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[English]

The Chair (Hon. John McKay (Scarborough—Guildwood,
Lib.)): I call this meeting to order.

We have with us the Parliamentary Budget Officer today, who is
quite well known to a number of us, along with Mr. Penney and Mr.
Solomon.

Welcome to the committee. You have provided us with a fairly
provocative report. Maybe it's not provocative. I don't know.
Maybe it'll be very simple.

I thought that instead of the usual five minutes we give to a wit-
ness, and in light of the fact that we have you for a couple of hours,
it would be useful if we took the first 10 minutes and had you go
through the report and explain it. Then we'll go to our usual rounds
of questions.

With that, I'll ask you to present in the fashion you see fit. Thank
you, Sir.

Mr. Yves Giroux (Parliamentary Budget Officer, Office of the
Parliamentary Budget Officer): Good afternoon. Thank you for
inviting us to appear before you today.

As you mentioned, Mr. Chair—or maybe you didn't mention it—
I am joined by Christopher Penney, adviser-analyst, and Binyam
Solomon, special adviser, on the report you are considering today.

In accordance with the PBO's legislative mandate to provide im-
partial and independent analysis to help parliamentarians fulfill
their constitutional role, which consists of holding the government
accountable, my office published a report in September entitled “A
Force Structure Model of Canada’s Military: Costs and Personnel”.
I didn't think at the time that it would be provocative, but if it is
provocative, so be it.

First, I'd like to explain why we have produced this report.

The government provides a range of analytical and reporting
frameworks, such as the public accounts and the main estimates,
which offer valuable insights into past and projected expenditures.
The departmental results framework, or DRF—or even “derf”, for
those who are more intimate with it—takes this a step further by as-
sociating spending with measurable goals and effects.

However, while the DRF establishes a relationship between ex-
penditures and the strategic outcomes that are served, it combines
results across multiple military branches with intermediate outputs,
such as expenditures on training and infrastructure. The DRF, there-

fore, does not enable the assessment of recurring operating expen-
ditures on individual military capabilities such as armoured battal-
ions or naval surface combatants, for example.

[Translation]

Our force structure model fills this gap by providing an overview
of the recurring annual operating expenditures for Canada's military
capabilities.

Our model consists of an independent estimate of these operating
expenditures for 21 military capabilities identified in every branch
of the Canadian Armed Forces.

We've divided the costs into three categories—direct and indirect
costs, and overhead—to give us a better understanding of the per-
centage of expenditures required to use, support and maintain a
specific military capability in relation to those that are essential to
the combined forces, but which have no independent military im-
pact as such.

The model also includes estimates of the personnel strength asso-
ciated with each capability, in terms of direct costs, indirect costs,
and overhead. That allows for combining the estimated operating
cost analysis with the staff levels for each capability.

For example, in the tool we published on our website, you can
increase or reduce the capability of, let's say, the naval air forces
and determine which expenditures are directly related to the naval
forces and which are indirect, such as support vessels, and over-
head, which are typically associated with headquarters. That makes
it possible to determine the impact of an increase or decrease in di-
rect capacity on overall costs, and personnel.

As you may know, the model was published on our website, and
it is available to the public. We created an interactive tool that al-
lows users to analyze portfolio compromises for all military capa-
bilities, by displaying the changes in recurrent costs and personnel
strength resulting from the changes in the structure of the forces
specified by the user. It's the first publicly available model of this
kind in Canada, and I can tell you that it's very popular.

Thank you, Mr. Chair. That concludes my opening address.

I'd be happy to field any questions you may have.
[English]

The Chair: That was well below 10 minutes.
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Let's go to our first round. I think it's Mr. Bezan for six minutes.

Mr. James Bezan (Selkirk—Interlake—Eastman, CPC):

Thank you, Mr. Chair.

I want to thank the Office of the Parliamentary Budget Officer
for being here today. I do appreciate all the hard work that the PBO
does in keeping us, as parliamentarians, informed. I appreciate the
report that you just filed.

We have lapsed spending. We just saw that in the public accounts
that were tabled this week. There was another $1.5 billion down,
and $2.5 billion before that. Both of those big lapsed spending
amounts—3$4 billion-plus—were under Minister Anand. Now, we
also know, as we've heard in testimony here in the past couple of
weeks, about the recruitment crisis that we have: 16,000 troops
short and 10,000 undertrained and undeployable. The Liberal gov-
ernment has undermined the Canadian Armed Forces.

If we increase numbers and get money back toward where it's
supposed to be, even if the government had just hit their budget
numbers before they take this $1 billion cut out of this current year,
where would, in your mind, the ratio be, tooth to tail?

You're talking about a third right now of actual direct military ef-
fect. If budgets were met, if troop strength was up, would that ratio
change significantly?

® (1550)

Mr. Yves Giroux: It would depend on where the money would
be spent. If you're talking about a billion dollars or a billion and
half dollars per year, I don't think it would change the ratio signifi-
cantly. It would move it a bit but not that much.

Mr. James Bezan: Okay.

I found it interesting that the ratio on the Canadian Army, the
tooth-to-tail ratio, is worse than it is for navy or air force. To me,
it's counterintuitive. I would expect that it would be more expensive
for direct military effect to put fighter jets in the air and ships to sea
than it would be to put soldiers out in the field.

Why is it that we have so much more overhead costs and indirect
costs tied to the Canadian Armed Forces in the army?

Mr. Christopher Penney (Advisor-Analyst, Office of the Par-
liamentary Budget Officer): For the Canadian Army, we have a
greater quantity of what we call indirect capabilities, for instance,
armed reconnaissance regiments, combat engineers, engineering
support regiments and such, which are, of course—

Mr. James Bezan: You don't consider that direct military—

Mr. Christopher Penney: These are indirect. They are deployed
as part of a force mix.

Mr. James Bezan: Have you ever seen combat engineers and
how they operate? They go right into harm's way. They are part of
the fight.

Mr. Christopher Penney: There's no reason to disagree with
what you're saying. We follow the convention that was set forth in
the strategic cost model, which was DND's own framework, dating
back to over a decade now. Also, we follow the conventions estab-
lished by the Congressional Budget Office.

Mr. James Bezan: The Congressional Budget Office has provid-
ed this type of modelling, which exists down in the States, and
we're just adapting that and applying it to the Canadian Armed
Forces.

Mr. Christopher Penney: In so many words....

Mr. James Bezan: Okay.

I noticed that you put Canadian Rangers as their own military ef-
fect, I guess, their own capability.

Did you guys do an analysis of reserve forces versus regular
forces?

Mr. Christopher Penney: There is a breakdown within the
model. It's not displayed as part of the tool. As you can imagine,
there are only so many axes by which we can offer that level of de-
tail and that level of granularity. I would say that the reserve forces
are fully accounted within the model.

Mr. James Bezan: Okay.

On their tooth-to-tail ratio, how does that compare, especially
since most of our reserve forces are army reserves? There are, of
course, navy reserve units as well. On the army reserve units, what
would that tooth-to-tail ratio be versus the Canadian Army? Would
it be worse or better?

Mr. Christopher Penney: I can certainly say that, of the reserve
personnel, many of them are attributed to direct. I don't have a
breakdown, however, of the reserves, whether they are direct or in-
direct. I think Mr. Solomon might have something to add.

Mr. Binyam Solomon (Special Advisor, Office of the Parlia-
mentary Budget Officer): Yes. As you pointed out, the army basi-
cally eats up about two-thirds of the reserve force we have. A good
chunk of the remaining is the navy, followed by the air force.

The reserve forces are essentially treated as basically providing
support to the direct elements. If we were to integrate them as a part
of the direct, you might get the ratio higher, but, in order to remain
consistent in our modelling strategy to match with both the Con-
gressional Budget Office and past DND experience, we left them
out. Your analysis would be pretty much correct if we decided to
include them as part of the direct.

Mr. James Bezan: When we look at tooth-to-tail ratios,
Canada's versus our allies', did you guys do an analysis of where
we stack up?
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Mr. Christopher Penney: I believe the Congressional Budget
Office figures show the tooth-to-tail proportion at 41%, so more
than one-third. Looking at the U.K., the most recent estimate I can
find is from the middle part of the last decade, but it's also exactly
31%.

Mr. James Bezan: Where is the sweet spot then? If we're going
to reduce the tail and get more teeth, get a bigger bite in our fight-
ing capabilities, where is the sweet spot? Where do we make in-
vestments—air force, navy, army?

Mr. Binyam Solomon: It's the way—

The Chair: Mr. Bezan has asked an extraordinarily complicated
question right at the last minute, literally in the last seconds. I'm go-
ing to let that go, because we do have these folks for two hours. I'm
not going to be hard-nosed, but I don't want to get abused if I tell
you that I'm not going to be as hard-nosed as I usually am.

I think this is an important question, and I'm going to let it go
even though Mr. Bezan is way past his time.

Mr. Binyam Solomon: In terms of the tooth-to-tail ratio, you
have to understand that people sometimes use the analogy of an ar-
row. Sometimes you need bigger support in the back in order to
make sure that your fighting edge is quite capable. You need to
have a certain amount of overhead and indirect support.

