





MINUTES OF THE PROCEEDINGS

OF THE

LEGISLATIVE COUNCIL OF VICTORIA

SESSION 1981-82

VOLUME 2

DOCUMENTS ORDERED TO BE PRINTED

By Authority F D Atkinson Government Printer Melbourne
50162/82—4 ’



\C)-(QQ 5




iii

VOLUME 2

PAGE
CONTENTS
REPORTS FROM SELECT COMMITTEES—
PUBLIC ACCOUNTS AND EXPENDITURE REVIEW COMMITTEE—
D 1 Treasury Minute relating to Auditor-General’s Reports for 1976-77 .. 601
D 8 Current and Future Use of EDP facilities and techniques in the Victorian
Public Sector .. .. .. 637
D 9 Final Report on the Audltor-General S Reports for 1978—79 ‘e .. 7719
D 10 Expenditure from the Advance to the Treasurer 1979-80 . .. 7193
D 13 1981 Activities of Committee . .. .. .. .. 841

PusLic Bopies REVIEW COMMITTEE—
D 3 Fourth Report—Future Structures for Water Management—Draft Proposals 359

D 4 Fifth Report—Economic Impact of Public Bodies in Victoria .. .. 1281
D 12 Sixth Report—Future Structures for Water Management Volume 1—Final
Recommendations .. .. .. .. .. 1575

STANDING ORDERS COMMITTEE—
D 2 A proposed resolution to suspend Standing Order 325 .. .. .. 2037
D 5 Unrelated Minor Amendments .o .o oo .. 2041
D 11 Private Bill Procedure ee e .. .e .o .. 2047



601

PUBLIC ACCOUNTS AND EXPENDITURE REVIEW CCMMITTEE

TREASURY MINUTE RELATING TO

AUDITOR-GENERAL'S REPORTS FOR 1976-77

Ordered to be printed

D-No. 1/1981






603

EXTRACTED FROM THE MINUTES OF THE PROCEEDINGS OF

THE LEGISLATIVE COUNCIL

TUESDAY 8 SEPTEMBER 1981

12 PUBLIC ACCOUNTS AND EXPENDITURE REVIEW COMMITTEE -
The Honourable A.J. Hunt moved, by leave, That
the Honourables Clive Bubb, G.A.S. Butler, D.K.
Hayward and N.F. Stacey be members of the Public
Accounts and Expenditure Review Committee and
that the said Committee have power to send for
persons, papers and records.

Question-put and resolved in the affirmative.

EXTRACTED FROM THE VOTES AND PROCEEDINGS OF

THE LEGISLATIVE ASSEMBLY

TUESDAY 8 SEPTEMBER 1981

16 PUBLIC ACCOUNTS AND EXPENDITURE REVIEW COMMITTEE -
Motion made, by leave and question-That-(a) Mr.
Evans (Gippsland East) Mr. Mackinnon, Mr. Mathews,
Mr. Remington, Mr. Richardson, Mr. Rowe, Mr.
Walsh and Mr. Williams be Members of the Public
Accounts and Expenditure Review Committee; and
(b) the Committee have power to-(i) send for
persons, papers and records; and (i1) commission
any person or persons to investigate and report to
the Committee on any aspect of the subject-matter
under investigation by the Committee (Mr. Thompson)-
put and agreed to.
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TERMS OF REFERENCE

PARLIAMENTARY COMMITTEES (PUBLIC ACCOUNTS AND

EXPENDITURE REVIEW COMMITTEE) ACT 1979

SECTION 5
5 The functions of the Committee shall be -

(a) to examine the accounts of the receipts and
expenditure of the State and to bring to the
notice of the Parliament any items in those
accounts, or any circumstances connected with
them which it may consider appropriate;

(b) to inquire into and report to the Parliament
on any question in connexion with public
expenditure which is referred to it by the
Council or the Assembly;

(c) to consider and report to the Parliament how,
if at all, the administration of Government
programmes and policies may be carried out
more efficiently, effectively and economically;
and

(d) to report to the Parliament any alteration
which may appear desirable to be introduced
in the form or method of keeping and present-
ing the Public Accounts, or in the mode of
receipt, control, issue or payment of the
public money. -
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REPORT

The Public Accounts and Expenditure Review Committee has the
honour to report as follows: -

1.1 This report presents the Treasury Minute on the Cormit-
tee's report upon the Auditor-General's Reports for 1976-77.

The Treasury Minute procedure is that, following presentation
of a report to Parliament, the Committee forwards copies of
the report to Treasury and the departments concerned for com-
ment. The Treasury prepares a Minute which expresses a
Treasury view of the departmental response. This Minute,
together with Committee comment where necessary, 1s incor-
porated in the report for the information of the Parliament.

1.2 The Committee's report upon the Auditor-General's Reports
for 1976-77 was tabled in Parliament on 8 May 1980. Depart-
mental comments were forwarded to Treasury by 3 November 1980
with a request for a Treasury Minute to be prepared. The
Treasury Minute was received by this Committee on 1 June 1981.

1.3 This report sets out the relevant extracts from the
above report, together with the Treasury Minute received.

The presentation of this Treasury Minute completes the
inquiry conducted by this Committee's predecessor into the
Auditor-General's Reports for 1976-77.



REPORT UPON THE AUDITOR-GENERAL'S REPORTS FOR 1976-77
2.1 EXTRACT FROM COMMITTEE REPORT (page 2)

Insurers' Guarantee and Compensation Supplementation Fund

Main Report pages 33-34

6 In his report the Auditor-General commented in the
following terms: -

An audit report on the operations of the Fund for the
period from the date of its establishment, 28th May,
1975, to 30th June, 1976, drew attention to several
unsatisfactory features including:

(a) the fact that the legislation does not provide
any clear indication as to whether the Treasury
or the Insurance Commissioner is responsible
for the administration of the Fund;

(b) the absence in the legislation of any specific
power to examine the records of insurers in
relation to the receipt and payment by any
administering authority of the surcharge levy;
and

(c) weaknesses in internal control and associated
difficulties in establishing the correctness
of amounts receivable and payable from the Fund.

The several matters raised by audit have yet to be
resolved.

12* It is clear from the Committee's inquiries that
some errors have occurred and that the amount of any
discrepancy is difficult to ascertain. As legislative
authority still exists to enable the reintroduction

of the levy if desired, the Committee believes that
adninistrative procedures should be reviewed. This
review should put complete responsibility for the Fund
with either the State Insurance Office or the Treasury.

*The Korkers Compensation (Miscellaneous Provisions) Act 1979,
No. 9297, places responsibility for the Fund with
the Treasurer and also gives the Treasurer the power
to delegate to the State Insurance Commissioner any
or all of his powers in relation to the Fund.

The Act also requires an insurer to furnish an audit-
or's certificate in relation to contributions to and
claims from the Fund and facilitates inspection by
the Insurance Commissioner of an insurer's books of
account.

These amendments are to enable the accuracy of
insurers' returns to be verified.
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2.2 TREASURY MINUTE
The State Insurance Commissioner responded as follows -

As has been noted in the Report, the Workers Compensation
(Miscellaneous Provisions) Act 1979, No. 9297, has clarified
the position regarding the matters raised b, the Auditor-
General and discussed by the Committee.

Treasury notes the Insurance Commissioner's comments.



3.1 EXTRACT FROM COMMITTEE REPORT (page 12)

Education Department -~ Property Purchases

Main Report pages 61-62

35 Explanations provided in respect of the various
property purchases appear to be logical and a common
sense business approach seems to have been taken in
respect of each purchase. The Committee is concerned,
however, that the Education Department has adopted this
approach without first having legislative authority.

The Committee reiterates its belief that the Department,
in consultation with Treasury and Audit Office personnel,
should review its legislation and statutory rules so
that proper authority exists for the Department to meet
its objectives.

3.2 TREASURY MINUTE
The Education Department responded as follows -

Subsequent to the activities of the Department, covered by
the report on the Auditor-General's Report for 1976-77, two
significant amendments to legislation have altered the

framework of authority under which the Department operates.

1l FEducation (Further Amendments) Act 1978

2 Education (Further Amendments) Act 1979

The wider powers provided within this legislation provide
adequate scope for operations in the present environment.

Treasury commented as follows - The major objectives of the
1978 amendment to the Education Act, mentioned by the Depart-
ment, were to enable the Minister of Education to establish
agreements with local councils and community organizations in
order to permit the joint use of both school and community
facilities and so enable a better standard of facility to be
provided and to broaden the interpretation attached to educa-
tional activities being carried out by School Councils. The
1979 amendments enabled a School Council to enter into
contracts with any other school council; to be paid for works
undertaken on their own behalf or on behalf of other school
councils and, with the approval of the Minister of Education,
to enter into agreements for joint developments of facilities
or services.

Since the Department acknowledges that the amended legislation
provides adequate scope for operation in the present environ-
ment the events and actions which were the subject of .criti-
cism by the Auditor-General in his report for 1977-78 should

not recur.



4.1 EXTRACT FROM COMMITTEE REPORT (pages 13-14)

Department of Labour and Industry Annual Advance

Main Report page 95

39 In the Auditor-General's Reports for 1974-75 and
1975-76 and again in 1976-77, reference has been made
to the fact that the Annual Advance of the Department
of Labour and Industry has not been reconciled since
15 January 1974.

Considerable work has been undertaken by the
Accountant to reconcile the Advance Account as at 30
June 1975. As at the date of Mr. Waldron's appearance
before the Committee the Account still had not been
reconciled.

40 The Committee has noted further comments from Mr.
Waldron to the effect that this reconciliation has
still not been made. The Committee 1is concerned at
the lack of satisfactory progress by the Department in
reconciling the Advance.

4.2 TREASURY MINUTE

The Department of Labour and Industry responded as
follows -

On 7 November 1979 certain recommendations were made to the
Director of Finance for reconciling the Departmental Advance
Account. A copy of that letter was sent to the Auditor-
General. On 18 March 1980, the Assistant Director - Account-
ing advised that, having regard to all the circumstances,

the Treasurer had approved of the adjustment of the Account
by charging various amounts to certain Votes of the Depart-
ment of Labour and Industry and Ministry of Consumer Affairs.

The Account was adjusted by charging all the relevant amounts
to the Votes on 29 April 1980 (reference 05/2195)

Treasury agreed that, as stated by the Department, a reconci-
liation of the Advance as at 30 June 1979 was presented to
Treasury. The reconciliation identified the areas in which
mistakes had occurred in 1974 and subsequent years. The

main source of error related to payments of salary and allow-
ances in 1974-75 when the manual payroll system was being
converted to computer operation. Employees were paild correct-
ly but errors were made in records. Treasury was satisfied
that there had been no misappropriations. Adjustment, with
Treasurer's approval of 18 March 1980, was made by charges

to appropriations concerned. The Department is now recon-
ciling the account each fortnight.

5
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5.1 EXTRACT FROM COMMITTEE REPORT (pages 14-15)

Mines Department - Petroleum Royalties

Main Report page 101

41 The Auditor-General restated his 1975-76 comments
concerning petroleum royalties and it seems that a
determination on royalties is little closer to finali-
zation than when the Committee reported on the matter
in relation to those 1975-76 comments. Whilst the
Minister for Minerals and Energy, as the Designated
Authority, is in a position to make a determination,
there is an agreement that the Commonwealth Government
will be consulted before any determination is made.

The Committee is seriously concerned at the delay and
the possibility of substantial amounts being outstanding
to the State for such a protracted period. Further,

the calculation required after a determination is made
becomes greater with each passing year.

The Committee is investigating the current petroleum
royalties situation and the cause for the continuing
delay with officers from Treasury and the Department
of Minerals and Energy. The results of this investi-
gation will be reported in the Committee's report on
the Auditor-General's Reports for 1977-78.

5.2 TREASURY MINUTE

The Department of Minerals and Energy responded as follows -

The Committee will recall that this matter was the basis
for the Committee meeting on Tuesday, 3 June 1980, at which
were present the Honourable J.C.M. Balfour, Minister for
Minerals and Energy, Mr. B.W. Court, Secretary for Minerals
and Energy, and Mr. J. Le Page, Director of the 0Oil and Gas
Division of the Department of Minerals and Energy.

At this meeting it was disclosed that agreement had been
reached with licensees in respect of the ascertainment of
wellhead value of petroleum and that a re-assessment of all
royalties back to the commencement of petroleum production,
would be made in line with the heads of agreement reached
between the Designated Authority and the licensees. This
determination of royalty value is currently being assessed.

It should be stated here that the amount of arrears to be
paid by the licensees over all these rgyalty.per}ods will
not be as high as the $15 million mentioned in Minute 42



of the Auditor-General's Report and in fact will probably
be in the region of $3 million.

The agreement with licensees referred to above was made
after full consultation with the Commonwealth Government
and in accordance with their wishes on this matter.

Treasury notes the Departmental comments and the fact that
the Auditor-General in his report to Parliament for the
year ended 30 June 1980 stated -

On 22 May 1980, the Designated Authority and the licensees
reached agreement, iIn terms of the legislation, as to calcu-
lation of the value of petroleum at the well-head. The
agreement is retrospective and covers all royalty periods
from the commencement of production. The significant items
included in the agreement are:

(a) The location of the well-head with respect to wells drilled
from fixed platforms is the choke valve or the first
control valve located immediately downstream of the point
known as the Christmas Tree.

(b) Duties of customs and excise levied by the Commonwealth
on sales of petroleum products are excluded from the
assessment of well-head value.

(c) A proportion of the cost of platform structures is deemed
to be post well-head fixed assets for purpose of deprecia-
tion allowance calculations.

(d) No allowance is made for the cost of working capital.

(e) Allowance is made for interest, at a fixed rate per annum,
on the written down value (at the royalty depreciation
rate) of all allowable post well-head fixed assets.

Re-~assessment of well-head values used in past royalty compu-
tations to take account of the May 1980 agreement 1is in progress.
It is understood that workings involved in the re-assessment

are quite complex and time consuming. It would appear that the
re-assessment will lead to an adjusting royalty payment by the
licensees to the State.

oOn 7 January 1980, the Designated Authority made a determination,
in default of agreement with the licensees, as to the location
of the well-head in respect of petroleum recovered from the
Cobia-2 subsea completion well. This determination and the
corresponding royalty payments are currently under dispute by

the licensees.
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5.3 COMMITTEE COMMENT

The Committee will keep under review the determ%nation
into the location of the well-head in respect of Cobia-2
subsea completion well.
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.1 EXTRACT FROM COMMITTEE REPORT (pages 15-16)

Defalcations and Irregularities

Main Report pages 145-6

43 In accordance with the usual practice the Committee
examined several reported cases of defalcations and
irregularities, two of which are deserving of further
comment: -

(a) Mount Buffalo National Park (Ministry for
Conservation)

The Auditor-General reported a deficiency of
approximately $3 038. In discussion with the
Committee Mr. Waldron indicated that his audit
inspector had drawn attention to the lack of
security in relation to ski tow tickets which
led to a deficiency of $2 127. No satisfactory
explanation could be obtained in relation to a
shortage of funds. However, Audit Office staff
were of the opinion that the Department has now
taken steps which should prevent a recurrence
of this situation.

(b) Social Welfare Department - Family Assistance

In evidence to the Committee Mr. Waldron indi-
cated that reference had been made in the
previous Auditor-General's Report to an over-
payment of $3 420. As a result of this earlier
reference an audit investigation was initiated
embracing a review of the whole system. Unfor-
tunately, at the time evidence was tendered to
the Committee, this investigation had not been
completed because of lack of experienced staff
and other audit commitments.

6.2 TREASURY MINUTE

Paragraph 43(a) - Mount Buffalo National Park

The Ministry for Conservation responded as follows -

1

The deficiency of $2 127.25 was at least partially attri-
butable to the lack of internal control and the irregu-
larities in the actual distribution of tickets, as
pointed out by the Auditor. Moneys were simply placed

in the safe prior to banking, without any real regard

or verification as to how much was actually held at any
particular point in time. As stated previously, proper
check counts were very rarely carried out. No doubt

615



Treasury notes the commen

this lack of control contributed considerably towards
the deficiency in question, although one could not ignore
the possibility of theft.

Because of the unusual pack in which tickets were supplied
by the Government Printer, and the adverse weather condi-
tions which prevail during the snow season, it is probable
that errors in accounting for ski tow tickets at points

of sale were unavoidable...... This point was verified

by the Auditor in paragraph 8 of this report.

To avoid similar reoccurrences this year and in future
years, the following internal control procedures have now
been implemented. A ticket box is used at each ski run
to facilitate the sale of tickets. As there are two ski
runs in operation through the snow season, two ticket
boxes are used (one box situated at each run). The Sub-
Collector collects revenue from each of the BoxX operators
once or twice daily, depending on the level of activity.
During this process the Sub-Collector checks the amount
of cash on hand to ensure that it agrees with a daily
takings sheet, after which a receipt is written out and
handed in exchange for the cash to the relevant operator.

The daily takings sheet is dissected into the various
types of tickets for sale, and discloses the number of
tickets received by each operator, the ticket numbers
relating thereto, and the same relevant information for
the tickets returned, spoilt and sold. Any tickets which
are spoilt are attached to the corresponding daily takings
sheet. This sheet also provides details for cash floats
and collections and is signed by the operator and verified
by the Sub-Collector.

Prior to the commencement of the days operations, all
float monies are counted by the Sub-Collector and subse-
quently checked by the cashier. Verification is also
made as to the numerical sequence of the tickets handed
to each cashier.

Prior to banking, the total cash on hand is once again
counted and agreed to the receipt book. The cash book,
which has been redesigned to disclose a columnar dissec-
tion of the various sources of revenue, is written up
directly from the receipt book.

ts of the Ministry for Conservation.

Action taken by the Ministry should prevent a recurrence of
this problem.

10



Paragraph 43(b) - Social Welfare Department (now Community
Welfare Services)

The Department of Community Welfare Services responded
as follows -

The overpayment occurred when a junior officer made a basic
error in transcription on a computer format sheet, whereby

the simple insertion of an additional zero effectlvely allowed
payment to be made to the recipient of a pension of $950 per
fortnight, instead of $95. This occurred for four fortnights
before being detected by the Department and resulted in the
stated overpayment of $3,420. The computer sheet on which

the error was made is the prime entry medium for process by
the computer, a facility incidentally provided by the Common-
wealth Department of Social Security at no cost to the State.

Following detection of the error, the systems in use were
immediately reviewed and resulted in automatic overpayment
rejection controls being introduced into the computer pro-
gramme so that upper limits for the various types of pension
classes were fixed, making further overpayments of this
nature impossible. In addition, and at the same time, the
manual processes for handling input and output data were
strengthened, both at the pension request source, normally

a regional office, and also within the Accounts Branch which
received and distributed the 3,000 pension cheques issued,
on average, each fortnight.

As the Committee's Report mentioned the Auditor-General
commenced a comprehensive review and appraisal of the Family
Assistance payments scheme involving an examination of both
the Commonwealth Department of Social Security's computer
file and our own; however for the reasons stated, the inves-
tigation was regrettably never completed.

For my part, I am pleased that this Department's review of
the system and procedures was totally effective and minimised
the possibility of further administrative error.

Eventually all moneys in this particular case were recovered
by subsequent court action.

Treasury notes the comments of the Department of Community
Welfare Services. Action taken by the Department should
ensure that overpayments of the nature mentioned are not
repeated.

11
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7.1 EXTRACT FROM COMMITTEE REPORT (pages 16-17)

Late Accounts

Supplementary Report page 3

44 Several instances were again listed of accounts
being unavailable for inclusion in the Report. The
two instances of greatest concern to the Committee
were as follows: -

(a) Local Authorities Superannuation Board

(b) Country Fire Authority

7.2 TREASURY MINUTE

Paragraph 44 (a) - Local Authorities Superannuation Board

The Local Authorities Superannuation Board responded as
follows -

Early in 1979, the Board considered the problem of delays
in accounting and reporting procedures, with particular
regard to the report for the year ended 28 February 1977,
referred to by the Auditor-General. It was agreed that the
appointment of additional staff and computerisation of
accounting procedures would eliminate unnecessary delays,
and every effort has been made to overcome the backlog of

work.

The following table gives a clear indication of the progress
made by the Board's staff since the new staffing and pro-
cedures have been introduced: -

YEAR VALUATION ACCOUNTS FROM FROM ANNUAL
COMPLETED COMPLETED ACTUARY AUDITOR REPORT
GENERAL
1976/77 MAY 78 JUNE 78 JUNE 78 DEC. 78 JUNE 79
1977/78 MAR. 79 MAY 79 MAY 79 SEP. 79 DEC. 79
1978/79 NOV. 79 DEC. 79 MAR. 80 NOT YET ESTIMATE

RECEIVED JULY 80

1979/80 ESTIMATED ESTIMATED
JULY 80 JULY 80

12
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The table shows that the period of time between the close of
the financial year and the completion of accounts has been
reduced from 16 months in 1976-77 to 15 months in 1977-78
and 10 months in 1978-79. The estimated completion date for
1979-80 accounts is 5 months.

It should be pointed out that the annual report for 1978-79
cannot be published until the Auditor-General's report has
been received, but this is expected early this month. It

will be clear from the above information that considerable
time delays occur after the close of the financial year in
obtaining completed audit and actuary's report. This severely
limits the possibility of producing annual reports within 8

or 9 months of the close of the financial year.

The Board is anxious to reduce the time lag in publishing
annual reports (estimated time is 17 months for the 1978-79
report), and has decided to issue an interim report each
year within six months of the close of the financial year,
incorporating unaudited figures.

One of the factors causing delay is the completion of the
audit. The Board has been advised verbally by the Auditor-
General's Department that the audit for the year ended 29
February 1980 will not commence until late in the year. On

3 June 1980 the Board wrote to the Auditor-General asking for
the introduction of a progress audit during the year and
early completion of the audit once the accounts are finalised.
The Auditor-General replied on 20 June 1980 assuring his
Department's full co-operation, and suggesting that an inter-
nal audit be conducted. This suggestion will be considered
by the Board at its next meeting on 9 July 1980.

The Board would like to quote paragraph 16 of the Actuary's
report for 1978-79:

A pleasing feature of this valuation was the earlier date at which
the information therefor was supplied by the Board's staff.

The Board trusts the above information will assure the Com-
mittee that the Board has taken decisive action to overcome
the backlog caused by staff shortages, and has set firm target
dates which are being met.

The introduction of the proposed interim report will ensure
that local authorities and contributors to the Local Authori-
ties Superannuation Scheme are informed of the Board's acti-
vities as quickly as possible after the close of each finan-
cial year. As soon as the annual report for 1978-79 has been
published (target date is July 1980), work will commence on
an interim report for 1979-80, and this will be given high
priority.

13



ireasury notes the comments of the Board and the fact that
its }978779 Accounts certified by the Auditor-General were
received on 25 July 1980 and its annual report was published
in the same month.

;n relation to its 1979/80 Accounts, valuation was completed
in July 1980 and Accounts were completed in the same month.
The report from the Actuary was received on 1 December, 1980
and the annual report was published in that month. It is
expected that the Board will receive the Auditor-General's
report in May 1981.

The Auditor-General's suggestion in relation to the appoint-

ment of an internal auditor is still under consideration by
the Board.

Paragraph 44 (b) - Country Fire Authority

The Ministry for Police and Emergency Services responded as
follows: -

In response to a request for advice regarding action taken
by the Country Fire Authority to remedy the deficiency
referred to by the Committee, the Secretary of the Authority
has advised that the Secretarial Section of his administra-
tion has been re-structured and an additional Senior Accoun-
tant has been engaged. In the result, the final accounts of
the Authority, as at 30 June 1980, were available to the
Auditor-General for inclusion in his Annual Report to Parlia-

ment for 1979/80.

Treasury notes the comments of the Ministry.

7.3 COMMITTEE COMMENT

The Committee has ascertained that, the Auditor-
General's audit report on the Local Authorities Superannuation
Board has been completed and was forwarded to the Local
Government Department via Treasury in June 1981. The Local
Government Department has since informed the Committee that
the report was sent to the Local Authorities Superannuation
Board for comment on 27 August 1981.

In relation to the appointment of an internal auditor,
the Committee was informed that the Board had recently
implemented a new computer system which is currently being
examined by the Auditor-General in order to establish an -
audit programme. The Board has postponed the consideration
of internal audit requirements until the Auditor-General has
completed his examination.

14
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The Committee still sees internal audit as playing an
important role in efficient management and would expect the
Board to give this matter its urgent attention.

15



8.1 EXTRACT FROM COMMITTEE REPORT (pages 17-18)

Albury-Wodonga (Victoria) Corporation - Acquisition

of Properties - Supplementary Report page 5

45 On page 5 of the Supplementary Report Mr. Waldron
referred to the following note appended to the balance
sheet of the Corporation: -

NOTE - The item in the Balance Sheet "Land and Buildings
$12,482,560" under the head of Fixed Assets, includes
amounts of $76,112 and $668,884 paid in respect of pro-
perties acquired from B.W. Harvey and K.G. Renwick Home
Units Pty. Ltd. for areas of land outside or partly out-
side the area designated in pursuance of the Wodonga Area
Land Acquisition Act 1973. Negotiations for the purchase
of the two properties commenced prior to detailed defini-
tion of the area capable of acquisition by the Corporation,
and the Corporation, with the approval of the Minister,
proceeded to settlement.

He went on to suggest that the Corporation's funds were
not available for the acquisition of the two properties
in question. This matter was discussed with Mr. Waldron
and the Committee is also in possession of comments

from the Department of State Development and Decentra-
lization. The Department maintained that there was in
fact legislative authority to acquire these areas, and
that such authority is contained in section 5 of the
Wodonga Area Land Acquisition (Amendment) Act 1974.

The Department's claim that section 5 gave authority to
acquire the properties proved to be unfounded and legis-
lation necessary to validate these and other purchases
was introduced into the Parliament on 14 November 1979.

This highlights the necessity for departments to thor-
oughly understand legislation which governs their
activities.

8.2 TREASURY MINUTE

The Department of State Development, Decentralisation and
Tourism responded as follows -

The comment by the Committee seems to indicate that these
lands were purchased because the officers of this Department
did not understand the Wodonga Area Land Acquisition
(Amendment) Act 1974. The Department fin@s.this comment
rather disturbing in that the land acquilsitlon program was
carried out within the direction and guidelines laid down by
the Ministerial Council comprising Ministers of the three
governments oversighting the growth centre at that time.

16
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In the case of B.W. Harvey it was found that a part of his
property was outside the designated area and that, if
dissected, the portion outside the designated area would
not be viable.

Matters of this nature were brought to the attention of the
Ministerial Council which, at its meeting on September 27
1974 decided:

....Properties partly designated to be excluded from acquisi-
tion or purchased on the basis that the minimum disruption
should be caused and proper regard be paid to possible claims
for severance based on continued viability of the holding.

This policy adopted by the Ministerial Council was based on
the basic principles of fairness, justice and common sense
and officers of this Department were adhering to this policy
in arranging for the purchase of the Harvey property.

The land purchased from K.G. Renwick Home Units Pty. Ltd.
was included in stage 1 and 2 of the Wodonga Area Acquisi-
tion Programme. The property was to be purchased under
provision of the Wodonga Area Land Acquisition Act 1973
which, at that time, gave the Minister power to acquire land
within 55 km of the Union Bridge.

Negotiations for this property were in the closing stages
when this legislation was amended.

It would have been grossly unjust to withdraw the offer to
purchase at that late stage and the Minister saw the oppor-
tunity to purchase the property under section 5 of the
amending Act.

In both cases all advices given to the Minister were based
on Ministerial decisions and officers carried out their
duties to the Government in an admirable manner.

The opinion of the Government on these purchases was well
stated by the Hon. I.W. Smith, Minister of Agriculture in
the Parliament on November 21 -

....There is no doubt that the Minister and the Ministerial
Council acted in good faith with the best interests of the
individual land owners in mind at all times. The whole land
acquisition programme was carried out Iin such a manner as to
ensure that the land owners were disadvantaged to the least
possible degree, and in this regard officers of both the
Victorian Public Works Department and the Albury-Wodonga
Development Corporation are to be commended.

17



Treasury notes the Departmental comments and the fact that
the Wodonga Area Land Acquisition (Validation) Act 1980,
No. 9401, assented to on 29 May 1980, validated these and
other purchases.

8.3 COMMITTEE COMMENT

The Committee accepts that the Department's actions
were based on principles of fairness, Jjustice and common
sense. However amending legislation was clearly necessary
to validate some of the purchases made by the Corporation.

