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The Standing Committee on Finance and Public Administration is
empowered to inquire into and report on any matters referred
to it by either the House or a Minister including any
pre-legislation proposal, bill, motion, petition, vote or
expenditure, other financial matter, report or paper.

Terms of Reference of the SubcommHlee

On 21 December 1988 the 1988 FMIP Report (prepared by the
Department of Finance in cooperation with departments and
agencies) was tabled in Parliament and referred to the House
of Representatives Standing Committee on Finance and Public
Administration for inquiry and report. The Committee adopted
the inquiry at its meeting on 9 March 1989 and appointed a
subcommittee to undertake the investigation.

IX

This report is the result of a major review of the central
program of the Government for public sector reform, the
Financial Management Improvement Program (FMIP). As such it
makes a significant contribution by providing an overall
assessment of what the program has achieved and areas that
require further development if the program is to achieve its
potential.
The breadth and complexity of the FMIP and its applications
has made this a challenging inquiry for the Committee. As a
result, the Committee's review and conclusions also are broad.
The Committee strongly supports the central objective of the
program, that is to improve the performance of the public
sector in meeting the government's and the community's goals.
In essence, the program is about freeing up bureauratic
processes to give public sector managers greater scope and
flexibility to manage resources efficiently and effectively.
However, the Committee considers that the approach advocated
by the program is yet to be fully integrated within the
practices of departments.
The Committee considers that the emphasis on effectiveness
needs to be reinforced. This can be done by enhanced
performance information, better developed management
information systems and a concentration or effectiveness
issues by parliamentary committees.
There is a recognition that the FMIP is part of broader
reforms in the public sector including human resource
management and industrial relations. The Committee has titled
its report 'Not Dollars Alone' to reflect the wider scope of
the FMIP within reform in the public sector.
I would like to thank those in the secretariat who have
assisted with the inquiry. As this is the first report of the
Committee in this Parliament, I would like to offer the
Committee's thanks to Phil Bergin, the previous Secretary, for
his advice and assistance over a number of years.
The FMIP review largely was undertaken by Bev Forbes in the
last Parliament. Bev provided, valuable advice and support to
the subcommittee undertaking the inquiry. Sharon Fisher
assisted Bev in her task.

In this Parliament the subcommittee was ably assisted by
Maria Messner in the preparation of a final report. I also
thank David Elder, the current Secretary, and Laura Gillies
for helping to bring this report to fruition.

STEPHEN MARTIN, MP
Chairman
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FMIP development and implementation has, on the whole been
appropriate to date although some weaknesses in execution and
implementation of the FMIP strategy persist.
The main difficulties reflect some underdevelopment in
important aspects of FMIP including the accountability and
risk management dimensions which have yet to be adequately
addressed.
There is no doubt that the formative stage of the program has
extended beyond that initially expected. There continues to be
a need to maintain the momentum for a commitment to reform.
However, it is important that a practical focus accompanied by
examples of successful implementation and deep rooted practice
becomes the basis of Stage II FMIP development.

The decisions to disband the FMIP Steering Committee, to
establish the new Management Improvement Advisory Committee
and for that Committee to report to the Australian Public
Service Management Advisory Board seem appropriate.
These new reporting arrangements are essential to the
successful implementation of the program. They reflect general
acceptance that while DOF has particular responsibility for
co-ordinating FMIP, the full benefits of the government's
reforms require broader involvement in FMIP oversight and
direction.

Assistance from Central Agencies
Staff training and development of appropriate management
skills for an FMIP environment have become key concerns for
departments and agencies. In that context a number of agencies
felt that DOF did not appear to be in a position to provide
more than broad based advice and assistance.
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The RCS has contributed generally to improving resource
management in the public service and to devolving central
control over administrative inputs to departments.
Nevertheless there continues to be considerable scope for
improving implementation within individual organisations.
Consistent and significant effort is required in linking
resource allocation decisions to program outputs and outcomes,
embedding devolution and effectively utilising management
systems.
The Committee recommends that departments:
accord high priority to internal devolution of the
running costs system including to regional offices;
and
increase their efforts in identifying the results to
be achieved with given resources and in linking
resource allocation decisions to those results.