The tooth-to-tail ratio is an important way of looking at how
much is being put on the overhead, but sometimes some capabili-
ties actually require a good amount of support as an overhead.
Imagine, for example, even within the navy, some of the air force
capabilities have to be included, and the air force would come with
their own set of supporting elements. Sometimes the tail needs to
be bigger.

We don't usually say that there's a fixed goal to achieve, but we
always have to make sure that there's a reasonable amount of over-
head to go with it.

The Chair: Thank you, Mr. Bezan. You should be thanking me,
actually.

Madame Lalonde, six minutes, please.
® (1555)

Mrs. Marie-France Lalonde (Orléans, Lib.): I was under the
impression it was Mr. Collins.

The Chair: I'm sorry. I'm reading from the wrong sheet.

Mr. Collins, you have six minutes.

Mr. Chad Collins (Hamilton East—Stoney Creek, Lib.):
Thank you, Mr. Chair. I hope you can hear me okay.

I have read past PBO reports, and this one is written a little dif-
ferently. I missed a portion of the opening, so excuse me if this was
answered in the opening statement. I'm at a housing conference
here, and they referenced a PBO report, coincidentally, this morn-
ing. They talked about a housing report that was done. Participants
here talked about the rental construction financing initiative and the
positive critique that the PBO referenced in terms of affordability
and why the government should make some changes and tweak that
policy as it relates to providing support for housing providers.

I use that as an example right now in my opening question, be-
cause this one is written a little differently. It doesn't reference ex-
isting policies. Certainly it highlights existing budgets, but it
doesn't provide recommendations in terms of making changes. Tra-
ditionally PBO reports do that, and they do that for different con-
stituencies. They certainly do that for us, in terms of allowing us to
reflect on some of the policies that have been implemented and the
changes that we might want to make in terms of making them bet-
ter. They do that for our constituents.

That's a great example that I just provided, in terms of how I'm at
a housing conference and they're referencing a PBO report and
some of the changes that were highlighted in that document I refer-
enced. Of course, our bureaucracies use these reports for the same
reasons and rationale, in terms of making changes.

This one is written a bit differently. I didn't see those recommen-
dations. 1 didn't see the comparisons that Mr. Bezan rightfully
raised, in terms of how we compare to other countries. Those are
the types of things that I think we're accustomed to seeing in many
of the reports that come out from the PBO.

Who is the report written for? How is it to be used? Is it to be
used by others in bureaucracy? I would have to guess that when it
comes to trade-offs, those who create our budgets are well aware
that increased support in one area means you may have to decrease
in another area, because budgets are finite. Can you help me with
that, in terms of who the sliding scales are for? Are they for the
public to go online and play with them, to say if they're going to
advocate for more in a certain area within the defence budget,
here's where I would like to see it because I've utilized this tool that
you provided online?

1 wasn't certain, after reading this report twice, why that was cre-
ated and who the intended user is. I'm sorry for the long introduc-
tion and anecdote.

Mr. Yves Giroux: Thank you. That's a very good question and
an interesting one, and it allows me to explain a bit more, and prob-
ably a bit better, why we did that report.

This report, as you pointed out, is written differently because it's
meant to be a companion to something that we released at the same
time, which is a tool on our website intended for parliamentarians
and their staff, and also for Canadians. It allows them to look at
what happens if you increase or decrease some military capabilities,
how much it costs and how much it requires in additional person-
nel, both in direct capabilities but also the indirect capabilities—for
example, field hospitals, if you want to increase the army—and also
the overhead costs that are accompanied by these increased or de-
creased military capabilities.

That's why we wanted to have that tool. We wanted parliamen-
tarians to have that capacity to look at the impacts of varying 21
military capabilities. That's something that's not available right now
from DND, so we wanted to have that tool available for parliamen-
tarians so that they can play with the various capabilities.
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It's not perfect, by any means. It's based on historical data, the
most recent data from the past six years. We looked at that and we
reconciled all these various objects by line item and made that fit
into the 21 capabilities—direct, indirect and overhead—so that par-
liamentarians and Canadians can have an idea as to the costs and
the military personnel required, or freed up, if you vary the capabil-
ities. For example, for direct regiment capability, how much more
or less money is needed directly to support them, as well as the per-
sonnel and also the costs?

® (1600)

Mr. Chad Collins: I had an opportunity to look at the DOD's
same version online. I understand, sir, that you have an internation-
al component to your job, in terms of meeting with your counter-
parts and looking at what they're working on.

Where did the request come from, internally or domestically? Is
it something that you witnessed that they're working on in another
country—the United States is a prime example—and you thought
this would be a useful tool here? Did someone request this, saying
that there's not enough transparency, not enough budget informa-
tion online or the public is clamouring for this? Of all the things
you could have worked on with your limited resources, why did
you go down the path of providing this tool?

Mr. Yves Giroux: It's something that we identified as a gap in
information that was available to parliamentarians. We identified
that as a gap before I was appointed, so it's something that was on
our work plan the moment I stepped into the job.

However, there were a couple of events that prevented us from
working on this issue, notably the pandemic and the fast pace of re-
ports that we had to produce. That's why this was put on ice for a
number of years, unfortunately. With the pandemic receding and
Mr. Solomon becoming more available than he was before, we
asked him to come back and complete the work that we had done,
because we had identified that as a gap and also because of the sus-
tained interest on the part of parliamentarians for information on
anything that relates to national defence. For example, the moment
we release a report on DND, be it on the operating or capital spend-
ing, the “Strong, Secure, Engaged” capital plan, or surface combat-
ants, there is tremendous interest in our reports.

That's why we thought it would be advisable to provide that tool
for parliamentarians and the Canadian public to look at different
permutations, for their own interest and for the purpose of holding
the government to account.

The Chair: Thank you, Mr. Collins.

[Translation]

Ms. Normandin, you have six minutes.

Ms. Christine Normandin (Saint-Jean, BQ): Thank you very
much.

It's always a pleasure for us to welcome the Parliamentary Bud-
get Officer.

I'd like to follow up on what Mr. Bezan was saying. But first, I'd
like to make sure that I've understood. Let me use an example: in
the model you just described, when you move the cursor around,
you can see modifications made to the direct and indirect costs. If

I've properly understood the answer to one of Mr. Bezan's ques-
tions, there isn't a perfect correlation when you move the cursor.
There's a sort of sweet spot that pops up automatically.

Is that right? Is that what happens for each of the capabilities? Is
that accounted for in your model?

Mr. Yves Giroux: We've wondered about that ourselves.

The ranges available on the online tool are fairly linear. They go
from -25% to 25%. Beyond that, the linearity begins to break down.
That's the main reason why we limited ourselves to plus or mi-
nus 25%. Indeed, the linearity, based on historical data over the past
six years, is pretty much in that range. However, if we go beyond it,
whether upwards or downwards, there's a risk of losing linearity.
There could be a complete collapse or exponential growth in certain
indirect capabilities, particularly for overhead.

Ms. Christine Normandin: Thank you very much.

1 would also like to ask a question about the definitions of direct
and indirect costs. I too was surprised to hear that the combat engi-
neers, among others, are in the indirect costs category.

Can you tell me what a direct cost is? I believe direct costs are
those that don't produce a military effect.

You've previously made comparisons with other countries, and
I'd like to know whether they use the same definitions. My under-
standing is that Canada uses the same definition as the United
States. Do other countries use the same definitions of direct and in-
direct costs?

® (1605)

Mr. Yves Giroux: To my knowledge, in terms of definitions,
very few countries provide this kind of information.

The United States was mentioned, an ally whose lead we follow
in many instances for national defence matters, because that coun-
try tends to provide a lot of information, particularly from the Con-
gressional Budget Office. We are therefore closely aligned in this
area.

Mr. Penney and Mr. Solomon may be able to provide more infor-
mation about comparisons with other countries.

I'll give you one example of direct capabilities. for combat ships,
one might say that destroyers fall into the "direct capability" cate-
gory. Supply ships like the MV Astérix or other ships, fall into the
"indirect capability" category, even though they too might be de-
ployed in combat zones or active zones.

Mr. Penney, could you tell us about comparisons with other
countries?
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[English]

Mr. Christopher Penney: I was going to first touch on the indi-
rect versus direct capabilities front. In particular, it's not to demean
a capability if it's indirect. It's the point of delineation that we used
and implemented in the model. Is it something that is typically de-
ployed as part of a force mix, or is it something that can be con-
ceivably deployed by itself? I think reasonable people can have dis-
agreements on that front.

With regard to the international comparisons, I believe this is an
import from both U.K. and U.S. military doctrine, but perhaps Mr.
Binyam Solomon could....

Mr. Binyam Solomon: Yes.

What we mean by indirect is essentially, when you go on a com-
bat mission, you will need these things to go along with it. It's like
a force package. Which one is the most lethal aspect? It's the one
you would typically use for combat and for doing, for lack of a bet-
ter word, the actual killing. Who is providing you the support?