The Committee again stresses the necessity for depart-
ments to ensure that their actions are in accordance with
their legislative provisions. If the existing legislation
does not provide the necessary authority for a department to
meet its objectives then enabling legislation must be agreed
to by the Parliament prior to any departmental action being
taken.
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9.1 EXTRACT FROM COMMITTEE REPORT (pages 18-20)

46
the

47

Onion Marketing Board - Books and Accounts

Supplementary Report page 59

Mr. Waldron commented on the Books and Accounts of
Onion Marketing Board in the following terms: -

Pursuant to Section 13(5) of the Marketing of Primary
Products Act 1958, the Governor in Council appointed a
chartered accountant as liquidator of the Onion Marketing
Board as from 19 November, 1975, for the purpose of wholly
winding up its affairs and the liquidator so appointed is
still acting in the winding-up.

The books and accounts of the Board for the period ended
19 November 1975, which were completed by the liquidator
as far as possible, have now been audited and details of
operations for the last two seasons, i.e., those ended on
15 November 1974, and 19 November 1975, are given Iin the
statement hereunder

Pool
1974 1975
N s
Proceeds from sales.. .. .. .. .. 1 408 949 919 512
Administration and Marketing Expenses 94 239 169 695
Payments to Growers.. .. .. .. .. 1 324 184 827 134

However, because of unsatisfactory, incomplete and missing
books and records, which were available neither to the
liquidator nor to my officers, I have been unable to verify
these figures or the assets and liabilities of the Board as
at 19 November 1975. I considered it necessary, therefore,
to qualify my certificate to the Balance Sheet.

In evidence to the Committee the Auditor-General

indicated that there was no information available to
the Audit Office which could give rise to suspicion
about any officers or employees of the Board. However,

he did point to the magnitude of sales involved
expressed the view that there may be a need for
nal audit of marketing boards by the Department
Agriculture in view of the problems encountered
the Onion Marketing Board.

and
inter-
of
with

52 The Committee considers that the Marketing of

Primary Products Act 1958 should be closely examined
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9.2

with a view to ensuring that appropriate amendments
are prqmulgated which will require accountability of
marketing boards and their members to the Parliament.

TREASURY MINUTE

The Department of Agriculture responded as follows -

1

The Department does not agree with the view expressed
by the Auditor-General that there may be a need for
internal audit of marketing boards by the Department
of Agriculture. It is clearly the responsibility of
a marketing board to ensure that its statutory powers,
functions and obligations are discharged efficiently.
Therefore, a board has the fundamental responsibility
of ensuring that effective control is exercised over
its financial and other transactions, and that the
capacity, expertise and performance levels of its
staff are such as to enable it to fulfil that require-
ment.

As the Committee is aware, the Marketing of Primary
Products Act empowers boards constituted under the Act

~to appecint their own staff.

The Department believes that it would be neither desi-
rable nor proper for it to intrude into areas which
are clearly within the function and responsibilities
of marketing boards by undertaking internal audits.

It must also be pointed out that the financial and
other transactions of these boards are essentially
commercial in nature, and that this Department does
not have any audit staff with experience and expertlse
in that field.

At the time the decision was taken to wind up the
affairs of the Onion Marketing Board, the membership
of the Board, in accordance with the Act, comprised
four growers elected by qualified producers and one
person appointed by the Government. The Chairman and
Deputy Chairman were elected by the members of the
Board, and all members were appointed or elected for a
term of two years concluding on a common date.

Subsequent to the cessation of operations by the Onion
Marketing Board, and with effect from 1 July 1977,
Parliament enacted amendments to the Marketing of
Primary Products Act under which -

(i) Each marketing board comprises six members appointed
by the Governor in Council. Of these members -

20



(a) three are producers who derive a substantial
portion of their income from the production
of the particular commodity;

(b) three are persons nominated by the Minister
having regard to their experience and
expertise in the fields of management,
marketing or business.

(1i) The Chairman and Deputy Chairman are appointed
for specific terms of office by the Governor in
Council.

(1ii) The terms of office of members are so arranged
that two members retire every twelve months.

These changes have enabled the Government to achieve
an adequate and balanced representation of grower and
commercial expertise in the membership of each market-
ing board. The changes have also resulted in the
Chairmen and members of boards being effectively
accountable to the Minister for the policies and
operations of their boards.

As the Committee is aware the liquidation of the Onion
Marketing Board has not yet been finalized. The delay
has been caused firstly by a Court action in London
relating to a shipment of onions on the "Antje Schulte"
and secondly, following resolution of the London Court’
action, by the dispute between the Ligquidator and
Barker Green and Parke Produce Pty. Ltd., as to the

sum due to the Liquidator by that firm.

Acting on the advice of Counsel, the Liquidator is
pursuing his claim against Barker Green and Parke
Produce Pty. Ltd., and the amount available to pay
creditors of the Board is dependent on the outcome of
this action. If the Liquidator's action is successful,
it would appear, on present information, that creditors
will receive at least 75 cents in the dollar.

Currently the Marketing of Primary Products Act
requires only the Victorian Egg Marketing Board to
furnish to the Minister for tabling in Parliament, an

annual report including an audited statement of accounts.

The Minister has agreed that, at the appropriate time,
amendments will be introduced to apply this requirement
to all marketing boards constituted under the legisla-
tion.

21
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Treasury notes the comments made by the Department in rela-
tion to the accountability of Chairmen and Members of Boards
since 1 July 1977 and Ministerial intention, at the appro-
priate time, to introduce amendments to the Marketing of
Primary Products Act in line with the Committee's comments
in paragraph 52 of its report.

9.3 COMMITTEE COMMENT

The Onion Marketing Board has not yet been liguidated.
Legal action is pending in Victoria between the Liquidator
and Barker Green and Parke Produce Pty. Ltd.

The Department has noted the Committee's recommendations
regarding the accountability of marketing boards and their
members to the Parliament, and it is proposed that the neces-
sary amendments will be included when the Marketing of Primary
Products Act 1958 is next amended.
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10.1 EXTRACT FROM COMMITTEE REPORT (pages 21-27)

Motor Accidents Board - Disbursement of Special Account

Surplus - Supplementary Report page 82

57 Mr. Waldron commented in his report as follows -

The Motor Accidents Act 1973 authorized the establishment

of: -

(1) the Motor Accidents Board, to provide for the payment
of compensation to persons Iinjured and to certain
relatives of persons who die as a result of motor
accidents; and

(ii) a Motor Accidents Tribunal, to decide appeals against
decisions of the Board.

The three-year period relating to the Special Account,
particulars of which have been given In previous Reports,
ended on 11 February 1977. The surplus at 30 June 1977
was §2,429,610, and outstanding benefit liability has been
estimated to be $176,000. The legislation does not provide
for disbursement of any surplus.

58 Mr. Waldron expressed the view that it apparently
had not been anticipated at the time the legislation
was introduced that there would be a surplus in the
Special Account and no provision was therefore made
to deal with the situation. He advised the Committee
that the Board had invested the surplus and was seek-
ing an appropriate amendment to the Act.

By letter dated 12 June 1978, the Board's General
Manager advised the Committee that it had written to
the Under Secretary on the matter and recommended
that the surplus be used for improving facilities for
treatment of motor accident casualties. He indicated
that it was anticipated the recommendation would be
considered in conjunction with the recommendations

contained in the Report of the Board of Inquiry into
Motor Vehicle Accident Compensation in Victoria

The Committee agrees this would be a worthwhile
use for the surplus which amounted to approximately
$2.4 million as at 30 June 1977. 1In evidence given
to the Committee on the Auditor-General's Reports for
1977-78, the Motor Accidents Board advised that the
surplus in the Special Account still had not been
provided for in amending legislation.

23



10.2

Motor Accidents Board - Income Tax Deductions from Benefits

Supplementary Report page 83

59 Once again the Auditor-General in a footnote to
the accounts of the Motor Accidents Board referred to
the fact that no deductions from benefits were made
in respect of income tax and that the matter was
still unresolved.

The Auditor-General advised the Committee that a
test case was expected to be heard by the Supreme
Court in April or May 1978. The Board subsequently
lost the case and appealed against the decision. The
Federal Court dismissed the appeal and affirmed that
the payments were taxable. Following dismissal of
the Board's appeal, the Motor Accidents Act 1973 was
amended to ensure that any payment by the Board could
not be deemed salary or wages and would, therefore,
not be subject to income tax.

TREASURY MINUTE

The Motor Accidents Board responded as follows -

1

Disbursement of Special Account Surplus

This matter is one of a number of recommended amend-
ments to the Motor Accidents Act 1973, currently under
consideration by the Minister of Labour and Industry.

Income Tax Deduction from Benefits

The Board notes the advice of the Auditor-General to
the Committee and agrees with the details thereof.

The amendment was operative from 18.12.79 and applies
not only to injuries received on or after that date
but also to those received prior to that date subject
to certain provisions. Those provisions are set out
in section 22 of the Motor Accidents (Amendment) Act
1979 and where a re-assessment 1is made of applications
lodged prior to 18.12.79 or liability is admitted for
applications lodged after that date for accidents that
occurred prior to 18.12.79, then generally speaking
the payments made will be for loss of earning capacity
and as such will not attract taxation. This type of
payment will apply to all accidents on and after
18.12.79.

To date the Commissioner of Taxation has given no
indication of what, if anything, he proposes to do in
respect of loss of income payments made by the Board
up to 17.12.79. The Board has no way of knowing
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631

which applicants included Board payments in their
taxation returns and paid the tax as assessed in res-
pect of those payments. The legal position regarding
tax may be further complicated when the Board re-
assesses an application under S.22 referred to above,
because it may be that the re-assessment has changed
the character of the earlier payments from loss of
income to loss of earning capacity. Therefore the
Board considers it should do nothing unless the
Commissioner of Taxation takes action.

Treasury Comments

1

10.3

Disbursement of Special Account Surplus

Treasury awaits the outcome of consideration of the
matter by the Minister of Labour and Industry.

Income Tax deductions from Benefits

Treasury notes the Board's proposal.

COMMITTEE COMMENT

The Auditor-General has referred to the need to provide

for the disbursement of the surplus in the Special Account.
Information given to the Committee is that proposed amend-
ments have been under consideration by the Department for
some time. The Committee recommends that the Minister of
Labour and Industry give this matter his early attention so
that the necessary legislation can be introduced.
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11.1 EXTRACT FROM COMMITTEE REPORT (pages 23-24)

State Insurance Office

Supplementary Report page 98

60 The Auditor-General reported that as the final
accounts for the financial year 1976-77 were not yet
available, the information furnished and the subject
of his report, were in respect of the operations for
1975-76 only. The audit of the 1975-76 financial
statements had not been completed in time for
inclusion in the Auditor-General's supplementary
report for that year.

61 Mr. Waldron commented in his report as follows -

My predecessor qualified his report on the Balance Sheet
of the State Insurance Office as follows:-

The amount of $15 million shown as "Provision for Claims
Experience Discount" is not, in my opinion a proper
charge against the year's operations. This item cannot
be truly matched against the premium income for the year,
is not an expense incurred in or in respect of the year
ended 30 June 1976, and, in my opinion, should have been
treated in the Profit and Loss Statement as an appropria-
tion of profit made for the specific purpose of providing
for future anticipated allowances to policy holders. In
my opinion, therefore, the year's net profit has been
understated to the extent of $15 million.

The overall net profit disclosed at 30 June 1976, would
have been $26 141 249 had not this sum of S$15 million
shown as "Provision for Claims Experience Discount" been
charged against the year's operations. In addition,
experience has now shown that the inflationary factor (an
estimated 20 per cent. for the year ended 30 June 1977)
included by the consulting actuaries in the calculation of
the liability of §173 500 000 in respect of outstanding
claims for compulsory third-party insurance at 30 June
1976, was excessive.

In commenting on his predecessor's qualification to
the accounts of the State Insurance Office, Mr.
Waldron advised that in respect of the provision for
claims experience discount, the general effect is that
the net profit of $11 million overall would have been
$15 million greater had the provision for claims
experience discount in respect of employers liability
insurance not been charged against the year's opera-
tion. He added that it was a question of account
treatment - should you show the profit as $11 milljion
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or as $26 million less the abnormal item $15 million,
giving a net profit of $11 million. It was his
opinion that the procedure should have been on the
basis of disclosing $26 million profit.

11.2 TREASURY MINUTE

The State Insurance Commissioner responded as follows -

State Insurance Office

The Provision for Claims Experience Discount has been main-
tained in the accounts of the Office and has not been the
subject of comment by the Auditor-General since the report
on the year ended 30 June 1976. At present the reserve has
proved to have been justified and will be recalculated and
provided for in the current year's accounts. At 30 June
1979 it was $7.3 million.

The allowance for inflation in the figure for outstanding
claims is a proper factor in this calculation. This Office
maintains a consistent approach to the calculation of this
important figure in our accounts.

The engagement of actuaries in this exercise is now becoming
an accepted practice in general insurance and one which
provides a much less subjective appraisal than that where
case estimates are the sole source of assessment.

Treasury notes the comments of the Insurance Commissioner
and agrees with the approach taken in the calculation of
profits.
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12.1

12.2

EXTRACT FROM COMMITTEE REPORT (pages 24-25)

Zoological Board of Victoria - Kiosk Catering Rights

Supplementary Report page 111

65 At page 111 of his supplementary report the
Auditor-General referred to a decrease in receipts
and expenditure relating to kiosks. He stated -

The substantial decrease in both receipts and expenditure
relating to kiosks was due to the granting, in December
1976 of sole catering rights at the Royal Melbourne
Zoological Gardens, to a private catering firm. Under
the agreement the Board received a commission on gross
turnover.

Only one firm was invited to tender for this concession
and a formal legal contract was not arranged. The Board
responded to audit observations on these matters in an
audit report in June 1977, to the effect that it had, as
a responsible body, exercised its judgement both objec-
tively and subjectively in seeking a suitable caterer
and that the form of agreement into which the Board
actually entered was preferable to a legal agreement.

66 The Committee subsequently obtained a copy of the
Audit Report and comments of the Zoological Board
dealing with catering rights at the Royal Melbourne
Zoological Gardens.  Following its examination of
this material the Committee then enquired as to
whether other caterers were considered at the time
the firm was invited to tender, and sought advice as
to the present position.

67 Information provided to the Committee by the Min-
istry for Conservation on 6 February 1979, shows that
no other caterers were considered at the time Richard
Dax Catering Pty. Ltd. was given sole catering rights.
This firm was subject to a trial period prior to being
awarded a contract. The Committee was also advised
that Richard Dax Catering Pty. Ltd. is still respon-
sible for catering at the Gardens and, as from 1 March
1979, was to be awarded a contract on the basis of
competitive tendering. In the Committee's view other
caterers should have been invited to tender.

TREASURY MINUTE

The Ministry for Conservation responded as follows -

The current contract between the Board and Richard Dax
Catering Pty. Ltd. was awarded on the basis of competitive
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635

tendering and was entered into with effect from March 1
1981.

Treasury notes the comments of the Ministry for Conservation.

Committee Room

9 September 1981
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EXTRACTED FROM THE MINUTES OF THE PROCEEDINGS OF
THE LEGISLATIVE COUNCIL

TUESDAY 8 SEPTEMBER 1981

12 PUBLIC ACCOUNTS AND EXPENDITURE REVIEW COMMITTEE -
The Honourable A.J. Hunt moved, by leave, That
the Honourables Clive Bubb, G.A.S. Butler, D.K.
Hayward and N.F. Stacey be members of the Public
Accounts and Expenditure Review Committee and
that the said Committee have power to send for
persons, papers and records.

Question-put and resolved in the affirmative

EXTRACTED FROM THE VOTES AND PROCEEDINGS OF
THE LEGISLATIVE ASSEMBLY

TUESDAY 8 SEPTEMBER 1981

16 PUBLIC ACCOUNTS AND EXPENDITURE REVIEW COMMITTEE -
Motion made, by leave and question-That-(a)Mr.
Evans (Gippsland East) , Mr. Mackinnon, Mr. Mathews,
Mr. Remington, Mr. Richardson, Mr. Rowe, Mr.
Walsh and Mr. Williams be Members of the Public
Accounts and Expenditure Review Committee; and
(b) the Committee have power to- (i) send for
persons, papers and records; and (ii) commission
any person or persons to investigate and report to
the Committee on any aspect of the subject-matter
under investigation by the Committee (Mr. Thompson) -
put and agreed to.
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TERMS OF REFERENCE

PARLIAMENTARY COMMITTEES (PUBLIC ACCOUNTS AND

EXPENDITURE REVIEW COMMITTEE) ACT 1979

SECTION 5

5 The functions of the Committee shall be -

(a)

(b)

(c)

(d)

to examine the accounts of the receipts and
expenditure of the State and to bring to the
notice of the Parliament any items in those
accounts, or any circumstances connected with
them which it may consider appropriate;

to inquire into and report to the Parliament
on any question in connexion with public
expenditure which is referred to it by the
Council or the Assembly;

to consider and report to the Parliament how,
if at all, the administration of Government
programmes and policies may be carried out
more efficiently, effectively and economically;
and

to report to the Parliament any alteration
which may appear desirable to be introduced
in the form or method of keeping and present-
ing the Public Accounts, or in the mode of
receipt, control, issue or payment of the
public money.
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CHAPTER 1

INTRODUCTION AND SUMMARY

1.1 BACKGROUND TO INQUIRY

1.1.1 The Public Accounts and Expenditure Review

Committee resolved to undertake an inquiry into the current
and future use of EDP facilities and techniques.
1981, a sub-committee was appointed and given the following

objectives and terms of reference for the inquiry:-

(a)

(b)

(c)

(@

to report to Parliament on the current
level of use of computers within the
Victorian public sector and the extent
to which management is efficiently
using and properly controlling these
and related resources;

to make general recommendations regard-
ing the future effective acquisition and
utilization of data processing resources
and the future role of information systems
in the Victorian public sector;

to establish by survey:

- Victorian public sector computing
facilities in terms of quality
and cost; and

-~ the manner and extent of current use
of these and related resources;

to review and make general recommendations
in respect of management procedures for:

- planning data processing requirements
and controlling acquisition of
resources;

- ensuring economic use of these resources
while at the same time providing a
service to users;
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- setting and monitoring standards for
the development, documentation, and
maintenance of applications; and

- ensuring satisfactory controls have been
instituted to maintain the integrity and
to guard against the fraudulent or
irregular use of data;

(e) to make general recommendations as to the
future role of information systems in the
Victorian public sector; and

(£) recommendations on the future role and use
of computers should include consideration
of such matters as

- effective use of information in the control
and planning of Government operations;

- possible areas where information or
facilities may be shared and economies
achieved; and

- trends in technology in the areas of
equipment, facilities and applications,
systems, and their possible effects on
Government and the public.

1.1.2 In July 1981 the Committee published a discussion
paper entitled "Current and Future Use of EDP Facilities
and Techniques in the Victorian Public Sector. The paper

aroused considerable interest, resulting in 46 written
submissions (see Appendix A) from departments of the
public service and public bodies and 13 from the private
sector. It may thus be concluded that the discussion paper
has achieved its objective of stimulating the submission of
a range of views. Most of these submissions have supported
the thrust of its recommendations.

1.1.3 This report is intended to conclude the
Committee's current review of EDP by selecting major issues
from among those raised in the discussion paper and develop-
ing more detailed recommendations.
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1.1.4 It is based upon the written submissions*received
and evidence* taken at 10 public hearings with 19 organiz-
ations and individuals (see Appendix B). These hearings took
pPlace between 11 September and 19 October 1981. In addition
discussions were held with representatives of two computer
suppliers and one EDP personnel service firm, and with the
Computer and Systems Division of the Public Service Board.
The Committee has also drawn on EDP practices in the Common-
wealth Government and the governments of the United Kingdom,
Canada, the U.S.A. and the State of California, where these
were considered relevant to Victoria.

1.1.5 The Committee wishes to acknowledge the highly
professional work of its consultant for this stage of the
inquiry, Mr. P.K. MacGregor of P.K. MacGregor and Associates.
It also wishes to gratefully acknowledge the valuable assist-
ance of its two external advisors for the inquiry, Dr. B.
Garner, Professor of Computing at Deakin University, and

Mr. F. Belli, Chief Director of Audits in the Auditor-
General's Office.

1.2 SCOPE AND GENERAL THEME OF INQUIRY

1.2.1 The Committee is aware of the wide range of issues
in the terms of reference of the present inquiry which are
not dealt with in this report. The Committee has concen-
trated on recommending a broad framework for the management
of EDP resources. If this framework is implemented, many

of the difficulties experienced in the past should be
eliminated or reduced. Other aspects of the terms of
reference will be investigated by the Committee in due course.

1.2.2 The report identifies required changes in the
administrative processes, organization structure and required
resource levels for the management of information technology,
particularly EDP, in the Victorian Public Service. Specific
weaknesses in departments are used to illustrate the need

for procedural change and greater managerial involvement.

1.2.3 Some of the recommendations made also apply

directly to statutory authorities. In other cases recommen-
dations are made for change in procedures or organization of
the public service specifically. The Committee expects public
bodies generally to note these recommendations and implement
them to the extent that they are applicable.

* Submissions and Minutes of Evidence not printed.



1.2.4 The Committee may investigate further the use of
EDP facilities and techniques in municipal authorities,

local government, statutory bodies and health services during
1982. Of particular interest in this later phase will be the
rationalization of the collection, processing and storage

of land ownership and valuation information between the
various bodies which collect and use it.

Statutory Authorities and Agencies

1.2.5 The Auditor-General expressed the view that the
discussion paper paid insufficient attention to EDP
problems within statutory authorities and agencies. He
pointed out that:

Audit Office past experience would tend to show that
difficulties existed in a number of the statutory
authorities to almost the same degree as is disclosed
in the report on the departments and Government
Computing Service.

1.2.6 The Committee's view is that the remedy for this
must lie largely with the authorities themselves. In this
report the Committee advocates:

- increased visibility for Parliament of
proposed EDP developments within
authorities, through the submission of
rolling plans;

- periodic efficiency audits and effective-
ness reviews by the Auditor-General of
EDP systems in statutory authorities, with
reports to Parliament of results; and

- facilities for statutory authorities to obtain
" the help of central agencies such as the
Computer and Systems Division of the Public
Service Board, and the Government Computing
Service, when the authorities request such
assistance.

1.2.7 Although there are exceptions, statutory authorities
appear to be able to recruit and retain qualified EDP staff
more readily than departments. They have easier access to
funds, greater flexibility in setting salary ranges,
establishing positions, redeploying staff within the organ-
ization, and hiring and firing.
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They need not, for example, suffer the delays in recruiting
that sometimes cause applicants for public service positions
to take other jobs outside the service while awaiting advice
from the Public Service Board.

1.2.8 The Committee does not consider it appropriate for
the Public Service Board or any other public service agency to
control EDP developments in the statutory authorities.

Relevance of Social Issues

1.2.9 The Victorian Public Service Association (VPSA)

has said that social issues such as retraining, occupational
health, and privacy of personal information should be
addressed as matters of importance by this review. The
Committee is primarily concerned with how the administration
of Government programmes and policies may be carried out more
efficiently, effectively and economically. While the
‘Committee agrees that attention should be given to the
matters mentioned by the Victorian Public Service
Association, detailed consideration of these issues is beyond
the scope of this report. The Committee may deal

with some aspects of social issues in a later inquiry.

1.2.10 The Commonwealth Law Reform Commission has made
some tentative proposals(l4) on the privacy of personal
information. It is important that policies and laws on the
protection of the privacy of personal information should

be consistent between the States. Anomalies between State
laws are likely to make them difficult to enforce, since
data can easily be stored in one State and accessed on-
line from another.

1.2,11 Laws governing the protection of privacy of

personal data are expected to have a significant impact on

the design of some data bases in the Victorian Public Service.
Uniform guidelines on privacy are therefore urgently required.
However, for the reasons given above, such guidelines should
be consistent with the expected recommendations of the Law
Reform Commission; hence the progress by the latter will
control the pace of development of uniform State guidelines.

1.3 EDP AND INFORMATION TECHNOLOGY

1.3.1 Because of the rapid convergence of computer and
communications technologies, the Committee believes that it
is necessary to interpret the term EDP broadly. The barriers
between information processing technologies are breaking down
and there is little point in formulating or recommending



policies for the management of data processing separately
from word processing, text storage, text retrieval, and

data communications. Tools for the effective management

of. recorded information are becoming increasingly integrated
through electronics and total system planning; they should
therefore be considered together. Throughout this report,
the terms "EDP" and "information technology" may be regarded
as interchangeable for most purposes.

1.4 INFORMATION TECHNOLOGY AND PUBLIC ADMINISTRATION

New Areas of Application for Information Technology

1.4.1 The modern electronic digital computer first
appeared over 30 years ago. The US Federal Government has
used computers in administrative processing since the early
fifties, and the Commonwealth since 1962. The Victorian
Public Service has been relatively slow to take advantage
‘0of computing equipment. It installed its first centralized
system for administrative processing in 1968.

1.4.2 Until recently the major application of computers
in the Victorian Public Service has been in accounting,
carried out by batch processing. More recently moves have
been made into on-line data storage and retrieval functions
to assist in operational management; e.g. GENIUS, WREN and
the LANDTAX systems (see Chapter 6).

1.4.3 In future, senior public servants may make extensive
on-line use of management information derived from large
stored data bases and complex models of government processes.
This may introduce qualitative changes in the way government
administration works which are quite independent of currently
debated issues of centralization versus decentralization,

and which indeed could make that debate irrelevant (see

ref. 19 and SIMON in ref. 18). The importance of information
technology to public administration does not lie merely in
automating existing functions in the interests of efficiency.
It is equally important that one anticipates, evaluates and
capitalizes on the potential changes in government processes
which the technology makes possible and perhaps, in some
cases, inevitable.

1.4.4 Opportunities for the application of information
technology which have been suggested to the Committee include
the planning of education needs by the State; the sharing

of data by Motor Registration Branch, drivers' licence
records, insurance records, and the Police; and bringing the
TAB on-course.
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Modern information technology provides the opportunity for
the decentralization of some government functions to cities
or towns out of Melbourne, particularly to areas which
currently have high unemployment.

More Vigorous Programmes are Required for the Exploitation
of Information Technology

1.4.5 The Committee believes that the Victorian Govern-
ment is irrevocably committed to the increasing use of
information technology to manage the State's resources,
perform its administrative functions and provide service
to the public. Not all departments appear to appreciate
the likely extent of their dependence in the near future
on information technology. The potential benefit from the
application of computers in some departments, such as
Minerals and Energy and Community Welfare Services, seems
obvious, yet these departments appear to have given low
priority to carrying out even an initial investigation of
such potential. -

1.4.6 The absence in many departments of vigorous
programmes to take advantage of information technology may

be due in part to a lack of understanding of systems or EDP
by the management of those departments. A likely contrib-
uting factor is the frustration often experienced in the past
in obtaining even modest human resources to carry out systems
studies. It appears to the Committee that the philosophies
of the EDP Policy Committee may have tended to dampen
enthusiasm for EDP developments rather than encourage critical
examination of the possibilities.

1.4.7 The Committee recognizes that the Government's
policy is one of continuing restraint in public sector spend-
ing. However, this cannot be an argument for failing to
carry out a careful analysis of where EDP can be used to
reduce costs. There are probably few investments which can
yield as high a return for a modest outlay in the Victorian
Public Service as a search for the potential savings from

the application of information technology or the restructur-
ing of administrative processes to take advantage of infor-
mation technology.

1.4.8 Effectiveness and efficiency of EDP use in the
Victorian Public Service cannot be looked at in isolation
from the effectiveness and efficiency of departmental
programmes. In many cases money would probably be better
spent looking at whether a programme should be cancelled
or reorganized, rather than looking at whether that
programme might be done more efficiently using EDP.



Therefore, in parallel with the increased attention which the
Committee thinks must be given to the potential for applic-
ation of information technology in the Victorian Public
Service, there -must be an equally vigorous and continuing
appraisal of whether the functions being considered for
automation are appropriate,

Recommendations

1.4.9 The Committee recommends that :-

(a) all departments and statutory authorities
in the Victorian public sector should
implement positive programmes to accelerate
the exploitation of information technology
to reduce the cost of government and improve
the services it provides; and

(b) the Government Computing Service, the EDP
Policy Committee and the Public Service
Board should vigorously support departments
in investigating the benefits and costs of
information technology in likely areas of

application.
1.5 INFORMATION RESOURCE MANAGEMENT
1.5.1 Among new responsibilities proposed for the Govern=

ment Computing Service, the Committee has suggested (see
Chapter 5) certain information management functions. This

role is consistent with the view that increasingly information
will be regarded as a central resource of Government, and as
such should be deliberately and positively managed to avoid
duplication and waste and to ensure that it is accessible

to those who need and are entitled to see it.