Although the RCS has widespread support, most departments and
agencies have found the discipline of achieving the efficiency
dividend difficult. The 'dividend' appears to be perceived as
a disincentive to good performance and hence appears to run
counter to the objective of the RCS.
However, it is difficult to establish a case that the great
majority of departments/agencies are disadvantaged in being
required to achieve the 'efficiency dividend' given the scope
for utilising new managerial flexibilities and technology.
The Committee is of the view that the comments made by
departments and various groups in part reflect other factors
namely:
past sensitive experiences with specific servicewide efficiency scrutinies;
lack of recognition by DOF of the sensitivities
associated with the 'efficiency dividend' and a
corresponding lack of effort in marketing the policy
more effectively; and
the need to improve implementation within
organisations.
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Notwithstanding, it is very important that the DOF continues
to take careful account of the merits of exceptional cases in
administrating the scope for relief and flexibility within the
'efficiency dividend'.
The Coiraflititee recommends that the DOF
take steps to improve its marketing of 'the
efficiency dividend' policy to public service
continue to take careful account of the merits of
exceptional cases in applying the 'efficiency
dividend' policy.

The Committee is of the view that a move towards wider use of
'resource agreements' would:
have to be gradual and considered;
have regard to the availability of reliable,
satisfactory and accepted measures which reflect the
different responsibilities of agencies; and
meet the overall requirement of the efficiency
dividend policy and maintaining some budgetary
flexibility and inbuilt control.

The Committee notes DAS's view that not all current
arrangements are satisfactory. It is important for DOF and
departments to be monitoring current arrangements to provide a
basis for reviewing and adjusting charging policy and
implementation. There may be scope for further refinements to
financial controls as departments gain experience. However,
that development should not be justified only on the grounds
of increasing organisational flexibility and incentives but
should be matched by a record of effective organisational
performance and accountability to Parliament.
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The critical issue for departments in introducing charging is
that they do not all have in place management information
systems that can provide accurate costing information on
services. The Committee accepts that departments won't
necessarily have in place appropriate systems prior to the
introduction of charging. The Committee would expect
departments to have such systems in place as soon as possible
after the introduction of charging.
The Committee recommends that departments and agencies should
have in place appropriate management information systems to
provide accurate costing information either in conjunction
with or as soon as possible after the introduction of
charging.

The Committee recognises the complexities involved in
balancing all factors in each case. It supports the practice
of case by case determination of budget supplementation.
However, it would look to a regular review by DOF of the
policy applied in this area so that agencies generally may
have a better understanding of the overall basis for
decisions.

Public Interest
It is important that decision makers in determining 'public
interest' issues, have regard not only to commercial and
efficiency factors but also to enhancing elements of social
justice (equity, equality and access) in programs which is a
principle of FMIP. Such considerations obviously can differ
widely in extent between departments. The Committee therefore
supports case by case determination of 'public interest'
elements of government programs and in so doing assumes that
DOF in particular has accepted responsibility for consistency
of the criteria applied.
The Committee recommends that there should be a case by case
determination of 'public interest' elements of government
programs and that the DOF accept responsibilities for
consistency of the criteria applied.

External Gharging
The Committee expects the DOF to take the factors canvassed in
the above section of this chapter into account in the
development of policy in external charging.
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The Committee recognises that the formulation of policy in
relation to external charging and charging under competitive
conditions is a progressive matter and requires decisions on a
case by case basis.
The Committee recommends that DOF give particular attention to
reviewing the revenue retention arrangements for research
organisations such as the Defence Science and Technology
Organisation to ensure that those organisations receive
adequate financial returns and incentive in commercialising
their innovations.

The Committee notes that user charging is continuing to
develop and departments are actively seeking out services
amendable to charging including intradepartmental services. It
would want to ensure that contributions from client
departments and clients outside the Commonwealth service are
taken into account in any future inquiries into specific
aspects of financial management. It also sees a need to avoid
duplication of reporting requirements to Parliament.
The Committee indicates its continuing interest in the user
charging area and its intention to monitor the effect on
clients of user charging in future relevant inquiries.
The Committee wishes to be informed of policy and associated
developments in relation to:
revenue retention;
budget supplementation;
'public interest' issues;
external charging;
charging under competitive conditions (ie choice of
suppliers by client departments);
developing a commercial attitude and culture; and
incentives for good performance.
In the light of the information received, it is the intention
of the Committee to consider whether or not a review by the
Committee of these areas of policy and their application
should be subject to further reference.
The Committee recommends that DOF should review reporting
requirements in relation to user charging under Explanatory
Notes and other statutory reporting requirements with a view
to resolving any unnecessary duplication.
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budget supplementation;

This information is to be made available shortly after the end
of each financial year between now and the end of the 1992/93

Both the process of appropriation and detailed regulation of
financial administration has been streamlined significantly
providing public sector managers with greater scope and
flexibility for managing their operating expenditures and
associated processes within overall resource limits.
There may be scope for further refinements to the budgetary
and regulatory framework in the areas of the Running Costs
System, and user charging as departments gain experience.
However, that further development should not be justified only
on the grounds of increased managerial flexibility and
incentives. It should be supported by a demonstrated
improvement in information systems, evaluation and
accountability practices in the public sector.
The Committee recommends that further streamlining of the
budgetary and regulatory framework should have regard to a
demonstrated and significant improvement in performance
information and evaluation and accountability practices within
the public sector.