Sometimes, we decide to include under the indirect not only the
capability of combat engineering support but even reconnaissance.
Even though some reconnaissance items might be employed for
combat or killing, they are primarily used as a support unit that you
send together.

Think of that as a force package—that indirect. It's not really an
overhead when we are talking about indirect.

[Translation]
Ms. Christine Normandin: Thank you very much.

I'm now going to ask some completely different questions.

Minister Freeland and Minister Anand announced $15 billion in
cutbacks in various departments.

At what point can the Parliamentary Budget Officer become in-
volved in analyzing impacts? Is that a role he can play?

Without revealing any confidential information, can you tell us
whether your office is called upon sufficiently to analyze the im-
pacts of cutbacks like these?

Mr. Yves Giroux: It's certainly a role we can perform to help
parliamentarians.

We have not yet been involved or consulted. That doesn't sur-
prise me, because to some extent, the government needs to do this
kind of work confidentially. When the internal work has been com-
pleted and more details become available, we intend to study the
potential impact of any measures to be taken.

The minister, Ms. Anand, had given the department until the be-
ginning of October to submit proposals. Decisions will probably be
made over the coming weeks. Once the decisions have been made,
we'll start seeing how we can get involved in providing relevant in-
formation and analyses.

[English]
The Chair: Thank you, Madame Normandin.

Mr. MacGregor, welcome to the committee. You have six min-
utes.

Mr. Alistair MacGregor (Cowichan—Malahat—Langford,
NDP): Thank you very much, Mr. Chair. It is a pleasure to be here.

Thank you to all three of you for being here today.

Back in 2017, I had the pleasure of being invited aboard HMCS
Vancouver, one of our beautiful frigates out on the west coast, and
they took me for a sailing to show me its capabilities. For anyone
who's been on the frigate while it's pretty much ready to go, it has a
very large crew to make that ship work. It's a 100-metre long ship. I
know that a frigate, of course, is classified as direct-action capable.
It's capable of many different roles, but of course the personnel
aboard that ship serve many different roles. With some, you could
look at their job position and argue that it's indirect or that they are
helping sustain the ship.

In your classification system, you're essentially looking at the
unit when classifying, so everyone in that unit, no matter what their
role—because it is a direct role—is going to be classified under that
cost. Am I reading this right? Is it the same for the Canadian Army
and for the Royal Canadian Air Force?

® (1610)

Mr. Binyam Solomon: The personnel numbers are basically as
you indicated. On a ship, you would have those who are going to be
providing some sort of overhead or indirect activity. That could be
determined by the expenditure data we receive, which we could
map into something called “the frigate”, which would have its own
specific cost centre or data point.

The personnel one was a bit of a challenge for us. We had to ac-
tually use other external information as well, beyond DND, just to
make sure that those numbers we're using are also publicly avail-
able and comparable. While the methodology you described is es-
sentially the same as what I described, there might be some nuances
in terms of making sure that it's part of the publicly available infor-
mation.

Sometimes you might have some extra people who should have
been labelled as base employees, or sometimes the first direct
maintenance work that is done for the ship when they are on board
or travelling would be tagged to a base or a fleet maintenance facil-
ity personnel, so we have to make some adjustments on that.

Mr. Alistair MacGregor: Thank you.

I'm substituting in on this committee, but when I was looking at
the ratios between direct costs, indirect costs and overhead costs for
the three branches, and of course joint costs, I became curious. Are
you aware of just how those ratios compare with the NATO average
or some of our closest allies? Are we an outlier in any of these? Is
this comparable across the NATO spectrum? Do you have that in-
formation at all?

Mr. Christopher Penney: I don't have a breakdown by direct,
indirect and overhead, other than what's available from the Con-
gressional Budget Office, but there is nothing.
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Mr. Binyam Solomon: Just to clarify, what we mean by “there is
nothing” is that, with the exception of the United States, which is
willing to provide that kind of information publicly, not a whole lot
of nations have been able to break it down in that fashion.

Mr. Alistair MacGregor: The next question I have is specific to
my riding.

My riding is Cowichan—Malahat—Langford out on Vancouver
Island. We are very much oriented toward the Royal Canadian
Navy, especially in the south end. Many of my constituents are ei-
ther full-time service members or civilians working at CFB Es-
quimalt.

I understand in your report why you needed to exclude new ma-
jor capital expenditures, like the procurement of new military sys-
tems, but in my riding we know that the wait-list for service mem-
bers and their families for military housing is close to 700 at CFB
Esquimalt, and we know that, year after year with successive gov-
ernments, they have kind of punted that critical maintenance and
new building expenses to prioritize some of the mega-projects, like
the F-35 procurement.

We have a lot of military personnel and their families suffering
as a result. We have not had those increases made to those budgets,
but I am wondering if you can tell us why the report does not in-
clude modelling for the increases to things like the Canadian Forces
housing agency. Is that not something you could link to personnel
costs? It's such a vital and important thing, especially for con-
stituents of mine.

Mr. Yves Giroux: That's a good point, and that speaks to the ex-
clusion of major capital expenditures in the report, because major
capital expenditures—such as housing but also frigates or fighter
jets—are expenditures that are for decades. It would be quite diffi-
cult to include an accurate cost of the capital expenditures neces-
sary to increase or decrease specific military capabilities, and also
the various types of expenditures that can sometimes depend on
policy choices, whether that's housing that's provided on base or off
base. That's why we have not included these types of expenditures.

® (1615)

Mr. Alistair MacGregor: Just as a quick follow-up, would that
not sort of affect your personnel costs? If the personnel are having
trouble housing themselves, that's a cost they're having to bear,
which indirectly I think may affect the Canadian military.

Mr. Yves Giroux: Yes, it's obviously something that military
personnel.... If they have to bear additional costs, it will have a neg-
ative impact on the capacity of the Canadian Forces to recruit, but
also to retain their military personnel. That's probably a very differ-
ent issue than just the tool and the model we have built.

The Chair: Thank you, Mr. MacGregor.

Mr. Kelly, you have five minutes.
Mr. Pat Kelly (Calgary Rocky Ridge, CPC): Thank you.

Before I get into questions about this report, I have a quick ques-
tion that I would like to get some assurance on from you and your
office. We had testimony just on Tuesday that the procurement om-
budsman does not have sufficient funds to do his job and to do the
reviews that his office is supposed to do. The defence ombudsman's

office has said much the same. We've seen the shameful refusal to
fully fund the Office of the Auditor General.

Does your office have sufficient funds to do the important work
that you do for parliamentarians?

Mr. Yves Giroux: That's a question that I'm glad to have. I'm al-
so glad to be able to say that I think we have the resources that we
need to fulfill our mandate.

Of course, if somebody were willing to double my salary—
Some hon. members: Oh, oh!

Mr. Yves Giroux: —and expand my office, I would not say

[T 1}

no .

Mr. Pat Kelly: 1 do want to move on quickly to the report, but
that's good. I'm glad to hear that. You're funded though by the
House of Commons, not through finance.

Mr. Yves Giroux: Exactly.
Mr. Pat Kelly: Okay. I think that's the difference.

Lapsed funding is something that has, I guess, always existed,
but it has really become quite a significant number.

How does lapsed funding play into the ratio? If there is failure to
execute and actually fulfill the expenditures that have been autho-
rized by Parliament, how does that affect the ratios? How does the
money that isn't there affect the numbers and the ratios?

Mr. Yves Giroux: In our tool, we are basing it on six years of
historical data. The lapsing wouldn't appear or would not affect the
numbers that are in our report or the simulations that one can do us-
ing the online tool. It would, however, affect Canada's capacity to
meet the 2% target under the NATO commitment, but it would not
affect what's in the tool.

Mr. Pat Kelly: Okay.

Let's look at examples, then, just to help us understand, because I
share some of the—maybe—Ilack of fully grasping the report in the
same way as some previous questioners. For example, in the air
force, aerial refuelling would be.... I'm sorry—the parlance was just
lost on me for a minute here.

You have the fighter jet itself. You have refuelling, and then you
have overhead. Is a hangar overhead? Is that indirect, or what is
that?

Mr. Yves Giroux: The fighter jet would be direct. The refuelling
in flight would be indirect because that's helping the fighter stay in
the air and complete its mission. The hangar could be direct if it's
used to house the fighter jets. It could be indirect. I don't have that
level of detail, but it certainly wouldn't be overhead.

Mr. Pat Kelly: Okay, tell us about overhead, then. The whole
point of the report, I think, is just to demonstrate what an enormous
expenditure there is in overhead. People think of the direct and in-
direct costs when they think of where a military budget goes, but
it's actually mostly going to overhead. What are the examples of
overhead?
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Mr. Yves Giroux: Examples of overhead could be our contribu-
tion to NATO—a financial contribution or an in-kind contribution
to NATO. It could also be research and development that's done at
DND, the Department of National Defence. It's also parliamentary
affairs or the civilians who are working at HQ. If you drive by
Colonel By Drive here, you'll see a big building, and that is in good
part overhead for military capabilities.