1.5.2 In the longer term - probably within two years -
the Committee thinks that the permanent head of each depart-
ment should appoint a person reporting to him to be respon-
sible for the department's information resources. This
function of information resource management, would be responsible
for :

- information technology management;

- positive advocacy of information technology
where it is cost effective;
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- providing the contact point within the
department for the co-ordination across
departments of information requirements
and the potential for sharing data bases;
and

- supervising the maintenance of the depart-
ment's five~year rolling plans for information
system development and co-ordinating such
plans with the department's overall programme
planning.

The existing function of "EDP manager" would
normally come under, but not necessarily report directly
to, the department's information resource manager.

1.5.3 The Government Computing Service would provide
co-ordination across departments of information require-
‘ments and the potential for sharing data bases.

1.5.4 The Committee expects to make detailed recommen-
dations on public sector information resource management
in a future report.

1.6 MAJOR PROBLEMS

1.6.1 The Committee believes that generally speaking the
Victorian Public Service has been well served by its EDP
personnel. The dissatisfaction expressed by departments
with the Government Computing Service is not due to failings
by its professional staff. In the Committee's view it is
due to the early policy decision to centralize the processing
of several major on-line systems on the Government Computing
Service computers, poor estimates by users cf their require-
ments, shortcomings in the design of the systems by external
contractors, and failure to expand the facilities at the
Government Computing Service.

1.6.2 GENIUS, developed by external contractors, has so
far cost more than five times its original estimate and is
approximately two years behind schedule. By contrast, the
Government Computing Service has completed two major on-line
systems on time and within specification.

'1.6.3 The major shortcomings the Committee has observed
in EDP development in the public service are largely due to
failure by departmental management and central agencies to :



- plan for and acquire adequate staff and
equipment resources to meet the needs of
the service;

- explore sufficiently the potential for EDP
in cost-effective applications;

- exercise effective management control in
system development; and

- carry out reviews of efficiency and
effectiveness of installed systems.

1.6.4 None of these problems is unique to the Victorian
Public Service. The demand for skilled, experienced EDP
personnel exceeds the supply throughout the world. The
general shortage position leads to shortcuts being taken

in system development which, in turn, lead to greater risk
"of system failure. Because most effort is going into
programming and implementing new systems, documentation may
be neglected, training of EDP staff is often curtailed, and
performance measurement of previously implemented systems
.usually does not take place. In these ways, world-wide, .
~the staff shortage contributes indirectly to system failure
and management dissatisfaction with EDP.

1.6.5 Not only are human resources for EDP development in
very short supply, but they are becoming much more expensive
relative to equipment. Historically in both public and
private sectors, efforts to achieve economy in the use of

EDP have been concentrated on making the best use of the
expensive equipment involved. Now and in the future, the
major effort should be aimed at making the best use of the
people resources, both EDP personnel developing systems and
those who will use computers as working tools. Organizational
arrangements within government that were set up to save equip-
ment costs should be re-examined to see whether they are the
appropriate ones to make the best use of people. In order

to use the scarce human resources to best effect, emphasis
should be placed on making sure that the right tasks are
selected for the application of computers; the selection of
the optimum software environment, attracting, training and
retaining the necessary staff; the use of productivity tools
for programmers; and the use of improved management techniques
for project development.

10
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1.6.6 The challenge to management in the better utili-
zation of human resources in EDP development must mainly

be met within the departments. Departmental management
should increasingly become responsible for their own EDP
programmes and the principal role of central agencies should
be to support them in achieving this goal.

1.7 RECOMMENDATIONS

1.7.1 The Committee recommends that the following broad
directions be adopted :-

(1) The management of EDP funds and staffing
in the Victorian Public Service should be
further decentralized; departments should
be responsible for their own programmes
within the framework of overall policies
and guidelines established by the EDP
Policy Committee.

(2) The EDP Policy Committee should be supported
by advice from the Government Computing
Service and the Computer and Systems Division.
of the Public Service Board. The latter
should continue to provide the secretariat
for the Committee.

(3) A key policy should be that departments and -
statutory authorities prepare three to five-~
year rolling plans for EDP development -
the objectives of which are related to major
programmes. These plans should be updated
and rolled forward annually. They are
primarily an internal management tool for the
control of EDP and only secondarily a means
of co-ordination of EDP.

(4) Considering the cost and complexity of many
EDP systems, that many managers have
difficulty in keeping abreast of new
developments, and that many aspects of
information management cross departmental
boundaries, EDP development in the Victorian
Public Service should continue to be co-
ordinated and monitored for the time being.

11 -



(5)

(6)

(7)

Effective co-ordination of developments

will inevitably conflict at times with

the proper exercise of management
responsibility in departments. It is
appropriate that the central agencies should
monitor and question departmental decisions
but not impose solutions.

Policies and guidelines should be reviewed
regularly and kept up-to-date in the 1light
of technological changes, increasing
competence in departments, and experience
of their (the policies' and guidelines')
effectiveness.

The Auditor-General should be given the
statutory power to conduct audits of the
efficiency and effectiveness of EDP
systems and the management of EDP
resources in departments and statutory
authorities and should conduct such
audits periodically.

12



CHAPTER 2

POLICIES FOR INFORMATION MANAGEMENT

2.1 THE NEED FOR POLICIES

2.1.1 The EDP Policy Committee's view(4) is that:

The Public Service in general is faced with dual
objectives:

On the one hand

- Providing improved, enlarged, and more flexible
service to the Public

while at the same time

- Increasing economy and efficiency of operations
because of severe financial constraints.

Progress against both these objectives places urgent
demands on the growth in the effective use of
computers in the service of Government departments.
It is imperative that this growth be guided by a firm
and sensible policy to ensure the effective and
efficient use of computing.

2.1.2 The Committee endorses the above statement.

6od

Uniform and consistent information policies should be employed

throughout the public service.

2.2 EDP POLICY COMMITTEE'S "POLICY FOR FUTURE COMPUTER

FACILITIES".

2.2.1 The Committee disagrees with the policy s%igement
in

contained in the proposed Future Strategy document
the following respects:

2.2.,2 The policy states:
A suitable methodology and standards will be adopted

for use in the planning development and control of
all EDP projects.

13



2.2.3 The Committee's view is that there is no one
standard methodology suitable for the planning development
and control of all EDP projects. While the concept of using
methodologies is supported, more than one will be required
(see Chapter 6).

2.2.4 The policy states :

Where equivalent facilities are not available within
the Service, external bureaux may be considered.

2.2.5 The Committee's view is that the choice between
using facilities within the service and external bureaux
should generally be based on obtaining the most cost effective
alternative. In its pricing structure, the Government Comput-
ing Service (GCS) should seek to recover its costs of oper-
ation, including overheads and equipment depreciation. If the
Government Computing Service consistently cannot compete with
" the private sector on this basis, its computing service should
be regarded as uneconomic and closed down and its staff re-
deployed (see Chapter 7). However the Government Computing
Service should be permitted to discount its prices in
particular competitive situations where it has idle resources,
provided that overall it can recover its costs.

2.2.6 The policy states:

In order to rationalize the installation of decentral-
ized mini and micro-computers in departments, a standard
range of equipment will be selected. Priority will be
given to departments which are prepared to adopt the
standard equipment, where applicable.

2.2.7 The Committee's view is that economies should be
sought by limiting the number of makes and types of mini and
micro-computers. However, based on experience within BHP,
CRA and Telecom, it considers that no one type is suitable
for all applications. Several preferred ranges should be
adopted to suit different classes of applications. Priority
should be given to projects primarily on the basis of cost-
effectiveness need, and the department's ability to carry
out the development and implementation. Priority should not
be based on whether departments are prepared to adopt the
standard equipment. Departments which elect to use different
equipment from the preferred makes should be free to do so.

14
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2.3 BROADER POLICIES FOR THE MANAGEMENT OF INFORMATION
AND TECHNOLOGY

2.3.1 The Committee believes the primary goal of the

EDP Policy Committee should be to take proven principles and
broad Government policies and draw from them specific policies
for the management of information and information-technology
within the Victorian Public Service. This will take the EDP
Policy Committee into much broader areas than hitherto.

2.4 RECOMMENDED BROAD INFORMATION POLICIES

2.4.1 Recommended policies for consideration and endorse-
ment by the EDP Policy Committee are listed below:-

(a) information is a vital and central resource
of Government. As such it should be
deliberately and positively managed to avoid
duplication and waste, and to ensure its
availability to all those who need and are
entitled to have access to it;

(b) information costs money to collect, store,
disseminate and process. Such costs should
be taken into account when making demands
for additional or more accurate or more
rapidly available information. To help
ensure that this happens, information
processing, storage and transmission
costs should be accounted for as far as
practicable and such costs should be
charged back to users;

(c) the collection, dissemination, storage
and processing of Government information
should be managed to satisfy the
information needs of Parliament, the
public service, and the public;

(d) the collection of information from the public
should be carried out in such a way as to
impose minimum burden on those required to
furnish the information, for example, by
eliminating the collection of information
which already exists within Government
files. (Privacy considerations may however
prevent ‘the sharing of data bases in some
instances);

15



(e) because the same information may be required
by or about different departments, the
management of the Government's infor-
mation resources should be centrally co-
ordinated to avoid waste, ensure
appropriate accessibility and privacy,
and eliminate any unnecessary burden on the
public.

(f) information processing and communication
facilities are aids to Government pro-
grammes and are not ends in themselves;

(g) department heads should be constantly
alert to ways in which their departmental
programmes might be made less costly or
more effective through the use of infor-
mation technology;

(h) information system plans and budgets
should be closely related to programme
objectives and departmental coals.
Departments should formulate and review
plans periodically, and assess their
implication in terms of personnel
requirements, training needs,
organizational impact, social impact,
costs, and contribution to programme
or departmental objectives;

(i) departmental plans and their implications
should be consolidated to provide overall
information system development plans for
Government;

(j)° information technology (equipment, soft-
ware and services) should be obtained through
fully competitive tendering except where
it can be shown to be in the interests
of the State to negotiate directly with
only one or a limited number of suppliers;

(k) the primary responsibility for the
economic, efficient, and effective acquisition
and use of information technology lies with
the department head whose programme or
departmental objectives the technology
will serve; and

16



663

(1) except for security-classified data,
personal data may be stored in government
files only when the following conditions
are satisfied:

(i) persons to whom the data relates will
be informed that the data is stored
and of its intended use;

(ii) each such person will have the right to
~view data pertaining to him or herself
and to correct any errors;

(iii) the person will be notified if an adverse
decision is based upon such data; and

(iv) the person shall have the right to con-
test improper disclosure of the data..

2.4.2 This is by no means an exhaustive list. The
Committee expects that further policies will emanate from _
many of the recommendations and pr1n01ples contained in this
report. :

2.5 - RECOMMENDATION

2.5.1 The Committee recommends that the EDP Policy
Committee should formulate general policies for the manage-
ment of information technology and information in the
Vlctorlan Public Service, taking into account the recommend-
ations, principles and suggested policies in this report.

17



CHAPTER 3

CO-ORDINATION AND CONTROL OF EDP DEVELOPMENTS

3.1 INTRODUCTION

3.1.1 In the past, control of EDP developments in the
Victorian Public Service has been highly centralized under
the Public Service Board, the EDP Policy Committee, and the
Treasury, through their ability to withhold approval of
funds to departments whose EDP proposals they did not agree
with. Delegations of financial responsibility to departments
have been set at very low levels. In fact there is no dele-
gation for equipment acquisition or projects using resources
from outside the service; these must be approved by the
EDP Policy Committee or in the case of those costing more
than $50 000 the Public Service Board and Treasury. (Full
details were set out in Appendix III para. 2.2.3 of the
Committee's Discussion Paper.) (1)

3.1.2 One justification put forward for this special
treatment of EDP is that some departments are thought to
be incapable of making correct decisions on EDP matters
because of lack of expertise. Hence firm central control
is said to be required.

3.1.3 A number of departments have blamed the centralist
approach for causing unnecessary delays in system development
or acquisition, permitting the prerogatives of departmental
management to be usurped, and inhibiting worthwhile develop-
ments. The departments point to the well-accepted principle
that managers should be given clear objectives and the
agreed resources to achieve them, and left to carry out the
tasks with minimum intervention. Oversight is acceptable
but is thought to go too far when it becomes de facto control
through blocking a department's access to resources.

3.2 NEED FOR CO-ORDINATION

3.2.1 Because many EDP developments have effects beyond
the boundaries of one department, a degree of central co-
ordination is necessary within the Victorian Public Service.
For example, the Committee believes that central co-
ordination is required to:

18
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- avoid unnecessary duplication of data
collection and storage;

- avoid unnecessary programming where
suitable software is already available;

- consolidate departmental plans to allow
service-wide planning of recruitment
and training of EDP staff;

- exploit the potential for Sharing the cost
of software development between depart-
ments;

- develop standards and guidelines for
preferred practice; and

- obtain purchasing benefits through pre-
senting a unified front to suppliers.

3.2.2 At the same time, care should be taken to avoid the
dangers of excessive or inappropriate central co-ordination
of EDP. Enforcing uniformity may result in reduced cost-
effectiveness in particular cases or overall; central
co-ordination or control may tend to reduce department heads'
interest in and accountability and responsibility for their
own EDP developments; unnecessary controls cause unnecessary
delays.

3.3 EDP POLICY COMMITTEE

3.3.1 The EDP Policy Committee was formed in 1962 by the
Chairman of the Public Service Board, the Director of Finance,
and the Auditor-General. At that time it was called the EDP
Policy Group. The group was established to :

...plan for the use of EDP in the State Public Service
and co-ordinate its introduction to departments.

3.3.2 The Policy Committee has been responsible for a
number of initiatives including the setting up of the EDP
Centre (now the Government Computing Service), and recommend-
ing the acquisition of the computer equipment by the Centre
in 1969. It met on an ad hoc basis between 1969 and 1978 and
then resumed meeting on a regular basis, partly as a result
of problems which were being experienced with the develop-
ment of some major systems. The Policy Committee at present
comprises the Director of Finance, the Secretary to the
Premier's Department, the Chairman of the Public Service

19



Board and the Director-General of the Department of Property
and Services.

3.3.3 Members of the Policy Committee have said(z)
that: '

The (Policy) Committee will become less involved
in detailed matters when standards and plans are
developed.

The EDP Policy Committee is attempting to free
departments from restraints as much as possible.

Basically permanent heads have been pleased with
the advice they have received from the Committee.
It is our policy to advise rather than to make all
decisions.

The need for a central body will become less as the
level of education in departments rises and people
become more familiar with computing.

3.3.4 The Committee believes that the EDP Policy Committee
has played, and for some time yet will continue to play, an
important role in co-ordinating EDP developments. The Policy
Committee's view is that departments are responsible for
planning, developing and implementing their EDP systems.

This Committee agrees with this principle but believes that
practice has not been in accordance with it. The EDP Policy
Committee should take positive steps to encourage departments
to assume fully these responsibilities, and where necessary
to build the competence to do so.

Recommendations

3.3.5 The Committee recommends that :-

(1) The EDP Policy Committee should continue
to exercise a co-ordinating role in the
Victorian Public Service, with its primary
function being to formulate policies for
EDP development (see Chapter 5) and review
five-year rolling plans for conformity
with such policies. 1Its formal approval
of individual EDP projects would not be
required but it would have a role in
advising Treasury.
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(2) The EDP Policy Committee should take
positive steps to encourage permanent
heads to assume full responsibility
for planning, developing and implement-
ing EDP systems within their departments.

3.4 RESPONSIBILITIES OF PUBLIC SERVICE BOARD AND
PERMANENT HEADS

3.4.1 Section 22 of the Victorian Public Service Act 1974
states that : )

«..the permanent head of a department shall be
responsible for its general working and for the
transaction of the business thereof...

3.4.2 The Public Service Board however has the responsi-
bility under section 16

«...to assist in promoting the effective efficient and
economic management and operation of departments and
for that purpose to exercise a critical oversight of
the methods of conducting business in departments and
to bring to the attention of permanent heads any
improvements that appear to be necessary and from
time to time to advise the permanent heads of depart-
-ments as to the measures that appear to the Board to
be necessary or desirable...

In addition to this advisory role, the Board under section
16 has responsibility

...to ensure that the public service is so organized
and staffed as to be capable of performing its
functions in the most efficient and economic
manner...

3.4.3 The Committee takes this to mean that the Board's
executive role is limited to staffing and organization, but
that the Board has responsibility to assist permanent heads
to improve the efficiency, effectiveness and economy of the
workings of departments.

3.4.4 In practice the Board's power to control the actual
workings of departments may be quite strong, where, for
example, Treasury withholds funds on the Board's advice, or
where a permanent head tends to avoid an argument by falling
in with the Board's desires.
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Thus, while section 16 does not appear to give the Board any
exXecutive power actually to effect changes in the working
methods of departments, there are ways in practice whereby
the Board can achieve considerable control. To the extent
that this may occur, the Board is assuming a role which
should be that of the permanent heads under the Act. The
Board's duty is to recommend ways of improving effective-
ness, efficiency and economy, not to control the working
methods of departments through the exercise of de facto
power., If the Board assumes what should be the responsib-
ilities of the permanent head, the incentive for the latter
to assume responsibility is diminished. Accountability of
the permanent head is diminished accordingly.

Recommendation

3.4.5 The Committee recommends that the Public Service
~Board in exercising its responsibility under the Public
Service Act 1974 should at the same time encourage permanent
heads to take full responsibility for the management of
information technology within their departments.

3.5 CONTROL OF STATUTORY AUTHORITIES

3.5.1 Statutory authorities are intended to have more
authority in day-to-day operation than the departments of
the public service. The Committee considers that central-
ized control over the EDP functions of statutory authorities
is neither feasible nor desirable. Nevertheless statutory
authorities should be accountable to Government for their
performance in the area of EDP as they are in other aspects
of their activities.

3.5.2 The Committee considers it desirable that computer
developments which are planned or are taking place within
statutory authorities should be visible to Government, as
well as how much is being spent on computing systems and
what benefits are being obtained. The Auditor-General is
empowered to audit most statutory authorities. The
extension of the Auditor-General's activities into the
sphere of EDP systems audit recommended by the Committee
(see Chapters 5 and 11) should apply to statutory
authorities as well as to departments.

3.5.3 It is considered therefore that the following

obligations should apply to statutory authorities as well
as to departments:
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(a) authorities should submit three to five-
year rolling plans for EDP development in
the same format as is required for departments;

(b) aunthorities should conduct internal reviews
of EDP systems as described in Chapter 11;
and

(c) authorities's EDP systems and systems for in-
ternal review of EDP should be subject to
efficiency and effectiveness audit by the
Auditor-General (see para. 5.6.1).

3.5.4 The purpose of obtaining plans from authorities
is twofold: firstly, to provide visibility of intention so
that where other departments or authorities or the Govern-
ment's interests are likely to be affected, some
co-ordination may be exercised by the Public Service Board
-and applied through ministerial directives; secondly, to
provide a benchmark against which actual performance,
expenditure and benefits of the installed EDP system may
later be measured by the Auditor-General.

Recommendation

3.5.5 The Committee recommends that ministers responsible
for statutory authorities should direct such authorities to
submit their plans in the desired uniform format and to carry
out internal audit and review of systems at regular inter-
vals as recommended in Chapter 11.

3.6 CENTRALIZATION VERSUS DECENTRALIZATION
3.6.1 The EDP Policy Committee's proposed strategy
document discusses briefly plans for the decentralization

of computing equipment. It does not discuss the decentral-
ization of control of EDP resources. In the continuing
debate about the merits of decentralized control and
departmental autonomy, the following should be kept in

mind (18) ;

(a) decentralized computing equipment or
data bases do not necessarily imply
departmental autonomy or decentralized
control;

(b) decentralization of some decision
functions may occur at the same time as
other decision functions are being
centralized; and

23



(c) centralized shared data bases do not
necessarily imply loss of autonomy among
users.

3.6.2 Thus the question of the degree of autonomy that
departments should have for EDP development and operation can
to a large extent be separated from the arguments for and
-against decentralization of equipment and services. However,
where the resources are centrally managed and used by
departments the following conditions should be met:

(a) the supplier of the services should be
accountable to the departmental manage-
ment for quality and continuity of
service;

(b) the department should be able to select the
most appropriate and economic source of
supply; and

(c) 1f a supplier fails to meet his agreed
obligation to the department, the
permanent head of the department should
be able, if he wishes, to switch to
another supplier.

3.6.3 The Committee considers that for a central co-
ordinating body to force a department to use a centralized
service is undue interference in the management of the
department and is likely to lead to inefficient operation
of the central service.

3.6.4 Thus while it is appropriate to encourage
departments to use otherwise idle Government resources in
preference to purchasing new ones if they are equivalent
in performance, quality, availability etc., the depart-
ment head should retain the right to make the decision
and be prepared to answer for it.
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CHAPTER 4

SYSTEMS PLANNING

4.1 PERCEIVED PROBLEMS

(1)

4.1.1 The discussion paper reported that:
Government Computing Services capacity problems have
arisen for two major reasons:

- there is little detailed planning associated with
developing new applications which would permit the
Government Computing Service to assess their
ability to service the user requirement;

~ the absence of a service-wide EDP plan does not
permit the Government Computing Service to control
its own destiny. User needs and plans are often
unknown and, as a result, forward assessment
- of required processing capability is virtually
non-existent, . .

In the absence of a service-wide plan and no Government
Computing Service master plan, the planning of equipment
upgrades, staff training and recruitment make it currently
almost impossible to co-ordinate. The effects overall are
of a day-to-day existence with all the effects that this
has, most of which are already evident.

4.1.2 Within Health Computing Services:

There is no formal planning process currently in use which
allows the Service to be aware of the future requirements
of health iInstitutions or for these institutions to be
aware of the facilities that will be provided by the

Service(3),
4.2 BACKGROUND
4.2.1 The EDP Policy Committee's strategy document(4)

accepts the need for improved co-ordination and planning of
EDP and considers the use of 5-year rolling plans to be
necessary for this.
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4.2.2 The Committee believes that adequate planning by
departments and authorities, and ultimately local government
bodies, is the key to effective central co-ordination of
information systems development in the public sector while
avoiding encroachment by central agencies on the management
prerogatives of the departments and statutory bodies.

4.2.3 Central intervention in the absence of planning tends
to be ad hoc leading to difficulties of the kind experienced
by the Government Computing Service. If it can be seen where
departments are heading, central co-ordinating effort can be
concentrated on areas where incompatibilities and redundancy
are likely to lead to waste. Once departmental plans have
been agreed to, intervention by central agencies need only
occur if monitoring reveals a significant departure from
plans.

4.2.4 It is recognized that EDP planning is going to cost
" departments money. The Committee considers however that
the benefits will outweigh the costs. Planning by depart-
ments is an essential concomitant of decentralization of
control of EDP development. It is expected that most
departments will accept it as the price to be paid for the
desired increased departmental autonomy in EDP decision
making. Those departments and authorities that do not at
present have EDP plans will probably require assistance

in preparing them initially, either from the Government
Computing Service or external consultants.

4.3 STATUTORY BODIES

4.3.1 The purpose of obtaining and consolidating plans
from statutory bodies is :

- to provide forward visibility of sector-
wide facilities and resource requirements as
a basis for government policy making;

- to provide benchmarks against which the
Auditor-General can review effectiveness
and performance against objectives; and

- to allow rationalization of data resources

where appropriate such as on the land
information and titles data bases.
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4.3.2 Those statutory bodies which already have long term
rolling plans should find little difficulty in extracting
from them, in a sector-wide format, the information needed
for consolidation by the Public Service Board. Those

bodies' that currently do not have long term rolling plans
for EDP may find it helpful to use the format to be

enmployed by Government departments.

4.4 BENEFITS OF SYSTEMS PLANNING

4.4.1 Systems planning helps in the following ways :-

(a) it forces a discipline of identifying
objectives, assessing options, and estimating
costs and benefits;

(b) it allows long range needs to be estimated
for human and physical resources;

(c) it helps the private sector to anticipate
and plan to meet the Government's needs for
information technology and services;

(d) it helps avoid unnecessary duplication of
information system development by departments

and authorities, and of paperwork for the
public;

(e) it helps to avoid the unnecessary duplication

of data bases by departments and authorities
requiring the same data;

(f) it helps to ensure the efficient utilization
of available computing capacity by making
those who need it aware of where it exists;

(g) the ability to compare plans with performance
helps in achieving accountability of depart-
ments and authorities;

(h) awareness by one department of the plans
of other departments helps to create an
awareness of the potentials for and limitations
of EDP; and
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(1) it helps service organizations 1like the
Government Computing Service and the Health
Computing Services to be aware of the ex-
pected EDP requirements of their users,
and for the users to be aware of the
facilities that will become available from
the service centres.

4.5 INTEGRATION OF EDP PLANS WITH DEPARTMENT'S OR
AGENCY'S PROGRAMME

4.5.1 Plans should clearly identify the department's or
agency's objectives for its overall programmes and indicate
the contribution that specific EDP plans are expected to
make towards them.

4.5.2 The effect of proposed EDP developments on the

" department's or authority's service to its clients should

not be overlooked in formulating plans. Consideration

should also be given to the need for back-up of EDP facilities

and how contingencies will be dealt with

4.5.3 Some relationships between departmental functions
and detailed specific EDP plans are illustrated below,
where the arrows mean 'determines':

Departmental Goals and Functions

Information_- Departmental Policies on
~ objectives > information systéms

needs
and technology.

\\4
Broad Information System Strategy
(description of the ongoing
information processing
environment)

Application Strategies (strategies
for solving specific functional problems)

Development Plans
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4.5.4 The diagram illustrates that there are at least two
kinds of strategy - or at least two parts of the strategic
plan. One relates to the general processing environment
which is expected to continue over the years and the other
relates to specific systems within departments which are
candidates for automation. Examples of matters coming with-
in the scope of the first could be whether a departmental
data base is to be maintained, and whether the department's
processing is to be centralized or distributed. Examples

of matters coming within the second part could be the
priorities of specific sub-system development, and the
proposed approach to solving certain application problems.

4.5.5 Obviously, before EDP strategic plans can be
developed, information requirements must be determined and
departmental objectives and policies established.

~4.5.6 In formulating EDP plans, department heads who have
not already done so should formally initiate a programme

for working down through activities on the above diagram
from the top. If the skills are not available in the
department to do this, help should be obtained from the
Government Computing Service and the Public Service Board

or outside consultants. Where a department head decides
that a detailed information requirements analysis is not
justified at present, that department's EDP plan should indi-
cate when it is expected that such an analysis will be
carried out. Some departments' plans may state that the
department has no known EDP requirements and no intention

to carry out requirements analysis within the next three
years. Other departments will prepare plans which include a
broad information system strategy, specific application
strategies, and detailed development and acquisition plans
for the immediate future.

4.6 PLANNING IS A CONTINUING PROCESS

4.6.1 While plans are snapshots of the hoped-for future at
a particular time, the planning process is a continuous one.
It may be argued that the continuous application of the
planning process is more important than the plan itself.

2 4.6.2 The development of short, medium and long term plans
is an outcome of the planning process but that process has

a number of benefits irrespective of the output of plans,
requiring the definition of objectives and the consideration
of constraints imposed by administrative practice and the
political environment. It also provides a benchmark for
measuring and controlling performance.
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4.7 CONSOLIDATION INTO MASTER PLANS

4.7.1 Departments and authorities should prepare three to
five-year rolling plans in the light of current sector-wide
master plans and plans by the Government Computing Service
for the provision of services. When approved by the perman-
ent head (see Discussion Paper,p.49) the plans of depart-
ments and authorities, and also those of the Government
Computing Service, should go to the Public Service Board
for consolidation into a public sector master plan. The
Public Service Board will aggregate departmental plans

to determine the total resources required (see diagram,
p.31)

4.7.2 The Public Accounts and Expenditure Review Committee
should annually review the public sector master plan and
policies and report to Parliament on plans for systems which
involve significant expenditure (say over $2 million per
year) or could be expected to affect public attitudes or
well-being. Note that review by this Committee would not

be an approval function and consequently will not introduce
any delays into the planning process.

4.8 PUBLIC SERVICE BOARD SHOULD BE MASTER PLANNING
AGENCY
4.8.1 Several alternatives are available for location of-

the responsibility for information system master planning.
The Committee has considered:

Treasury;
Government Computing Service;

An inter-departmental committee such as
the EDP Policy Committee;

Public Service Board; and

Premier's Department.