The Committee notes the need for DOF to develop among its own
divisions the appropriate culture, attitudes and skills that
support a role and approach which is consistent with the
government's public sector resource management reforms.
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The Committee is of the view that the resource management and
PMB reforms provide a basis for carefully planned and
implemented devolution. It notes the devolution that has
occurred and recognises that it can be a protracted process.
The Committee also notes that devolution must lead to improved
performance and accountability and systems should be in place
as quickly as possible to monitor and review performance.
The Committee recommends that departments?
review the appropriatness of the devoltitionary steps
taken to date and identify where further
devolutxonary steps (if any) are justified;
plan and train staff to ensure that devolution is
progress the development of relevant information,
communication and evaluation systems.

7.

The Committee recognises that there are some difficulties
involved in developing adequate performance information
particularly in relation to effectiveness. It accepts that
both quantitative and qualitative indicators are needed to
inform judgements about performance. It notes that the pace of
development has generally been slow since 1983 and that this
is one of the many areas of focus in Stage II of FMIP
development. It supports a concerted effort by departments as
it believes that development to date has not fully reflected
the perceptions of progress in the 1988 FMIP Report. This
approach underpins the conclusions and recommendations made in
Chapter 8 which addresses performance information with regard
to public accountability purposes particularly that available
through annual reports and explanatory notes.
The Committee recommends that:
effort to develop performance information that
assists decision-making and accountability. There
should be a demonstrated improvement in this regard
the department of Finance should increase its
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The development of appropriate management information systems
is essential to devolved management, implementation of user
charging, monitoring of performance, good evaluation practice
and internal and external accountability requirements. The
emphasis to date has been on establishing financial, personnel
and process-related systems and progress generally has been
limited.
The development of systems which integrate effectiveness
criteria with efficiency related information are at an
embryonic stage in departments. The DOF consultancy service
should incorporate assistance to departments in this regard.
The Committee supports the continuation of a central
co-ordination of effort on MIS development.
The Committee recommends that:
departments and agencies should make consistent and
substantial efforts to develop appropriate
management information and reporting systems that
facilitate monitoring of performance,
decision-making and accountability; and
the monitoring of developments within departments
and agencies and the identification and
dissemination of 'best practice' should be a
priority focus of the MIAC's annual work plan.

Evaluation
The Committee acknowledges that a systematic and comprehensive
evaluation approach by departments and agencies is critical to
sustained improvement in public sector performance and
accountability. It recognises, however, that most departments
have a considerable way to go in achieving this. Progress is
linked to development of good performance information and
management information systems and reporting requirements. The
Committee recognises the importance of providing departments
and agencies with greater incentive to improve their
evaluation capacity through the linking of evaluation outcomes
particularly to decisions made in the central budgetary
process.
The Committee recommends thats
departments and agencies should make a consistent
and systematic effort to develop their evaluation
planning processes and link these more consistently
to their decision-making and priority setting. There
should be a demonstrated improvement in this regard
by 1992;

increase and more effectively target its
practical assistance on evaluation to
ensure that departmental evaluations are linked
into the decision-making of the central

The Committee concludes that both Ministers and public
servants are accountable to Parliament. Ministers are
accountable in a direct sense. Public servants are
accountable, but in a less direct sense. They have
accountability obligations in terms of keeping Parliament
informed and assisting parliamentary scrutiny of public
administration and expenditure.
The power of parliamentary scrutiny extends beyond having
public servants report on their activities. The ability of
parliament scrutiny processes to expose unethical, inefficient
or ineffective public administration adds an additional
dimension to the accountability of public servants to the
Parliament.
The picture in relation to what accountability covers is also
complex. Parliament has a wide interest in accountability
ranging from issues concerned with the process and probity of
government administration and spending, to the efficiency,
effectiveness and appropriateness of government policies and
programs. It will wish to be informed about, and scrutinise,
all these issues.