® (1620)

Mr. Pat Kelly: Okay. I think this tool is very helpful and might
be very illuminating for many Canadians who have questions about
how military budgets are spent.

There's a crisis in recruitment and retention. We're having trouble
filling the positions at every stage, whether they would be under
overhead, indirect or direct. Maybe I'll give you some more time on
what was partly Mr. Bezan's question. How does the inability to get
people into these key roles play out in the ratios and our ability to
have direct capability?

Mr. Yves Giroux: It's clear that the capacity or incapacity to re-
cruit and retain military personnel affects the capacity of DND or
the Canadian Armed Forces to deliver on its mandate. It's not af-
fecting the ratio and the tools that we are providing here, but I think
this tool can give an example as to what if, for instance, the navy
increased its uniformed personnel by 1,000, the army by 1,000, and
so on. That'll give users a good idea as to how much that would
mean in terms of increased indirect, direct or overhead costs. How-
ever, the absence of a full contingent of the Canadian Armed
Forces is not affecting the simulations themselves or the results that
one would get.

The Chair: Thank you, Mr. Kelly.

Mr. Fillmore, you have five minutes please.

Mr. Andy Fillmore (Halifax, Lib.): Thank you very much,
Chair.

[Translation]

I'd like to welcome Mr. Giroux and his colleagues.
[English]

I'm joining you from sunny Halifax today, home of the east coast
navy, the 5th Canadian Division of the Canadian Army and 12
Wing Shearwater. It's a good Canadian Armed Forces town, so I'm
pleased to be joining you from here today.

I want to acknowledge that an undertaking like the model you've
built is no easy task, and certainly not for an institution as vast as
the CAF, so by its nature we know that this force structure model is
but a snapshot. For example, what I mean by this is that one of the
assumptions in the model has estimates that reflect a steady-state
cost. It assumes the military will continue to operate in a similar
manner in the next six years as it has in the past six years that are in
the data in the report.

However, it's just not clear to me how we can use a model like
this to understand the emergence of new threat environments and
new operations in new theatres, like the Indo-Pacific or Ukraine or,
now, Israel-Gaza, nor is it clear to me how we can use the model to
understand new and emerging CAF needs, like the emphasis on
culture change or more costs in recruitment, retention and infras-

tructure needs, as examples. I wonder if you could tell me to what
extent you believe this model accurately and effectively accounts
for the complexities in the modern Canadian Armed Forces and in
the DND as it stands today.

Mr. Yves Giroux: That's a good question, and it allows me to
explain the capacities of the model but also its limitations.

This model is based on the most recent six years of available da-
ta, and in that sense I think it reflects pretty well the state of the
world as we know it and as we knew it fairly recently. It can be
very helpful in projecting, in the near future, what could be the
needs and what would be the costs and the needs in terms of mili-
tary personnel to adjust, at the margin, for some or all of the 21 mil-
itary capabilities that we have in our model.

What it doesn't do and is not intended to do is indicate what
types of resources and the number of these resources Canada needs
to face emerging threats—for example, how much it would cost to
send the Canadian Armed Forces to the Middle East or additional
support to Ukraine—because that would not be a specific military
capability. That would also be highly contingent on government de-
cisions as to what to send and what type of support to provide to
these two regions, for example.

It's a good tool for adjusting capabilities—minus 25%, plus 25%
or anywhere in between—but it's not intended to project the costs
of doing something that has not yet been done or when discrete de-
cisions would have to be made as to the type of interventions to
make.

® (1625)

Mr. Andy Fillmore: Thank you for that.

Your office has made an investment in creating this tool. I want
to ask you about the magnitude of that investment, if you could just
tell me that.

Mr. Yves Giroux: Yes, I can. We used data that was provided to
us free of charge by the Department of National Defence. We also
needed to have somebody help us, so it involved, probably, three
months of somebody working full time. We also had to contract for
a value of, 1 would say, probably, off the top of my head, be-
tween $15,000 and $30,000. That would be the extent of the cost of
building this model.

Mr. Andy Fillmore: Okay. That's good to hear.

To protect that investment, then, do you have some strategies in
mind to keep the tool current, to update it as we go forward—peri-
odic updates, usage monitoring? How do we keep the value of this
investment moving forward?
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Mr. Yves Giroux: It's probably a matter of getting updated
datasets from the Department of National Defence and refining the
model, depending on any changes or any hiccups that we or some-
body else finds in the model. We've already had discussions with
the Department of National Defence. They had some caveats along
the lines of what you mentioned, but the cost of maintaining it go-
ing forward would probably be minimal compared to the cost of es-
tablishing the model.

Mr. Andy Fillmore: I think we're going to be out of time in
about 10 seconds, but maybe in some of the future responses you
could try to help us understand what methodology was used to de-
cide on the 21 capabilities that were covered.

There were some that are missing. The Canadian Forces intelli-
gence command is missing. Maybe if we could try to uncover that
methodology that would be helpful too.

Thank you, Mr. Chair.
The Chair: Thank you, Mr. Fillmore.

Madame Normandin, you have two and a half minutes.

[Translation]

Ms. Christine Normandin: Thank you.

Before starting, Mr. Chair, for your information, the interpreters
have said that with all the microphones in the room that have not
been muted, there is too much noise for them to do their work. As a
result, we unfortunately missed some portions of Mr. Fillmore's
comments.

I will return to my questions. Your analyses and recommenda-
tions are based on decisions made by Public Services and Procure-
ment Canada and the Department of National Defence.

Would the Parliamentary Budget Officer's role also enable him to
contribute to hypothetical decisions submitted to him by various
departments or does that extend beyond his mandate? For example,
before making a decision, could a department consult you?

Mr. Yves Giroux: We can certainly do that. We can look at the
assumptions. In fact, we do so often, particularly in our economic
and budgetary forecasts. We also do this for our long-term forecasts
of government financial viability. When we publish reports, we of-
ten, where appropriate, present alternative scenarios to give parlia-
mentarians an idea of what might happen if the government were to
make a change in direction. So it's always possible for us to study
the assumptions and work with the government.

What we don't generally do is make public policy recommenda-
tions, for example on whether the government should implement a
national pharmacare program. We just estimate the costs. However,
we can work from the assumptions to estimate the cost or the impli-
cations of various scenarios.

Ms. Christine Normandin: Thank you very much.
I have a question about overhead. We've often heard that military

procurement generates an enormous amount of bureaucracy. I'm
thinking of things like analyzing bids in response to tender calls.

Are the bureaucratic costs included in the overheads presented
here, or are they mainly tied to what happens at Public Services and
Procurement Canada?

Mr. Yves Giroux: First of all, there are two different things. Ex-
penditures incurred by Public Services and Procurement Canada
would probably not be included in the model. However, expendi-
tures incurred by the Department of National Defence for the pro-
curement process would certainly fall into the overhead category.

[English]

The Chair: Thank you, Madame Normandin.

Mr. MacGregor, you have two and a half minutes.

Mr. Alistair MacGregor: Thank you, Chair.

In your model, there doesn't appear to be a separation of person-
nel between public and outsourced. I want to make that point. The
Union of National Defence Employees had an “Uncover the Costs”
report. They found staggering evidence that rising outsourcing of
operations and sustainment in the Canadian Armed Forces is actu-
ally costing more to the department. If we have a situation where
outsourced contractors are costing more than maintaining the good
union jobs on base, I'm not sure how the model can be effective if
we don't delineate the costs between outsourced and in-house work.

Can you tell this committee your thoughts on the impact of the
more expensive outsourced contracting in your model, and maybe
why there wasn't a delineation? Are there any thoughts you have on
that?

® (1630)

Mr. Yves Giroux: In our model, the costs of the outsourced ex-
pertise is in, but as you pointed out, we don't factor in the person-
nel. The costs are there, but when you look at the personnel impact,
it's not there, and it's because it's difficult to determine the full-time
equivalent or the personnel impact of contracted-out expertise.

Contracting out expertise can be done for a variety of reasons. It
could be to get expertise that does not exist within the Canadian
Armed Forces or DND as a department. It could also be because it
would not be advisable to develop that expertise in-house, for ex-
ample if it's necessary for a limited period of time. It could also be
related to the fact that the expertise is difficult to retain, as we have
seen in the difficulties for the Canadian Armed Forces in reaching
their target. That's probably as much as I can say, not being deeply
involved in the day-to-day operations of the department and the
Canadian Armed Forces myself.

Mr. Alistair MacGregor: Very quickly, where does the difficul-
ty lie? Is it in your trying to obtain the data from the department
or..?

Mr. Yves Giroux: I wouldn't say it's difficult to obtain the data.
It's probably difficult to get that second-hand information from the
contractors, because it's not something that is perceived as pertinent
in all cases.
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The Chair: Thank you, Mr. MacGregor.

Mrs. Gallant, you have five minutes.

Mrs. Cheryl Gallant
CPC): Thank you, Mr. Chair.

