Implementing Sustainable
Development Strategies: Year Two

Work in Progress






Table of Contents

Page
Main Points 1-5
Introduction 1-7
Focus of the audit 1-7
Observations and Recommendations 1-8
What Ministers and Their Departments Were Asked to Do 1-8
What Departments Did 1-9
Did Departments Do What They Said They Would Do? 1-11
Have Departments Established the Capacity to Implement Their Strategies? 1-13
A well-functioning management system is a strong indicator that intended results
will be accomplished 1-14
Our More In-Depth Look Revealed Progress but Also Gaps in Capacity 1-15
Closing the Gaps 1-17
Conclusion 1-18
About the Audit 1-20
Exhibits
1.1 Departments That Tabled Sustainable Development Progress Reports 1-8
1.2 Guideline for the Preparation of Departmental Performance Reports to Parliament for the
Period Ending 31 March 1999 1-9
1.3 Percentage of Departments That Provided the Information Specified in the TBS Guideline 1-10
1.4 Reporting Format Used by Natural Resources Canada 1-12
15 Implementation of Sustainable Development Strategy Action Plans 1-13
1.6 A Management System Approach 1-14
1.7 Key Requirements of the ISO 14001 Environmental Management System 1-15
1.8 Established Management Practices Compared With the ISO 14001 Standard 1-16
1.9 Departmental Conformance to ISO 14001 Requirements 1-17
Appendix
Economic Development Agency of Canada for Quebec Regions — Managing Implementation
of the Sustainable Development Strategy 1-22
Report of the Commissioner of the Environment and Sustainable Development — 2000 1-3






Implementing Sustainable
Development Strategies: Year Two

Work in Progress

Main Points

1.1 The information that most departments provided in their second annual progress reports on sustainable
development strategies continued to fall well short of the information specified in the Treasury Board’s Guideline
for the Preparation of Departmental Performance Reports to Parliarhest parliamentarians, Canadians and

other stakeholders will find it difficult to judge whether the strategies are on track or whether corrective action is
required. We expect that the quality of reporting will improve as departments adopt a more systematic approach to
managing strategy implementation.

1.2 Overall, strategy implementation seems to be progressing. Based on our assessment of the information
reported by departments in 1999, they met about 20 percent of the commitments set out in the sustainable
development strategies, compared with 11 percent in 1998. Departments are also working on their management
practices for implementing the strategies. Last year we reported that, on average, departments had established
about one third of the management practices reflected in the ISO 14001 management standard, which is a
benchmark of good practice. This year, on average, the six departments we examined were applying about half of
those practices.

1.3 However, in four of the six departments, the management practices do not yet provide reasonable
assurance that their strategies will be implemented consistently and achieve the intended results. We continue to
believe that departments should establish and apply a management systems approach to support the
implementation of their strategies.

Background and other observations

1.4 In 1997, 28 federal government departments and agencies tabled their first sustainable development
strategies in the House of Commons. Since then, they have been working to implement their strategies.
Departments are required to report annually to the House on their progress. This chapter provides the
Commissioner’s second annual assessment of that progress.

15 In his 1998 report, the Commissioner recommended that departments establish clear and measurable
targets that they, parliamentarians and the public could use to judge whether or not the strategies are being
implemented successfully. This year we reviewed the departments’ revised targets to determine whether they had
clearly stated the criterion or measure of success for each target and indicated an expected completion date. About
50 percent of the revised targets include a clearly stated criterion or measure of success and an expected
completion date. Only 45 percent of departments included targets and performance indicators in their performance
reports.

1.6 Last year we examined the management practices that six departments were following to implement their
sustainable development strategies. As a benchmark of good practice, we used the 1ISO 14001 standard for
environmental management systems. This year, using the same benchmark, we assessed the management practices
of another six departments. In four of them we found significant gaps between their practices and the 1SO

standard. These four departments are still in the early stages of establishing a systematic approach to strategy
implementation. They have not yet adopted a systematic approach to identifying their priorities, defining

management expectations, assigning accountability for results at lower levels in the organization and identifying
related training needs, or performing the self-assessments that would facilitate steady improvement.
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Introduction Focus of the audit

N o 1.12  In conducting the audit, we set
17 The position of Commissioner oyt to answer two main questions: “Are
of the Environment and Sustainable federal departments doing what they said

Development was created by amendmentgey would do in their strategies?” and
to theAuditor General Actn 1995. The “Have departments established the
Commissioner’s principal duty under the capacity to implement their strategies?”
Act is to monitor and report annually

to Parliament on the extent to which 1.13  To determine whether
departments have implemented their ~ departments are doing what they said
action plans for sustainable developmentthey would do, we compared the goals,

and met their objectives. objectives, targets and actions set out by
each department in its 1997 strategy with

1.8 In 1997, 28 federal departments the performance information each

had their first sustainable development presented in its October 1999 progress

strategies tabled in the House of report. We accepted at face value the

Commons. The objective of the strategieslepartments’ assertions about the progress
was to put the concept of sustainable  they had made.

development into practice by articulating
what each major department across the
federal government needed to do.

