Thank you.

You previously stated in committee that departmental targets are
too easy to hit, but then your report on the estimates said that too
few targets are met.

Can you clarify what your position is on these targets? Are they
too easy or too ambitious?

Mr. Yves Giroux: I'd say it's probably that they tend to be too
easy, and I speak from my own experience, having been in the pub‐
lic service for more than two decades.

Generally speaking, targets are set so that they seem to be rea‐
sonably ambitious, but they are always deemed to be attainable,
barring unforeseen events, so they generally tend to be not overly
ambitious, which leads to a surprise when you see that close to half
are either not met or have no target date for meeting them.
● (1710)

Mr. Parm Bains: In 2022-23, the Government of Canada re‐
quested $443.3 billion in authorities. It was an increase of 6.8%
over the previous period but a decrease of 6.6% compared with
2020-21.

In your view, is this level of spending consistent with Canada's
fiscal anchor to reduce the debt-to-gross-domestic-product ratio?

Mr. Yves Giroux: It is. It seems to be. If you compare main esti‐
mates with main estimates, it is consistent. However, in our March
economic and fiscal outlook, we expect the debt-to-GDP ratio to in‐

crease next year rather than decrease, due to a slowing economy
and increases in expenditures.

There is expected to be a one-year anomaly in the fiscal anchor,
which instead of going down consistently is expected to go up for a
year. However, the budget to be tabled next week could introduce
measures to ensure that the debt-to-GDP ratio continues to go down
year after year. Based on what we know so far, it is slated for an
increase in the next fiscal year, the one that will start in April.

Mr. Parm Bains: Thank you.

The Chair: Next, we have Mrs. Vignola, for five minutes,
please.

[Translation]

Mrs. Julie Vignola: Thank you very much, Mr. Chair.

Thank you for being here today, Mr. Giroux and Ms. Vander‐
wees.

Mr. Giroux, in your analysis, you say that the government ex‐
pects additional expenditures of $10.3 billion. Time flies, but I re‐
member, not so long ago, that you had told the committee that the
Department of National defence was having trouble spending the
funds allocated to it, even those included in the supplementary esti‐
mates.

We are 11 days away from the deadline by which all authorities
are to have been spent. To your knowledge, will they be spent?

Mr. Yves Giroux: We won't know for sure until the Public Ac‐
counts of Canada have been published, which is usually in the fall,
sometimes the very late fall.

However, we can get a few hints from the administratively
frozen allotments that I mentioned in my address. For the time be‐
ing, these allotments that have been frozen for all kinds of reasons
by the Treasury Board have reached a rarely seen level. This would
appear to indicate that unspent funds by the end of the fiscal year,
in 11 days, will be at least as high as in the previous years.

Unfortunately, we can't say with certainty which departments
will fall into this category. However, given the size of the Depart‐
ment of National Defence, we can reasonably assume that it will
once again this year not spend all funds allocated to it. But we will
only know for sure once the fiscal year has ended.

Mrs. Julie Vignola: I also recall committee discussions about
National Defence inventories, which were rather low, and about
how difficult it was to properly equip our Canadian Armed Forces.

And yet we are sending $500 million to Ukraine, in addition to
equipment. I'm not against that, but my question is what impact this
assistance might have on Canada's inventories?
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Are we robbing Peter to pay Paul? Will this increase defence-re‐
lated costs in future estimates?

Mr. Yves Giroux: That's a good question, but unfortunately,
those who testified before me have a lot more information than I do
about National Defence inventories and the impact of assistance to
Ukraine on the department's ability to fulfill its core mandate.
● (1715)

Mrs. Julie Vignola: On page 6 of your report, which I won't
read out word for word, because I only took down some brief notes,
it says that you were worried that the funds allocated for the Strong,
Secure, Engaged policy would be inadequate.

Are these concerns proving to be correct? Are you even more
worried? What are your misgivings about this?