4.8.2 Section 16 of the Public Service Act makes it the
responsibility of the Public Service Board to "ensure that
the public service is so organized and staffed as to be

capable of performing its functions in the most efficient
and economic manner..." and "to assist in promoting the

effective, efficient and economic management and operation
of departments and for that purpose to exercise a critical
oversight of the methods of conducting business in depart-

ments... .
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Of the organizations considered for central planning,
the Public Service Board is the only one that has a statutory
mandate to improve overall efficiency, effectiveness and
economy. This suggests to the Committee that the planning
function should lie with the Public Service Board. More-
over, the Board already has within its Computer and Systems
Division qualified systems staff. It also exercises some
control and review over statutory authorities which are
staffed under the Public Service Act.

4.8.3 It is thus a natural extension not only of its
statutory role but of its present capabilities. The Treasury
might feasibly carry out the co-ordination of plans but does
not seem to the Committee to have the statutory mandate to

do so. It would also require the transfer or acquisition
from outside the service of qualified staff. Similar
considerations apply to the Premier's Department.

4.8.4 The Committee considers that the master planning
function should be kept separate from operational services,
the latter being but one of the agencies whose plans must be
consolidated. While the Government Computing Service would
be expected to have the skills necessary to prepare master
plans, it should not in the Committee's wview have the
function of interpreting or preparing the policy component
of master plans. The Government Computing Service could
give advice to the planning authority when requested.

4.8.5 The Committee has rejected the option of having
master planning carried out by an inter-departmental
committee. Such a committee would require a secretariat
such as the Computer and Systems Division of the Board to
do the bulk of the work associated with the preparation of
plans. This suggests that the responsibility for the job
should be given to the people who are going to carry out
the work, not to an inter-departmental committee. The

EDP Policy Committee, whether in its present form or re-
constituted, could participate in the preparation of the
master plan with the Public Service Board. However the full
responsibility for the preparation of the plan belongs to
the Board.

4.9 MASTER PLAN SHOULD BE AN AGGREGATE OF DEPARTMENTAL
AND AUTHORITY PLANS

4.9.1 The Committee emphasises that sector-wide master

plans must grow from real needs in functional areas. As

the Commonwealth Joint Committee of Public Accounts has
said (23) ngo impose a master strategy for computing on
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the public service which is unrelated to needs as perceived
by users could...result in considerable overall inefficiency
in computer usage and in technological obsolescence. Devel-
opments should grow upwards from needs not downwards from
philosophies about where information processing is thought
to be going." Thus the master plan is primarily an
aggregation of the plans of individual departments and
authorities, including the Government Computing Service.

4.9.2  Nevertheless, one of the purposes of consolidating
departmental plans is to assist in the identification of
areas of duplication, potential for sharing, and potential
for the more extensive application of information technology.
Therefore some feedback from the central planning body to
the departments is to be expected and this may result in
fine-tuning of departmental plans or, probably in rare

cases, substantial modification of them. .

4.10  CONSOLIDATED ANNUAL PLANS SHOULD BE MADE AVAILABLE
'TO PRIVATE SECTOR INDUSTRY

4.10.1 Suppliers of EDP gobds:énd services wiil be better .
able to meet the Government's needs over the long term if
they can anticipate the Government's probable future require-
ments. :

This ‘applies both to firms marketing imported goods
and those supplying locally-manufactured goods and services;
however it is particularly important to the latter. The
Ministry for Economic Development in its submission to the
Committee (24) has recommended making the Government's EDP
plans available to the local industry and to potential
local suppliers to assist them in planning the nature and
scope of their activities. The Committee agrees with this
proposal. ' ' ’ '

4.10.2 The obvious caveat should apply: the pléns are for

broad guidance only and may be changed without notice at any
time. The private sector would use them at its own risk.

4.11 RECOMMENDATIONS

The Committee recommends that:-
(1) Rolling plans for not less than three years

for the development and operation of infor-
mation technology and information systems
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should be prepared and updated annually by
all departments and authorities.

(2) Plans should be prepared in a uniform sector-
wide format to permit comparison and
consolidation.

(3) The Computer and Systems Division of the
Public Service Board should prepare guide-
lines for the preparation of such plans and
these should be issued to departments and
authorities.

(4) Ministers should instruct statutory bodies
under their direction to submit plans to the
Public Service Board in accordance with the
guidelines.

(5) Plans should be reviewed and revised at least
annually and rolled forward one year.

(6) Plans should be related to the objectives,
programmes and problems of the department
or authority. It is suggested that they
should contain cost-benefit analyses at
two levels :

(i) a broad long-term analysis; and

(ii) more detailed cost justification of
proposed specific purchases within
development programmes.

(7) Strategic plans of departments and authorities
should be made available for study by the
private sector except where in the view of
the minister it is not in the public interest
to do so.

(8) Plans from departments and authorities
should be formally approved by the permanent
head or chief executive officer before
submission to the minister.

(9) Plans from departments should be approved by the

appropriate minister before being forwarded to
the Public Service Board.
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(10)

(11)

(12)

(13)

681

The Computer and Systems Division of the
Public Service Board should consolidate
plans annually and advise the EDP Policy
Committee of matters affecting policy.

On the basis of departments' plans, Treasury
should agree in principle to departmental
expenditure contained in the estimates as

it does for other capital expenditure, even
though such expenditure is anticipated over
a period of three to five years. The for-
ward estimates should be revised and refined
annually. Annual budget bids would normally
be consistent with the estimates for year one
contained in the strategic plan.

Specific acquisition of equipment should not
require further approval by the Public
Service Board or EDP Policy Committee
provided that :

(a) they were consistent with the strategic
plan;

(b) the strategic plan had been accepted
by the minister and permanent head and
endorsed by the EDP Policy Committee as
to its conformity with overall policy;
and ~

(c) the acquisition does not require
expenditure significantly greater than
the estimate contained in the strateqgic
plan.

In order to assist departments to carry out
the requirements analysis on which plans should
be based, the establishment and staff ceilings
of the Computer and Systems Division of the
Public Service Board, and the Government
Computing Service should be enlarged. The
number of persons required should be estimated
by the Computer and Systems Division and the
Government Computing Service, but it is
envisaged that at least eight senior systems
analysts may be required.
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CHAPTER 5

ROLES OF DEPARTMENTS AND AGENCIES

5.1 THE NEED FOR CHANGE

5.1.1 Evidence taken by the Committee indicates that a
number of changes are required in the responsibilities and
functions of central agencies to achieve better management
of EDP resources within the Victorian Public Service.

5.1.2 The objectives of such changes are:

(1) To ensure that department heads assume the
responsibility for, and carry out, effective
planning and development of their own EDP
requirements within a broad policy framework.

(2) To ensure that departments are able to
acquire the knowledge and staff needed to
do so.

(3) To provide sufficient sector-wide central
co-ordination and monitoring to ensure
that :

- government policy affecting information
technology and information management is
formulated in specific EDP policy and is
disseminated;

~ the implications of departments' and
authorities' plans are understood and
used in overall resource planning and
in formulating government policy.

(4) To provide an efficient resource pool of EDP
services within the public service to supple-
ment departmental staff and external resources.

5.1.3 Three bodies which could, with only minor change in
direction, help achieve objectives (3) and (4) already exist -
the EDP Policy Committee, the Computer and Systems Division
of the Public Service Board, and the Government Computing
Service. As a first step towards effective EDP management

by all departments, the Committee proposes changes of
emphasis and attitude for the EDP Policy Committee and
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the Government Computing Service rather than fundamental
changes in roles. These bodies shouild be given a clear
charter to help departments become self-sufficient and
their direct control of EDP development should be reduced.

5.1.4 At present, and for some time to come, central
monitoring of performance in departments will be necessary
in order to accomplish the first objective above. This
monitoring function also falls within the charter of two
existing agencies - the Auditor-General and the Public
Service Board.

5.1.5 Thus, although very significant changes are

required in attitudes, levels of competence, and type and
nature of services available to departments, the Committee
thinks that the changes can be accomplished, at least for the
present, by modification of the terms of reference of
existing agencies and enlargement of the capacity of the
Auditor-General's Office and the Government Computing
Service.

5.1.6 Some recommended roles and responsibilities for

various parties are listed in more detail in the remainder
of this chapter.

5.2 DEPARTMENTS

5.2.1 Although many departments want to manage their own
EDP development without interference, experience during the
past few years indicates that they can get into considerable
difficulty. The preparation of five-year plans and the use
of a system development methodology would have eliminated
or mitigated some of the problems that have occurred;
however the major change required in departments is the
increased use of careful analysis of requirements and
thorough objective feasibility studies. These are likely
to require considerable resources to carry out = in many
cases beyond the capacity of the departments themselves to
provide. .

5.2.2 The Committee proposes that the Government Comput-
ing Service - and to a lesser extent the Computer and Systems
Division of the Public Service Board - should assist depart-
"ments by providing the personnel to help in these activities.
Nevertheless, even if most of the resources are obtained

from outside the department, the management of the depart-
ment must understand and be heavily involved in its EDP
planning and the control of resources.
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5.2.3 A major challenge for departmental management is to
build greater competence to manage EDP development. Some *
bodies, such as the State Rivers and Water Supply Commission,
have adopted a policy of keeping their initial EDP staff to a
minimum and putting their money into retaining a small,
highly=-skilled cadre of senior EDP people capable of assemb-
ling and managing external resources to satisfy their EDP
requirements. The Committee supports this approach and
recommends it generally to departments.

Recommendations - Responsibilities of Departments

5.2.4 The Committee recommends that the specific
responsibilities of departments should include:-

(1) Responsibilities as defined in the Public
Service Act.

(2) Defining and justifying the EDP requirements
necessary to meet the department's stated
objectives.

(3) Acquiring and ensuring effective use of
computer equipment.

(4) Controlling the development of computer
systems.

(5) Preparing five-year rolling strategic plans
in a standard sector-wide format and updating
them annually; submitting plans to the
Public Service Board. (Plans should be
public unless security would be jeopardized).

(6) Carrying out periodic reviews of the
efficiency and effectiveness of systems,
presence of standards, compliance with
standards, and adequacy of standards and
controls.

(7) Maintaining contact with departments and
agencies in Victoria, the Commonwealth,
and other States to enable relevant
experience to be shared.

(8) With the assistance of the Public Service
Board if necessary, recruiting adequate numbers
of EDP personnel and training them to
satisfactory skills levels to enable implemen-
tation of the department's agreed strategic plan.
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Note: The amount of training and develop-
ment provided by the department would vary
according to the department's size. The
Public Service Board, the Government Comput-
ing Service and private sector could be

used to supplement a department's own
training resources.

(9) Submitting proposals for specific funding

of information system acquisition, development
and operation to Treasury

5.3 STATUTORY AUTHORITIES

5.3.1 Generally throughout this report the Committee has
used the term "departments" to refer to those departments
of State which are administered under the Public Service
"Act 1974, and the term "statutory authorities" to refer

to bodies created or established by other specific
legislation. 1In reality, the division between departments
and authorities is not clear-cut since some statutory
authorities have staff employed under the Public Service
Act; other statutory authorities are staffed, without
specific legislative provisions, by persons employed

under the Public Service Act; and some authorities employ
staff for whose terms and conditions of employment the
Public Service Board has statutory responsibility.

5.3.2 In some places in this report - for example in the
discussion on attracting and retaining staff - the statutory
authorities which employ staff under public service salary and
conditions might be expected to have much the same problems
as the departments of the public service. 1In those cases
where, in certain respects, statutory authorities behave

or are administered as departments, recommendations relating
to departments apply mutatis mutandis to such authorities.

5.3.3 As indicated previously in this report, the Committee
considers that the authorities in general should not be
subject to control of their EDP development by public service
agencies. However, in most cases they are already subject

to audit by the Auditor-General, the Committee considers

that such audit should include efficiency and effectiveness
of EDP facilities with appropriate reports to Parliament.

5.3.4 Many larger authorities have the staff and expertise
to manage their EDP development without help.
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Smaller ones however will need help and, if this Committee's
recommendations are adopted, will be able to obtain such
help from the Government Computing Service and the guidelines
prepared by the Public Service Board and issued by the EDP
Policy Committee.

Recommendations - Responsibilities of Statutory Authorities

5.3.5 The Committee recommends that the specific
responsibility of statutory authorities should include:-

(1) Responsibilities as defined by Statute.

(2) Defining and justifying the EDP requirements
necessary to enable the authority to meet
its stated and statutory objectives.

(3) Acquiring and ensuring effective use of
computer equipment.

(4) Controlling the development of computer
systems.

(5) Preparing five-year rolling strategic plans in
a standard sector-wide format and updating
them annually. Forwarding plans to the Public
Service Board. Plans should be public.

(6) Carrying out periodic reviews of the efficiency
and effectiveness of systems, presence of stan-
dards, compliance with standards, and adequacy
of standards and controls.

(7) Maintaining contact with government agencies
and departments in Victoria, the Commonwealth,
and other States to allow relevant experience
to be shared.

5.4 EDP POLICY COMMITTEE

5.4.1 The EDP Policy Committee should progressively reduce
and ultimately drop its functions of approving and controlling
the direction of individual projects and should concentrate

on developing the framework of policies and guidelines with-
in which departments are expected to work.
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Recommendations = EDP Policy Committee

5.4.2 The Committee recommends that :=-

(1)

(2)

The EDP Policy Committee should comprise,

as at present, the Director of Finance,

the Secretary to the Premier's Department,
the Chairman of the Public Service Board,
and the Director-General of the Depart-

ment of Property and Services; and in
addition, the permanent head or equivalent
of one department of the public service and
the chief executive officer of one statutory
authority. The department and the statutory
authority with representation on the committee
should change annually.

Policies should be drafted by the EDP Policy
Committee and circulated to departments for
review before being adopted.

Recommendations- Responsibilities of EDP Policy Committee

5.4.3 The Committee recommends that the EDP Policy
Committee should be responsible for :-

(1)

(2)

In consultation with departments, authorities,
and staff associations the formulation of
sector-wide policies for adoption by Government
for the management of information technology
and systems and the Government's information
resources; the promulgation of approved
policies to departments, agencies, authorities,
staff associations and industry associations.

The review of submissions from departments
to Treasury for funds for acquisitions of
more than $200 000 and to advise Treasury
of :

- conformity with the department's strategic
plan;
- conformity with Government policy;

-~ its assessment of the technical feasibility
of the project.
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(3) In consultation with departments, authorities,
the Government Computing Service and the Computer
and Systems Division of the Public Service
Board, to decide on the need for common systems
and, on approval by the Premier, to commission
the development of such systems by the
Government Computing Service or their acquisition
from external suppliers.

(4) The approval and issuing of guidelines and
standards to departments and authorities.

5.5 GOVERNMENT COMPUTING SERVICE

5.5.1 The Government Computing Service is a key component
in the Committee's proposals for improving the effectiveness
of the Victorian Public Service's EDP resources. Not even

" the largest departments can hope to retain on their staff
all the skills they are likely to need for their EDP
developments. While the private sector should be exploited
as a source of specialists for short-term assignments,

the Committee believes that there are important functions
not likely to be provided by the private sector which are
needed and which could come within the role of the
Government Computing Service. These include acting as a
clearing house on supplier information, providing an on-
the-job training ground for EDP staff, and carrying out
research into the application of information technology

to government administration. Departments will need tempor-
ary assistance from specialist personnel who have not only
adequate technical ability but also knowledge and experience
of the public service. The opportunity exists for the
Government Computing Service to build a pool of expertise
in which specialist EDP knowledge is combined with under-
standing of the machinery of the service.

5.5.2 It is neither practicable nor desirable for the
Government Computing Service to attempt to meet all the needs
of departments for consulting or computing services. The
Committee believes that the most appropriate way to control
the direction and growth of the Government Computing Service
is to let it compete with the private sector on a quasi-
commercial footing.

5.5.3 The Government Computing Service should have the

ability to fund capital acquisition and staffing from a
proportion of its own earnings.
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It is also desirable that the Government Computing Service
should have flexibility to hire and fire staff in order to
build up the high calibre of personnel it will require.
Unless it has a considerable degree of freedom from the
normal public service constraints on funding and staffing,
it may be difficult for the Government Computing Service
to compete openly with the private sector - and the Committee
believes that open competition is essential if the Govern-
ment Computing Service is to remain efficient. The
Committee is totally opposed to a protected environment
for the Government Computing Service based on compulsory
use of its services.

5.5.4 The Committee proposes below a future role for the
Government Computing Service. The Committee does not think
that the Government Computing Service can assume this role
suddenly. It will have to move towards the full performance
of all these functions gradually, building expertise and
"the confidence of users. This could take several years but
at the end of that time a valuable resource pool and tech-
nical knowledge base for co-ordination and policy making
could exist in Victoria to aid the public service in
information system development and management.

5.5.5 In the long term, the Committee considers it likely
that the Government Computing Service will have to become a
statutory body independent of the Public Service Board in
order to achieve the flexibility of funding and staffing
which is necessary. 1In the short term, many of the
functions that are advocated for the Government Computing
Service in its enlarged role can be undertaken while the
Government Computing Service remains within the Department
of Property Services.

5.5.6 The Committee expects that the Government Computing
Service will make vigorous efforts to maximize the pro-
ductivity of existing staff but recognizes that the
Government Computing Service may be able to demonstrate the
need for an expansion in staff to perform all the functions
listed below with an adequate quality-of-service.

Recommendations =~ Government Computing Service

5.5.7 The Committee recommends that:-

(1) The Government Computing Service should
prepare and update annually a three to five-
year rolling plan.
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(2) The Government Computing Service should review
the plans of departments and authorities and
conduct negotiations with them for the use of
Government Computing Service services. It
should not be mandatory for a permanent head
to use the Government Computing Service in
preference to the private sector.

Recommendations - Responsibilities of Government Computing
Service.

5.5.8 The Committee recommends that the Government Comput-
ing Service should be responsible to :-

(1) Provide, on request, technical advice. to
departments and authorities as the basis
for:

- system development, implementation and
operation;

- purchase and acceptance of equipment,
software, and services;

- government policy formulation;
- planning; and

- the formulation of policies for the
support of Victorian equipment, software
and services industry.

Note: . Government Computing Service would not
itself be responsible for the formulation of
policies but would provide the necessary knowledge
base to departments and authorities whose
responsibility this was (see related item no.10).

(2) Act as a clearing house for information on
suppliers and their products; maintain
files on suppliers; assist departments to
evaluate proposals; evaluate new products.
Suppliers would be required to provide the
Government Computing Service with comprehen-
sive documentation on all products they wish
to sell to the government and to keep such
documentation up-to-date.
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(3) Develop computing and data communications

technical standards in conjunction with
departments and authorities and in
consultation with suppliers; recommend
standards to the EDP Policy Committee.

The Government Computing Service's work in the
area of standards would not duplicate or conflict
with that of the Australian Standards Association
or the International Standards Organization; it
would take into account the desirability of
conforming to de facto industry standards.

(4)

(5)

(6)

(7)

(8)

(9)

(10)

Provide on-the-job training to EDP systems
personnel in accordance with training and
manpower development plans produced by the
Public Service Board.

Assist, upon request, departments, authorities
and the Auditor-General to carry out perfor-
mance evaluation of systems.

Assist departments'designing new systems to
build in audit trail capability and security
provisions.’ '

Maintain a software library of well documented
available software packages with information
on their performance; assist departments and
agencies to evaluate software packages.

Carry out research in, among other things:
(a) information system support in decision-
making, policy formulation and problem

solving in government; and

(b) information networking and integrated
office information systems.
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Promote interchange of information on information

technology with industry and other governments.

Identify and clarify issues of information
technology policy, plans and programmes as
they pertain to government operations and
public well-being (see related item no.l).
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(11) Operate a computing service to departments
and agencies to supplement their own systems
where, for example:

- there is overload on the in-house system;

- special facilities are required which are
not available in-house;

- the department requires temporary use of
'a system while awaiting installation of
its own; or

- a department or agency is too small to have
its own system.

(Note: Departments and authorities would have the
option of using the Government Computing Service,
an outside bureau, or spare capacity within the
service).

(12) Provide, when required, a facilities management .
service in the operation and support of
departmental or authorities' computers.

(13) Identify application areas where common systems
and data can be used.

(14) Develop, when directed, systems common to a
number of departments.

(15) Maintain a directory and dictionary of data
and software available to other departments,
authorities and the public.

(16) Charge a fee for services aimed at recovering
costs, including overheads and depreciation
on equipment, and providing for expansion.

(17) Provide, upon request, a site planning service
to departments and authorities.

5.6 AUDITOR-GENERAL

5.6.1 The Committee believes that the power and capacity of
the Auditor-General should be extended to enable him to carry
out efficiency and effectiveness audits of EDP systems, and
audit of the controls on acquisition and development of systems.
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At present he is only able to review EDP systems in terms of

the accuracy of the information produced, not in terms of
their performance in relation to costs. While the primary
responsibility lies with departments themselves to do this,
using internal audit resources, both the Public Service
Board and the Auditor-General have responsibility to
review and monitor the departments.

5.6.2 The Auditor-General should not participate in the
design of departments' or authorities' systems. Internal
auditors within departments and authorities may participate
in design to the extent of defining objectives for audit-
ability. In other words they may advise system designers
what parameters of system performance and what controls
they will wish to measure or verify when carrying out an
audit. ’

5.6.3 The reasons for EDP efficiency and effectiveness
audits being carried out by the Auditor-General, as opposed
to the Public Service Board, are his independence from the
systems being evaluated and the fact that such audits are a
logical extension of his current reviews of EDP systems.

Recommendations - Responsibilities of Auditor-General

5.6.4 The Committee recommends that the Auditor-General
should :-

(1) Carry out audits on computer installations in
departments and statutory authorities to
determine :-

(i) the adequacy of controls of integrity,
security and privacy;

(ii) the efficiency and effectiveness of
: system performance; and

(iii) the efficiency and effectiveness of
system development and acquisition.

(2) Report on the extent to which authorities
and departments exercise their responsib-
ilities as defined here and their compliance
with Government policies on information
systemns.
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(3) Report on the adequacy of EDP standards in
departments and authorities, and compliance

with them. '
5.7 PUBLIC SERVICE BOARD
5.7.1 The Computer and Systems Division of the Public

Service Board should mainly be responsible for providing

help to departments in strategic and policy issues, preparing
guidelines for formal issuing by the EDP Policy Committee,
consolidating and maintaining the sector-wide EDP plans,
and.carrying out effectiveness and post-implementation
reviews.

5.7.2 On request, departments would also be able to obtain
- help from the Government Computing Service, but this would
generally be of an operational and technical nature (and
would take the form of paid-for consultants) rather than

of a policy or strategic nature.

5.7.3 The Computer and Systems Division of the Board
should continue to act as the secretariat of the EDP Policy

Committee.

Recommendations— Responsibilities of Public Service Board

5.7.4 The Committee recommends that the Public Service
Board should be responsible for :-

(1) Developing and maintaining documentation
rélating to policy, guidelines, procedures
and standards.

(2) Developing and maintaining sector-wide
plans on the development and use of
information systems; distributing such
plans to departments and authorities.

The plans should be available for purchase
or inspection by private firms.

(3) Identifying possibilities for bulk purchasing
of standard EDP equipment; advising depart-
ments and authorities of these possibilities
and requesting the Tender Board to arrange
bulk purchases or period contracts where
departments and authorities wish to parti-
cipate in such an arrangement.
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(4)

(5)

(6)

(7)

(8)

695

Making recommendations on information
technology and information management
matters for consideration by the EDP
Policy Committee and other bodies.

At the request of the EDP Policy Committee,
preparing guidelines to departments and
authorities in the assessment, development
and operation of information technology;
keeping such guidelines up-to-date.

Assisting departments and, if requested,
authorities, in the early phases of
information system planning to ensure

that objectives are clearly perceived,
quantified as far as possible, and
consistent with overall programme objectives
of the department or authority.

In collaboration with departments and
authorities, and using the EDP sector-
wide plans, formulating manpower require-
ments, recruiting and training programmes
and career development programmes for

EDP staff; co-ordinating the implemen-
tation of such plans by agencies, depart-
ments, the Public Service Board, the
Government Computing Service, and external
training services.

Annually surveying EDP remuneration levels

in the private sector, statutory authorities,
the Commonwealth Public Service and other
States' services.

Annually reviewing and adjusting Victorian
Public Service salary scales for EDP
personnel to ensure that, taken together
with allowances, working environment and
general conditions of employment, they

are sufficient to attract, motivate and
retain adequate numbers of suitably
qualified EDP personnel.
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(10) Ensuring that consultation takes place at
early stages of planning and design between
the Public Service Board, staff associat-
ions, and management on the likely effects
on staff of the introduction of all new
information systems in departments.

(1) Actively encouraging the consideration or
introduction of modern information technology
in departments and authorities wherever its
use would be cost-effective or would lead
to improved service to the public.

(12) Reviewing recommendations from the Government

Computing Service for standards; promulgating
approved standards to departments, authorities

and suppliers.

5.8 EDP CONSULTATIVE COMMITTEE

5.8.1 The EDP Consultative Committee should continue to
perform the function for which it was established - to
represent the user departments to the EDP Policy Committee.
The Committee believes that the Inter-departmental Users'
Group performs a valuable function in providing for the
exchange of ideas between users. However, this largely
informal and technical activity, valuable as it is, is
distinct from the role exercised by the Consultative
Committee of providing a coherent voice for user
departments.

5.8.2 ~ Possibly the Users' Group and the Consultative
Committee could be combined but this should not be done if
it would interfere adversely with the two valuable and
separate functions which they were originally established to
perform.

Recommendations - Responsibilities of EDP Consultative
Committee

5.8.3 The Committee recommends that the EDP Consultative
Committee should be responsible for :-

(1) Reviewing any submissions made by the Inter-

departmental Users' Group and making recomm-
endations to the EDP Policy Committee.
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(2)

(3)

(4)

Monitoring and reporting to the EDP

Policy Committee on the implementation

and efficacy of information system

policies within departments and authorities.

Advising on the creation and maintenance
of the overall Strategic Plan for information
system development in the public service.

Advising on the adequacy of guidelines and
standards available for the development,
control and operation of in-house
departmental computers.

5.9 STATE TENDER BOARD

5.9.1 The current role of the State Tender Board

includes :-

(a)

(b)

to ensure purchasing is in conformity with
regulations and government policy, and
that propriety has been observed;

to advise on documentation and contractual
arrangements.
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Its éctivities cover only Government organizations -
subject to Treasury Regulations (largely departments and not
statutory authorities).

5.9.2 In line with recommendations elsewhere in this
report, the Tender Board should undertake the following new

tasks:-

(a)

(b)

to arrange bulk purchasing or period
contracts for standard EDP equipment when
requested by the Public Service Board
(see para. 5.7.4 (3)); and

to maintain a public record of exemptions

granted from requirement to call public
tenders (see para. 7.7.3 (2)).
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5.10 RECOMMENDATIONS

5.10.1 The Committee recommends that :-

(1)

(2)

The recommendations made in this chapter
should be adopted by the Government and
formally promulgated by the Premier's
Department.

Consideration should be given by the
Government to creating the Government
Computing Service as a statutory body
reporting annually to Parliament, with
its expenses and capital requirements
partially met by Treasury appropriations
and partially from its own income.
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CHAPTER 6

PROJECT DEVELOPMENT

6.1 CONTROL OF CONTRACTORS

6.1.1 Significant problems have been experienced in
recent years in the development by departments of three
major on-line systems - WREN, GENIUS, and LANDTAX. These
projects were the responsibility, respectively, of the
Public Works Department, the Education Department, and the
Land Tax Office. They were performed by the external
contractors Intech (Australia) Ltd, Computer Sciences of
Australia Pty Ltd, and Coopers and Lybrand Services. It
is not the Committee's intention here to analyse these
three projects. They have been carefully studied by the
~Auditor-General, the Public Service Board, and the
departments themselves. An independent consultant is at
present looking at the residual problems on the WREN
project for the Public Works Department.

6.1.2 In this report the Committee simply states some
conclusions reached from the documents and oral evidence
received and makes some recommendations derived from them.

WREN (Works Recording Network) System

6.1.3 The contract with Intech for the development of
WREN was a fixed price one, to which there has been an agreed
variation of approximately ten percent due to an expansion

of the Department's requirements. Approximately sixty
thousand dollars are currently being withheld from the
contractor pending the outcome of an investigation into

the present response time problem. In most respects WREN

is regarded by the Public Works Department as a satisfactory
system.