1.14  We reviewed the strategies and
the departmental performance reports of
28 departments (see Exhibit 1.1). We
1.9 The strategies contained each requested copies of any additional, more .
department's action plan, including the ~detailed sustainable development progreswhat they said they
objectives and targets that the departmenfiéports that departments had prepared, ange|d do? Have they
and others would use as benchmarks ~ We also reviewed these.

i established the
for measuring progress. To ensure 115 Last year, to examine

af:countablhty for result;, ministers were departments’ capacity to implement capability to get the
directed to report in their annual their sustainable development strategies, job done?
depz_irtmental performance reports _to we compared six departments’ related |
Parlla_ment on progress toward t_helr management practices with recognized

sustainable development commitments. standards of good management practice.

1.10  In October 1999, ministers T_h|s year we chose another
tabled their second annual sustainable > departments and repeated the process.

development strategy progress reports, 116  The departments we selected
based on progress to 31 March. The  represent a cross-section of policy,
purpose of these reports is to inform program and operational mandates:
parliamentarians whether the departmentgb|icitor General Canada, Economic
Strategy is on track and, if nOt, what is Deve'opment Agency of Canada for

being done to get it back on track. Quebec Regions, Department of Fisheries
and Oceans, Canadian Heritage, Canada

1.112  This is the Commissioner_’s Customs and Revenue Agency and
second report on the progress being madgeqiern Economic Diversification
by departments. Our objectives are to give., 4o

parliamentarians information they need

Are departments doing

to oversee departments’ progress in 1.17  We believe it is results that
implementing their sustainable matter to parliamentarians and Canadians,
development strategies and to help not the systems or procedures that produce

departments understand their managemetitem. However, the Commissioner has
obligations and good practices for meetingegularly observed that there is a
them. persistent gap between the commitments
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Our current emphasis
on good management
practices is founded
on the premise that
they go hand in hand
with good results.

Exhibit 1.1

Departments That Tabled
Sustainable Development
Progress Reports

made by departments and the results theObservations and

achieve. He has referred to this as “the .

implementation gap”. Our current Recommendations

emphasis on good management practices

is founded on the premise that they go  What Ministers and Their

hand in hand with good results. Our Departments Were Asked to Do
approach is intended to reinforce good

management practices, which we believel.20  The annual departmental

will contribute to achieving expected performance reports are the key means
results over the long term. We expect thapf documenting and communicating the
the implementation gap will begin to clos@rogress of federal departments in

as federal departments apply a implementing their sustainable
management systems approach to development strategies. The process of
implementing their strategies and preparing them informs management
reporting results. where the department stands in relation to

its objectives and identifies opportunities
1.18  The criteria we used to assess  for improvement. The reports are thus the
the management capacity of the key mechanism for keeping the
six departments reflect the principles set systainable development strategies on
out by the International Organization for track. They are also an important tool for
Standardization (ISO) in its environmentathe Commissioner of the Environment and
management system standard 14001. Theystainable Development and others

ISO 14001 standard is a widely acceptedinterested in monitoring the progress of
benchmark of good management practicehe 28 departments.

and due diligence. The standard is i
consistent with the Treasury Board 1.21  To help departments prepare their
Secretariat's principles of good performance reports, the Treasury Board

Secretariat published its Guideline for the
Preparation of Departmental Performance
Reports to Parliament (see Exhibit 1.2).
1.19 Additional details on the audit  The Guideline clearly specifies the

can be found irbout the Audit at the sustainable development performance

management for planning, reporting
and accountability structures.

end of this chapter. information that departments should
e Agriculture and Agri-Food Canada ¢ Human Resources Development Canadal
e Atlantic Canada Opportunities Agency « Indian and Northern Affairs Canada
¢ Canada Customs and Revenue Agency + Industry Canada

* Canadian Environmental Assessment Agency. Department of Justice

+ Canadian Heritage  Department of National Defence
» Canadian International Development Agency Natural Resources Canada
(CIDA)

© e e (e e Camds » Office of the Auditor General of Canada

. . ¢ Public Works and Government Services
¢ Correctional Service Canada

] Canada
¢ Economic Development Agency of Canada

for Quebec Regions
¢ Environment Canada

Royal Canadian Mounted Police
¢ Solicitor General Canada

« Department of Finance + Transport Canada

« Fisheries and Oceans ¢ Treasury Board Secretariat

« Foreign Affairs and International Trade * \eterans Affairs Canada

* Health Canada * \Western Economic Diversification
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include in their reports for clear and measurable targets that are
parliamentarians and others interested inkey to the success of the sustainable
monitoring the government’s progress  development strategy process. To rectify
toward sustainable development. this, he asked departments to review their
strategies and to establish a clear set of
targets that they, parliamentarians and the

finf ion: the K ) eﬁublic could use to judge whether or not
of information: the ey Commltmen_ts Sel the strategies are being implemented
out by departments in their strategies; the

o successfully.