Mr. Yves Giroux: I'm worried because the budget for the nation‐
al defence policy includes capital expenditures established over a
period of several years, while the costs involved in national defence
procurement projects, including warships, are continually increas‐
ing. I am therefore worried that the funds will be inadequate to al‐
low the government to fulfill the mission set out in this policy. If
so, then either the budget would have to be increased, or some
projects would have to be abandoned, which will probably be in‐
evitable if we don't want to exceed the total established for the bud‐
get and for financing projects whose costs are increasing, like the
warships project I just mentioned.

We are also going to carry out a study on the acquisition of
F‑35 fighter aircraft. This would give us a better idea of the esti‐
mated cost for this acquisition project. If it turns out that costs of
the fighter aircraft acquisition are also increasing, as is the case for
the warships, then that will restrict what can be done and something
will have to be set aside.

Mrs. Julie Vignola: I have a brief question for which which you
could just give a yes or no answer.

Am I to understand that potential cost increases owing to infla‐
tion and other factors were not taken into account when the amount
of the envelope was established?

Mr. Yves Giroux: That's quite possible.
Mrs. Julie Vignola: Thank you.

[English]
The Chair: Thank you.

We have Mr. Johns for five minutes.
Mr. Gord Johns: Thank you for all the important work that you

do and for being here again.

Mr. Giroux, we talked earlier about the $800 million in new cash
for professional and special services, and that includes spending on
external consultants. What concerns do you have, if any, about the
level of spending on consulting services in Canada, looking at our
OECD partners and where their levels of spending are on external
consultants? Have you looked at that? Do you have any compara‐
bles that you can give us?

To add to that, the President of the Treasury Board was here say‐
ing, “Compared to spending on the public service, the use of pro‐
fessional services has also remained relatively consistent since

2011.” However, in the numbers that we have for the public service
it has grown by 11.8%, I would say, since 2020, but IT outsourcing
has grown 45.8% in that period. It contradicts what the President of
the Treasury Board says.

Maybe you could speak to both.

Mr. Yves Giroux: Sure. I haven't looked at what other countries
do. I've been very busy looking at what Canada does, so unfortu‐
nately I don't have international comparisons.

The fact that consultant services and the recourse to those ser‐
vices has increased is concerning when compared or when put to‐
gether with the increase in the size of the public service. The reason
I'm saying that is that, when you have a growing public service,
you'd expect that growth to happen in areas of need. The fact that
this is happening, but the use of consultants is also increasing....
Services are not always keeping pace with expectations. That is the
part of the equation that is concerning to me.

For example, if the use of consultants for health care services is
increasing, it's obviously to meet needs. When it's for IT services,
it's also to meet needs. Each and every one of them may well be
justified, but then, why are we outsourcing many of these services
at the same time as we have a public service that is growing? Are
we hiring the wrong types of public servants, or should we be hir‐
ing even more public servants, which we can't, because obviously
we need to use consultants? It leads to all kinds of questions for
which the answers are not obvious, at least not to me.

● (1720)

Mr. Gord Johns: In addition to the transparency and account‐
ability issues that we've been raising here at committee, the govern‐
ment's increasing reliance on outsourcing raises concerns around
equity issues that warrant conversations, discussion and research.

In 2018 actually, the UN special rapporteur on extreme poverty
and human rights discussed privatization as a cause of poverty even
while privatization costs governments more. We've seen it here—
the subbing out of contracts. As one example, we looked to GC
Strategies during the ArriveCAN app study, which was charging
between 15% and 30%, which I guess is the industry standard.
They don't know anything about tech. They just know whom to
contract to. You have these big, highly paid consultant companies,
six of which are over $100 million, that are doing business with
Canada—the big six. A lot of their work is subbing out.
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Have you looked at how much money is going just to the com‐
missions for subbing out, because that seems to be a huge economic
leakage right now in our country, money that could otherwise pro‐
vide services from pharmacare to expanding dental care and mak‐
ing sure that everybody's got a safe, secure place to live in our
country. It seems absolutely ludicrous the skyrocketing highly paid
consultants trend that we're seeing and these commissions that are
going out in the range of 15% to 30%. I imagine they're all near
30%, because every time I ask if it's 15% or 30%, they answer, “It's
the industry standard.” They would tell us it's 15% if it were 15%,
so it's more than likely that it's 30% in most cases.