6.1.4 The principal problem with WREN is that it uses
much more of the resources of the Government Computing
Service than was originally envisaged, and may need still
more in order to provide a satisfactory response time.

This heavy use of resources by WREN is a significant factor
in the unsatisfactory quality of service experienced by some
of the Government Computing Service's clients.
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6.1.5 One possible solution that has been put forward for
the response time problem on WREN is to expand the equipment
resources on which the system is run at a cost estimated by
the Public Service Board to be between one and two million
dollars(27), In order to determine whether this is the

best course of action, a study is at present being carried
out. For the time being it is proposed that WREN will be
given priority on the Government Computing Service's existing
B7700 computers during normal office hours, leaving them
available to other users for overnight batch processing(4).

6.1.6 - The EDP Policy Committee stated(5) that:

The (Policy) Committee's treatment of new computer
acquisition as a policy matter originates from a
number of problem systems which heavily use Government
Computing Service's resources (notably WREN, GENIUS
dnd LANDTAX)...The supervision of the EDP Policy
Committee was seen as essential to regain control

over the use of computer equipment and the unwarranted
growth of computer project and associated costs.

6.1.7 The Committee does not agree with the impli-
cation in the above statement that supervision by the EDP
Policy Committee would have prevented the problems which
have beset WREN. It was originally planned that WREN
would use a specified proportion of the Government
Computing Service's equipment resources. The requirements
were under-estimated. If the Public Works Department had
been running WREN on its own computer it might by now have
installed additional equipment in the hope that this would
improve response time. Whether that is the correct course
of action remains to be seen. However, at present WREN

is run by the Government Computing Service, and the latter
can give additional resources to WREN only at the expense
of other users of the B7700's. This suggests that in
future developments by a department, if there is significant
risk that the estimates of resource requirements may be
exceeded, it is preferable for the department to plan on
using its own equipment, rather than sharing a central
computer. At least then the penalty for resource over-
run will fall on the department and not on other users of
the system, and the action needed to remedy the situation
will be the responsibility of and within the control of
the department.
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6.1.8 Initially the Public Works Department was expected
to provide five - subsequently reduced to three - competent
departmental personnel to work as part of the project team
during the development period.

An aspect of concern was that the Department had
difficulty in maintaining the equivalent of more than one and
a half persons through the development period. The Depart-—
ment believes that it has overcome this problem and is now
able to provide competent personnel.

Recommendation

6.1.9 The Committee recommends that when external
contractors are used for consulting, system design, programm-
ing, project management etc, care should be taken to train
departmental staff so that when the contractor leaves,
departmental personnel are fully capable of maintaining

‘and extending the system.

GENIUS System

6.1.10 The bulk of the development of the Education
Department's GENIUS system has been performed by Computer
Sciences of Australia (CSA) under a time-and-materials
contract.

The project was commenced in July 1975 when
Computer Sciences of Australia conducted a feasibility
study of the Department's computer requirements. A
number of potential computer applications were identified
including :

- personnel/payroll;

- property resources management;

- finance and accounting;

- store management;

- student management; and

- school services.

It was proposed that these would be handled
collectively by a computer system called GENIUS. Tenders
were called for the system design and programming and
Computer Sciences of Australia were re-engaged on a time-and-

materials basis in September 1976 to develop the Personnel/
Payroll and the Property Resources Management systems.
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In 1980, the Teachers' Payroll section of the
Personnel/Payroll was let on a fixed price basis to
Computer Sciences of Australia.

6.1.11 Computer Sciences of Australia's original estimate
for design and programming of the Personnel/Payroll and
Property Resources Management systems was approximately

$430 000 and the Department estimated that the additional
cost of involvement of its staff would be approximately

$200 000, making an estimated total cost for those modules
of between $600 000 and $700 000(2),

6.1.12 The Committee has been given various figures for
the cost of GENIUS to-date. In a letter to the Premier
dated 11 August 1980, the Chairman of the Public Service
Board stated that the original cost estimate for design
and programming had been exceeded by more than $2 million;
‘Personnel/Payroll was not then and still is not complete.
The Committee estimates that the final cost of Personnel/
Payroll and Property Resources Management, including the
cost of departmental personnel will be at least $4 million,
or more than five and half times the original estimate.

6.1.13 The Committee is concerned about a number of
aspects of the GENIUS project including the following :-

(1) The cost of two modules of GENIUS to-date
is more than five times the original
estimate for these two modules.

(2) The total cost of GENIUS has apparently
never been estimated(2) .

(3) There was no break point between the design
and programming phases of Property Resources
Management and Personnel/Payroll at which re-
view of the design could be carried out or
tenders called for the programming effort.

(4) The project is running approximately two
years behind schedule.

(5) Control exercised by the Department over
the contractors was grossly inadequate.

(6) It is not apparent that an adequate needs
study was carried out initially.
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(7) The project was allowed to run far beyond
original cost and time estimates on a time-
and-materials basis. Only the Teachers'
Payroll section of Personnel/Payroll
is being done on a fixed time basis and this
apparently only upon the urging of the Chief
Computer Adviser.

Recommendations

6.1.14 The Committee recommends that:-

(1) A detailed cost-benefit analysis and a new
development schedule should be drawn up for
the remainder of the GENIUS project.

(2) A proven and appropriate development method-
ology should be employed for the remainder
of the GENIUS project and future contractors
should be required to adhere to it.

(3) As far as practicable, the remainder of the
planned development effort for GENIUS should
be broken into modules, and tenders should
be called for the programming of these.
Every effort should be made to negotiate

- fixed price contracts for this work.

(4) Wherever practicable departments should
negotiate fixed price contracts for services
in preference to time-and-materials
arrangements.

LANDTAX System

6.1.15 The LANDTAX system was designed and programmed
by Coopers and Lybrand Services for the Land Tax Office
in 1976. The original estimate of development cost was
$670 000 and the final cost was approximately $2.1
million of which approximately $1.3 million was paid to
Coopers and Lybrand. The Land Tax Office advised that
‘the total development costs of the system from 1975 to
1980 were $121 209 (Coopers and Lybrand), $498 209
(Government Computing Services), $164 376 (computer
services rendered by "outside" companies) and $153 739
(equipment) . At constant prices, the 1975 estimate of
$670 000 would be $1 186 175 in 1980-81 prices.
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Although the system is in operation, the manpower
and computer resources required to run it are excessive,
considering its capabilities. The EDP Policy Committee
has ‘stated that this is primarily due to poor design and
programming. A review is in progress by the Public Service
Board to identify the best way to improve the system
performance and increase its effectiveness to the Land
Tax Office.

6.1.16 Tn view of the cost over-run and the poor quality
of the final result, the Committee considers that, as with
GENIUS, the development of LANDTAX was not adequately
controlled by the Department. The Committee emphasizes
that it is the responsibility of departmental management
to supervise and control external contractors

6.2 PROFESSIONAL CONDUCT AND QUALIFICATIONS

6.2.1 The Committee has observed that the data processing
field at present does not have the same degree of formally
defined standards for professional conduct and competence

as those existing within the established professions. No _
levels of competence are defined which have any significance
in law as, say, those of the medical profession do. While
moves have been made - notably by the Australian Computer
Society - towards establishing standards of professional
conduct and defined levels of competence in this country,
the field of information science and engineering has a

long way to go to reach the level of self regulation of
competence and conduct that exists within the established
branches of engineering, and the legal and medical pro-
fessions.

6.2.2 These established professions have a stable corpus
of knowledge whose boundary is expanding only slowly
relative to that in the information sciences field.
Professional status for the field of information science
and engineering may have to await a slowing down of the
rate of growth of the techniques and knowledge that it
encompasses.
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6.2.3 It has been put to the Committee ‘%) that many of
the proven techniques of engineering are appropriate in the
fields of computer system design, development and performance
evaluation; if adopted more widely they would speed moves
towards professional status. Moreover, both the quasi-
professionals of the information processing field and the
computing services industry based on it could well copy

the engineering profession in its self regulation of
standards of competence and conduct.

6.2.4 Cases from the private sector have been brought to
the notice of the Committee where persons who represented
themselves as consultants had an undeclared pecuniary
interest in the outcome of their advice. In one case a
'consultant' recommended the installation of a certain

brand of computer, on the sale of which he received a
commission. He did not disclose this to his client and

the fact was discovered by accident when the client sought
‘service of the equipment.

A similar case was reported recently (Pacific
Computer Weekly 9-15 Oct. 1981) where a ‘'consultant' had
advised clients to purchase a brand of disk pack on whose
sale he received a commission. Again he had not declared
his pecuniary interest at the time he gave the advice.

6.2.5 It is very common at present for EDP service
firms to offer clients both consulting and contract
programming. While the Committee sees nothing wrong with
this,clearly, where advice is given which results or might
result in further business for the firm for contract
programming (or for anything else), the objectivity of

the consultant's advice is suspect.

6.2.6 The situation has occurred in the development of
some Government systems, such as GENIUS, where the contract-
ing firm that advised a department to go ahead with system
development was given the job of detailed design and programm-
ing without going to tender. This is now widely - but not
universally - recognised to be an unsound practice. The
Policy Guidelines and Procedures issued by the EDP Policy
Committee require that, for projects over $50 000, design
specifications must be produced which will allow tenders

to be called, although there is no explicitly stated
requirement that tenders be called.
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6.2.7 It has been put to the Committee(z) that a firm
which provides consulting or design services to a client
should be prohibited from participating in the programming
and implementation which would result from the client
accepting the consultant's advice. While a case can be
made to support this, the Committee does not believe that
it is essential for probity, and it may sometimes result
in higher costs to the Government. However as a minimum
step the Committee considers that tendering between the
system specifications and the programming phase should
be enforced. ‘

Australian Computer Society

6.2.8 The constitution of the Australian Computer
Society states one of the objectives of the Society to be:

3.3 To maintain a Code of Ethics and Standards of
Knowledge in the fields (of digital and analogue
computers, automatic data processing systems,
computer-based automatic control systems, computer
science and technology, information processing and
related subjects.)

The Society has developed a code of ethics which
includes the following:

3.5 A member shall avoid placing himself at any time
under any obligation to any person or organization in
whose dealings with his employer or client he may be
concerned. If such an obligation exists he shall fully
disclose the fact to his employer or client. He shall
not accept any substantial gift or favour from such
person or firm.

8.6 A member, if he has any substantial financial
interest in any organization in whose dealings with his
employer or client he may be concerned, shall fully
disclose the circumstances in writing to his employer
or client.

8.7 A member shall fully and immediately disclose to
his employer or client circumstances of any nature,
financial or otherwise, which might appear likely to
influence the impartiality of his advice or decisions.
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9.0 RELATIONS WITH EMPLQOYEES

A member, if he employs or controls persons in a
professional capacity, shall not ask or require any
such person to take any actions that would involve
a breach of the Code of Ethics as set out in this
Instrument.

The Society has also defined a procedure to be
followed when it is believed that a breach of the Code of
Ethics has occurred.

6.2.9 The Committee believes that if consulting firms
and programming contractors, and the personnel provided

by them, observed the Code of Ethics of the Australian
Computer Society or an equivalent code, the Government
would not suffer some of the abuses which appear to be
common practice at the present at least in the private
‘sector. If contractors and consulting firms and their

EDP professional staff were members of the Australian
Computer Society or a body with an equivalent code of
ethics and disciplinary procedure, clients could enjoy

some protection afforded by the standards of competence and
conduct established by the Society and the procedure to be
used in cases of professional misconduct. In the case of
contractors, this would require a minor change in the by-
laws of the Australian Computer Society because Correspondlng
Institutions are not required at present to subscribe to '
the Code of Ethics.

6.2.10 The Committee considers that computer society
members providing service to the Government are likely to
take their responsibilities seriously under such circum-
stances since a complaint by a client, if proven, could
result in a reprimand or expulsion.

Australian Computing Services Association

6.2.11 The Australian Computing Services Association is

the major trade association for companies who provide

services to computer users in Australia. The services pro-
vided by members include data preparation and data processing;
system analysis, design and programming; consulting;

personnel recruitment and training; implementation; ‘
operations; and independent equipment maintenance.
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The Association has a Code of Conduct which binds
members. This Code, though sound as far as it goes, is
too general to protect the public service against some of
the abuses which occur in practice in the private sector.

Recommendations

6.2.12 The Committee recommends that :-

(1) As a prerequisite to obtaining consulting
work with the Government, firms should be
required to declare any pecuniary interest
which they or personnel they engage on the
project have in software products, computing
equipment, data communication equipment,
personnel services, contract programming,
or other products or services which might
effect the impartiality of advice they
might give.

(2) The following words should be added to
clause 2.4.2(b) of the Policy Guidelines:

"no firm may be engaged to help in the
analysis of proposals or quotations if
that firm is itself tendering for the
~work or has a pecuniary interest directly -
or indirectly in any firm which is
tendering or submitting a proposal
for the work."

(3) The Government should require that persons
and firms providing consulting in
information processing, system analysis,
design and programming, project management,
and any other EDP professional services,
should undertake to be bound by the Code
of Ethics of the Australian Computer
Society or other approved equivalent code
of ethics. Where practicable, such under-
taking should be embodied in the contractual
agreement between the parties.

(4) The pecuniary interests of consultant and
contracting firms and their staff should be
taken into account in selecting a consultant
or contractor.
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(5)

(6)
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The Australian Computer Society should be
requested to intensify its efforts to co-
ordinate data processing courses in tertiary
institutions so that employers may be aware
of the quality and content of courses which
job applicants claim to have attended.

Breaches of ethics or professional conduct
should be brought to the attention of the
Council of the Australian Computer Society
or other professional body of which the
contractor or consultant is a member.
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CHAPTER 7

ACQUISITION OF EDP SYSTEMS AND SERVICES

7.1 SPECIAL ASPECTS OF EDP ACQUISITION

7.1.1 The acquisition of large EDP systems has a number
of features which may make it appropriate to employ

special controls. Some differences between the acquisition
of EDP systems and other types of capital equipment are :-

(a)

(b)

(c)

(d)

few capital equipment acquisitions have
the same potential for bringing about
basic changes in the way a department
works. Information handling is a major
activity of most government departments;
therefore information technology is 1likely
to be closely integrated with the
functions and operations of a department;

information systems are often very complex.
Their design is frequently difficult and
may require contributions from several
disciplines. The techniques of design

of large information systems are generally
less formal and less well understood than
for most other classes of capital equipment.
There is a large number of variables which
ideally the designer should take into
account and many degrees of freedom open
to him. Consequently there is almost
unlimited opportunity for error or sub-
optimum design;

the demand for qualified people to design
and implement large systems exceeds the
supply; the use of under-qualified people
can lead to systems being installed which
are technically unsatisfactory or do not
meet end-users' requirements;

within the Victorian Public Service some
managers have less than adequate knowledge
of the basic principles of EDP and the EDP
marketplace. Sometimes EDP personnel
reporting to them do not have very broad

experience.
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Consequently they may become easy targets
for salesmen in the present competitive
marketplace; and

(e) few capital acquisitions in the public
service have the same potential to affect
staff members and working environment as
does that of modern information technology,
particularly computers.

7.1.2 Though none of these factors is unique to
information system acquisition, the first three in combin-
ation justify giving EDP acquisition more management
attention than is normally given to other capital equipment
procurement. The fourth and fifth factors, in the
Committee's view, justifies the continued central co-
ordination of EDP acquisition for the time being.

7.2 DELAYS AND CONSTRAINTS -IN PROCUREMENT PROCESS

7.2.1 The questionnaire given to departments and
authorities prior to the discussion paper indicates that
some departments felt that there were excessive constraints
or delays in acquisition procedures. The Committee has not
found any evidence of significant delays inherent in the
purchasing procedures, though there are sometimes delays

in the approval process for funds or staffing preceding
purchase (see Chapter 8).

7.2.2 A significant problem the Committee has noted is
the way in which restrictions may be suddenly applied, for
example by Treasury, to achieve a desired effect, and then
relaxed again a short time later. An example is the recent
embargo, now relaxed, on hiring staff from outside the
service which was applied quite independently of staff
ceilings. The apparent arbitrariness of such stop-go
decisions causes confusion and may introduce delays in
staffing and procurement extending beyond the time that

the restriction itself is applied.

7.2.3 A further cause of delays which has been noted
is the apparent difficulty in co-ordinating approvals for
staffing, funding and equipment acquisition. Though each
of these may be performed fairly expeditiously, they are
sometimes not properly synchronised, causing delays in the
development process. This situation should be improved
under the procedures advocated since expected staffing,
funding and acquisition proposals will be embodied in
rolling plans and can be considered well in advance of
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specific approvals by Treasury, the Public Service Board
and in some cases the EDP Policy Committee. The higher
financial delegations the Committee has proposed for
departments will mean that further approvals for equipment
and services acquisition will be simplified and will not be
required in as many cases as hitherto. It must however
remain the duty of the department concerned to ensure that
such requests for approval as are required are so timed
that projects are not delayed.

7.3 NON-COMPETITIVE ACQUISITION

7.3.1 The Treasury Regulations 1981 provide for exemption
from calling public tenders if the expenditure is specifically
authorized by the Governor in Council on the recommendation

of the Treasurer. There appears to be no criteria for
‘obtaining such an exemption nor is there a requirement

for the customer department or the Treasurer to give reasons
why the tender process was not used. Moreover the Auditor-
General is not empowered to enquire into the reasons for

not calling tenders or to satisfy himself that the process

was fair and proper.

7.3.2 The Committee is concerned at possible abuses
arising from this provision of the Treasury Regulations
particularly where add-on EDP equipment is being purchased.
The potential exists in such cases for the purchasing
department wrongly to assume or claim that only the
original vendor can supply compatible add-on equipment.

The Committee believes that such assumptions should be open
to scrutiny by oversighting agencies, such as the Auditor-
General, and the public.

Recommendations

7.3.3 The Committee recommends that :-

(1) The Government's purchasing policies should
be such as to promote free and open
competition between suppliers to the maximum
extent practicable. The procurement process
should be, and be seen to be, impartial and
fair.
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(2) When in a procurement it is considered
necessary to call tenders from a restricted
list, or not to call tenders, (for example
using the authority of the Governor in
Council on the recommendation of the
Treasurer), the reasons for doing so should
be documented by the department, agreed to
by the responsible minister and lodged with
the Tender Board. They should be available
also for public scrutiny.

7.4 USE OF PRIVATE SECTOR

7.4.1 A primary purpose of the public service is to
perform the administrative functions associated with the
machinery of Government. It is not appropriate for the
_service to compete with the private sector in the manufacture
of equipment or software, or the supply of EDP services
unless the work can be done internally for less cost. 1In
comparing the cost of doing work internally against that

of doing it in the private sector realistic internal costs
must be used. For example, it is not valid to compare the
direct costs of using otherwise idle programmers with

the price quoted by external vendors. A realistic overhead
should be applied to the direct costs of internal staff

in deciding whether or not it is more economical to do the
work .internally. Guidelines are desirable on how to make

the appropriate comparisons. (See reference 25 for an example
of U.S. government guidelines on use of the private sector).

7.5 METHODS FOR CHOOSING A SUPPLIER

7.5.1 Guidelines should be prepared by the Public Service
Board for departments and authorities to help them apply
consistent and rational selection methods when choosing a
supplier of EDP products or services. Objectives for such
guidelines should include the following:-

(a) to help the department or authority to
obtain a system closely matched to its
functional requirements at an economical
price;

(b) to help ensure that the procurement has been
" a competitive one and that it has been fair
to all participants;
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(c) to help guard against impropriety by a
participant;

(d) to help obtain a solution which furthers
the Government's purchasing policies such as
those aimed at supporting local industry;
and

(e) to help obtain a solution for the depart-
ment or authority which does not adversely
affect any other department or the interests
of the State of Victoria.

7.5.2 No selection methods can guarantee that the
Government will obtain a system precisely matched to its
requirements, that it will obtain a satisfactory solution
at the lowest price, that free and open competition will
always prevail, or that any impropriety present will

" immediately become obvious. However, some approaches to
vendor selection go much further towards achieving these
ideals than others.

7.5.3 The selection method used should be theoretically
sound so that selection made cannot easily be challenged

or overthrown. If a challenge is issued, say by a dis-
gruntled vendor, the method should allow the challenge
either to be validated or rejected quickly.

7.5.4 The method should be understandable by all concerned
in the acquisition process. Vendors should understand it so
that each can provide the solution which he estimates will
maximise his chances of success; the purchaser should under-
stand it so that he can select the system from those offered
which maximizes the "utility" of the solution for the Govern-
ment; the Tender Board and the Auditor-General should under-
stand it so that Parliament and the public may be assured
that all is above-board and that public money is not wasted.

The Risk-adjusted-least-cost (RALC) Method*

7.5.5 A simple criterion which purchasing authorities
often try to apply is "The minimum cost tender will be
selected which meets the specification." This is
unsatisfactory.

7.5.6 If one considers the case where:-

supplier A's tender just meets the specifi-
cation in all respects for $5 million;

* Similar to the requirements-costing-method of E.O. Joslin
(21).
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supplier B's tender fails to meet the
specification in just one respect but
costs $3 mil;ion; and

supplier C's tender offers 50% more
system capacity than supplier A's
tender but at a cost of $5 100 000.

Which tender should be selected.

7.5.7 According to the normal rules of tendering, it
should be supplier A's offer. However, there is nearly always
a benefit in having spare capacity available and in this
particular case in the long term it might very well be worth
$100 000 extra to obtain 50% more capacity. On the other
‘hand the one respect in which supplier B's tender fails to
meet the specification might well be relaxed in order to

save $2 million if it is not a particularly important

feature. (Possibly when it was specified it was not

realized that the feature would cost $2 million.)

7.5.8 Although it would seem sensible after receiving ten-
ders to change the requirements in the light of the prices
quoted, the rules do not permit it (unless the buyer is pre-
pared to go to the expense of retendering). The normal rules of
tendering, if interpreted strictly, do not recognize that

few requirements in an information system are absolute or
fixed ones. This indicates that a selection methodology

is required which specifies few, if any, mandatory
requirements and applies a utility function to each desirable
characteristic. The utility function is designed to reflect
correctly the value,not merely of having the feature or
characteristic, but also of the extent to which the

feature is provided.

7.5.9 The risk-adjusted-least cost method (RALC)
satisfies this requirement. Basically it is a method for
calculating the total expected cost of each vendor's offer
over the life of the project. It allows credits to be
applied where desirable features are offered, or penalties
where they are not. The magnitude of the credit or
penalty can be in proportion to the extent to which a
desirable feature is offered. The vendor whose offer
leads to the minimum expected cost (or maximum expected
benefit) over the life of the project, all things con-
sidered, is the preferred supplier.
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7.5.10 The method may seem complex but in fact experience
by the Health Insurance Commission has shown that because

it is methodical it allows the fast selection of a supplier.
Without a methodical framework the selection team can become
bogged down in a morass of conflicting requirements and
optional features.

Proposals should be Obtained Prior to Tenders

7.5.11 It is suggested that the formal tendering stage of
acquisition should normally be supplemented by prior, less
formal, Requests-for-Proposal from vendors.

7.5.12 For a large acquisition, the total process might
be divided into the following stages :-

(a) a request for preliminary information
from vendors outlining the broad require-
ments and inviting suppliers to submit
product brochures and manuals;

(b) a Request-for-Proposal; this document
would be submitted to suppliers along with
a more detailed specification of require-
ments which allowed vendors to quote for
specific products and services that would
be appropriate to functional requirements;
and

(c) the information provided during the Request-
for-Proposal stage would be used to adjust
the requirements, balancing the desired
features against accurate costs which have
been collected in the Request-for-Proposal
stage; a Request-for-Tender would then be
issued with a modified requirements spec-
ification which reflects the adjusted de-
sirable features

7.5.13 Not every acquisition would require use of all
three stages. In fact, for many straightforward procurements,
it would be appropriate simply to call tenders. However,

in complex procurements, the process suggested above allows
adequate feedback of information from suppliers before the
formal tendering phase.
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7.5.14 Representatives of supplier organizations have
claimed that the public service is not making the best use of
opportunities for discussion with suppliers during the
acquisition phase. The Committee attaches great wvalue to
the interchange of ideas and product knowledge between a
range of suppliers and the purchaser during procurement.
Such interchange can be directly beneficial to the user by
providing him with ideas and indirectly because it allows
the tenderers to gain a better understanding of the user's
requirements. The combination of open tendering and the
multi-stage acquisition process which is recommended should
help to achieve this.

Vendors should be Told Selection Method

7.5.15 The vendors should not only clearly understand the
general methodology of selection but it is desirable in most
circumstances that they be told the intended size of cost
penalties to be applied by the Government in a particular
acquisition. However the basis for arriving at a particular
cost penalty should not be communicated.

7.5.16 It will help the vendor to help the purchaser if
the rules for selection are rational and clearly understood
by all parties. Openness will help the vendor to supply a
solution which is better matched to the Government's needs.
Reasons for decisions made against suppliers should be
communicated to them upon request, taking care not to dis-
close material provided in confidence by other suppliers.

Sample Guidelines are Available

7.5.17 An example of the kind of guideline which the
Committee has in mind is that developed for the State of
California entitled "Computer Hardware Procurement and
Contracting Guidelines", November 1975. (Obtainable from
the Inter-Governmental Board on Electronic Data Processing
1025P Street, Sacramento, Calfornia 95814. See also
reference 26.)

Tender Board

7.5.18 The Tender Board should ensure that purchasing is
'in conformity with regulations and Government policy and
that propriety has been observed. However, rules governing
propriety should keep in mind the need for full and open
discussion with vendors.
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Recommendations

7.5.19 The Committee recommends that :-

(1) Guidelines should be prepared by the Public
Service Board and approved by the EDP
Policy Committee before being issued to
departments and authorities on rational
methods of selecting vendors of systems
and services. The guidelines should be
made public.

(2) The methods recommended in the guidelines
should be theoretically sound and easily
understood.

(3) Consideration should be given to the use of
the risk-adjusted-least-cost method of
"vendor selection. In this method, potential
suppliers should be told the specific cost
penalties to be applied in the absence of
desirable features.

(4) Consideration should be given especially
in large procurements, to a Request-for-
Proposal stage prior to calling tenders,
to allow the optimum choice of parameters
in the final selection model. Proposals -
should contain price lists to allow the
purchaser to examine the costs of
alternative configurations.

7.6 SUPPORT FOR LOCAL EQUIPMENT AND SOFTWARE INDUSTRY

7.6.1 The Government's current preference policy on
computers and the current general State preference policy
is attached (see -Appendix C).

7.6.2 The Ministry for Economic Development is at present
formulating a policy implementation programme on Gove;nment
purchasing which will be submitted to Cabinet for decision.
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7.6.3 To the extent that the above initiatives may
affect the future effective economic acquisition and use
of data processing resources in the Victorian public
sector, they are of concern to this Committee.

7.6.4 The Committee received a submission from the
Ministry for Economic Development which incorporated a number
of recommendations for the support of the local computer
industry. These are included as Appendix D. They are
relevant to the present inquiry to the extent that they
support or conflict with the effective acquisition and use

of computers by the public sector.

7.6.5 The primary function of the EDP Policy Committee
as recommended elsewhere in this report is to formulate
specific policies for the acquisition and use of information
technology in the light of broader Government policy,
~including that in support of local industry. It is also

the responsibility of the EDP Policy Committee to ensure
that such policies are promulgated to departments and,
where appropriate, statutory authorities.

7.6.6 In general the Committee would favour measures
designed to give local industry information on the Govern-
ment's intentions and future requirements for EDP equipment
and software, rather than measures aimed at enforcing
arbitrary levels of local purchase. The latter could well
be counter-productive since to meet mandatory levels of
local purchase, departments or authorities could be forced
into acquiring local products which were less than satis-
factory in quality or functionality.

The present purchasing policy embodies the concept
of a cost penalty to be added to the tender price on the
out-of-State content; the Government in effect is placing
a dollar value to the State on the benefit of local
manufacture. If the risk-adjusted-least-cost method of
tender selection is applied, this benefit is automatically
weighed against undesirable characteristics of the same
tender and desirable features of competing tenders.

7.6.7 In short the Committee favours a combination of
three processes to assist the development of a local
computer industry in accordance with Government policy:

- a cost penalty as determined from time to
time by the Government on the out-of-State
(or overseas) content of tenders;
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- industry visibility of the Government's
forward plans; and

- the use of the risk-adjusted-least-cost
method of tender evaluation.

It should be made clear to suppliers or manufactur-
ers that forward plans may change without notice and are
intended for broad guidance only. The private sector uses
them at its own risk.

7.6.8 The Committee does not favour enforcing the
purchase of minimum quantity levels of local products as
suggested by the Ministry for Economic Development and
strongly advocated by some local manufacturers.