The FMIP changes provide the opportunity to build on the
Parliament's already broad approach to scrutiny. To enable
this to be achieved it will be necessary that:
the FMIP changes are more fully explained to the
Parliament;
there is better integration of performance
information being generated as part of the FMIP
changes into the Parliament's existing scrutiny
processes;
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this accountability information develops further in
addressing issues of performance; and
there is openness towards, and co-operation with,
the Parliament's scrutiny processes on the part of
the Executive, particularly public servants.
In relation to the first point, the Committee suggests that
the DOF, as the central agency facilitating FMIP
implementation, undertake to inform Parliament better about
the FMIP changes and their implications for accountability.
The second point is addressed in the next section while the
third point was discussed in the last chapter.
In relation to the fourth point the Committee considers that
greater demands for accountability may be made of public
servants by Parliament as greater attention is directed
towards issues of performance. Public servants may be called
increasingly to account for the effectiveness of programs as
well as their efficiency. Greater demands may also be made of
public servants in terms of openness and co-operation as the
success or failure of government programs is open to greater
exposure. The Committee suggests that the 'Government
Guidelines for Official Witnesses Before Parliamentary
Committees and Related Matters' may need to be revised to
reflect the increasing interest of parliamentary committees in
issues of effectiveness. It may no longer be possible to make
a simplistic division between policy and administration.
The Committee also considers that there is a need for the
Parliament to have its committees better define their
objectives and interrelationships. This is beginning to happen
through meetings of committee chairpersons (and in some cases,
deputy chairpersons). The Committee considers that this
process could be formalised.

the Department of Finance, in consultation with the
Parliament and its committees, undertake a regular
program of seminars to inform members and staff of
the Parliament about FMIP changes and their
the Department of Prime Minister and Cabinet
consider revising the 'Government Guidelines for
Official Witnesses Appearing Before Parliamentary
Committees and Related Matters' to better reflect
the accountability requirements of public servants
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committee chairpersons and deputy chairpersons to
meet on a regular basis to discuss parliamentary
committee objectives and interrelationships.

The Committee concludes that:
to improve the quality, and reduce the quantity, of
formal accountability information coming to the
Parliament, there is a need to resolve its purpose
and content and reduce overlap;
the House and Senate general purpose committees make
greater use of the Explanatory Notes within the
context of their general inquiries. The preparation
and distribution of the Explanatory Notes should
reflect this wider usage. Their name should be
changed to Program Performance Statements to reflect
their wider function; and
there should be greater scrutiny by parliamentary
committees of annual reports, including
consideration of joint scrutiny by House and Senate
general purpose committees.
The Committee recommends that;
the Department of Prime Minister and Cabinet and the
Department of Finance give high priority to
resolving the purposes, content and overlap between
the explanatory notes and annual reports;
committees, should increase its scrutiny and use of
performance information in the explanatory notes by
making greater use of the information in their
general inquiries;
the preparation and distribution of Explanatory

the House of Representatives, through its
committees, should increase its scrutiny of
departments and agencies by reviewing their annual
reports. Consideration should be given to joint
reviews of annual reports with relevant Senate
committees.
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The Committee concludes that the ANAO performs an essential
role in supporting accountability of the Executive to the
Parliament. To further enhance this role it is necessary that:
the ANAO be given adequate resources, not only to
fulfil statutory compliance and regulatory auditing,
but also to conduct more efficiency audits in
relation to public administration; and
in undertaking efficiency audits, the ANAO continue
to provide comments on the adequacy of performance
indicators and management information systems.
The Committee recommends that:
the ANAO be given adequate resources to conduct more
efficiency reviews of government programs,
incorporating consideration of the adequacy of
performance indicators and management information
systems.

The Committee concludes that internal accountability has
imposed significant reporting requirements on departments and
agencies. In establishing and refining management information
systems, departments and agencies should ensure a close
linkage between the information generated for the purposes of
internal and external accountability. This should enable
reporting requirements to be as simple as possible given the
accountability demands being made.
The Committee recommends that, in establishing management
information systems, departments and agencies ensure a close
linking of the information for internal and external
accountability reporting.