Mr. Yves Giroux: I haven't looked at the commissions or the
breakdowns of the fees that consultants charge the government.
That would require going through thousands of contracts. We
looked at the overall numbers and, unfortunately, I don't have an
answer for you.

Mr. Gord Johns: That's something that's there. Again, I appreci‐
ate it.

There's money here—$227 million for unrecoverable debts
around student loans. In your view, why has the value of unrecover‐
able debts increased by $57 million since last year? Is that the
norm? How do you project the elimination of student loan interest
effective this April will affect Canada's ability to deal with student
loan debt? Obviously, we're very happy to see that happen as New
Democrats. It's something we've been looking for.

The Chair: I'm afraid, Mr. Giroux, that we're going to have to
ask you to get back to the committee in writing or, actually, to Mr.
Johns in his next round of questions.

Colleagues, in the second round, because we're out of time, we're
going to do turns of four and four minutes, and then two and a half
and two and a half minutes.

We have Mrs. Kusie for four minutes, please.
Mrs. Stephanie Kusie: Thank you, Chair.

[Translation]

Thank you for being here today, Mr. Giroux.
[English]

This will be the first year that the overall budgetary spending de‐
tailed in the main estimates has risen above the $400-billion thresh‐
old. The government crossed the $300-billion threshold in the
2020-21 fiscal year.

Monsieur Giroux, your predecessor Mr. Page said that the cur‐
rent government has been “rightly criticized for running relatively
loose fiscal policy” while resisting calls to implement stricter fiscal
anchors. That's just a quote I will use relative to the budget next
week.

You are quoted in one of my favourite publications, The Hill
Times, as stating, “It makes sense from that perspective, but it's
clearly an indication that the government is not shy about spend‐
ing”. The Hill Times said your office released an analysis of the
supplementary estimates on February 23, and you stated, “It's not
every year that there are three supplementary estimates: A, B, and
C.”

Do you want to expand on your comments in The Hill Times,
Mr. Giroux?

Mr. Yves Giroux: I can expand on the fact that three supplemen‐
tary estimates do not happen every year. That's true. Usually—well,
not usually, because it depends on the year—having supplementary
estimates (A) and (B) in a year used to be quite normal, years and
years ago. Having three supplementary estimates doesn't specifical‐
ly indicate a deeper inclination to spend. It's the amounts that mat‐
ter.

The quotes you just read are my words, and I stand by them. I
don't have anything else to add. I can't deny that I said that. The
Hill Times is a reputable publication. They did not misquote me.

● (1725)

Mrs. Stephanie Kusie: I agree.

The only edit I might make is that whereas as you said “A, B,
and C,” I would say the government would be “A, B, and S”, as in
“Always be spending”.

Some hon. members: Oh, oh!

Mrs. Stephanie Kusie: I'll move now to the significant increase
in statutory authorities. Can you elaborate on the role that you be‐
lieve inflation has played in these increases in statutory authorities,
please?

Mr. Yves Giroux: Inflation is playing an important role in the in‐
creases in statutory authorities because the main items in statutory
authorities or statutory spending are old age security, which is in‐
dexed to inflation and also is driven by the population growth of
those aged 65 and above, and transfers to provinces, which are in‐
dexed to inflation or have a minimum level of increase. Inflation
plays an important role in statutory expenditures.

Mrs. Stephanie Kusie: Would you say that the massive amount
of government spending has played a role in the increase in statuto‐
ry authorities?

Mr. Yves Giroux: Very indirectly. To the extent that someone
would say that government intervention has contributed to infla‐
tion, then there could be a feedback loop. Due to the inflation,
statutory authorities need to increase, so yes, it's a possibility.

Mrs. Stephanie Kusie: Finally, do you think the cost of living
crisis has played a role in the increased spending on statutory au‐
thorities?

Mr. Yves Giroux: Not directly. I think it's driven by inflation
and population growth.

Mrs. Stephanie Kusie: Thank you very much.