7.6.9 The EDP Policy Committee in its submission to the
Committee raised the question of possible conflict between
" the Government Preference Policy for Victorian Manufactured
Equipment and the principle that the Government should

give preference to proven products. The risk-adjusted-
least-cost method of tender selection allows a dollar penalty
to be assigned to proposals which embody high risk. Since
the method also applies a dollar penalty for the out-of-
State content of tenders, it can, if properly applied,
automatically achieve the optimum balance between avoid-
ance of unproven products and support for local fledgel-
ing industry.

Recommendations

7.6.10 The Committee recommends that :-

(1) The EDP Policy Committee in establishing
policies for the acquisition and use of
information technology should take into
account the Government's policy at the
time on support for the development of
local hardware and software industry.

(2) To help local industry prepare itself to
service the Government's expected future
requirements, future plans of departments
and authorities should be available for
examination by the private sector, except
when security would be jeopardised.
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(3)

(4)

(5)

(6)
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If Government policy for preference for the
purchase of local products is to continue, this
should be as a cost penalty to be applied to
the out-of~State (or overseas) content of
tenders and this penalty should be taken into
account in applying the risk-adjusted-least-
cost method of tender evaluation.

Departments and authorities should not be
obliged to purchase any minimum level of

local products. The industry must gear itself
to meet the Government's requirements not

vice versa.

Reviews by the Auditor-General or internal
auditors of compliance with policy should
examine and report on failures by depart-
ments or authorities to meet 1local
preference policies and guidelines.

Rolling plans for information system develop-
ment should include the steps which will be
taken by the department or authority to
implement the Government's policies for
support of local industry.
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CHAPTER 8

OBTAINING FINANCIAIL AND STAFFING
RESOURCES FOR EDP

8.1 DIFFICULTIES EXPERIENCED BY DEPARTMENTS

8.1.1 A number of departments described difficulties
they had experienced in obtaining approval for funds for
justified EDP development and acquisition. The perceived
problems included the following :

- there is a lack of co-ordination between
EDP purchase plans, manpower plans and
financial approvals;

- management financial delegations are too
small;

- projects which have been approved by the
EDP Policy Committee or the Public Service
Board still require lengthy approval before
funds can be committed;

- more flexibility is needed by permanent
heads to work within staff ceilings and
budgets; and

- one-year funding cycle inhibits long term
planning and development of EDP systems;
funds need to be guaranteed over the life
of a project.

8.2 LACK OF CO-ORDINATION

Perceived Problem

8.2.1 There is a lack of co-ordination between EDP
purchase plans, manpower plans, and financial approvals.

Background

8.2.2 The discussion paper reported that in at least one
instance hardware procurement had been approved and installed
months before approval for extra personnel was received.
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8.2.3 Under the present procedures, a department wishing
to acquire a system makes a request to the EDP Policy
Committee for approval to acquire the hardware and soft-
ware, and a separate request to the Public Service Board
for approval for the required staff. Once the EDP

Policy Committee has endorsed the department's proposal,
Treasury is then approached for approval for the funds

to be spent. Apparently, all this may take place and the
equipment actually be acquired before approval is
received for the staff required to make use of the
equipment. ’

8.2.4 Steps to acquire staff should of course be taken
in sufficient time to ensure that equipment or other
resources do not 1lie idle. It is not uncommon, the
Committee was told, for a lot of attention to be given

to equipment purchase while other components of the pro-
ject - staff, site preparation and software - are

' neglected. ’

8.2.5 The proposed use of five-year rolling plans,
prepared in a systematic and uniform manner, should help
to ensure that key components of a proposed system are

not overlooked. Use of the plans should also ensure

that approving authorities have the opportunity to approve
the total package, including future implications, rather
than fragments of it.

Recommendation

8.2.6 The Committee recommends that EDP forward plans

and specific requests for approval of EDP proposals should
contain estimates of all the resources that will be required
together with their costs, including hardware, software,
anciliary services, supplies and personnel. Approval

should be sought at the same time for all the components
which are needed to make the system or appropriate parts

of it viable.

8.3 FINANCIAL DELEGATION

Perceived Problem

8.3.1 Management financial delegations are too small.
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Background

8.3.2 At present the policy guidelines of the EDP Policy
Committee require the following approvals -

Proposed Project For The
Design and Implementation

Of A System And/Or Equipment Approvals Required

Acquisition.

(a) Expected to cost less than Public Service
$50 000 partly or fully Board and
carried out or supplied by Treasury
outside resources;

(b) Expected to cost in excess EDP Policy
of $50 000, in-house or Committee, Treas-
partly or fully carried ury and, where
out or supplied by outside outside consult-
consultants; ants involved,

Public Service
Board

(c) Expected to cost less than Government
$50 000 in-house and the Computing
use of the Government Service
Computing Service facilities
required.

The purpose of the $50 000 financial delegation
presumably is to force departments to go to the EDP Policy
Committee for approval for any but very small acquisitions.

8.3.3 Some departments have considerable experience in
EDP, capable staff, and an annual Works and Services budget
of many millions of dollars. The Committee can see no
valid reason for requiring such departments to seek the
approval of the EDP Policy Committee for a small EDP
acquisition that is consistent with the department's five-
year rolling plan.

8.3.4 For outside purchases the system of financial
delegation ( (a) or (b) above) determines only whether the
Public Service Board or the EDP Policy Committee approval
is required. Treasury approval is already required for all
proposals in the sense that all requests for EDP equipment
and services are part of the annual request for funds

from the Works and Services Account.
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Finding

8.3.5 This procedure will obviously continue, as it will
for all such capital purchases. Under the new roles pro-
posed for the EDP Policy Committee and the Public Service
Board (see paras. 5.4 and 5.7) the present financial dele-
gations would not apply since neither would have to formally
approve the proposal. This will overcome the present problem
of financial delegations being too small.

8.4 DEPARTMENTS' POWERS TO DETERMINE THEIR PRIORITIES

Perceived Problem

8.4.1 Projects which have been approved by the EDP Policy
Committee or the Public Service Board still require lengthy
approval before funds can be committed.

Background

8.4.2 At present departments submit EDP items as part of
their bids for Works and Services appropriations. Treasury
does not do its own evaluation of EDP proposals; it merely
ensures that the Public Service Board or the EDP Policy
Committee has approved the prOJect in accordance with the
EDP policy guidelines.

There is a "forward look" incorporated into this
process in that departments are asked for figures for
estimated requirements for two or three years ahead. There
is no formal review of such figures, and departments are not
held to them in the following year. This acts as a flagging
mechanism for Treasury to warn it of likely future require-
ments.

8.4.3 Departments submit their bids in priority order of
items. In general Treasury does not re-arrange these
priorities, although this may be done by the Treasurer.
Cases where departmental priorities might ke re-arranged
would be:

- where the priority relates to an item which
has been excluded from the current (Consol-
idated Fund) budget;

- where a priority item included is unlikely to
be physically possible e.g. if Public Works
Department advises that a building is unlikely
to be commenced during the financial year;

and
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- where the department is "playing games" by
deliberately putting a high priority or
politically-committed item at the bottom
of its priority list hoping to receive
sufficient funding to cover all the priority
items.

8.4.4 Financial approval is given by the Treasurer to

a total appropriation in the Works and Services Appropriations
Act and to individual items within this amount. Each item
receives a code number and all amounts for that project are
charged against that item.

8.4.5 Generally EDP projects are approved by the
Treasurer as one amount per department, but this has to
be broken down by the department into individual items
for coding and Treasury monitoring of expenditure on
individual projects.

Once this approval has been given departments do
not need any further financial approval from Treasury to
proceed provided they will not exceed the item allocation.

8.4.6 During the course of the year it is possible for
savings on one item to be added to another item provided

the Treasurer approves. It is also possible to add a new
item, even one not included in the original bid. Whether

it is approved depends on the circumstances but apparently - -
such requests are not generally regarded favourably. It

is therefore important for departments wanting approval

for new projects to have them ready for inclusion in the
Works and Services bids at the right time. Otherwise they
will have to wait until the next year's round of bids.

8.4.7 EDP is thus treated like other capital expenditure
except for the separate vetting by the EDP Policy Committee
or Public Service Board. Capital expenditure on buildings
has a more complicated approval mechanism requiring
separate approvals at different stages for:

- preparation of schematic plans;

- preparation of design and development plans;

- approval to call tenders;

- allocation of funds or financial approval.
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8.4.8 These procedures regulate the admission of capital
projects to the Works programme.

Department of Minerals and Energy

8.4.9 The Department of Minerals and Energy advised the
Committee (2) that:

In discussions earlier this year with the Computer
Study Group, Mr. H. Brzezinski suggested that external
consultants be invited to make a preliminary estimate
of the department's computer needs. An additional
amount of $30 000 was sought in the 1981/82 estimates
for a detailed computer survey to be undertaken as
recommended by tendering consultants. ...no funds
have been provided.

Later a representative of the Department said:

The estimated cost of having a consultant conduct
that analysis was in the vicinity of $30 000. We
included that in the Estimates for the current
financial year but it was not funded.

8.4.10 The Department of Minerals and Energy has identified
a number of potential computer applications which on the
face of it would appear to be well justified. The clear
impression gained by the Committee from the evidence
given by the Department was that it had been inhibited

in investigating these applications by its failure to
obtain approval for expenditure of the $30 000 referred
to above. The Committee therefore sought the advice of
Treasury on the circumstances of this situation where the
Department was apparently unable to fund a study that

had been recommended by the Chief Computer Adviser.

8.4.11 The Committee has ascertained from Treasury files
that the Minerals and Energy request for $30 000 was not
given sufficient priority by the Department to fall above
the cut-off point established by the Treasurer's total
allocations to the Department. When the Department was
advised of the Treasurer's approval of $955 000 for equip-
ment it was asked to provide a list of projects within

this amount for the purpose of establishing code items

and monitoring subsequent expenditure. The Department did
not include the $30 000. Had it done so Treasury states it
would have accepted it. However, after the debate in the
Legislative Assembly on this issue, the Treasurer directed
that the $30 000 be set aside within the total allocation
of $955 000, thus in effect over-ruling departmental priorities.
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Department of Community Welfare Services

8.4.12 This Department described a very similar situation
to that of Minerals and Energy:

We do not have a formal definition of our (EDP)
needs. One of the things we have been trying to

do is to follow the advice of Mr. Brzezinski who,
two years ago, recommended that, as an essential
step towards EDP development in the Department, an
EDP feasibility study needed to be undertaken along
the lines you (the Committee) have suggested.

He proposed that we would need to include approximately
S50 000 in our Estimates to employ consultants for

that purpose, because the Department lacked the
expertise. That policy idea (sic)was included in the
Estimates for 1980/81 and 1981/82 without success to
date,

8.4.13 The Department considered that the line of action
advocated by the Chief Computer Adviser (Mr. H. Brzezinski)
was in part being frustrated by the Treasury.

Findings

8.4.14 From discussions with Treasury officers, the
Committee formed the view that there is a misunderstanding -
by some departmental managers of the budget construction
mechanism. Except in cases where the Public Service Board
or the EDP Policy Committee has rejected a proposal for

the acquisition of equipment, software or services, the
determination of priorities is a matter for departments.
The remedy for this misunderstanding appears to lie largely
with the departments.

There may also be insufficient attention by
departments to finalizing proposals so as to fit in with
the budget timetable.

8.4.15 The Committee cannot see why consulting projects
should come under the Works and Services appropriation at
all. It would appear to simplify administration, provide
departments with more flexibility, and not introduce
significant risks,if consulting contracts of up to

$30 000, for example, could be treated as administrative

exXxpenses.
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Recommendations

8.4.16 The Committee recommends that :-

(1) The Treasury should draw to the attention
of departments the mechanism for constructing
budgets and the options available to
departments once total appropriations have
been approved.

(2) Consideration should be given to treating
consulting contracts of up to $30 000 in
value, which are aimed at improving depart-
mental efficiency, as administrative ex-
penses rather than as Works and Services
budget items.

- 8.5 FLEXIBILITY TO WORK WITHIN STAFF CEILINGS

Perceived Problem

8.5.1 More flexibility is needed by permanent heads to
work within staff ceilings and budgets.

Background

8.5.2 One department(z) advised the Committee as follows:

A more flexible approach is essential in the raising
or lowering of classifications as the circumstances
at the time demand. .es

(There is) lack of flexibility available tgo the
permanent head both in recruiting staff from outside
and the adjustment of internal staff. ...

(The department should) have professional/career -
ranges available such that the permanent head has
flexibility in recruiting at levels for which
circumstances require and similarly to be able to
promote staff within a wide range. ...

(7)

8.5.3 The Public Works Department told the Committee

At times within the EDP staff there maybe a vacancy
at a high level, say Class B, and it is known that
there is probably no-one suitable within the service
to fill the vacancy.
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The Department does not have sufficient flexibility

to temporarily down-grade the position so as to fit an
in-house satisfactory junior EDP officer. If it

did we could better train and retain staff who need
developing in both EDP technigues generally and the
WREN application specifically.

However, the Director of Operations of the Public
Service Board informed the Committee that:

If a department identified a need to lower the
classification of a job and proposed such to us,
we would examine it. If the proposition were
acceptable, after hearing the reason why it wished
to do so, we would lower the classification of the
job. For a vacancy of high priority it would not
take long at all. It would take approximately one
week.

The Chairman of the Public Service Board stated
that:

There are many cases in which departments have
brought in two vacant positions and staffed a
higher level position. Therefore, under the
present guidelines, it is possible for them to
take away a couple of low level positions and
create a high level position. That could be done
without any restraint provided the Board agreed
with the classification proposed. There are many
cases where the applications are resourced (sic).
A department might even abolish one and a half
positions, but it is worked out on the salary
situation before that.

8.5.4 The Chairman of the Public Service Board also said
that under the present procedure, the flexibility desired
by the Public Works Department already exists. If a depart-
ment has the positions, it is not difficult to change
classifications or to have them created if the ceiling
permits it.

8.5.5 The Public Works Department and the Board should
discuss this matter to resolve the department's problem.
Finding

8.5.6 Many departments feel that they do not have

sufficient flexibility to manage their resources and assets
in an optimum manner.
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Funding is approved in compartments with separate allocations
for capital and recurrent expenditure and there is little
flexibility to move money from one to the other in the

light of changing circumstances or better knowledge of needs.
It is apparently very difficult to apply money which has been
approved for capital acquisition to obtaining additional
people. For example it may be found after approvals have
been given for a computer acquisition and for staff to

run it that the staff requirements have been under-estimated.
It might then be appropriate, within the total sum
approved, to reduce the amount of equipment to be acquired
and to spend money instead on extra staff. Apparently this
is difficult or impossible.

8.5.7 Departments generally do not fully understand
the options open to them in reclassifying positions within
staff ceilings.

" Recommendations

8.5.8 The Committee recommends that :-

(1) The Public Service Board should draw to the
attention of permanent heads the procedure
for reclassifying positions or combining
low level positions to create a high level
one within staff ceilings.

(2) The Public Service Board should ensure
that proposals by departments for the
reclassification of EDP positions or the
creation of new EDP positions in exchange for
existing non-EDP positions are dealt with
promptly, taking no longer than two weeks
and one month, respectively, to process.

(3) The Public Service Board and the Treasury
should develop mechanisms to provide depart-
ments with greater flexibility to optimize
the management of assets and resources within
total budgets. These mechanisms should
include some ability to implement compen-
satory savings between current and capital
expenditure.
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8.6 ONE-YEAR FUNDING CYCLE

Perceived Problem

8.6.1 A one year funding cycle inhibits long term planning
and development of EDP systems; funds need to be guaranteed
over the life of a project.

Background
8.6.2 The Government Computing Services stated(l6)
that:

Effective planning will indicate a need to
progressively enhance EDP resources to

cater for natural system growth and planned
staged implementation of new systems. The
fiscal year cut-off of funds does not allow
orderly planned acquisition of resources,
particularly equipment and sometimes software
to be ordered, delivered and tested enabling
a smooth implementation service to users.

A procedural mechanism will be necessary to

ensure that approved funding is known three

years in advance in order that an uninterrupted
implementation can result from the proposed

planning.

The Department of Community Welfare Services(l7)
stated that:

Once approval is given, funds need to be
guaranteed over the life of the EDP project

8.6.3 It may be felt that there is little point in pre-
paring long term plans for EDP development when present
budgeting practice and Treasury approval can guarantee funds
for only one year. The development phase alone of most
major systems will require significant expenditure over more
than one year. The prudent permanent head would probably
not wish to undertake a long-term system development unless
there is a high probability of being able to complete the
project within a definite time frame. Therefore uncertainty
as to funding in future years might be an inhibiting

factor in the preparation of plans for the modernization

of information management in the Victorian Public Service.
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8.6.3 The Committee sought the views of the Treasury on
this apparent problem. Advice was received (2) that once
the Government has given approval for a project, costs

for that project over its life are met as the first charge
on available loan funds. Only if such funds have been

cut very heavily would it be necessary to curtail the
project. The Committee was told that there are few
differences between EDP projects and other projects.
Treasury(2) said, with respect to acquisition of systems:

If the Government approved an EDP installation
it will almost certainly continue for more than
one year; therefore the department is committed
to a contract. The same applies to building a
school or a dam - payments must be met in the
following financial year. In that context once
approval is given to start the system or
installation, payments must be met year after
year until the contract is completed. That

is a normal ongoing undertaking.

8.6.4 According to Treasury, similar conditions apply to
an approved development project which might run several
years:

The feasibility study is carried out according

to the guidelines and then the department

justifies it on a cost effectiveness basis so

that the task is done better. That is accepted

by the Government and the financial committment

is accepted and spread over the three to five

years it takes to develop... If the (EDP Policy)
Committee recommends it to the Government it is subject
to the funds available... If the project is a high
priority in the mind of the minister it is run

until it meets a disaster.

Finding

8.6.5 A project, once it has been agreed to by the EDP
Policy Committee and accepted by the Government, can run over
several years subject to availability of funds. The depart-
ment can assume that in normal circumstances funds will be
available once the committment has been made by the Govern-
ment. Therefore the present one-year appropriation system
does not appear to inhibit long-term planning and develop-
ment of EDP systems.

87



: However when considering the wider context of five-
year rolling plans, it is evidently not feasible for the
Government, having approved the plan, to commit itself
firmly to meeting the costs. On this point Treasury
said that it would not be practicable "for the
Government to accept the five-year plan and go ahead with
the programme."

8.6.6 The Committee believes that for the proposed system
of departmental and master-planning to work, department
heads must have a reasonable assurance of continuity of
funds. Once departmental plans have been endorsed by the
permanent head and agreed to by the minister, their costs
become just one component of the department's long term
budgetary plans. From that point on, the permanent head
should be able to have as much confidence in the continuity
of his EDP plans as in any other component of his Works

and Services estimates.
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CHAPTER 9

RECRUITING TRAINING AND RETAINING STAFF

9.1 SHORTAGE OF EDP STAFF

9.1.1 A shortage of qualified EDP staff appears to be at
the root of many of the problems experienced in the develop-
ment and use of EDP. This was emphasised to the Committee
in the following comments :-

"The shortage of trained personnel is generally agreed to be
one of the major problems in the industry”.

Gas & Fuel Corporation (9)

""Considerable difficulty is experienced in recruiting and
retaining professional staff, particularly in the programming
and testing areas.”

Totalizator Agency Board (8)

"It is estimated that over 70% of a computer installation
cost is in labour. There is a great need for skilled,
imaginative and well-managed data processing people.

There is also a great scarcity of these people and, spread -
too thinly, they will produce little and what they do
produce will be difficult to maintain on their departure."

International Computers
(Australia) Pty Ltd. (10)

"There is a lack of availability of experienced programmers
in the salary ranges offered. (There is a) lack of
flexibility available to the permanent head in recruiting
staff from outside and adjustment of internal staff."

Public Works Department (11)

"Recognition must be given to the difficulties that exist...
both in the private and public sector in recruiting personnel
of the right calibre to f£ill the role of EDP (audit)
specialists."

Auditor-General (2)
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"As soon as a member of staff becomes highly experienced
(in EDP) he would most likely find promotional opportunities
somewhere else within the public service."

Public Works Department (2).

9.2 STAFF TRAINING

9.2.1 In the developed countries world-wide, the most
significant factor limiting the rate of application of
information technology is the shortage of people with the
necessary qualifications. The situation is not expected to
improve. The public service must compete with statutory
authorities and the private sector for qualified EDP staff
and none of these is likely to be able to obtain the numbers
and levels of skills it wants for some years to come.

9.2.2 The Victorian Public Service should not only make
improvements in pay and conditions in order to bring it onto
a more even footing with statutory authorities and the
private sector but should also vigorously pursue new
initiatives in obtaining people. The foremost of these
is training.

9.2.3 It appears to the Committee that internal training
courses are needed on a much larger scale. The absurdly
small number of six E-class trainees within the Government
Computing Service must be augmented significantly and
intake for in-service training should be vigorously recruit-
ed in the tertiary institutions.

9.2.4 The following table shows the number of EDP-
related courses conducted by the Commonwealth Public Service
Board in 1980-81. These represent over 40 person-years of
training, co-ordinated or conducted by the Public Service
Board alone. ‘

In addition significant training in EDP is conducted
by Commonwealth departments. It is particularly noteworthy
that the Commonwealth Public Service Board courses include
over 37 person-years of EDP-audit training.

9.2.5 By contrast, the Victorian Public Service Board has
not conducted any EDP-related training courses. There have
been, however, a number of courses conducted by the Auditor-
General, the Government Computing Service, individualdepart-
ments, equipment suppliers and other organisations. The total
person-days involved was 1375 - approximately six person years.
Of these, 331 person-days were EDP-audit training of which 180
person days were conducted by the Auditor-General.
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EDP-Related Courses Conducted by the Commonwealth Public

Service Board July 1980 - June 1981'¢4<)

Computer Security, Audit and
Audit Controls.

Executive Seminars on Computer-
based Systems.

Office Technology

Advanced ADP Audit

-Internal Audit of ADP Systems
Systems-~based Audit Seminar
Advanced On-line Audit

Audit and ADP Systems

Computer~based Systems for
Divisional Managers

Effective Computer Operations
Infocom Seminar

Information Engineering Overview

New Approaches and Techniques
for System Auditability

Office Technology for Management
and Administration

Project Leadership

Structured Analysis and System
Specification Workshop

Structured Programming Workshop

ADP and Internal Audit
Structured Design Workshop

Number Number of Total
Officers Training

Courses Attending Days.
68 1.5
125 10
l6 .5
6 6

255 390
123 25
43 5

70 1

18 2

24 2

21 5

46 1

24 2

49 3

15 5

23 5

16 5
100 40

2 5
1044 514
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Average duration/course = 8.86 days

Total officer-days of

training = 9252
or approximately 42-man years of EDP-related
training.
9.2.6 In May 1981 the New South Wales Government offered

free full-time training courses at both introductory and
advanced levels with subsidised wages (by the Commonwealth)
of up to 90% during training. This was offered to help
overcome the shortage of programmers throughout the industry.
Three thousand applications were received and fifty persons
were selected for training.

9.2.7 The State Government Computer Centre of Queensland
has several full-time lecturers, supplemented by video-
aided instructor courses. During 1979/80, some sixty
"officers went through systems analysis courses.

The South Australian Government Computer Center has
assumed the role of co-ordinating an education programme on
all computer-related subjects. This requires the full-time
commitment of one training officer.

9.3 TEMPORARY USE OF ACADEMIC STAFF ON LEAVE

9.3.1 It was suggested by Caulfield Institute of
Technology(12) that there are benefits to be gained by
encouraging academic staff to spend periods of staff
development leave working with public sector organizations.

9.3.2 The Committee supports this idea and believes that
such arrangements should be put into effect for the Victorian
Public Service by the Public Service Board. Not only could
this help to alleviate the shortage of EDP staff in the
Victorian Public Service, but it should also provide a use-
ful exchange of ideas and experience between colleges,
universities and the service.

Similarly temporary staff exchange with private
sector firms should be explored.

Such temporary engagement might be effected under
section 40 of the Public Service Act 1974.
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Recommendations

9.3.3 The Committee recommends that

(1) The Public Service Board should devise
procedures to facilitate the temporary
hiring by departments of academic staff
during the latter's staff development
leave.

(2) The Board should devise arrangements for
the temporary exchange of EDP personnel
with private firms.

9.4 EDP POLICY COMMITTEE ON REVIEW OF STAFFING NEEDS

9.4.1 The EDP Policy Committee's strategy document(4)
"recognizes that the following areas will need to be addressed
by a management review:-

(a) requirements in terms of numbers and
capabilities of staff;

(b) training schemes for EDP staff;

(c) appropriate standard organizational
and classification structures to provide
professional career development in the
EDP area; and

(d) attractive working conditions in terms of
work interest, access to development
facilities, state of the art technology,
comprehensive standards and remuneration.

9.4.2 The Committee understands that following an inter-
view with the EDP Policy Committee such a review has
commenced.

The Committee has the following comments on the
areas to be covered by the review.

(a) Required Numbers and Capabilities of Staff

9.4.3 Forward estimates of the required numbers and
capabilities of EDP staff are necessary to enable the
appropriate facilities for recruiting and training to be
planned and provided in a timely fashion. :
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9.4.4 Forward estimates of requirements should be compared
by the Public Service Board with expected numbers that can

be trained or recruited to determine whether there is likely
to be a short-fall. The magnitude of expected short-fall
should be advised to departments so that they may take this
into account in revising departmental plans. The expected
short-fall should also be used by the Board in designing,
providing, and co-ordinating service training programmes.

The primary source of forward estimates of staff require-
ments will be departmental five-year rolling plans.

(b) Training

9.4.5 Given the current number of EDP staff in depart-
ments (approx. 520), the shortage of EDP skills in the
service, and the aspirations of departments for system
development, it is clear that a much greater emphasis
must be placed on training entry-level personnel. The
‘current level of six E-class trainees in the Government
Computing Service is totally inadequate. Urgent steps
are necessary to increase the number.

(c) Classification and Career Development

9.4.6 A review of this area is urgently required. EDP
professional categories must be recognized as such and
treated separately from administrative classification.

(d) Attractive Working Conditions

9.4.7 Urgent review is needed. A key factor is the
provision of interesting work. Staff need to feel that
they are part of a modern successful system which is
regarded as important by top management.

9.4.8 It has been put to the Committee by some depart-
ments that "new equipment" is required to attract the right

class of employee.

Health Computing Services(3) has said that a
step towards reducing staff turnover is "to improve the

ievel of technology employed...".

9.4.9 The Committee notes that in the present job market
it may be difficult to retain top quality staff to work on
obsolescent equipment, and in the extreme of totally
obsolete systems, it may be close to impossible.
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It may therefore be reasonable to take this factor into
account in preparing a justification for replacement of
an old system. Alternatively consideration could be
given to transferring such staff to work situations which
better use their skills.

However, with regard to hiring new staff, one might
expect that operating and maintaining old equipment which
is performing in a stable production environment does not
require the same level and type of skills as developing
systems on new technology. Thus, obsolesence of a system
may not be a major factor preventing hiring suitably
qualified staff. If highly skilled staff are really
needed, then the challenges which will keep them interested
are likely to be present.

Career Opportunities

1 9.4.10 A frequent reason given for high EDP staff turn-
over in the service is lack of adequate career opportunities.
Efforts should be made by the Public Service Board to

improve career planning for individuals. Attention should
be given to rotational assignments, temporary secondment
etc., as a means of providing variety of work experience.

9.5 MANPOWER PLANNING

9.5.1 The discussion paper(l) referred to the problem of
delays which frequently occur in selecting a candidate

for an EDP position and making a job offer. Cases were cited
by departments where this process took over three months. On
a number of occasions persons whom departments wanted to

hire had already taken other jobs when contacted for

further interview by the Public Service Board or when approwml
to hire was received.

9.5.2 The Committee notes that the Public Service Board
intends to "examine the matter of selection... and recruit-
ment delays in order to examine the recruitment and selec-
tion procedures commented on in the discussion paper"
(Ref.2, p3).

- 9.5.3 In view of the shortage which exists for qualified
EDP staff in both the public and private sectors, the
mobility of EDP personnel, and the compensation handicap
under which the service is already operating, delays of
months in selecting a candidate and making an offer are
unacceptable and reflect a serious breakdown in the
recruitment administration of the service.
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9.5.4 One of the benefits of the proposed consolidation of
departments' plans - perhaps the major one - is that it will
allow a considerable amount of training and recruiting to

take place in advance of times when people are needed on the
job. If people are not available when they are required, pro-
ject delays occur with consequent losses through the deferment

of benefits.