(Renfrew—Nipissing—Pembroke,

In the 2022 budget there was an unexplained $15 billion ear-
marked for our military that was described as a big “black hole” be-
cause we couldn't figure out what it was for. Was this money spent
that you know of, or do you know what happened to it? Does it
show up anywhere?

Mr. Yves Giroux: I don't know exactly what you're referring to,
but when we ask for information from the Department of National
Defence we get the information that we need. You may be referring
to the capital expenditures, so I'd have to look at the specifics of
those billions of dollars.

Mrs. Cheryl Gallant: Could you get back to us on whether or
not that $15 billion was spent, and if so, how it was spent?

In August 2021, the CAF acquired four new and fully opera-
tional simulated urban training sites at Gagetown, Valcartier,
Petawawa and Wainwright, and that was as part of the urban opera-
tions training systems project, at a cost of about half a billion dol-
lars. Did your analysis for 2023-24 include the approximately $15
million to $20 million to cover the software renewal for this fiscal
period? The program has not been renewed, and they've shelved
this capability.

Mr. Yves Giroux: We looked at historical data, and the most re-
cent year we had, I think, was 2021-22, so we would not have
looked at anything beyond that for the purpose of establishing this
model.

Mrs. Cheryl Gallant: At your last meeting here in June you said
the shortfall for Canada to get to NATO's minimum 2% threshold
was between $13 billion to $18 billion. What, if anything, has
changed? Have we come closer to that mark?

Mr. Yves Giroux: For the current year, when we did that report
in June 2022, we estimated the gap would be $15.5 billion in
2023-24. If anything, that gap has widened since that time, because
of the GDP and the way the spending has evolved at National De-
fence.

Mrs. Cheryl Gallant: That excludes that $15 billion that's miss-
ing as well.

What did you determine was the biggest contributor to the dis-
proportionate cost just to keep our four submarines barely opera-
tional? Really, what I'm looking to do is understand how we could
calculate the cost of waiting to acquire a new fleet of submarines
versus pouring money into keeping the hand-me-downs we do have
afloat.

® (1635)
Mr. Yves Giroux: It's a question that is of great interest to me as

a taxpayer, but unfortunately, my office and I have not done a study
or a report on the submarines—not yet.

Mrs. Cheryl Gallant: Last week at this time I was at CFB
Petawawa, on the planes. We had the engineers out there, and the
CDS was there taking questions. One of the soldiers asked, “When
are we going to get our drones?” I think they started asking for

them in 2003, and they were Predators back then. Then he said,
“Well, that's the answer you gave me last time.” He asked it again
and he said the same thing: “That's the same answer you gave me
the time before that, and the time before that.”

This soldier's been waiting over a decade for the Predator drones
and now they're being set aside for a higher, more costly drone with
more capabilities. How would we use your tool to calculate the cost
of, again, just getting what we can in terms of Predators, because
they are still available—India's buying them, as is the UAE—ver-
sus waiting and paying more, albeit for something that has more ca-
pabilities?

Mr. Yves Giroux: Because the tool is based on historical data, if
it's a capacity or tools that do not exist at the Canadian Armed
Forces, the tool would not be helpful in determining the cost of
waiting or acquiring equipment that the Canadian Armed Forces do
not already have, unfortunately.

Mrs. Cheryl Gallant: Okay.

The Chair: Just for the purposes of the record, Mrs. Gallant's
first question had to do with a $15-billion hole.

Do you understand what it is she's asking for at this point?

Mr. Yves Giroux: I'm not one hundred per cent sure, but if I had
to summarize that, I would probably assume that it's based on the
capital spending of DND that was not according to the initial plan
under “Strong, Secure, Engaged”.

The Chair: It's important for Mrs. Gallant that the PBO under-
stand what it is she's looking for.

Mrs. Cheryl Gallant: Do you want to me explain a little further,
Mr. Chairman, for the purpose of following up?

The Chair: Why don't we leave it that you can explain it to him
off-line. That should be helpful.

With that, we'll go to Ms. Lambropoulos for five minutes, please.

Ms. Emmanuella Lambropoulos (Saint-Laurent, Lib.): Thank
you, Chair.

Thanks for coming to help clarify certain things and helping to
explain this new tool to us.

When looking at the website, I noticed that some of the capabili-
ties that are listed have that range of 100 plus or minus 25%, and
some don't.

I'm wondering if you can explain what the difference is here.
Why, for example, don't the Canadian Rangers, Arctic and offshore
patrol vessels or coastal defence vessels have anything such as a
sliding scale there?

Mr. Yves Giroux: We refer to these as locked, so there's not
much that can be done for these capabilities.
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In these cases, it's because moving the scale even a little bit
would get us out of that linear relationship. For example, for some
capacities, if you tried to decrease them, you'd get to zero pretty
quickly, or you'd have a ratio that wouldn't be sustainable. You'd
get virtually zero capacity, but you'd be stuck with a very high ratio
of indirect and overhead costs, so that wouldn't be very helpful.

It's the same if you were to increase it by 25%. You would proba-
bly need to incur significant and disproportionate capital expendi-
tures, so the tool wouldn't be that helpful in these cases. That's why
these capacities are locked.

Ms. Emmanuella Lambropoulos: In terms of why these 21 mil-
itary capabilities were identified, is there a rationale? Is this just
what there is? To the average Canadian, can you give some ratio-
nale as to why these are the ones listed?

Mr. Yves Giroux: Sure. These are the ones that are relatively—
and I say “relatively”—easy to understand but also easy to mea-
sure, and they're probably the most widely known and available in
the Canadian Armed Forces.

® (1640)

Ms. Emmanuella Lambropoulos: I noticed that you also
deemed the Rangers non-essential, and that there are some that are
more essential than others in the capabilities and in the different
categories.

I'm wondering what the rationale is, considering the fact that
they were essential, especially during the pandemic. They were dis-
patched to long-term care homes, and obviously they do a lot of in-
credible work in their own communities in areas where you
wouldn't necessarily want to send the forces. They know their envi-
ronment. They are the ones who are protecting certain areas that the
forces aren't necessarily protecting in other ways.

I'm wondering why that one was deemed less essential.

Mr. Yves Giroux: We didn't pass judgment on whether capaci-
ties are essential or not. We leave that to those in charge of deter-
mining Canada's military needs and capacities. We may have la-
belled some as direct or indirect, but I don't think we have labelled
anything as essential versus non-essential.

There may be some miscommunication or maybe some typos in
the tool or the report.

Chris is kicking me under the table, so I don't think there's any
typo.

Some hon. members: Oh, oh!

Mr. Christopher Penney: If I can just add, the model and the
way we built it is completely agnostic as to whether a given capa-
bility—whether it's direct, indirect or overhead—is essential or not.

In fact, everything's assumed to be essential. You need the over-
head and you need the indirect, in order to have the direct.

Ms. Emmanuella Lambropoulos: I have one other question in
terms of indirect and overhead costs. Mr. Solomon gave a bit of a
clarification earlier and said, for example, that the cost of the com-
bat engineering supports that would be sent along would be indi-
rect. What would be considered as overhead, and what's the differ-
entiation between the two?

Mr. Binyam Solomon: A typical example for an overhead....
Let's take any of the navy capabilities. An indirect capability would
be a fleet diving unit, a unit that would be going along with the
ship. Eventually, when we have the JSS, for example, the joint sup-
port ship, that would be considered indirect, because we need them
to be refuelling while they're on a mission. Overhead would be
items like the fleet maintenance facility that stays offshore doing
the work, the maritime command, or the executive overhead that
would be sitting at Halifax or Esquimalt or NDHQ. Those would be
the overhead we're talking about in that case.

The Chair: Colleagues, I think we have time for one more five-
minute round.

Let's start with Mr. Bezan.

Mr. James Bezan: Thank you.

This report and this model are going to be, hopefully, a living
document, or you guys can update the information. Now that the
public accounts have been tabled and the 2022 financials are out
there, can you input that data here and update the model?

Mr. Yves Giroux: We could to the extent that the level of infor-
mation, at the granular level that we need, is available from DND
and to the extent that we can reconcile it with the standard line
items that we have in our model.

Mr. James Bezan: This is only good if it has current data in it.
Mr. Yves Giroux: Yes, it is.

Mr. James Bezan: Once it stales, it's garbage in, garbage out. Is
that right?

Mr. Yves Giroux: Yes, it is. It becomes an interesting intellectu-
al exercise, but not much more than that.

Mr. James Bezan: When is the F-35 report going to be coming
out? I know you've been working on it. Can we expect it to be
tabled here soon so we can have you back?

Mr. Yves Giroux: Yes, you can. Hopefully, it will be next
week—Ilate next week.

Mr. James Bezan: That's awesome.

You also talked about whether Canada is ever going to get to the
2%, and you said that the gap is widening. You did your report on
NATO's 2% spending target in June 2022. Are you going to be up-
dating that? Already, if we look at the charts you had in there, we
were supposed to be at 1.33%. We missed that mark. We were sup-
posed to be, this year, at 1.46%, and you're saying we're going to be
significantly lower than that. Do you have any plans to go back and
update that dataset?