Thank you, Chair.

The Chair: Thank you.

We have Ms. Thompson for four minutes, please.

Ms. Joanne Thompson: Thank you.

Welcome back to the committee.
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During Minister Fortier's appearance, it was indicated that the
frozen allotments are due to the need to hold funds over for settle‐
ments and projects that require funding but are impacted by climate
and weather issues. We've certainly seen indications of that across
the country in the past year. Are these types of frozen allotments
important to ensuring good government operations?

Mr. Yves Giroux: In fact, they usually are done for very solid,
very good management reasons, in my experience at least. I can't
speak specifically to each and every one of them included in the
supplementaries.

They're done because conditions for the release of funds have not
yet been met. It's to ensure that funding is released to departments
only when the specific conditions have been met. For example, cer‐
tain triggers have been met, the department is ready or it has ful‐
filled its obligations as stated in the Treasury Board submission, for
example, or in a memorandum to cabinet. It is usually a good finan‐
cial management practice to have frozen allotments to ensure the
funding is released only when it's appropriate to do so.

Ms. Joanne Thompson: Thank you.

I'll switch now to executive performance pay for public servants.
Some have remarked on the use of this executive performance pay
for public servants and have criticized its use despite not hitting de‐
partmental targets. However, executive performance pay is part of
executive compensation packages and has no link to organizational
goals outlined in departmental targets.

Do you believe it's important to use such market-based incen‐
tives to motivate leadership to achieve results?

Mr. Yves Giroux: I think it's important to have at-risk pay as an
incentive to enhance performance among executives but also to re‐
ward high performers and distinguish them from average perform‐
ers or poor performers, which there are in any organization.

Ms. Joanne Thompson: Thank you.

In 2022-23, the Government of Canada requested $443.3 billion
in authorities: an increase of 6.8% over 2021-22, but a decrease of
6.6% compared with 2020-21. In your view, is this level of spend‐
ing consistent with Canada's fiscal anchor, that is, to reduce the
debt-to-gross domestic-product ratio?

Mr. Yves Giroux: It is consistent except for next year, the year
that will start April 1, where we expect to see an increase in the
debt-to-GDP ratio, which would be, based on what we know so far,
a blip or an anomaly in an otherwise downward trend at a moderate
pace in the debt-to-GDP ratio. However, that's based on informa‐
tion we have right now, which may change when the Minister of Fi‐
nance tables her budget next week.
● (1730)

Ms. Joanne Thompson: Thank you.

I have a very general question. You mentioned in a previous
round that the government does a reasonably good job around
sound debt management, and I'm really curious. For the pandemic
that we're technically coming out of, we're still seeing the side ef‐
fects across government departments and certainly within society.
Also, obviously, there are the very real geopolitical realities and cli‐
mate change realities that none of us could ever have predicted.

On the balance of trying to manage these in-the-moment crises,
I'll reference one on the southwest coast of my province of
Labrador—

The Chair: I'm afraid you're out of time. Would you be able to
provide a quick question?

Ms. Joanne Thompson: Basically, how do you manage those
unforeseen crises and then still also manage the work of the country
and the—

The Chair: I'm afraid that is our time.

Mr. Giroux, you'll have to get back to us if you have an answer
for that.

Ms. Vignola, you have two and a half minutes, please.

[Translation]

Mrs. Julie Vignola: Thank you very much, Mr. Chair.

Mr. Giroux, your report states the following:
As of November 2022, nearly $10 billion dollars have been spent on profession‐
al and special services this year - a record level compared to previous years over
the same period. The 2023-24 Main Estimates indicate that planned expenditures
on professional and special services will remain steady at $19.5 billion in
2023-24.

That number sets a record. In addition to the $10 billion spent in
this fiscal year to November 2022, the government has
320,000 public servants, which is also a record in absolute num‐
bers. However, it represents just under 1% of the population, which
could be considered more or less reasonable or normal.

How can you explain the combination of record spending on ex‐
ternal services and a public service that represents approximately
1% of the population? Do you have any concerns about these com‐
bined figures?