indicators or measures that departments

and others can use to gauge progress ]
toward those commitm%ntsg; tr?e t?irgets th‘;Nhat Departments Did
departments expected to achieve during
the reporting period; a summary of
accomplishments related to each target;
and corrective actions being taken to
ensure that commitments are met. The
summary information provided in the

1.22  Specifically, the annual progress

1.24  All departments that tabled a
sustainable development strategy in 1997
also tabled a sustainable development
progress report as a subsection of their
October 1999 departmental performance

departmental performance reports is also'€pPorts. We assessed the extent to which

to be cross-referenced to other documentg1e reports provided the information
to allow access to more detailed requested by the Treasury Board
information Secretariat in its Guideline. We found that

the extent to which departments followed
1.23 In his 1998 Report, the the Guideline varied, and so did the
Commissioner concluded that almost all quality of the information in the reports
departments had failed to establish the (see Exhibit 1.3).

The purpose of the Sustainable Development Strategies (SDS) subsection is to apprise Exhibit 1.2

parliamentarians of progress made against commitments since the SDS was submitted, and any
corrective action being taken. In other words, whether the organization is on track or not, and if Guideline for the Preparation
not, what will be done to get it back on track? Updates or further development of components ofof Departmental Performance
the SDS should be noted. Reports to Parliament for the

Period Ending 31 March 1999
Departments should report on specific results of SDS initiatives where appropriate in the body of

their report. In addition, a brief summary narrative or a listing of where the information can be
found (or both) should be included here. To facilitate reporting and encourage a logical flow |of
information, departments should report the following information in a narrative of about a
half-page in length (and not more than one page):

1. key goals/objectives/long-term targets;

2. performance indicators or performance measurement strategy;
3. targets for the reporting period;

4. progress to date; and

5. any corrective action.

Where commitments are shared across departments, this should be noted and interdepartmental
discussions should be held to ensure consistency in reporting. A substantial investment of
resources in the SDS, as a whole, or in specific initiatives, if identifiable, could be highlighted as
well.

Because only highlights are included, these should be referenced so that the reader of the DPR is
able to access sources of additional information (e.g. reports, other publications, and Internet

addresses). Source: Treasury Board

Secretariat
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Departments
frequently described
the activities they had
undertaken but
generally did not
indicate whether they
had met the targets.

Exhibit 1.3

1.25 We also reviewed the revised  do and whether or not it is moving
targets that departments presented in  forward with its strategy.

response to the Commissioner’s 1998

recommendation. Performance targets 1-28  In many cases, the targets we
provide a point of reference against whict{€Viewed describe ongoing or routine

progress can be measured. They need topractices_. For example, one department’s
be specific about the expected results, Strategy includes a target to “develop and

including measures or indicators of implement policies and programs that

success as well as completion dates. consider broa_d honzqntal pollcy’ issues
and are consistent with Canada’s social,

economic and environmental well-being.”

1.26  This year about 45 percent In its progress report, the department

of departments included targets and stated about this item that a “legislative
performance indicators in their progress review exercise supported by new
reports, compared with 35 percent last research . . . is allowing the department to
year. About half of the targets we look closely at the social and economic

reviewed had a completion date and a consequences of current and proposed new
clear measure or indicator of success. policy directions.”

1.29 In this case, the department has
1.27  Departments frequently describedstated both its expected results and its
the activities they had undertaken but  reported accomplishments in terms too
generally did not indicate whether they vague to allow for an objective assessment
had met the targets. Very few departmentef progress. The department indicates in
mentioned difficulties they had its performance information that its
encountered in implementing their legislative review is allowing it to “look
strategies, shortcomings, or corrective  closely” at the issues. However, it does
actions they were undertaking to keep thenot say whether it has actually met its
strategies on track. As a result, readers atarget to “develop and implement”
often left wondering whether or not a sustainable development policies or
department has done what it said it wouldorograms. The summary progress

Percentage of Departments That Provided the Information Specified in the TBS Guideline

The quality of sustainable development progress reports varied widely.

Key goals, objectives and long-term targpts

Related performance indicators or performarlu,e |

measurement stratel

\V

Targets for the reporting peri?d |

Progress to datF

Corrective actioju |

Sources of additional information D
progress referenc

\ \ \ \ \ \ \ \ \ \ \
0 10 20 30 40 50 60 70 80 90 100

Percentage

1-10
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report for this department was not framework are essential steps toward
cross-referenced to other documents to producing useful performance information
allow access to more detailed informationfor Parliament. The progress reports
Indeed, 23 of the 28 departments did not tabled in the House of Commons need to
cross-reference additional information, provide enough information for members
although this is specified in the Treasury of Parliament to judge whether action
Board Guideline. plans for sustainable development have

. been fully implemented and the objectives
1.30 Several of the more detailed achieved.

progress reports that departments provided

in response to our request referred to key1.34  Overall, the performance
objectives and summarized related information in the 1999 progress reports
activities the departments had undertakemontinues to fall short of expectations. It
during the reporting period. The best of thus limits the ability of parliamentarians
these reports clearly indicated each actioand others to determine whether or not the
item as either completed or in progress, strategies are on track and what corrective
thereby giving readers a better sense of actions departments are taking.