® (1645)

Mr. Yves Giroux: No, we don't—not in the near future. We're
focused on the F-35s and then updating the report on the capital
spending at DND under “Strong, Secure, Engaged”.
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For the 2%, we are also held hostage a bit by the availability
from NATO of NATO definitions and updated numbers, but it's
something that is of keen interest to parliamentarians. It's not in the
near future, but it's not never. It will probably be sometime in the
next several months.

Mr. James Bezan: Going back to your force structure model and
talking about the tooth-to-tail ratio, some people would say that the
tail is fat and the tooth is lean. Where can we cut the fat without
affecting the tooth? There's always the issue around sustainment,
and you said that, certainly, some of the overhead is necessary.
Were you able to identify, through this process, whether there's too
much bureaucracy? Are we top-heavy? Do we have too many com-
manding officers, flight officers or general officers?

Mr. Yves Giroux: We looked at historicals. We looked at the
numbers that DND provided us, and we reconciled that. We tried to
tie all the little knots there were to ensure that we had a good tool,
but we didn't look at whether all the numbers were necessary, or
whether all the overhead and indirect costs were necessary. That
was way out of the scope of that report.

All of that is to say that I can't answer that question, because we
have not done that kind of work, looking at everything with a very
critical eye and asking, “Is it absolutely necessary?”

Mr. James Bezan: When we start looking at the issue of pro-
curement—we've been talking about this now for some time at
committee—there are dollars tied to it within the Canadian Forces.
There's no doubt that, for whatever reason, the big-ticket items def-
initely use bigger tooth-to-tail ratios. Surface combatants are going
to really change that number dramatically. New fighter jets will
change that number dramatically, which isn't necessarily the same
for putting boots on the ground in the army.

When you're doing this process, are we talking about the U.S.
numbers being higher because they have a more robust air force
and navy versus Canada to get to 1.4%?

Mr. Christopher Penney: I would suggest that they certainly
have a higher rate in regard to the total force employment. The op-
erations rate is much higher in the United States. We could also talk
about their higher-end systems costing more on a flying-hour basis,
let's say—recurring variable costs—which is what the model does.

Mr. James Bezan: Do you know if the United Kingdom has a
similar process?

Mr. Christopher Penney: It does not exist as far as I know.
The Chair: Thank you, Mr. Bezan.
Madame Lalonde, you have five minutes.

[Translation]

Mrs. Marie-France Lalonde: Thank you very much.
Thank you for coming, Mr. Giroux.

I would also like to thank the members of your team who are
here today, Mr. Penney and Mr. Solomon.

I'd like to ask a few questions about some of your answers.

To begin, am I correct in saying that you copied an American
tool to build your Canadian tool?

Mr. Yves Giroux: We used the American classification to deter-
mine what was direct, indirect and overhead. We did indeed draw
upon what the United States had done to draw up our classification
system and build our tool.

Mrs. Marie-France Lalonde: Okay.

I'm going to return to one of these questions.
[English]

As you mentioned, there are 21 capabilities that are being used in
these tools. One of my colleagues did mention that the Canadian
Forces intelligence command was not considered. I think, this week
particularly, we saw its importance within the framework of what's
happening internationally.

Is there a reason we did not use this part of this tool?

Mr. Yves Giroux: It was considered, but we have some limita-
tions when it comes to using information for public consumption
and it's classified. It was considered, but we understand that DND
was not very comfortable with our disclosing that level of detailed
information.

® (1650)

Mrs. Marie-France Lalonde: I appreciate that answer, actually.

Very quickly, we've been asking a lot of questions. This is new.
It's a new tool. You were mentioning that it is popular. I'm just
wondering if that was something that parliamentarians asked you to
initiate, or senators or DND itself?

What are the target audiences and the intended outcomes? I
would really like to know that.

Also, regarding the maintenance of the tool, who's going to do
this?

Mr. Yves Giroux: It's something that was not specifically asked
for. I don't remember one parliamentarian asking me to develop this
specific tool, but it's something that was of keen interest to many
parliamentarians in both chambers: “What would it cost to increase
this, decrease that, modify this or add that many CF personnel in
this area?” It's the result of many questions that were asked of my
office and my predecessors over the years. That's the genesis of this
report.

It's intended for parliamentarians, like all that we do, first and
foremost—MPs and senators and those who are courageous enough
to support them—but also for Canadians. What we do is always
available to the public, but, first and foremost, it's for parliamentari-
ans.

The cost to maintain it should be minimal because our office
runs a lean operation. As I mentioned before, the cost to maintain
it, aside from hosting it on our website, is updating it, which should
be done with existing resources in our office.
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Mrs. Marie-France Lalonde: I'm just curious. Quickly, because
of my time, is there flexibility in adjusting based on information
that people or other parliamentarians may want to have available in
that way? Is there flexibility within this tool to modify it?

Mr. Yves Giroux: We always aim to provide parliamentarians
with information and analysis that is useful for them but also accu-
rate. If there are suggestions from parliamentarians, we are very
happy to take that into consideration and adjust as necessary to
meet their needs.

The Chair: You still have a minute, Madame Lalonde.

Mrs. Marie-France Lalonde: That's great. | am going to ask,
just in case, if one of my colleagues wants to ask anything. Are we
good?

Then, can I continue?

The Chair: Not anymore.
Some hon. members: Oh, oh!

The Chair: You have two and a half minutes, Madame Nor-
mandin.

[Translation]

Ms. Christine Normandin: Thank you very much, Mr. Chair.

I understand that your model factored in data from the past six
years. I would imagine that's because you wanted to be up-to-date
and represent what's happening now.

Could you tell us more about having taken attrition in the forces
into account. We know that this can have an impact on certain con-
tracts for various reasons, such as subcontracts being required for
maintenance.

I'd like to know the extent to which going back as far as six years
might muddy the waters. But then attrition may not really be having
an impact on the situation, because it's not that recent.

I'd like to hear your general view of this.

Mr. Yves Giroux: Your question is really about the accuracy of
the model. We use historical data, of course. We go back six years,
as you mentioned, to keep it current. That means it reflects the sta-
tus of the Canadian Armed Forces over these past six years.

Does attrition muddy the waters? I would say no, not really. As [
mentioned, the model is based on recent years, and there are plans
to use it to project the situation into the next few years.

We don't expect any major reversal in terms of attrition in the
Canadian Armed Forces over such a short period. That's why I'm
suggesting that the model be used for short-term rather than long-
term forecasts.

Ms. Christine Normandin: For comparison purposes, given that
the exercise was carried out with a view to developing a model,
would it be relevant to go back in time to see what the various ra-
tios were 10, 15 or 20 years ago? That might provide a basis for
comparison with today's numbers. Would it be possible to do this
without spending too much time and energy on it?

Mr. Yves Giroux: It would certainly be possible, but I'm sure my
colleagues to the left and right of me would, if I said [ was going to
do that, either fight me or quickly leave the room.

An undertaking like that would be very onerous in terms of time
and resources.

® (1655)
[English]
The Chair: Thank you.

Mr. MacGregor, you have two and a half minutes.

Mr. Alistair MacGregor: Thank you, Mr. Chair.

The Canadian Armed Forces has its own unique national health
care jurisdiction. I'm aware that this committee just completed a
study that I think is going to include a lot of different recommenda-
tions on how to improve and expand the coverage for CAF person-
nel and their families. A model like this could be really helpful to
understanding the impact of the different recommendations to the
Canadian Forces health services and other aspects of the military
health care system.

I guess what I would like to know is how the model could be
used for studying reforms to health care in the Canadian Armed
Forces. I know that in some areas we are dealing with structural
deficits, especially in some professions like mental health care
providers. These would be personnel on the base, but it could also
be the infrastructure used to support them. Again, does this factor
into the personnel costs and so on? Can you delve into that for me,
please?

Mr. Yves Giroux: The model is intended to look at what hap-
pens to the number of personnel, as well as the expenditures, if you
change some of the military capabilities. If the government is look-
ing at changing the system or the delivery system or model, or the
package of health care coverage for CAF personnel, then the model
is not the appropriate tool to look at that and consider the best ap-
proach. It's intended to focus on changes to military capabilities, as
opposed to being used for accessory or indirect costs such as health
care for Canadian Armed Forces personnel.

Mr. Alistair MacGregor: If you are a service member.... My fa-
ther used to be a member of the Canadian Armed Forces. He was a
base doctor. Of course, we have many nurses who serve in the
forces as well, and sometimes you have mental health care
providers who are civilian employees of DND. Are they all consid-
ered to be in the indirect category in support of direct action?

Mr. Christopher Penney: There would be some in the indirect
category but also in overhead.

Mr. Alistair MacGregor: I'll leave it there, Chair. Thank you.
The Chair: Next is Mr. Kelly.

Mr. Pat Kelly: Thank you, Chair.