Mr. Yves Giroux: I have concerns about these two factors when
they are accompanied by perceived service shortcomings in several
sectors in which the government has an important responsibility.

Increasing the size of the public service is something that is de‐
pendent on government decisions. Increased use of consultants is
also a decision of the government and its senior officials or deputy
ministers. Both decisions make sense if services are greatly im‐
proved, but I think that all of you, as members of Parliament, prob‐
ably find that every day in your riding offices that these services are
not always meeting the expectations of citizens. That's where my
misgivings lie.

If the decision to increase spending on counselling services,
while also increasing the number of public servants, results in im‐
proved service delivery and more informed advice to ministers,
that's one thing. But if the expenditures increase in both categories,
while services do not appear to be improving, that's when I have
concerns.

Mrs. Julie Vignola: We have the same concerns.

Thank you very much for your time.
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The Chair: Thank you very much, Madame.

Mr. Johns, you have two and a half minutes.
Mr. Gord Johns: When Canadians didn't have enough PPE

when the pandemic started, the government called upon Canadian
small and medium-sized enterprises to establish a domestic PPE
supply.

I think of Wayward Distillery in my riding. They pivoted their
distillery to provide hand sanitizer for public safety workers, health
care workers and people on the front lines. They certainly stepped
up, and they invested in making sure that they had that. They were
called upon by the government and they delivered, but we didn't
honour our commitment to them.

The government started ordering foreign PPE and flooded the
market, driving the price down. We know the government and the
minister have made commitments to buy Canadian PPE, but it's not
flowing to the small suppliers.

Have you done an analysis on the impact on the Canadian econo‐
my of buying foreign PPE and on the multiplier effect when it's
produced domestically?

Lastly, in terms of security for Canadians, to ensure that, if there
is another PPE shortage in the future, we've strengthened and sup‐
ported our domestic PPE industry so that they're ready to respond
should there be a crisis.... I would imagine, right now, they're going
to be pretty reluctant.

I know, like I said, that Wayward Distillery in my riding got sad‐
dled with sitting on almost a million dollars' worth of product, and
they paid a hefty price dumping that at a loss.
● (1735)

Mr. Yves Giroux: It's an issue that certainly is important. It was
even more important a year or two ago, and it could become impor‐
tant again. Unfortunately, we have not looked at the economic im‐
pact of procuring PPE from abroad, or at the national security as‐
pect of relying mostly on foreign suppliers.

Mr. Gord Johns: Okay.

How much time do I have?
The Chair: You have 20 seconds.
Mr. Gord Johns: Going back to the question on student loans,

do you project that the elimination of student loan interest in April
2023 will affect Canadians' ability to pay their student loan debt?
Do you see that it would drop from what you're forecasting right
now?

Mr. Yves Giroux: The government decision to reduce effective‐
ly to zero the interest on student loans should result, in future years,
in the student loan debt writeoff to decrease progressively. Given
that it's a seven-year process between the time the debt becomes
questionable until it's written off, it will take several years to be re‐
flected in student debt writeoff. It should have a marked impact on
the number of student loans in default.

Mr. Gord Johns: Super. Thank you again.
The Chair: Mr. Johns, thank you.

Mr. Giroux, thank you very much.

Ms. Vanderwees, I'm sorry you didn't get a chance to interact
with us, but it is always a pleasure to have our honoree OGGO
member from PBO join us. Thank you very much.

Colleagues, I have two very small housekeeping announcements.

The committee is going to be considering the recommendations
for the report on travel expenditures related to the office of the
Governor General's secretary since 2014 for the second hour on
March 27. I do encourage everyone, because we had so many rec‐
ommendations and so many overlapping.... We agreed to pare them
down to discuss among each other.

The second item is that the committee will receive a brief presen‐
tation from the legislative clerk at the start of the second hour on
March 27 on Bill C-290, an act to amend the Public Servants Dis‐
closure Protection Act. If you recall, we were going to have them
in, but it got bumped.

If there's nothing else, colleagues, we will adjourn. Thank you,
everyone.
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