the extent to which the department had

implemented the actions set out in its Did Departments Do What They
strategy. . Only half of the

Said They Would Do?
1.31  As was the case last year, departments included
information on the status of each activity 1.35 ~ The 1997 sustainable taraets in their
made it easier to monitor progress on thedevelopment strategies were intended to g
action plans and conveyed a greater seng@Vver the three-year period ending in ~ progress reports and

of assurance about the department’s December 2000. In their second annual

capacity to manage activitirés and track Progress reports to Parliament, only about half the
progress. Exhibit 1.4 presents the departments reported having performance targets
reporting format used by Natural accomplished on average about 20 percelatre clear and
Resources Canada. In contrast to most oPf what their strategies said they would do

the reports, it clearly indicates the extent (see Exhibit 1.5). measurable.
:Zr\g:tlg.h the department has met its 1.36  Most departments referred to

some of the objectives of their sustainable
1.32  Departments, however, have development strategies (Exhibit 1.3) and
continued to use terms like “encourage,” reported activities they had undertaken for
“enhance,” “improve,” “promote,” sustainable development during the
“assist,” and “facilitate,” without defining reporting period. However, since only half
parameters for action, such as measurablef the departments included targets in
benchmarks or expected completion datehieir progress reports and only about half
Departments have generally not specifiedhe performance targets are clear and
the results they expect to achieve or whemeasurable, there is little objective basis
they expect to achieve them. They have for judging progress.

still not been clear enough about how we

will know when they have succeeded. ~ 1-37  Like last year, departments

generally reported the activities they had
1.33  We recognize that it will take undertaken. The large number of activities
time for departments to establish the they reported often caused the reader to
management practices they will need to lose sight of the departments’ sustainable

implement their strategies. However, development objectives. Departments
establishing clear performance generally did not indicate whether or not
expectations and adopting a they had achieved their objectives, and in
straightforward, logical reporting many cases the links between actions and

Report of the Commissioner of the Environment and Sustainable Development — 2000 1-11
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Exhibit 1.4

Reporting Format Used by Natural Resources Canada

The progess report of Natural Resaugs Canada also provides a useful summary of
progress for parliamentarians. The Department's 1999 report indicates that it has
accomplished 70 of the 125 targets set out in its Sustainable Development Strategy.

Goal 31 Minimiring the impacts of natural resovrce developmant and

use on the environment and the safety of Canadians.
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objectives were too abstract to allow for
an assessment of progress.

1.38 Some departments continued

to report on activities that were not
mentioned in their strategies. Ten
departments provided no information on
progress toward their strategic objectives
For these departments, there was no

information available to assess the extenty 40 To gain a better perspective on

to which they had implemented their
action plans for sustainable development
or achieved their objectives. This
represents a significant gap. The

sustainable development commitments of.ompared those management practices

these departments represent more than
25 percent of the total number of action
items set out by the 28 departments.

1.39 For most departments, beyond
tallying the percentage of activities they
reported having accomplished, we were
unable to conclude from their progress

Implementing Sustainable Development Strategies:
Year Two — Work in Progress

concise format such as the one specified
in the Treasury Board Guideline, those
interested in monitoring progress will lack
the information they need to do so.

Have Departments Established
the Capacity to Implement Their
Strategies?

Until departments
report against clear
targets using a logical,

departments’ capability to carry out their concise format such
strategies, we looked at the management as the one specified

practices the six departments are using
to implement their action plans. We in the Treasury Board
Guideline, those

interested in

monitoring progress
1.41 The ISO 14001 standard is the ;
product of broad stakeholder consultation will lack the
and consensus on the elements of good information they
management practice. It has received need to do so.

with the requirements of the 1ISO 14001
environmental management systems
standard.

reports whether the strategies are on tracknanimous approval from the standards

or whether the departments are
progressing toward sustainable
development. Until departments report
against clear targets using a logical,

%
100
90—
80—
70—
60—
50—
40—
30—
20—
10—
0—

5 6 7 8 9 10

1100000

bodies of 67 countries, including the
Standards Council of Canada. It is
considered to be consistent with
sustainable development and compatible

Exhibit 1.5

Implementation of Sustainable Development Strategy Action Plans

Percentage of total SDS commitments
reported accomplished since 1997
————————————— Average 20%

1 [R]n]n[a ——

11 12 13 14 15 16 17 18 19 20 21 22 23 24 25 26 27 28

Departments
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Where senior
management is
committed to
achieving results, a
management system
will enhance an
organization’s capacity
to anticipate key
issues and to achieve
its performance
objectives.

Exhibit 1.6

A Management System Approach

with diverse cultural, social and
organizational frameworks.