I want to return to the Victoria-class submarines. We know that

we are generally lucky to have one that's operational at any mo-
ment.
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This is a direct expense. Again, just so that we understand, is the
entire program a direct expense? How does this measure when such
an extraordinary amount of money is spent on the maintenance and
the non-operational time the individual units have?

Mr. Yves Giroux: As I understand it—and Chris and Binyam
can correct me if I'm wrong—the submarines themselves and the
personnel on board would be direct, but the base and the expendi-
tures at the base would be either indirect or overhead, depending on
the precise nature of—

Mr. Pat Kelly: Actually overhead but not indirect...? Okay.

Mr. Yves Giroux: Some of it could be overhead. As Binyam in-
dicated in the response to a previous question, the commander at
the base could, for example, be attributed in part to overhead costs
for the submarines.

Mr. Pat Kelly: All right. Boy, the different grades—direct, indi-
rect—or how you classify these things really weighs into how the
ratios work.

Mr. Yves Giroux: I gave examples here that may not be the best
examples, but overhead could also be the defence research and de-
velopment attached to that, maybe not that much in the case of subs
but in intelligence or other types of expenditures.

We did a very refined.... There were thousands of lines that were
attached to every single military capability, thanks to the granular
data that DND provided us. I'm not using the best example because
I'm not intimately aware of every single one of these lines, but if
you want to have an off-line conversation, I'm sure these two gen-
tlemen would be more than happy to give you more accurate exam-
ples.

Mr. Pat Kelly: Okay. I picked the submarines because it has al-
ready come up, and it's one that I think is an obvious concern. In
2019, we had zero subs that were deployable or at sea for even one
day, yet there were significant expenditures on this equipment. I
would hope that wouldn't be reported as a direct expenditure, be-
cause there are no teeth on a submarine that is on dry land or con-
fined to harbour.

® (1700)

Mr. Yves Giroux: That reminds me of vocabulary that I learned
in another report on dental care. It's “indentured” or something like
that: no teeth at all.

Voices: Oh, oh!

Mr. Yves Giroux: That would be a good analogy for that specif-
ic military capability.

More seriously, though, our tool would be based on historical da-
ta, so if there's a year where there were virtually no expenditures,
that would be reflected in the data.

Mr. Christopher Penney: It's averaged over six years.

Mr. Pat Kelly: Okay. Well, it's not that there are no expenditures
when this equipment is not in the water.

I appreciate having the information—and I think that we as par-
liamentarians do—and having tools from the officers of Parliament
who help all the MPs to do their jobs and hold the government to
account. I do appreciate it. [ know that there have been some ques-
tions that have been raised that seem to question the utility of what

you're doing, and I'd like to make sure the record indicates my sup-
port for your office and what you do.

I have one minute left. James has one question.

Mr. James Bezan: Using the submarines as an example, mainte-
nance, repair and overhaul are direct or indirect costs—or is it over-
head?

Mr. Binyam Solomon: Some of the maintenance that is done at
a fleet maintenance facility would be shown as an overhead. Costs
associated with what National Defence terms “national procure-
ment”, which is actually an amount of money it would spend on
fixing the submarine, because the submarine is the capability we're
looking at, would show up as an expenditure on—

Mr. James Bezan: A life-extension project to a frigate or, let's
say, an F-18 fighter jet, would be what...?

Mr. Christopher Penney: That's capital.

Mr. James Bezan: Okay. Thank you.

The Chair: Thank you. That was a toothless question.
Mr. Pat Kelly: You're funny, Mr. Chair.

The Chair: That was pretty bad, eh?

Go ahead, Mr. Collins.
Mr. Chad Collins: Thank you, Mr. Chair.

1 just want to get back to the program itself. There have been a
lot of questions today, mostly around things unrelated to the force
structure model, so I'll get back to that.

If I could, Mr. Chair, I'd like to ask—

The Chair: Hang on for a second, Chad.

What's the problem?
[Translation]

Ms. Christine Normandin: The interpreters are telling me that
the microphones need to be muted in the room. Otherwise they
can't do their work. There's too much noise.

[English]
The Chair: I had mine off.
[Translation]

Ms. Christine Normandin: [ think the interpretation is back, but
for a moment, there was none.

[English]
The Chair: Go ahead, Mr. Collins.
Mr. Chad Collins: Am I good to go? Okay. Thanks, Mr. Chair.
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Back to the force structure model, on the reductions that our con-
stituents and our committee members and other parliamentarians
can use in terms of those sliding scales, I was someone who had to
live through that political fad known as “defund the police”. I had
the opportunity to work with our police chief in terms of the calls
for a 20% reduction in the police service. At my request, the chief
came forward to show what a 20% reduction would look like. If we
had had that sliding scale during that time period, a lot of people
might have used the model and the interactive model that has been
placed online and made available to us.

What I found when that 20% reduction report came forward was
that it was not as simple as just a 1:1 ratio. If you wanted to de-
crease the police budget by 20%, it meant much more, from a ser-
vice-reduction perspective, than just a 20% cut. If you were to take,
for instance, 20% of the workforce out of commission, it would
mean a 35% to 40% reduction in services to the community.

I could go through the list. We don't have time today, but I could
give examples of the services that residents would live without be-
cause of that.

Mr. Chair, I'd like to ask our delegation this. If I were to ask
someone in the service who's dealing with budgets whether it's as
simple as just sliding the scale 20% one way or 10% another way
and whether that accurately reflects the options that are available to
those who create our budgets and deliver our services, would those
who answer the question say that it's not that simple?

Can you comment on that in terms of the accuracy of using that
sliding scale? You've tried and I think at times struggled to relate to
us how you've modelled this. It's very complex. It's just not that
simple, so could you comment on that?

® (1705)

Mr. Yves Giroux: Certainly. If one were to look at the tool and
try to use it to determine how easy or difficult it would be to de-
crease the budget of National Defence by a number of billions, I
don't think the tool is intended to do that.

Somebody who would want to reduce spending at DND, for ex-
ample, would probably want to do a much deeper dive than just us-
ing a calculator or a tool. The tool is meant to provide an idea of
how much it would cost to increase capabilities or decrease capabil-
ities for specific military objectives, but to carry out a fulsome bud-
get exercise, whether it be increasing funding or decreasing fund-
ing, I hope people would use something much more refined than a
calculator.

It's intended to provide a tool and information for parliamentari-
ans, but it's not meant to be used as the basis for decision-making
when it comes to deciding where or how to increase or decrease
funding at DND.

Mr. Chad Collins: This whole exercise is based on budget num-
bers. If it's not for the purposes of the trade-offs.... I think “trade-
offs” was the best word you had in your report in terms of accurate-
ly describing what these tools allow us to do. If you increase in one
area, you're forced, I think, in other areas to decrease in order to
meet whatever the budget number is for a specific year or past
years.

I'm not certain how to rationalize our use of these tools if it's not
to try to determine whether to enhance services in one or more ar-
eas, and when you do that, there are dominoes that fall the other
way. You're taking money out of one area to add to another, and
there are implications. I don't think you get any detailed informa-
tion in this exercise that informs you—whoever you are, whoever's
using these sliding scales—about the implications of making what-
ever changes are in your mind when you're playing with this online
tool you've provided.

Mr. Yves Giroux: You can certainly use the tool to make these
trade-offs. What I meant and didn't say is that you also have to look
at what you want to do with the forces. If you want to increase, for
strategic reasons, some types of capabilities, you also have to look
at what you want to do with your defence policy. That is what I
didn't say but what I meant.

The tool is very useful in determining the trade-offs, but you
have to do that keeping in mind that it will have geopolitical and
policy implications. The tool is obviously not built to do that.

Doing a reduction or an expansion exercise will be possible to do
with the tool—how much it would cost you or how much it would
free up in terms of resources—but it doesn't take into account the
other considerations. That is what I should have said and I didn't
say in my previous answer.

The Chair: Thank you, Mr. Collins.
Before Mr. Bezan moves his motion, the chair has a question.

After the combat ships and maybe the F-35s, the largest single
expenditure is going to be on the NORAD modernization, particu-
larly the over-the-horizon radar. That strikes me as tailed or indirect
rather than direct because there is no lethality to that capability, yet
without that capability, the lethality is rendered useless.

In your direct-indirect analysis, does that go into the indirect pile
and not the direct pile? If it does, then will that move the numbers
around, if you will, or skew the numbers once again?

® (1710)

Mr. Yves Giroux: If you're talking about the F-35s and the new
warships, these would both be direct. There would be some indirect
costs associated with that, obviously, like the support that these
ships would need such as the refuelling at sea. It's the same with the
fighter jets—the refuelling in the air.

The F-35s themselves and the warships would add to the tooth
part, so the capabilities.

The Chair: The over-the-horizon radar and the costs of NORAD
modernization, the siting of all of the new ability to detect threat,
that's indirect.

Mr. Yves Giroux: Generally speaking, reconnaissance is indi-
rect, although it can vary on the specifics.