9.5.5 The accompanying diagram is a simplified illustration
of the proposed manpower planning process which is :-

(1)

(2)

(3)

(4)

(5)

(6)

Departments periodically assess their needs
for information system development and
operation.

This process leads to the formulation of
periodically adjusted five-year rolling
plans, a component of which is the require-
ment for staff resources.

Consolidated staff requirements are cal-
culated by the Public Service Board from
departmental plans and are compared with
current estimates of available staff.

The expected shortfall is used to develop
service recruiting and training programmes
aimed at reducing the shortfall. Ideally,
plans should be such that, if implemented,
the expected shortfall would be reduced to
zero. However the present short supply
position is likely to continue for at
least several years.

Recruitment programmes are accessible to
universities, colleges, and other training
institutions. This means that courses can be
designed with the knowledge of the approximate
numbers and types of new graduates and diploma
holders which the service plans to hire.

Recruiting and training action result in a
balanced flow of qualified personnel into
budgeted positions in a timely manner.
Recruiting draws upon fresh graduates and
diploma holders, experienced outside
personnel, and internal transfers.

9.5.6 The Committee believes that consideration should be
given to providing specific grants to tertiary educational
institutions for EDP training.
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Recommendation

9.5.7 The Committee recommends that the Public Service
Board should institute a continuous manpower planning,
recruiting and training programme similar to that proposed
above to increase the number of qualified EDP personnel
available to the public service and reduce delays in filling
vacancies.

9.6 EDP SALARIES AND CLASSIFICATIONS

9.6.1 At present there is no specific EDP definition of
gradings in Victoria. They are linked into the admin-
istrative classification structure.

9.6.2 The EDP Policy Committee(s) advised that:

the Industrial Relations Division of the Public Service
Board is undertaking an investigation into the
comparative remunerations of EDP officers in the
Victorian and Commonwealth public services. Information
on specific positions, duties and classifications is
being researched and provided by Computing and Systems
Division (of the Public Service Board).

9.6.3 The Committee notes that the Board's category review
will examine the Commonwealth standards and clarify them in
the Victorian Public Service. It will also address any
anomalies that may be identified in the process and -
facilitate a strengthening of the career structure currently
available for EDP staff in the public service.

9.6.4 As the Public Service Board has pointed out, the
main competition for EDP staff comes from the private
sector, not from the Commonwealth or from statutory
authorities. While it will be useful no doubt to examine
Commonwealth categories and salaries, most attention
should be given to compensation in the private sector

in formulating appropriate changes for the Victorian
Public Service.

9.6.5 The Committee notes that the Public Service Board
" now favours adjustment of salary scales within the public
service to market value where corresponding positions
exist outside the service. The Committee supports this
approach, which should avoid some of the anomalies that
have occurred under work-value determination.
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For example the Committee has been informed by the Education
Department that the status and salary of an EDP manager
whose department has a computer is higher than that of

ones which do not, other things being equal. This provides
an incentive for an EDP manager to acquire a computer for
his department quite apart from its possible benefits to

the department concerned.

9.7 NO SPECIAL ALLOWANCE FOR EDP PERSONNEL

9.7.1 The Department of Agriculture is losing economists
from its staff. The Assistant Director-General of the
Department said that he would like to pay a bonus or special
allowance to economists to make their total remuneration
sufficiently attractive for them to remain in the
Department. It was felt that this was preferable to
permanent salary increases because:

In five years time we will have economists running
out of our ears. If they were put on high salaries
they would still have them in five years' time and
everyone in the organization would be jealous of them.
That situation is apparent in the veterinary group
which also receives high salaries.(2)

9.7.2 It was suggested that a special allowance might also
be appropriate for EDP officers to allow flexibility to

vary compensation when the EDP personnel shortage eases.

The current shortage of EDP personnel throughout the whole
work-force, not only in the public service, is expected to
continue and in fact become worse for years to come.

9.7.3 The Committee considers that there are no grounds
for an "EDP allowance" in preference to adjustment of EDP
base salary scales to market levels. 1In any event, the
Committee has recommended an annual review of EDP salary
market and adjustment of public service ranges (which is
broadly consistent with present public service range
adjustment policy (13)). This will allow tracking and
periodic adjustment of EDP ranges so that if EDP

salaries change relative to the market mean or other
classifications over the next few years, adjustment can
be made.

Recommendations

9.7.4 The Committee recommends that :-
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(1) Salary ranges for EDP staff in the public
service should be comparable with those
in the private sector.

(2) The Public Service Board should survey private
sector salaries annually and adjust service
ranges accordingly. The public service
should centre its ranges close to the mid-
point of the spread of private sector
salaries for a given level of qualifications
or job functions.

(3) Separate EDP occupational classifications
should be introduced as a matter of
urgency.

9.8 CONSULTATION WITH STAFF
Recommendations
9.8.1 The Committee recommends that:-

(1) Mechanisms should be developed within
departments and statutory authorities
for early consultation with staff who may
be affected by technological developments.
Staff participation is desirable during _
preparation of strategic plans, requirements
analysis and system design.

(2) The Titles Office Modernization programme
should be monitored to assess the effects
of the consultative committee approach
which is being tried there. The experiences
gained should be the basis of guidelines to
departments and authorities on staff
consultation.
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CHAPTER 10

STANDARDS FOR EQUIPMENT,
SOFTWARE AND PROCEDURES

10.1 STANDARDS

10.1.1 The Committee recognizes that there are advan-
tages to the Government in obtaining a degree of uniformity
in the technical features of its computing equipment and
software and in the techniques by which the equipment

and software are developed and used. However great care
should be exercised when adopting standards which promote
uniformity, to ensure that such standards are technically
appropriate and do not significantly limit competition
amongst suppliers or reduce the Government's ability to
"take advantage of new technical developments. Moreover
EDP standards may become obsolete very quickly; therefore
they should be reviewed frequently and discarded, relaxed
or modified if they c¢ease to represent optimum practice.

y (4)

10.1.2 The'Future Strategy for Computing contains

several references to standardization.

The 'Policy for Future Computer Facilities'
states that:

priority will be given to departments which are
prepared to adopt the standard equipment, where
applicable.

10.1.3 The Committee considers that system development
priority should be determined by cost-effectiveness
considerations relative to other options within a department,
and not by the extent of acquiescence of a department to

a standard imposed upon it by the EDP Policy Committee.

10.1.4 The Chairman of the Public Service Board has agreed
that cost-effectiveness is the appropriate criterion

for setting priorities and has acknowledged that the present
wording of the policy is unsatisfactory.

10.1.5 The future strategy document states that standards
will be developed for:

- Project management and control;

- ©System design and development;
- Equipment/system operation.
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Elsewhere in the document it is said that:

A suitable methodology and standards will be
adopted for use in the planning, development
and control of all EDP projects.

10.1.6 The Committee comments later on the inadvisability
of attempting to use one system development methodology
for all kinds of system development. (see para. 10.3.4).

10.1.7 The EDP Policy Committee takes the view that:

It is desirable that standard mini and micro-
computer equipment and software be adopted which
will :

- allow for common software to be developed
centrally;

- facilitate application level communication between
computers;

- rationalize the need for EDP staff and facilitate
training;

- eliminate the effort involved in the tendering and
evaluation process for each individual department;

- reduce the learning curve associated with staff
movements between departments;

- provide discount advantages in the purchase of
hardware and software.

10.1.8 The strategy document(4) points out that the above
would not preclude the acquisition of equipment designed
for special purposes, e.g. dgraphics, plotting, optical
reading etc.

10.1.9 It is not clear from the strategy document whether
one type of mini-computer and micro-computer oOr several will
be adopted as standardé However the EDP Policy Committee
has subsequently said( ) that standardization would be
within a particular application area such as the Education
Department regional offices and that a different standard
computer might be required for the replacement of
accounting machines. The EDP Policy Committee has also
acknowledged the undesirability of becoming tied to one
particular supplier and has indicated that the contract with
the suppliers of the standard computers would be reviewed

every twelve months.
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10.1.10 To an increasing extent the system component that
has most effect on system efficiency and effectiveness

is the software. In many cases software should be chosen
first; the computer can then be selected which will run
that software most efficiently. This points to a possible
danger in standardizing on one or a limited number of
mini-computers; it may result in a loss of efficiency in
running the preferred software or, worse still, it may not
be possible to use the preferred software at all.

Common Software

10.1.11 The strategy document(4) proposes standard software
to be acquired or developed to run on departmental computers
for the following applications:

Financial information - debtors and revenue

- Stores inventory

- Plant and vehicles

- Assets register

~ Off-line cheque drawings

- Statistical analysis

- Financial modelling

- File registry

- Licences

- Library records

- Project control.
10.1.12 The strategy document claims that there are also
significant benefits to be gained by using standard soft-

ware utilities such as a data base management system,
transaction processing and user languages.

10.1.13 While the Committee accepts that unnecessary
duplication of programming efforts should ke eliminated,

it believes that, as with the standardization of equipment,
care must be taken to ensure that the wrong tool is not
used for the job.

Standards of Practice

10.1.14 To assist user departments, the Public Service Board
should place great emphasis on documenting and promulgating
sound management practice for the development and control of

data processing systems.
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10.1.15 The Committee sees the benefits arising from such
standards and guidelines to be:

- faster develépment of good EDP management
practices among users; and

- achievement of uniformity in such practices
to facilitate transfer of personnel and
programmes between departments.

10.1.16 Almost all areas of system planning, design,
implementation, operation and use of computers can benefit
from the promulgation of guidelines and standards. However,
the Committee believes that the Public Service Board and
the EDP Policy Committee should give priority to developing
guidelines and standards for management control and audit
of EDP systems and for project development.

©10.1.17 The Public Service Board and the EDP Policy Committee
should prepare or adopt EDP guidelines for :-

(a) studies to be performed prior to the acquis-
ition of equipment;

(b) cost-effectiveness analysis;

(c) selection of government versus private
sector resources for EDP software and
services;

(d) selecting a supplier, including proposal
and tender evaluation;

(e) privacy policy for personal records;
(f) privacy security and accuracy controls
in government systems (including auditability

of such controls);

(g) preparation of three to five-year rolling
strategic plans;

(h) procedures for the purchase of equipment,
software and services;

(1) consultation with staff;

(j) systems review and audit;
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(k) managing project development, including
selection of the appropriate development
methodology; and

(1) management consideration of EDP plans.

10.1.18 As the EDP Policy Committee is well aware, a common
way to waste money in EDP development is to try to re-
invent the wheel. The Committee has emphasised the import-
ance of developing and issuing guidelines on sound practice
to departments and authorities. Since excellent guide-
lines on a number of topics have already been prepared

by the Commonwealth Public Service Board, these should

be examined to see whether they can be used by the Victorian
Public Service, perhaps with minor modification.

10.1.19 The Committee sees no reason why the guidelines
‘produced by the Commonwealth Public Service Board on :

- Management Consideration of ADP Strategic
Plans; and

- Internal Controls for Computer-based
Systems;

could not be adopted virtually as they stand, or only
slightly modified, at least as interim guidelines.

The Commonwealth guidelines on :

- Production of ADP Strategic Plans; and
- Cost-effectiveness Analysis of ADP Systems;

could also provide a point of departure in developing
Victorian guidelines. The Committee understands that the
Computer and Systems Division of the Public Service Board
is in fact using the Commonwealth guidelines for the
Production of ADP Strategic Plans in developing appropriate
ones for Victoria.

In addition to the above procedural guidelines,
the Committee has also seen two manuals produced by the
Commonwealth Public Service Board on :

- Security in the ADP Environment; and

- Risk Management in Automatic Data
Processing.
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These should be brought to the attention of all
departments and statutory bodies as representing sound
practice.

10.2 STANDARD MINI- AND MICRO-COMPUTERS FOR PUBLIC
SERVICE

10.2.1 Different mini-computers and medium scale computers
have different software sets available for them which tend
to make particular types and brands more suitable in one
area of application than in others. There is not one mini-
computer which is best for everything. Therefore, the cost
of having to acquire something other than the most suitable
computer for the task at hand should be weighed against the
claimed benefits of uniformity. For example, one brand

of mini-computer is very suitable where highly reliable
transaction processing is required, as in hospital patient
‘administration; another brand of computer and operating
system is very suitable where text handling and editing

are envisaged; a range of computers from a third supplier
is most suitable where high speed scientific calculations
need to be done.

10.2.2 One of the benefits claimed for standard equipment
is to allow common software to be developed centrally.
Common application software to run in different departments
does not necessarily require that those departments have
the same brand of computer. There might well be a case in
certain circumstances for a department to suffer some
additional cost in adapting a service-standard application
package to a different mini-computer from the Victorian
Public Service standard in order to allow the department

to use the same computer as a corresponding instrumen-
tality in another State. Thus, for example, the State
Rivers and Water Supply Commission might wish to use a make
of mini- or micro-computer running software developed by its
counterpart in another State for reservoir storage
modelling.

10.2.3 To a large extent the early stages of developing a
particular system can be made hardware-independent. Thus,
significant cost savings could come from developing a system
design which is uniform in all departments but not
necessarily implemented on the same computer. Every

effort should be made in designing common applications for
use by various departments to advance the design as far as
possible in a machine-independent manner.
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The major part of the coding may then follow using a standard
high level language which is common to a wide range of
machines, then finally the machine-dependent parts of the
systems, such as data file management, could be implemented.

10.2.4 The above design philosophy could allow the basic
machine-independent design to be implemented on mini-
computers other than the service's preferred standard at
moderate cost. The advantage of this approach is that it
does not commit the service to a particular make of mini-
computer yet still allows the elimination of a 51gn1f1cant
amount of duplication of effort.

10.2.5 A benefit claimed for common mini- and micro-
computers is that they will facilitate communication 1links
between computers. In many cases there will not be any

" need for communication between computers. Ease of commun-
dication will only be an advantage when it is desired to
link computers. The department doing the acquisition can,
if that need exists, take it into account when selecting

a suitable computer.

10.2.6 A third advantage claimed for uniformity is to
rationalize the need for EDP staff and facilitate training.
This is indeed an advantage but is not without cost. People
who are trained on the use of only one make of mini- or
micro-computer may not have the problem-solving skills of
those more broadly trained persons who have seen how

things are done on a variety of systems. As with the other
points discussed, there are advantages in diversity as well
as in uniformity.

10.2.7 A fourth advantage claimed is that uniformity will
eliminate the effort involved in the tendering process for
each individual department. There are alternative ways

to reduce tendering effort (e.g. by simplifying the tender-
ing process, issuing guidelines on contract negotiations,
centralizing purchasing, having period contracts with
several suppliers etc.)

10.2.8 A fifth reason put forward is to reduce the learning
curve associated with staff movement between departments.
This is a valid reason but the comments above about diversity
of skills applies.

10.2.9 A sixth advantage claimed is to provide discount
advantages from the purchase of hardware and software.
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Bulk Discounts

10.2.10 The EDP Policy Committee considers that the Goverh-
ment might obtain between 10% and 15% discount through "bulk
purchase" of mini~- and micro-computers. This rate of
discount, if achieved, could represent savings to the
Government over the next four years of between $400 000 and
$600 000 on the expected level of purchase of mini- and
micro-computers.

While this is a worthwhile saving, it should be
recognized that discounting of systems is widespread in the
computer marketplace and that 15% off retail price is
commonly available in a competitive situation for purchase
of a single computer. Discounts of 30% off 1list price are
common on multiple systems, while for a guaranteed minimum
purchase of forty systems a year for five years, a discount

of 60% off list price is possible.

10.2.11 The targeted saving of 10% to 15% should therefore
be the reduction relative to the price of single systems,
which are already discounted, rather than to list price.

10.2.12 The highly competitive marketplace which results in
significant discounting is highly beneficial to the
Government and private purchasers. The Government's
purchasing policy should do nothing to inhibit vigorous
competition.

10.2.13 The apparent savings from bulk purchase could soon
disappear if they lead to one supplier capturing the market
and eliminating threats to competitors. Moreover, unless
the contract ties the supplier down tightly, he may find
ways to recoup any discount with later profits, for example
in the:

- price of add-on equipment not specified in
the fixed price of the contract;

- price of software items not specified in the
contract;

-~ price of services not specified.
While it is important to save costs in computer
system purchase, this should be balanced against any impact

on the effecient and effective use of the equipment and
software.

108



‘{55

Preparation of Specifications

10.2.14 The Committee notes that specifications are being
prepared for the supply of standard ranges of mini- and
micro-computers and software. Departments which have require-
ments should comment on the specification before they are
made firm.

Word Processing

10.2.15 The strategy document refers to the possibility of
standardizing word processing/office automation equipment.
It is expected that within a few years the use of integrated
document preparation, storage, and transmission systems will
be widespread in government. Letters and reports will be
prepared at terminals, filed on electronic media and
transmitted to other terminals. Considering the rapid growth
of word processing in departments, a situation could be
reached where individual departments purchase incompatible
stand-alone word processing equipment which will be
impossible to integrate into automated office networks
within departments. The office automation field is under-
going rapid development and leading towards the integration
of data processing and document management functions on an
organization-wide basis. There are as yet no industry
standards and equipment purchased by the public service
could become obsolete quickly.

10.2.16 The above factors make it desirable that the Public
Service Board and the EDP Policy Committee closely examine
trends and likely developments in the office automation
sphere to ensure that the Victorian Public Service does not
waste money on equipment that will prevent the development
in the future of integrated office systems. However, in
many cases, the pay-off for word processing equipment is
rapid and in such cases it may be inappropriate to allow
plans for future integration to prevent taking advantage

of immediate cost savings. A combination is desirable,

of early installation of current technology where the
pay-off can be achieved within two or three years, plus
plans for the ultimate integration of office functions,
perhaps from 1985 onwards.

Standard Data Base Management

10.2.17 The major disadvantage of standardizing on one data
base management system is that none of those at present
available is ideal in all applications. It would be quite
possible for a department to lose far more from use of an
inappropriate data base management system than any benefits
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from standardization. It is suggested in the strategy
report that significant benefits might be derived from
standardizing on one transaction processing system. This
is also questionable.

Staying With One Supplier

10.2.18 The EDP Policy Committee has said that "staying with
the one reputable supplier will ensure that we will fully
benefit from improvements in technology". The Committee
considers that this viewpoint is not supported by

experience. There is no guarantee that any supplier,

however reputable, will stay in the forefront or even main-
tain a rapid rate of technological development.

Recommendations

.10.2.19 The Committee recommends that :-

(1) Preferred types of mini-computer and micro-
computer should be selected by tender for use
within application areas and groups of
applications in which the requirements are
uniform.

(2) Where a department wishes to depart from
the preferred make and type of mini-computer
or micro-computer, and its proposal appears
cost-effective, it should not be penalised
in priority or approval of funds for its
departure from the preferred make or type
of computer.

(3) Contracts for preferred makes of mini-
computer and micro-computer should be
reviewed and renegotiated at intervals
of not more than two years to allow advantage
to be taken of changes in prices between
suppliers and technological development.

(4) Emphasis on standardization should be on the
adoption of uniform procedures and systems
where appropriate rather than on hardware
and software.
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(5) Departments should be encouraged but not
forced to use centrally-produced standards.

(6) The Auditor-General should report on
departments which have not used standards
where it would have been appropriate to
do so, or which have used inappropriate stand-
ards.

(7) Departments should either develop compre-
hensive standards of their own or use those
developed by the Public Service Board and
the Government Computing Service.

10.3 STANDARD SYSTEM DEVELOPMENT METHODOLOGY

10.3.1 The Committee notes in the EDP Policy Committee's
" '"Policy for Future Computer Facilities'(4) that:

a suitable methodology and standards will be
adopted for use in the planning development and
control of all EDP projects.

10.3.2 The Committee supports the adoption by the Victorian
Public Service of suitable packaged system development
methodologies. It should be possible to purchase packages

of proven effectiveness at lower cost than that of develop- -
ing them within the service. An appropriate standard
methodology should help to involve the appropriate levels

of departmental management in the control of project
progress. The design aids incorporated in some available
packages could be expected to improve programmer productivity
significantly.

10.3.3 It should be kept in mind that the inappropriate
application of "cookbook" methods can be disastrous. The
Committee understands that none of the available packages
handles all phases and all types of system development
equally well. Some are more appropriate to batch application
development, and others to data base design and implemen-
tation. Most are oriented towards the development of
applications rather than of system software.

10.3.4 Therefore the Committee cautions against the adoption
of a single standard development methodology to cover all
phases of development from information analysis to imple-
mentation and all types of system from batch applications
through on-line data management to the development of

system software.
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Moreover, system development packages are not
substitutes for understanding the basic principles of
project management, interaction with users, or software
engineering.

Recommendations

10.3.5 The Committee recommends that :-

(1) The Victorian Public Service should increase
the use of formal systems development,
automated design and project management
techniques, particularly in the area of
management review and control.

(2) The Public Service Board should evaluate
available proprietary system development
methodologies and develop standards and
guidelines for use of such packages in
appropriate circumstances.
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CHAPTER 11

MANAGEMENT CONTROLS OF EDP ACTIVITIES

11.1 THE NEED FOR INTERNAL CONTROLS

11.1.1 The need for internal controls of computer-based
systems is well recognized. It is also widely accepted

now that, in many cases, if programmed controls are to be
employed, they must be built into the system during
development. For example, it may simply be too costly to
attempt to build file access controls onto the system after
the bulk of programming has been completed.

11.1.2 Despite acceptance of the importance of controls,
the discussion paper reported many deficiencies in manage-
"ment of EDP in departments and authorities. These
included the following:

With one or two major exceptions standards for
development, documentation and maintenance of
applications are generally poor and loosely
enforced.

With two exceptions, no standard methodology for
project control was in use. There were some examples
of poor project management resulting from lack of
methodology. In some cases there was a distinct

lack of perceived need for project management.

Procedures for data integrity/consistency were
generally inadequate.

There was generally little evidence of the practice
of unannounced audit checks although the need is
recognised.

Internal auditors were perceived as being
uninterested in computer-based systems.

11.1.3 Although management representatives from many
~departments have assured the Committee that they are quite
capable of managing their own EDP systems, the overall
impression gained by the Committee is that management
controls within many departments, perhaps most, require
considerable strengthening if the public service is not tc
be faced with a procession of costly delays, errors and
breaches of security, integrity and privacy.
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Obviously, the deficiencies cannot be corrected
overnight.
is required, as well as specialized training for EDP
systems personnel in designing controls into systems.

A continuing process of management education

Recommendations

11.1.4

11.2

11.2.1
through
ing are

The Committee recommends that :-

(1)

(2)

Guidelines should be issued for internal
controls in computer-based systems
covering:-

- Acquisition

- Management and organization

- Physical security

- System development

- System operation

- Processing

~ Data integrity, security and privacy
- Communications

- External service bureaux.

To avoid unnecessary duplication of effort,
the Commonwealth Public Service Guidelines on
Internal Controls for Computer-Based Systems should
be considered for adoption by the Victorian
Public Service. If they are regarded as un-
suitable for permanent adoption, they should
at least be used as interim guidelines in
Victoria.

REVIEWS AND AUDITS

Reviews and audits are required at various points
system development and implementation. The follow-
the more important ones:-

(a)

(b)

review of quality of analysis, design,
system building, programming and testing;

review of performance of the system following
implementation, relative to design objectives;
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(c)

audit of the effectiveness of system controls
on security, accuracy and privacy;

(d) audit of the controls of the development and
acquisition processes;

(e) review of effectiveness and efficiency of the
system in meeting functional objectives and
targeted cost savings; and

(f) audit of compliance by the department or
authority with policies and guidelines.

Recommendations

11.2.2 The Committee recommends that :-

(1)

(2)

(3)

(4)

Effectiveness reviews of the achievement of
functional objectives should include an exam-
ination of the extent to which the planned
benefits to the community have been achieved.

It should be mandatory for departments and
authorities to carry out all the above audits
and reviews internally. Management may use
internal audit resources or EDP systems

staff or external consultants (from the
Government Computing Service or the private
sector) as appropriate. The guiding rule

is that the review should be carried out by
fully qualified personnel other than those
who did the work which is being reviewed.

The primary responsibility for external

audit lies with the Auditor-General who should

develop the resources necessary to conduct
audits of all or any of the above kind in
departments and statutory authorities.

The Auditor-General should use the
consolidated strategic plans of departments
and authorities to determine his staffing
and training requirements. Resources should
be sufficient to allow each authority and
department to be audited by the Auditor-
General with an average frequency of once
every two to three years.
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11.3 EDP AUDIT

11.3.1 The Committee has formed the view that EDP audit
capability in the Victorian Public Service is almost non-
existent. The situation now is bad but is likely to become
worse over the next few years because the demand for EDP
audit skills will grow more rapidly than such skills can
be acquired by the service, either by recruitment or
training. The Committee thinks this is true even if a
vigorous programme for both recruitment and training

is instituted immediately.

11.3.2 Despite critical comment by the Auditor-General

in his reports to Parliament over a number of years, effective
general internal audit still does not exist in a number of
larger Government departments and organizations.

11.3.3 Although the Auditor-General has devoted consider-
able effort to giving some EDP knowledge to a number of
general audit officers, he has only three specialist

EDP auditors and one in training(zy.

11.3.4 A rapid increase is expected over the next few
years in the number of systems in the Victorian Public
Service. These will be largely decentralized; some will
be linked in networks; many will be on-line rather than
batch systems; and they will make increasing use of data
base management techniques. In both public and private
sectors, the resources for the audit of today's systems are
totally inadequate, let alone the increased number of more
complex systems which will be seen in the near future.

In spite of this the Victorian Public Service has no
programme for recruiting and training EDP specialist auditors.

11.3.5 The Committee can see no prospect at all of obtain-
ing the required skills levels of EDP audit in all the
departments that need them. Most department heads believe
they are well able to manage their own computer systems;
however the absence of EDP audit capability in the service
suggests that the quality of management of EDP development
and operation will be less than satisfactory for some

time to come.

116



763

Recommendations

11.3.6 The Committee recommends that:-

(1)

(2)

(3)

(4)

(5)

(6)

The Public Service Board should forthwith
estimate the service's requirements for
internal EDP audit capability (both general
and specialist) = based on present and
expected systems installed, and should
institute a vigorous training and recruit-
ment programme to meet the requirements as
far as possible,.

Consideration should be given to forming a
pool of internal EDP audit consultants,
preferably within the Government Computing
Service, who can be used by departments

to supplement their internal audit teams.

The problem of salary disparity be confronted
squarely. Adjustment in pay scales should

be implemented to make those of EDP audit
specialists competitive with salaries paid
for the same EDP skills outside the audit
field.

The Public Service Board should give
consideration to the career paths for EDP
audit specialists.

The use of outside consulting firms experienced
in EDP audit should be considered as a means

of supplementing the skills available within
the service.

Consideration should be given by departments
and the Auditor=-General to forming audit
teams consisting of auditors with basic EDP
training and systems analysts and
programmers.

Committee Room,
23 November 1981
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APPENDIX "A"

LIST Of SUBMISSIONS

Public Sector

Agriculture, Department of
Auditor-General
Austin Hospital

Building Industry Long Service Leave Board

Caulfield Institute of Technology, School of
Computing and Information Systems

Community Welfare Services, Department of

Conservation, Ministry for

Country Roads Board

Crown Lands and Survey, Department of

Economic Development, Ministry for

Education Department

Education Department - Technical Schools Division
EDP Policy Committee

Gas and Fuel Corporation of Victoria
Government Computing Service

Health Commission and Health Computing Services
(combined submission)

Labour and Industry, Department of

Melbourne and Metropolitan Board of Works
Melbourne and Metropolitan Tramways Board
Minerals and Energy, Department of

Public Works Department
Rural Finance Commission

State Bank

State Electricity Commission

State Emergency Service

State Insurance Office o
State Rivers and Water Supply Commission
State Superannuation Board
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Totalizator Agency Board
Transport Regulation Board

Victorian Egg Marketing Board
Victorian Hospitals' Association Limited

Youth, Sport and Recreation, Department of

Private Sector

Association of Australian High Technology Industries
Australian Software Houses Association

Burroughs Limited
Computer Sciences of Australia Pty. Ltd.

D.P. (Data Processing) Services
Data General Australia Pty. Ltd.

- IBM Australia Limited
International Computers (Australia) Pty. Limited (ICL)

NCR Australia Pty. Ltd.

SureData Pty. Ltd.
System Support Group (Aust.) Pty. Ltd.