1.45 Where senior management is
committed to achieving results, such a
system will enhance an organization’s
1.42 All six departments we chose for capacity to anticipate key issues and to
this component of our monitoring work ~ achieve its performance objectives. A
had indicated in their 1997 strategies thatwell-functioning management system
they were developing management helps to “operationalize” a sustainable
systems to address their environmental development strategy, provide reasonable
issues. Two of the six indicated that their assurance that the action plan will be
management systems would conform to implemented consistently and reliably,
ISO 14001. and improve confidence that intended
results will be achieved.

1.46 Exhibit 1.7 summarizes the type
of practices and procedures one sees
where environmental issues and
sustainable development are being
managed effectively. Documenting
practices and procedures is not always
necessary for effective management, but it
does serve a number of important
purposes. It helps to ensure that the
organization’s policies are implemented
consistently over time. It helps to reduce
the risk of, for example, the loss of
corporate memory that can result from
staff turnover. Documented policies,
practices and procedures can also prove
helpful in demonstrating that an
organization has exercised due diligence
in addressing an issue or preventing a
problem — a key test in determining
legal liability.

A well-functioning management system
is a strong indicator that intended
results will be accomplished

1.43 A good management system

is a cyclical process that links an
organization’s objectives, action plans
and results. Exhibit 1.6 illustrates this
management cycle. The purpose of a
management system is to provide an
organization with reasonable assurance
that its work is conducted in accordance
with applicable regulatory requirements,
professional standards and the
organization’s own policies and
procedures.

1.44 A well-designed management
system provides a structured process for
achieving continual improvement. It is a
strong indicator that intended results will 1 .47 In 1994, the government directed
be accomplished. As a result, ISO 14001 departments to establish environmental
is becoming widely established as the = management systems and to emulate the
standard of due diligence for managing best practices followed in other sectors.
environmental issues and sustainable  Departments were further directed to
development. make their management systems and

Policy
Sustainable Development Strategy ‘
Continual
Improvement in the
Management Review Management System Planning
and Departmental
‘ Performance ’
Checking and Corrective Implementation
Action - and Operation
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operational practices more consistent witlhas a highly developed management

sustainable development. system for strategy implementation. Its
148  Accordinaly. in fulfil general management system conforms to
' ccordingly, in Tultifiing the 1ISO 9000 quality management systemA management system

his annual monitoring duties the
Commissioner relies on recognized
standards of practice for environmental i bie development strategy. guarantee a good
management and sustainable It and will not
development. This is much the same as result and wifl no
financial auditors’ reliance on accepted 1 50 The Agency’s current practices make up for a lack
principles and criteria of control as part ofsatisfy almost 90 percent of the .
monitoring and providing assurance in  requirements of the 1ISO 14001 of clear objectives
their audit work. environmental management systems or of sustained

standard. This supports our contention thaéommitment b
Our More In-Depth Look Revealed good general management practices, like y

standard, and it has adapted that system gn its own does not
to manage the implementation of its

Progress but Also Gaps in those of the 1ISO 9000 standard, are management.
Capacity generic and transferable. The Appendix to

this chapter summarizes how the Agency
1.49 The Economic Development applied its existing management system to

Agency of Canada for Quebec Regions implementing its strategy.

Exhibit 1.7

Key Requirements of the ISO 14001 Environmental Management System

POLICIES: Communication of Policies and Performance Expectations

Policies, procedures, objectives and targets for identifying and managing the organization’s environmental and sustainable
development aspects with clear commitments to regulatory compliance, pollution prevention, and continual improvement

PLANNING: Assignment of Responsibilities and Resources

Clearly defined, documented and communicated roles, responsibilities and authority for those whose work may have significal
environmental and sustainable development impacts; and allocation of the appropriate resources (human, technical, financial
necessary for training and implementation

IMPLEMENTA TION and OPERATION: Development of Policies, Processes, Procedures and Work Instructions

nt

« that reflect the environmental and sustainable development aspects of the organization’s programs, activities, prodaets or serv

and its related policies

« for the communication of the system for managing the organization’s environmental and sustainable development aspects to

stakeholders such as employees, clients, suppliers and contractors

« to ensure the competencies, training and awareness required to manage the organization’s environmental and sustainable
development aspects

« to monitor and assess the adequacy of the system for managing the organization’s environmental and sustainable deveity

« to perform timely corrective or preventive action on non-conformance with the management system, regulatory requiremen
and/or the organization’s policy commitments for the environment and sustainable development

« for the identification, maintenance and protection of documents and records related to the system for managing the ¢sganiz
environmental and sustainable development aspects

CHECKING, CORRECTIVE ACTION and MANAGEMENT REVIEW

Periodic review by senior management of the adequacy of the system for managing the organization’s environmental arel sus
development aspects, and ensuring that corrective actions are taken to improve its performance

ment aspe
ts

ation

tainabl

Source: Office of the Auditor General
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Departmental
practices are most
developed at the
planning stage of the
overall management
cycle. They become
weaker as the
departments move
from planning to
implementation.