I am not being kicked under the table, so that means—

The Chair: I'm glad to see you're not being kicked under the ta-
ble.
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Mrs. Cheryl Gallant: On a point of order, just before we close,
Mr. Penney indicated that he knew this $15 billion black hole
wasn't some worm in outer space. He knows what we're referring
to.

Could he provide us with a response of whether or not they
found it, and if they found it, what it was used for?

The Chair: Is that reasonable?

Mr. Christopher Penney: I'm glad I'm put on the spot. I recall
this issue being raised at the time. I recall doing analysis on it. I
don't have the answer with me to relay to you.

Mrs. Cheryl Gallant: Can you get back to us?
Mr. Christopher Penney: I absolutely can, and I will.

The Chair: I have another question, but we are running out of
time and Mr. Bezan is getting quite anxious.

On behalf of the committee, I want to thank you for your testi-
mony. You've given us a lot to think about. In fact, sometimes it's
quite perplexing.

We appreciate not only your contribution to this committee but to
the functioning of Parliament. I'm not sure whether you fall quite
into the category of essential service, but you certainly approach es-
sential service. It makes our jobs much more informed and allows
us to make decisions.

Thank you, all three of you, for your contributions.

Go ahead, Mr. Bezan.
Mr. James Bezan: Thank you, Mr. Chair.

I want to move the following motion, which I gave notice of on
October 2. I move:

That, pursuant to Standing Order 108(2), the committee undertake a study of the
almost-one-billion dollar cuts to the Canadian Armed Forces and the impact this
will have; that the committee hold a minimum of three meetings on the topic;
that the committee invite the President of the Treasury Board, the Minister of
National Defence, and the Chief of the Defence Staff to appear before the com-
mittee; and that the committee report its findings and recommendations to the
House.

If I can just speak to that for a minute, as we know, it was an-
nounced that the government is going to find almost a billion dol-
lars. The Liberals have asked the Department of National Defence
to find those monies, and we had the chief of the defence staff here
saying that this was going to have a very large impact on the opera-
tions of the Canadian Armed Forces. As he said at committee, he's
had some “very difficult” conversations with the commanding offi-
cers of all three services—air force, army and navy—and they are
having trouble communicating this back to their people. That's a di-
rect quote.

I would say that, based upon the concerns that are being raised
by the Canadian Armed Forces, based upon the efforts that are sup-
posed to be made to get Canada to the NATO 2% metric, knowing
that we just got a note this week that the public accounts have been
tabled with Parliament and that last year the budget lapsed anoth-
er $1.5 billion in defence spending and knowing that $2.5 billion
lapsed in the previous year, a total of over $10 billion has now been
cut from our Canadian Armed Forces and those dollars aren't being
reinvested back in.

The government has always talked the game, but their actions
speak louder than words, and 1 don't believe that Prime Minister
Trudeau is at all interested in supporting our troops or making our
Canadian Armed Forces more capable in light of the very danger-
ous world we live in, especially, as we saw in today's headline, with
General Eyre talking about how Russia and China “consider them-
selves to be at war with the West” and that includes us as Canada. If
we are under that level of threat—never mind what's going on in
the Middle East with the war in Israel against the terrorist organiza-
tion Hamas, and never mind our responsibilities to NATO on the
eastern flank in Latvia and to help our allies in Ukraine—we need
to make sure these cuts that the Liberals are bringing down on the
Canadian Armed Forces are not undermining our ability and capa-
bility.

® (1715)
The Chair: | see Mrs. Lalonde, Mr. Kelly and Mr. Fisher.

Mrs. Marie-France Lalonde: | know that time is running out,
but I would really like to suspend. I have two members and we just
need to.... Overall, I think we are somewhat comfortable with the
intent of the motion. There are aspects where we would propose
amendments. [ would just ask the chair to suspend for a minute.

The Chair: I can suspend for more than a minute. Is a minute
good?

Mrs. Marie-France Lalonde: Actually, 10 minutes would be
great.

The Chair: We're suspended.

e (1715) (Pause)

® (1720)

The Chair: We're back.

Mrs. Lalonde, do you want to speak?

Mrs. Marie-France Lalonde: Yes. Thank you very much for al-
lowing me to have a conversation with our team and get some clari-

ty.

As I said, I think, overall, the intent of the motion has very strong
merits in the sense that it was on notice and we knew it was com-
ing, but I have some hesitation to say yea to the way it is written
right now. We would like to propose some amendments—actually
very friendly amendments.

A voice: I'll be the judge of that.
Some hon. members: Oh, oh!

Mrs. Marie-France Lalonde: They're always friendly amend-
ments coming from me, Mr. Chair.

I'm going to go back because I want to make sure I'm reading it
exactly the way it is. I do not have the copy of your motion, Mr.
Bezan, so I apologize.
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I think my understanding is that it would read that, pursuant to
Standing Order 108(2), the committee undertake a study on all de-
fence expenditures since 2013 and their impacts on the operational
readiness of the Canadian Armed Forces; that the committee hold a
minimum of three meetings for this study; that the committee invite
the Minister of National Defence, Mr. Bill Blair, and deputy minis-
ter Bill Matthews to appear before the committee for the study; and
that the committee report its findings and recommendations to the
House.

Mr. James Bezan: [ have a point of order.
The Chair: Hang on to the point of order.

First of all, do we all understand the amendment as it's been pre-
sented?

Are we debating the amendment, or are we having a point of or-
der? We have a point of order.

Mr. James Bezan: | believe if you review the amendment, you'll
see that it changes the intent of the motion, which is to review the
budget cut.

She changed it to looking at expenditures that have already taken
place. We're talking about a budget cut that was announced.

Mrs. Marie-France Lalonde: I apologize to my honourable col-
league for misreading this:
Whereas, Budget 2023 announced reductions in spending on consulting, other
professional services, and travel;

Whereas, these reductions will not impact direct benefits and service delivery to
Canadians, direct transfers to other orders of government and Indigenous com-
munities, and the Canadian Armed Forces;

That, pursuant to Standing Order 108(2), the committee undertake a study on all
Defence expenditures since 2013 and their impacts of the operational readiness
of the Canadian Armed Forces;

That the committee hold a minimum of three meetings for this study and that the
committee invite the Minister of National Defence, the Chief of the Defence
Staff, and the Deputy Minister of the Department of National Defence to appear
before the committee for the study; and that the committee report its findings
and recommendations to the House.

The Chair: All right.
Mr. James Bezan: [ just want clarification.

The preamble talks about the announced reductions, the budget
cut, of a billion dollars, but it's not actually part of the motion. The
motion starts at “That, pursuant to Standing Order 108(2),” so it
still changes the intent.

® (1725)

The Chair: If it changes the intent, then it is out of order, but if
it doesn't change the intent, it is in order.

Without reading it, I'm unable to determine whether it's in order
or out of order. I'm proposing, since I'm going to bring this gavel
down at 5:30, that we undertake this discussion on Tuesday in the
afternoon, after we complete the health study.

Mr. James Bezan: Mr. Chair, if you want to adjourn, then you

need to have a motion to adjourn, based upon the fact that we are in
the middle of a debate on a motion.

The only way a committee can adjourn is if there's a motion to
adjourn.

The Chair: I didn't say I was going to adjourn. I said that, at
5:30, I'm bringing the gavel down and I will adjourn. We have two
minutes left. If people want to carry on the debate at this point....

Mr. Pat Kelly: We can't debate the amendment until you rule on
whether or not it's in order.

The Chair: That's what I was suggesting.

That's why it would be better if we adjourned to Tuesday, which
I'm going to do in a minute and a half anyway.

Mr. Pat Kelly: I'm prepared to debate the motion. I understand
that I have already caught your eye and that I am next to speak, but
are we debating the motion or are we debating an amendment?

The Chair: The amendment's on the floor, but the objection has
been that it is out of order. I can't determine whether it's in order or
out of order until I actually read it, at which point we will know
whether there is a debate on the amendment or.... If it's in order,
then there's a debate on the amendment. If it's not in order, then
there's no debate on the amendment.

If you want to use your last 30 seconds debating that—

Mr. Pat Kelly: No, this is a point of order.

If you are going to adjourn this meeting and leave it until the
next meeting to determine if the amendment is out of order, that's
fair. We're down to a couple of minutes, and that would be accept-
able to me at this point. However, the next meeting is scheduled to
be in camera and we would need to debate the motion in public, not
in camera, Chair.

I have no problem just adjourning this now. You can rule on this
on Tuesday, but please do so in public so we can debate it in public.
If the amendment is in order, we'll debate the amendment. Other-
wise, we'll debate the motion.

The Chair: That's fair.

Mr. James Bezan: Mr. Chair, can I make one final comment on
planning ahead?

The Chair: In 25 seconds...?

Mr. James Bezan: In that case, if we are going to adjourn and
you're going to rule on this when we come back next week, I would
suggest that we start off in camera and get our recommendations
done on the report. We can then move into a public meeting to fin-
ish off our report.

The Chair: That's exactly what I had intended. We'll finish off
the health report, hopefully in camera, and the clerk will make the
necessary arrangements to be in public after that.

The meeting is adjourned.
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