Victorian Public Service Association

Wadham, Ian & Associates
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APPENDIX "B"

LIST OF WITNESSES

EDP Policy Committee

Dr. R.B. Cullen, Chairman

Mr. K.D. Green, O0.B.E., E.D., Member of Committee
Mr. I.G. Baker, Member of Committee

Mr. G.W. Rogan, Member of Committee

Mr. H. Brzezinski, Executive Officer
Mr. I. Aufflick, Senior Consultant, Computing and
Systems Division

Government Computing Service

Mr. N.E. Wadeson, Director
Mr. L. Brewer, Deputy Director (Facilities)
Mr. D. Meckiff, Deputy Director (Applications)

Auditor-General's Office

Mr. B.J. Waldron, Auditor-General
Mr. N.R. McAlister, Auditor

Gas and Fuel Corporation of Victoria

Mr. A.H. Gayleard, Administration Manager
Mr. M.S. Foster, Superintendent, Systems Development,
Systems and Data Processing Department

State Electricity Commission of Victoria

Mr. R.E. Hurley, Assistant General Manager,
Administration
Mr. B. Ackland, Manager, Computer Services

Melbourne and Metropolitan Board of Works

Mr. O.T. Cosgriff, Secretary
Mr. H.G. Ford, Deputy-Secretary (elect) and Manager,
Management Services Division
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Department of Agriculture

Mr. R.H. Taylor, Assistant Director-General
Mr. R. Jardine, Principal Investigations Officer and

Biometrician
Mr. B. Williams, Director of Administrative Services

Public Works Department

Mr. D.J. Little, Director-General
Mr. B. Walsh, EDP Manager
Mr. L. Slavin, Acting Director of WREN Project

State Rivers and Water Supply Commission

Mr. R.G. Welsh, Director, Financial Management

Mr. W.A. Clarke, Manager, Systems and EDP

Mr. P. Weatherhead, Senior Executive Engineer,
Computer Services

Department of Minerals and Energy

Dr. D. Spencer-Jones, Deputy Secretary

Mr. G. Willingham, Director of Administration

Mr. R. Fitt, Assistant Director of Administration

Mr. S. Mack, Officer-in-Charge, Data Processing
Division

Mr. R. Blake, Acting Senior Petroleum Geologist

Mr. T. Younger, Senior Engineer

Victorian Public Service Association

Mr. S. Lamande, Senior Industrial Officer
Mr. G. Roseby, Chairman, General Council Policy
Committee ‘

Building Industry Long Service Leave Board

Mr. H. Glenk, Secretary
Mr. W. Roberts, Data Processing Manager

Land Tax Office

Mr. G.J. Sebo, Commissioner of Land Tax
Mr. J.F. Clark, Deputy Commissioner of Land Tax

Mr. D. Gung, EDP Manager
Mr. H.J. Hopkins, First Assistant Director of

Finance, State Treasury
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Health Computing Service

Mr. J.C. Habersberger, Chairman, Board of Management
Mr. G. Baker, General Manager
Mr. C.P. Faraday, Acting Manager, Systems Development

Mr. K.J. Hodson, Secretary and Financial Controller
Mr. J.R. Swain, Manager, Medical Systems

Mr. V.G. Miller, Operations Manager

Dr. R.B. Scotton, Member, Board of Management

Education Department

Mr. B.J. Joy, Assistant Director-General (Finance)
Mr. F. McCrohan, Manager, Computer Services
Mr. A. Ralston, Data Base Administration

Department of Community Welfare Services

Mr. H. McPhee, Director of Administrative Services
Mr. D. Leihy, Assistant Director of Administrative
Services

State Treasury

Mr. I.G. Baker, Director of Finance

Mr. H.J. Hopkins, First Assistant Director of
Finance

Mr. R.A. Livingston, Assistant Director of Finance
(Accounting) '

Mr. R. Newman, EDP Liaison Officer

Public Service Board

Dr. R.B. Cullen, Chairman

Mr. H. Brzezinski, Director, Computing and Systems
Division

Mr. M. Keppel, Director of Operations

Dr. C.J. Bellamy, Director, Computer Centre,
Monash University.
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APPENDIX C

CURRENT GOVERNMENT PREFERENCE POLICY

There is presently four levels for which a State purchas-
ing preference policy applies. The general policy is
summarised below,

- Preference for Australian produced goods against
overseas goods.

The policy is to give priority to Australian
goods all else being equal.

- Preference for Victorian produced goods against
the rest of Australia.

The policy is to give a 10 percent preference
to Victorian (and that portion of Albury-Wodonga
in N.S.W.) goods.

- Preference for decentralised industries.

The policy is to give an additional 5 percent
preference to approved decentralised industries.

- Preferencé to preferred industries.
This area is new and for computer equipment is
covered by the Premier's circular 81/16 which

is reproduced below.

COMPUTER EQUIPMENT - USE OF LOCALLY MANUFACTURED ITEMS

The Government is committed, through its New Directions
policy, to the active encouragement of the computer
industry and associated high technology developments in
Victoria.

This field of industrial activity is already well developed

in this State, particularly in the area of computer
software, computer servicing and information systems.

There is also a vigorous new development in the manufacture

and assembly of small computers.
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Victoria is well placed to sustain a large and expanding
computer industry, with capacity to serve local markets
and to export to countries in the South Pacific region
and to East Asia, including China.

We must demonstrate our determination to assist this
important industry to the maximum extent possible.

Some of the advantages of a locally based industry
are:-

(1) Ease of consultation about the user requirements
and about specifications and tenders for equipment.

(2) ©Ease of access to servicing, with locally based
facilities.

(3) Lower cost (in many cases).

(4) Ability to acqguire locally produced equipment of
adequate standard rather than having to accept
overseas equipment of unnecessarily high standard.

Preference is therefore to be given to locally (Victorian)
produced computer facilities - hardware and software.

A cost differential of up to 5% to be accepted in
implementing this policy with respect to software.
Existing preferences will continue to be applied with
regard to hardware.

In order to ensure the maximum application of this policy,
you are asked to have departments consider the full
context within which the proposed computer equipment item
is to be utilised. 1In this way, consideration of locally
manufactured equipment will not simply be restricted to
its substitution for imported equipment.

This policy is to apply to purchases by all Government
agencies forthwith.

Please convey the Government's direction to all agencies
within your administration for appropriate action.
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APPENDIX "D"

Recommendations of Ministry for Economic Development for
Support of Local Computer Industry.

2.0 SUMMARY RECOMMENDATIONS

These recommendations are seen as both adding to and
expanding upon the recommendations presented in the
Discussion Paper on the Current and Future use of EDP
facilities and techniques in the Victorian Public
Sector.

The Ministry considers that there is little direct
cost in these additional recommendations and that
the benefits both to the State and Public Sector
productively could be very large.

Subsequent sections of this submission will provide
background and support for the recommendations.

Above all else what is needed is a change in attitude
and approach. There is considerable evidence that
current EDP planning attitudes are directly favouring
the larger overseas suppliers. There is often an
economical local alternative which is just not consid-
ered or there could often be a local alternative if
either the approach to a particular application was
changed (e.g. distributed mini-computer systems
rather than large centralised facility) or sufficient
lead time and commitment was given to the local
industry.

These attitudes cannot be easily changed. But they
must be! The dual objectives of public sector EDP
provision should be

. to provide an economic, efficient and effective
service, and

. to support the development of a local computer
industry.

2.1 RECOMMENDATIONS - PLANNING

1 Formal EDP planning procedures should be introduced
to all public service departments, statutory
authorities and local authorities.
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Suitable guidelines should be published with some
backing authority that recognises the dual

objectives of public sector EDP provision, i.e.

. to provide an economic, efficient and effective
sexrvice, and

. to support the development of a local computer
industry.

Suitable guidelines and background information
should be developed and widely distributed, in
conjunction with the planning guidelines, giving
details of

. Jlocal hardware manufacturers, software support
and other support services.

. Government policy on local preference and
incentives.

2.2 RECOMMENDATION - LOCAL INDUSTRY CO-OPERATION

4

Departments and statutory authorities should be
encouraged to budget funds to support local industry
consultation on appropriate methods in which local
expertise can be economically used and supported.

2.3 RECOMMENDATIONS - RESOURCE ACQUISITION IN GENERAL

5

Existing preference guidelines should be vigorously
enforced while gradually seeking bilateral agree-
ments with all States to eliminate them.

Five-year rolling plans on proposed hardware and
software developments be used and made available
to local industry so that they may perceive future
demands.

Consideration be given to departments, statutory
authorities and local authorities nominating a
minimum proportion of their purchases which will be
sought from local industry.

The purchase of locally produced software packages,
in lieu of either overseas produced packages or
internal development should be encouraged in the

context of overall plans.
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11

There should be complete unbundling of EDP pur-
chases, where there are alternative local suppliers
for any part of a complete purchase plan.

The use of local industry brokers who develop a
complete EDP purchase package should be encouraged
as a mechanism for supporting local industry and
preserving the advantages of dealing with a single
supplier source.

Existing acquisition procedures and equipment
specification should be re-examined so as to
eliminate any bias or constraints against local
suppliers. (e.g. specifications for technical
capabilities not needed, or unreasonable levels of
confidence in performance, customer support or past
experience) . Contract procedures should recognize
the impact which delayed or spread payment can have
upon small firms with limited cash reserves.
Writing specifications for tenders based on a

‘particular supplier's specifications should be

eliminated.

2.4 RECOMMENDATIONS - RESOURCE ACQUISITION IN SPECIFIC

AREAS

12

It is recognised that not all areas of the EDP can
be now or possibly ever provided by local industry.
There are however a number of areas which it is
felt both now and in the future could be economic-
ally and efficiently supplied by the local industry.
In addition there are some data processing
approaches which are better suited to the local
industries capabilities than other possible
approaches.

It is thus recommended that the selection of
specific areas of EDP purchases for extra-ordinary
support should be examined. In particular it 1is
recommended that the following areas be considered
as feasible and economic for strong support.

. educational systems, in particular school micro-
processors and associated software ‘

. word processing equipment and software

. distributed data processing communications
software and hardware

. user terminals with multiple protocols and modem
capabilities

. common users package development.
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13 It is also recommended that data processing
approaches which for example

. encourage the development of mini- and micro-
computer distributed data processing networks
and which

. encourage advantage to be taken of the signifi-
cant data sources available within the Public
Sector

woglq best support local industry and add to its
ability to compete with other suppliers.

2.5 RECOMMENDATION - ACCOUNTABILITY AND RESPONSIBILITY

The constraints on finance and staff as laid down by
Treasury and the Public Service Board can often be
such that the early adaption or development of high
benefit applications is stopped.

It should be against total community benefits that the
costs of an application should be judged. To limit
the consideration of benefits to the Public Sector
tends to promote applications which are purely job
replacement applications.

14 It is recommended that the criteria used to judge
the merit of a particular application be widened to
more fully include the benefits generated for the
Victorian community and industry.

2.6 RECOMMENDATION - PAST IMPLEMENTATION REVIEWS

15 Past Implementation reviews should gather informa-
tion on the amount and performance of local contri-
bution for all major systems developed for depart-
ments and authorities. This information is to be
used to refine supplier guidelines as feedback to
local industry and as feedback to Government on the
effectiveness of its local industry policy.
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EXTRACTED FROM THE MINUTES OF THE PROCEEDINGS OF
THE LEGISLATIVE COUNCIL

TUESDAY 8 SEPTEMBER 1981

12 PUBLIC ACCOUNTS AND EXPENDITURE REVIEW COMMITTEE -
The Honourable A.J. Hunt moved, by leave, That
the Honourables Clive Bubb, G.A.S. Butler, D.K.
Hayward and N.F. Stacey be members of the Public
Accounts and Expenditure Review Committee and
that the said Committee have power to send for
persons, papers and records.

Question-put and resolved in the affirmative.

EXTRACTED FROM THE VOTES AND PROCEEDINGS OF
THE LEGISLATIVE ASSEMBLY

TUESDAY 8 SEPTEMBER 1981

16 PUBLIC ACCOUNTS AND EXPENDITURE REVIEW COMMITTEE -
Motion made, by leave, and question~That-(a/Mr.
Evans (Gippsland East), !lir. Mackinnon, Mr. Mathews,
Mr. Remington, Mr. Richardson, Mr. Rowe, Mr.
Walsh and Mr. Williams be Members of the Public
Accounts and Expenditure Review Committee; and
(b) the Committee have power to- (i) send for
persons, papers and records; and (ii) commission
any person or persons to investigate and report to
the Committee on any aspect of the subject-matter
under investigation by the Committee(Mr Thompson) -
put and agreed to.

iii



TERMS OF REFERENCE

PARLIAMENTARY COMMITTEES (PUBLIC ACCOUNTS AND
EXPENDITURE REVIEW COMMITTEE) ACT 1979

SECTION 5
5 The functions of the Committee shall be -

(a) to examine the accounts of the receipts and
expenditure of the State and to bring to the
notice of the Parliament any items in those
accounts, or any circumstances connected with
them which it may consider appropriate;

(b) to inguire into and report to the Parliament
on any question in connexion with public
expenditure which is referred to it by the
Council or the Assembly;

(c) to consider and report to the Parliament how,
if at all, the administration of Government
programmes and policies may be carried out
more efficiently, effectively and economically;
and

(d) to report to the Parliament any :lteration
which may appear desirable to be introduced
in the form or method of keeping and present-
ing the Public Accounts, or in the mode of
receipt, control, issue or payment of the
public money.

iv
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REPORT

The Public Accounts and Expenditure Review Committee has the
honour to report as follows: -

1 Inlits progress report on the Auditor-General's Reports for
1978-79"the Committee reported that the following items would be
the subject of detailed investigation: -

(a) Local Authorities Superannuation Board - electronic
data processing services provided by the Board;

(b) Motor Accidents Board - computer facilities provided
by the Local Authorities Superannuation Board; and

(c) State Superannuation Board - form of accounts, elec-
tronic data processing and actuarial valuation.

2 The Committee investigated the EDP aspects of the three
boards together. The remaining matters, all of which relate to
the State Superannuation Board, have been considered as a separate
aspect of this inquiry.

3 Evidence was received from the following:=

Mr. B.J. Waldron, Auditor-General;

Cr. C.W. Thwaites, Chairman, and ) representing the Local
) Authorities Superannuation
Mr. L.M. Rodriguez, Manager ) Board

Mr. V.H. Arnold, Chairman, and ) representing the State

Mr. S. Bates, General Manager ) Superannuation Board
Mr. V.H. Arnold, Chairman, and ) representing the Motor
Mr. A.K. Clarke, General Manager ) Accidents Board

Electronic Data Processing

4 The Auditor-General reported that an audit review indicated
that the contractual arrangements between the Local Authorities
Superannuation Board (LASB) and the Motor Accidents Board (MAB)/
State Superannuation Board (SSB) were unsatisfactory and that
steps should be taken to formalise the arrangements.

l Victorian Parliamentary Paper, D.No.13/1980-81



5 Two other matters raised by the Auditor-General were the need
for: -

(i) proper terms of reference to be formally approved by
both the SSB and the MAB for computer committees they
have established; and

(ii) the observance of Treasury Regulations by the SSB in
purchasing equipment or services.

Arrangements between LASB/SSB/MAB

6 The Local Authorities Superannuation Board's prime purpose is
to provide a superannuation scheme for local government employees
in Victoria. 1In addition to this, however, the Board also pro-
vides EDP service bureau facilities to a number of other organi-
sations, including the MAB and the SSB.

Initially the SSB asked the LASB to provide EDP facilities.
A similar request was later made by the MAB.

7 The service consists of the LASB leasing the equipment and
then supplying the equipment, the systems, and the programming and
operations staff to the two boards. The decision on what equip-
ment is to be used for the SSB and MAB is made by each of those
two boards - not the LASB. The equipment is situated at the site
of the SSB and MAB offices - 35 Spring Street - and is quite
separate from the equipment used for the LASB's own requirements.

8 The Committee was told that the contractual arrangements
between the three boards were verbal and, as a result, the audi-
tors experienced several problems. Because the arrangement had
not been formalized, the Auditor-General said that it was not
possible to check: -

(a) the basis of charging by the Local Authorities Super-
annuation Board for services provided to the Motor
Accidents and State Superannuation boards;

(b) the ownership of the relevant files and documents;

(c) the form and length of notice to be given to terminate
the arrangement;

(d) the responsibility for lease payments in the event of
the tri-partite agreement being terminated;

(e) the division of responsibility between the two boards
for processing and operating controls of the centre at
Spring Street;

(f) the responsibility to provide back-up facilities in the
event of equipment failure;

(g) the responsibility for the conversion of input data into
machine~readable form;
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(h) the responsibility to retain sufficient back-up so that
the master files could be re-created if necessary with-
out undue delay or cost; and

(i) the responsibility for the security of transactions in
the master files.

9 The LASB informed the Committee that it did not use formal
agreements with any of its local authority clients and instead
usually has an exchange of letters with its client. The charges,
in the case of the SSB and MAB, are set by agreement between the
LASB and the two boards.

10 Neither the SSB nor the MAB argqued in favour of a formalised
agreement. Both boards were of the opinion that the verbal
arrangement had worked well and that the job requirements were
being met and payments promised were being paid.

11 The SSB claimed that a formal agreement would reduce the
Board's flexibility. It said that under the present arrangement,
the LASB - an autonomous authority not subject to Public Service
Board controls - employs all the analysts and programmers situated
in the SSB offices but the SSB has a say in staff selection. 1If
the SSB were forced to employ a public servant in a similar
arrangement and the employee were not satisfactory, the Board
would not be able to remove him. It also enables the Board to
obtain a replacement very quickly when any of the staff leave.

12 This approach appears to be a way of the SSB circumventing
the present staff ceilings and other Public Service Board staffing
controls. The Board pays the employees' salaries plus ongoing
costs to cover items such as workers compensation, annual leave
allowances, sick pay, etc. but the employees are staff members of
the LASB. To all intents and purposes, the employees are really
employees of the SSB - not the LASB.

13  Whilst the Committee accepts that the SSB and MAB are quite
happy with the existing arrangements, this may be due to the fact
that both boards have the same chairman, who has undoubtedly been
instrumental in having both boards move into the area of elec-
tronic data processing. Having the same chairman has also
influenced the decision for both to use the same organization to
service its EDP needs.

14 The Committee can see that the present informal arrangements
and existing relationship between the three boards and common
personnel enable operating decisions to be made quickly. They do
not, however, permit an objective assessment of their efficiency
and the needs of each particular board.

15 Since the matter was raised by the Auditor-General, the three
boards have had an agreement drafted which is currently being con-
sidered by the legal advisers to each of the three boards.



16 The Committee recommends that the arrangements should be
formalised and that urgent consideration be given to the adoption
of an agreement.

Computer Committees

17 The management of each board established computer steering
committees - the role of each being advisory and co-ordinating.
Because of the intended role of these committees, it was not
considered necessary to require formal Board approval for their
establishment.

18 Following the Auditor-General's comments, formal terms of
reference have been drawn up for the SSB computer steering commit-
tee. These have been presented to the Board which has noted their
receipt pending a review of the committee's involvement in manage-
ment procedures.

19 Joint EDP co-ordinating and policy committees were also
formed and the terms of reference for both these committees were
set by the committees themselves. The Policy Committee, which is
the only committee currently meeting, is chaired by Mr. Arnold,
who 1is also chairman of both boards.

20 If these committees are to be purely internal to each board,
co-ordinating only various sections of each board, the Committee
sees no need for formal recognition by each board. However, if
committees consist of personnel from outside each board, or have
roles which include advising, making recommendations or co-
ordinating the activities of two or more boards, the Committee
recommends that the boards concerned should formally approve the
establishment and terms of reference of those committees.

Purchase of Equipment or Services

21 Of the three boards involved in the ED! arrangement, the SSB
is the only one that is not autonomous and chat has to comply with
the Public Accounts and Stores Regulations (now Treasury Regula-
tions 1981l) but there is provision for seeking exemption from the
requirement to call public tenders.

To comply with the Regulations, the normal procedure would be
to prepare specifications of the services required and to publicly
call tenders. Each tender would then be evaluated and a success-
ful tenderer selected with the tender documents being approved by
the Tender Board.

22 Where several organisations jointly purchase or rent equip-
ment or obtain a service and one or more of the organisations is
not subject to the Regulations, complications will invariably
arise. In this case the majority of the parties to the agreement
are not bound by the Regulations.



23 The SSB is of the opinion that the LASB supplies a computer
management facility and is not a service bureau. It also indica-
ted that there had been a long association with the LASB prior to
the installation at 35 Spring Street becoming operative.

In the Committee's view the LASB supplies services to the SSB
and therefore the Board should have complied with the Regulations.

24 The Committee sees the entering into contractual arrangements
without public calling of tenders as a breach of the Regulations.
The Committee recommends that the SSB should comply with, or seek
an exemption from having to comply with, the requirement to call
public tenders.

State Superannuation Board - Staffing and Form of Accounts

25 As a result of evidence placed before the Committee, it has
concluded that the problems experienced by the Board should be
recognised and considered separately.

The Committee sees the main problems as being -
(a) staffing; and
(b) accounting deficiencies.

(a) Staffing

26 As far back as 1968-69, the Auditor-General referred to inad-
equacies in the Board's administrative and accounting systems and
has made similar comments on numerous occasions since then. The
Board has acknowledged these inadequacies and has mentioned them
in several of its annual reports to Parliament.

27 The Board has continually requested additional staff but with
very little success. In 1973 the Public Service Board inspector-

ate investigated the Board's administration. As a result of this

review, eleven positions were created and a re-organisation of the
administration was partly implemented.

In August 1977, the Board applied for seventeen additional
staff to establish an internal audit function. Approval was given
in September 1978 for eight additional positions and the Board was
asked to select which eight of the seventeen it wished to fill.

In May 1979, Public Service Board approval was given for the
creation of the eight positions nominated but it was August before
the positions were filled.

28 A Treasury Minute forwarded to the Committee in July 1979
showed that nine exempt employees were approved in lieu of the
further nine permanent staff sought.

181



29 Since January 1978, the Board has, through a number of
requests, sought 20 additional staff - both permanent and exempt
employees. Several of the requests were not acknowledged until
the Manpower Committee, in response to a submission made on 7
November 1980, advised that it would defer taking any action on
the submission until the current Management Review of the Board's
administration was completed.

This Management Review, which commenced in January, 1981, has
now been completed and the report is presently being considered by
the SSB and Treasury.

30 A previous Public Accounts Committee reportz, in March 1975,
recommended that the structure of the Board and its responsibi-
lities under the Act needed urgent review.

31 This Committee is concerned that, since that recommendation
was made, the SSB has had only very limited success in obtaining
additional staff to carry out its duties and that six years
elapsed before a review was carried out.

From inquiries made by this Committee, there appears to be a
prima facie case for the Board's requests for additional staff.

With the Management Review now completed, it is vital that
action be taken immediately to consider its recommendations. A
summary of the key recommendations is:

- to reorganise the structure of the SSB's administration,
grouping like functions together and freeing-up the Board
to concentrate more on major policy matters;

- to select and appoint suitably qualified managers to key
positions within the new structure;

- to improve internal communications ind develop more
productive and satisfying relationships between management
and staff; and

- to upgrade EDP and other operating and control systems
(e.g. a file registry should be introduced); to establish
and monitor the achievement of organisation-wide,
divisional and section objectives, priorities and action
plans.

32 The Committee recommends that the Public Service Board and
Treasury give urgent consideration to the Management Review report
with a view to immediately providing the staff necessary for the
SSB to perform its functions effectively and efficiently.

2 Victorian Parliamentary Paper, D.No.12/1974-76
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(b) Accounting deficiencies

33 The Auditor-General expressed concern that the Board has not
prepared a Revenue Account and Balance Sheet and stressed the need
to introduce accrual accounting procedures to provide meaningful
financial reports. He also advised that his predecessor in 1975,
advised that arrangements had not then been completed for the
introduction of the accrual accounting necessary for the prepara-
tion of a Revenue Account and Balance Sheets. The Board produces
a statement of receipts and payments which shows only a cash
surplus or deficit for the year, and a list of investments at
historical cost.

The Committee was advised that, without a balance sheet,it is
difficult to determine the financial position of the Fund which is
the starting point in carrying out an actuarial investigation.

34 Accrual accounting allocates income and expenditure to the
period in which it is incurred. Such accounting is necessary if
the Board is to determine whether future commitments can be met
based on the net balance of the Superannuation Fund at the end of
the accounting period.

35 Because the Board does not prepare a revenue statement or
balance sheet, neither - (i) the total assets; (ii) liabilities;
(iii) net balance of the Fund; and (iv) surplus for the year or
net addition to the Fund, are disclosed nor are the earnings on
investment clearly shown. The Committee considers it essential
that the net balance of any superannuation fund is known, particu-

larly for an employer who is required to make employer contribu-
tions.

36 A trial run is being conducted with a new general ledger
accounting package but difficulties are still being experienced
in preparing a balance sheet because some accruals and balances
have repercussions back to 1926. To prepare an accurate balance
sheet would require calculations from 1926 onwards to be made.

The main problem being encountered is to define the funds
that the Board starts with at the beginning of the year for which
the first revenue account is prepared.

37 A further problem is the fact that some public service depart-
ments and other organizations are not computerized. Consequently
the Board does not know what contributions are due in any fortnight
until some considerable time afterwards:when the reports from the
departments and organizations are received and processed.

38 The Committee sees the solution to this problem being partly
the Board's responsibility and partly the responsibility of all
departments and organizations whose employees belong to the Fund.



39 The Committee sees the solution as requiring the Board to
decide on a "cut off" date from which date onwards, a complete
accrual accounting system will operate. The funds and balances
up to that date will have to be agreed upon by the Board and the
Auditor-General. The Board should ascertain what level of
accuracy the Auditor-General's Office will accept in establishing
past figures.

If legislative authority is required to achieve a satisfac-
tory solution, the Board should seek such authority as a matter
of urgency.

40 The lateness of returns forwarded by departments to the Board
causes the Committee some concern. At present there is no power
for the Board to demand these returns within a specific time and
impose any penalty for the forwarding of late returns.

The Superannuation Board is dependent on the prompt receipt
of these departmental returns and while some departmental pay
systems remain manual operations, the Committee can see continued
problems for the Board.

41 As experience has shown, to impose a statutory requirement
that the returns should be forwarded each payday, monthly, etc.,
will not guarantee a solution to the problem. A suitable prac-
tical solution is hard to find. The Board indicated that in the
past it had refused to take on any new members from departments
that were behind in their returns until the returns were brought
up-to-date.

42 If contributors to the Fund resign, then they could reason-
ably expect repayment of their contributions within a short time.
The Board informed the Committee that on occasions some former
contributors have had to wait three or four months before being
repaid. The Board agreed that this was an unreasonable time. The
delay is caused however, by the departments making late variation
returns. This prevents the Board from updrf ting its records and
verifying them.

43 Further, because departmental variation returns are late, the
Board does not ascertain how much money is in accounts at the end
of each pay period, and at 30 June 1979, was only able to estimate
that there were 87 300 contributors to the Fund.

44 The recent legislative change which generally requires con-
tribution rates to be adjusted annually should reduce signifi-
cantly the number of adjustments to be made by the Board but it is
still dependent on departments etc. forwarding that main adjust-
ment return and fortnightly variation returns promptly.

45 The Committee can see no reason for these returns to be
months late. It feels that the Board should hgve recourse to some
punitive action against departments which persist 1in forwarding



returns late.

The Board has on occasion listed in annual reports the
departments which have been behind in forwarding their returns.

46 The Committee recommends that the Board report any department
which is late in forwarding variation returns. The Committee will
look for a marked improvement from departments in future and will
expect the Board to report any departments not co-operating.

47 The Board is required to have an actuarial investigation of
the Fund made every three years. The latest valuation available -
that for the three years ending 30 June 1977 - was presented to
the Board on 17 December 1980.

48 The delay in completing the actuarial investigation is most
unsatisfactory. The Committee also finds the investigation
unhelpful in that its implications in terms of the future ability
of the Fund to meet its commitments based on current contribution
and pension rates, or the implication in turn of future required
Government contribution to the Fund are not made clear.

49 Information forwarded to the Committee on 28 January 1981
indicated that the investigation for the three-year period ending
on 30 June 1980 had not commenced and that a request for eight
exempt employees had been made to Treasury. These employees were
to assist with the processing of variation returns and the coding
of contributor data to ensure that information required by the
actuaries is in a suitable form to enable the investigation to be
commenced as early as possible.

The Committee has since ascertained that the request for
assistance was granted and that some of the exempt employees have
completed their work.

50 The Committee re