Exhibit 1.8

1.51 Solicitor General Canada the management systems of those agencies
provides policy and administrative supponhext year.

to several arm’s-length agencies that fall
within the Minister’s portfolio. However,
the programs and activities of those
agencies, many of which have the
potential to affect the environment and
sustainable development, are outside the
scope of the Department’s sustainable
development strategy. The Department
relies on the agencies to address these
issues themselves.

1.54 The four other departments we
looked at in depth are working to establish
processes and procedures to implement
their strategies. Their current management
and control practices are not yet
developed enough to provide reasonable
assurance that their action plans will be
achieved. Exhibit 1.8 presents the results
of our comparison of current management
practices in the six departments with the
major elements of ISO 14001. Results for
each department we looked at this year are
shown in Exhibit 1.9.

1.52 Given those limitations, we found
that the Department’s planning practices
are thorough and it is implementing its
strategy through its existing Planning, 1 .55 Last year we reported that
Reporting and Accountability Structure. departmental practices were most
We concluded that while it could improve developed at the planning stage of the
the management system, particularly  management cycle. They became weaker
documentation, its practices for as the departments moved from planning
implementing its strategy show no to implementation, and weakest at the
significant deficiencies. checking/corrective action and
management review stages. In four of the
1 .53 It is noteworthy that two of the six departments discussed in this chapter,
Department’s sub-agencies tabled their our observations are consistent with those
own sustainable development strategies iaf last year (see the Commissioner’s 1999
1997, recognizing their significant Report, Chapter 1, paragraphs 1.51 to
potential impact on the environment and 1.67). With the exception of the Economic
sustainable development. We plan to audibevelopment Agency of Canada for

Established Management Practices Compared With the ISO 14001 Standard

Averages for the six departments we examined in 1999 and the six in 1998.

R

Implementation and Operati_ |

[] 1999 _ _ _
Checking and Corrective Actd__l
B 1998
Management Revie\F|
Al ASpeCts——l
\ \ \ \ \ \ \ \ \ \ \
0 10 20 30 40 50 60 70 80 90 100
percentage
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Quebec Regions and Solicitor General is taken when performance is not meeting
Canada, we found that: expectations; and

. departments have yet to itemize or * although we were told that top
prioritize regulatory and other potentially Management has periodically reviewed

applicable environmental and sustainableProgress toward strategy objectives, we
development obligations; found no documentation showing the

results of the reviews or management
+ departments have yet to establish amdcommendations for corrective action.
apply systematic practices, procedures and
work instructions for strategy Closing the Gaps

implementation, monitoring and control; Current management

1.56 Two of the departments we .
and control practices

- departments have yet to assess theitooked at this year are well on the way

training requirements; to establishing good management and  are not yet developed
control practices for strategy .
+ most departments have yet to implementation. Several departments  eNough to provide
perform an internal audit of their produced clear, concise performance  reasonable assurance

management practices for environmentalinformation for Parliament, in accordance that the acti |
issues and sustainable development;  with the Guideline they were provided. at the action plans

will be achieved.

« top management has generally 1.57 However, most departments’
not reviewed the adequacy of the management and reporting practices for
departments’ management practices for their sustainable development strategies
strategy implementation; remain in the early stages of development.

We observed many of the same gaps in
- performance targets and performancganagement practices as last year.
reporting are non-existent or vague, and Accordingly, our recommendations from

consequently departments (and our work this year are consistent with
independent stakeholders) lack the those of last year.
information necessary to track progress or ) )
take corrective action: 1.58 In their sustainable development
strategy progress reports, departments
« most departments have no need to clearly communicate to members

procedures to ensure that corrective actiasf Parliament and Canadians the results

Exhibit 1.9

Departmental Conformance to ISO 14001 Requirements

Average for the six departments |

Economic Development Agency qof |
Canada for Quebec Regions

Solicitor General Canada |

Western Economic Diversification Canada |

Canada Customs and Revenue Ageicy |

Fisheries and Oceanls |

Canadian Heritage |

\ \ \ \ \ \ \ \ \ \ \
0 10 20 30 40 50 60 70 80 90 100

percentage
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they have achieved in relation to key 1.63 We believe that it is feasible to
strategy goals, targets and indicators, anéxpand the scope of general management
they need to explain variances and systems to encompass strategy
corrective actions required. Departments implementation. Departments ought to
need to be specific about the extent to  consider adapting their existing Planning,
which they have implemented their actionReporting and Accountability Structures
plans for sustainable development and or apply similar good management
achieved the objectives. They need to  practices such as those reflected in the
report on a consistent basis, allowing for ISO 9000 and 14001 standards.
some comparability from one year to the
next, and they need to cross-reference theonc|usion
reports to more detailed information.

1.64 This chapter provides our second
1.59 Departments should use the annual assessment of departmental

reporting format presented in the progress in implementing sustainable
Treasury Board Guideline for the development strategies. Overall,
Preparation of Departmental departments are progressing. In 1999 they
Performance Reports to Parliament. reported having met on average about

20 percent of the commitments set out in

1.60 The individuals responsible for their strategies, compared with 11 percent
imp'ementing the Strategies’ inc|uding in 1998. As Exhibit 1.5 indicated, the
those responsible for internal audit and efforts of some departments are building
management review, need appropriate momentum.

training on the purpose and key 1.65 As we found last year, the quality

requirements of a management system. o information that departments provided
in their progress reports varied widely.

1.61 Departments need to perform  Several departments followed the

regular assessments of their managementreasury Board Guideline for reporting

systems to assess the extent to which theyn progress and provided clear,

support the achievement of objectives an@nderstandable information on the status

to identify gaps between their systems  of the actions set out in their sustainable
and good management practices. Senior development strategies.

management needs to review the findings
The performance and recommendations of those 1.66 However, the performance
information provided assessments and ensure that necessary information provided by most departments

corrective action is taken promptly. continued to fall well shortof
by most departments expectations. Thus, it remains difficult to

judge whether the strategies are on track
or whether corrective action is required.
We expect that the quality of reporting

will improve as departments adopt a more
systematic approach to managing strategy
implementation.

continued to fall well 1.62 Departments should establish
and apply management systems to
support implementation of their
strategies. In doing so, they should give
priority to assessing and meeting
training needs, establishing the

short of expectations.

monitoring and reporting practices 1.67 In our 1998 report we

necessary to provide clear performance recommended that departments establish
information to Parliament, and clear and measurable targets that they,
adopting the periodic self-assessment  parliamentarians and the public could
and review practicesnecessary to use to judge whether or not they are

identify and close gaps between their successfully implementing their strategies.
current practices and good management This year we reviewed the departments’
practices. revised targets and found that about half
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included a clear criterion or measure of priorities, defining management

success and a clearly stated completion expectations, assigning accountability for
date. In their departmental performance results at lower levels of the organization,
reports to Parliament, about 45 percent ofdentifying related training needs, or

the 28 departments reported progress  performing the self-assessments that
toward their targets. would facilitate steady improvement.

1.68 We also took our second annual

look at the capacity of departmentsto 1 .69 Thus, the current management
implement their strategies. Using relevantontrol practices for strategy

sections of the ISO 14001 environmental implementation in four of the
management system standard, we six departments do not provide assurance
examined six departments’ practices that they will implement their action plans
and procedures for implementing their  consistently or achieve the intended
strategies. We found that four of the results of their strategies. To remedy that
six departments are still in the early stagedeficiency, we have recommended that
of establishing a systematic approach to departments establish management control
strategy implementation. There are systems, giving priority to training
significant gaps between their practices requirements, monitoring and reporting
and the ISO 14001 benchmark. These practices and the self-assessment and
four departments have not yet adopted a review practices necessary to facilitate
systematic approach to identifying their improvement.
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JJ* About the Audit

Objective

A key duty of the Commissioner of the Environment and Sustainable Development is to monitor the progress
of departments in implementing their action plans and achieving their objectives for sustainable development.
The long-term goal of this work is to promote understanding, accountability and best practices in the
management of environmental and sustainable development issues in federal government departments.

The objectives of our audit were to influence departmental performance in the management of environmental
and sustainable development issues, through better Parliamentary understanding and oversight of
departmental performance; and to promote a better understanding among departments of their obligations and
best practices for meeting them.

Scope and Approach

The Commissioner’s second audit of sustainable development strategy implementation consisted of two
complementary components:

1. An examination of departmental performance reports (DPRs) focussed on the extent to which the
28 departments and agencies that tabled sustainable development strategies in December 1997 had
reported progress on the action plans and commitments set out in their strategies.

For all 28 departments, we reviewed the sustainable development content of the DPRs tabled in
Parliament and supplementary documents that were referenced therein or that were provided to us in
response to our request for information. To facilitate this component of our audit, we developed an
electronic database containing all of the “commitments” made by each department in its strategy. The
database allowed us to compare the accomplishments reported by the 28 departments in their progress
reports with the goals, objectives, targets and actions contained in their sustainable development
strategies. We did not audit departmental accomplishments to verify the accuracy of reported results; this
will be the subject of future work.

Relying on the information contained in the DPRs and supplementary progress reports provided by the
departments, we assessed the extent to which the departments had done what they said they would do in
their strategies. We also assessed the extent to which departments provided the performance information
specified in the Treasury Boa@lideline for the Preparation of Departmental Performance Reports to
Parliament.

2. The capacity audit component of our work focussed on the management practices being applied to
implementation of the sustainable development strategies in six departments relative to established
standards of effective management and control.

To facilitate this work, we developed an audit program based on the International Organization for
Standardization (ISO) 14001 standard. ISO 14001 has received unanimous approval from the standards
bodies of 67 countries, including the Standards Council of Canada, and is becoming established as the
standard of due diligence for managing environmental and sustainable development issues.
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We cross-referenced these criteria with the general criteria of good governance set out by the Canadian
Institute of Chartered Accountants in its Criteria of Control, and with common principles of good
management set out by the Treasury Board Secretariat in its guideline for departmental planning,
reporting and accountability structures.

We provided our audit program, including a list of suggested documentary evidence, to the six departments
approximately two months in advance of our examination. We scheduled and conducted on-site interviews
and document reviews at each of the six departments to conclude whether the departments had established the

capacity to consistently and reliably implement the action plans set out in their sustainable development
strategies.

Audit Team

Acting Commissioner: Richard Smith
Director: Andrew Ferguson

Holly Shipton
Hilary Stedwill

For information, please contact Richard Smith.
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Appendix

Economic Development Agency of Canada for Quebec Regions — Managing
Implementation of the Sustainable Development Strategy

To increase its ability to evaluate and control the environmental impact of its activities, the Economic Development
Agency of Canada for Quebec Regions has gradually adjusted its management practices. The Agency has made some
aspects of environmental management part of its quality system, developed in accordance with the 1ISO 9002 standard.
This involves monitoring Agency activities that could have an impact on the environment and sustainable

development (ESD) and, where required, taking Agency and government ESD approaches and statutory requirements
into account in the system for delivering financial and non-financial services.

Policies and strategic approaches

The Agency updates its strategic approaches on the basis of three main sources of information: diagnosis of
Sustainable Development Strategy implementation by an independent firm, regular monitoringbstaineable
Development Committeeand a watch conducted through the Agency’s participation in a variety of related federal
interdepartmental tables.

Planning

The Agency has adopted antion plan with operational objectives, which defines roles, responsibilities and
deadlines.

Responsibility for developing and implementing the action plan was assigned to the members of the SD Committee,
who represent the Agency’s various branches and play an active role in setting sustainable development priorities and
objectives.

Implementation

The Agency has introduced mechanisms for improving its ISO 9002 quality system, in order to take ESD into account
in its day-to-day operations. Control of ESD impact in projects financially supported by the Agency is ensured through
compliance with th&€€anadian Environmental Assessment, Aw¢ decision criteria for which have been added to

project analysis forms. ESD concerns have also been included in the procurement procedure.

The various standards linked to the Agency’s quality system are used throughout its programming and for some
internal support services: application intake, ministerial correspondence, advisory services, economic leadership,
applications for financial assistance, purchasing and document management.

The members of the SD Committee share duties related to implementation of the Agency’s Sustainable Development
Strategy (SDS), with some branches taking the leadership role for specific activities.

Management and control

Service delivery procedures are clearly described in the Agency’s ISO 9002 quality system. They include steps linked
to the processing of files, reference documents (acts, regulations and guidelines) and the forms to be used (quality
records). All employees must follow these procedures. Internal audits conducted twice a year serve to ensure
compliance with the Agency’s quality system.

Habits acquired by staff with regard to use of and respect for quality system procedures have simplified the process
that allows ESD issues to be taken into account.
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Compliance with procedures, together with internal quality audits, helps to ensure systematic support for the
management of activities.

Review

The Agency has also made a clear commitment to continuous improvement, monitored by management reviews. The
SD Committee must thus account to senior management for progress made and results obtained from its activities.

Summary of the management system

The Agency’s management system is summarized in the synoptic table below.

Factors in management/leadership Products and reference documents

1. Establishingolicies and strategic approaches

Planning and Strategic Orientations Branch
Business offices

SD Committee

Strategic Planning Committee

Operational Management Committee (approval)

Report on Plans and Priorities
Performance Report

Program Framework

Regional Strategic Initiatives
Sustainable Development Strategy

2. Planning and developing the operational activity
framework

Inter-regional Intervention and Partnership Branch

Business offices

Operational Support

SD Committee

Operational Management Committee (approval)

Report on Plans and Priorities

Program Framework

Regional Strategic Initiatives

Business plans

Communications Plan

Evaluation and Audit Plan

Action plan for implementation of the SDS

3. Implementing and carrying out activities

Inter-regional Intervention and Partnership Branch
Business offices

Operational Support

Administrative Services

SD Committee

Internal training, seminars and dissemination of informafion
Communications

Delivery of financial and non-financial services
Projects under the Program Framework
Partnership agreements with Environment Canada, Natipnal
Research Council, intermediary not-for-profit organizations

- Specific ESD initiatives (greening, EnviroclubM,
technology platforms)

4. Managing and controlling quality and continuous

improvement

. Inter-regional Intervention and Partnership Branch | « Operational guidelines and ISO 9002 quality system

. Operational Support procedures

. Quality, Evaluation and Information Management | e Quality records (ISO 9002) service delivery procedures
Branch with clients

«  SD Committee - Document management procedures

. Procurement procedures and guidelines
. Canadian Environmental Assessment Act

5. Reviewand correction

. Quality, Evaluation and Information Management
Branch

. Inter-regional Intervention and Partnership Branch

. SD Committee

. Operational Management Committee (follow-up ang
approval)

Internal and external audits
Performance measurement policy
Evaluations and performance reports
Annual evaluation of SDS implementation
Management review

Recommendations and follow-up

Source: Economic Development Agency of Canada for Quebec Regions
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