9. RESOURCE MANAGEMENT TRAINING

The Committee concludes that the most appropriate approach to
resource management training is to have a constructive
interaction between departmental and central agencies - in the
context, however, of responsibility for staff training and
development resting with the employing department or agency.
The Committee asks that the APS Management Advisory Board,
departments and agencies take this view into account and the
need for co-ordination and planning of activities in
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developing approaches to resource management training. While
the Committee assumes that the co-ordination aspects will be
addressed by all parties, it asks that the MAB particularly
consider this aspect and the inclusion in corporate plans of
HRD goals and objectives.
The Committee recommends that the APS Management Advisory
Board give consideration to encouraging departments and
agencies to include human resource development goals and
objectives in their corporate plans.
The Committee recommends that:
departments and agencies take account of the wide
scope of human resource development and strengthen
their planning in this regard so as to relate
training more directly to program activities and
objectives;
departments and agencies include resources for
resource management training in their allocations
for human resource development;
the government continues supplementary funding for
training through the Public Service Concession and
the Joint APS Training Council; and
departments and agencies collect information on
training expenditure and budgets and advise these in
Annual Reports and Explanatory Notes respectively.

10. ACHIEVEMENTS OF THE

The Committee considers that the various management reforms
embodied within the FMIP have been implemented sucessfully in
a number of key areas. However, as yet they are not fully
operational in all departments. Many departments are still a
considerable way from achieving the full benefits from the
reforms. The discussion in this section refers to those areas
which the Committee considers require further development. The
conclusions and recommendations in earlier chapters provide
guidance on how the Committee sees these areas being addressed
in the future.
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The Committee commends the Department of Finance, departments
and agencies for their efforts in preparing the
1988 FMIP Report. This progress report is a worthwhile
exercise in accountability for individual departments and the
program as a whole. However, the Committee's comments on the
1988 review should be addressed in forthcoming reviews.
The Committee considers that, following its review, the FMIP
as a whole should be formally reviewed again in 1992. To take
account of the Committee's comments on the 1988 review, the
Committee considers that the 1992 review should be undertaken
by an organisation other than DOF and should be a full-scale
effectiveness review of the program. In doing so it should
focus more closely on:
a quantification of the savings which are resulting
from the program;
the achievevents of departments and agencies with
the program; and
the views of clients as to the impact of the FMIP on
service delivery.
The Committee recommends that a full-scale, independent
effectiveness review of the FMIP be undertaken in 1992. The
review could be undertaken under the direction of the
Management Improvement Advisory Committee. The review should
give close attention tos
savings which are res
the achievevents of departments and agencies with
the views of clients as to the impact of the FMIP on
service delivery.
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1.1
The Financial Management Improvement Program, known as
FMIP, is part of the Government's overall public sector reform
strategy. It is a comprehensive approach that encourages value
for money management through changes:
that streamline
the budget allocation
and
appropriation process and simplify and update the
body of rules
regulating public
financial
management;
that improve the system by which departments and
agencies make decisions, manage and evaluate
achievements; and
that enhance public accountability and scrutiny.
The FMIP framework and philosophy are discussed in Chapter 2.

1.2

Implementation of the program commenced in April 1984.

1.3
In November 1987 the House of Representatives Standing
Committee on Finance and Public Administration was briefed by the
Department of Finance on the Program Management & Budgeting
initiative (PMB) and performance indicators and advised of a
forthcoming report on the FMIP which included details of those
issues. PMB is a major vehicle for implementing the changes
fostered by the FMIP particularly improvements to accountability
and departmental management systems and practices.
1.4
Following those discussions the Committee expressed an
interest in the FMIP and how it is being implemented in
individual departments and pursued the possibility of having the
1988 FMIP Report referred to it.

1.5
That suggestion was supported by the Minister for
Finance, Senator Walsh who, in a letter dated 24 August 1988 to
the Chairman, noted that he believed referral of the report to
the Committee:
... to be a useful way of keeping Parliament informed
of the progress being made in implementing the FMIP
and associated financial management reforms.
1.6
On 21 December 1988 the 1988 FMIP Report (prepared by
the Department of Finance in co-operation with departments and
agencies) was tabled in the House of Representatives and referred
to the Committee for inquiry and report.
1.7
The Committee adopted the inquiry at its meeting on
9 March 1989 and appointed a Subcommittee to undertake the
investigation.
The
inquiry
was
not
completed
in
the
35th Parliament and was referred again in the 36th Parliament by
the Minister for Finance. A subcommittee of members who were on
the subcommittee in the 35th Parliament was appointed to prepare
a report.
1.8
From the outset, the Subcommittee recognised
wide-ranging nature of the FMIP program and its inquiry.

the

1.9
In developing its methodology for the Review, the
Sub-committee noted that the Senate Standing Committee on Finance
and
Public Administration
would
be touching on
FMIP's
contribution to improving parliamentary scrutiny in its current
inquiry
into
Portfolio
Explanatory
Notes
and
estimates
documentation
including
trust
accounts
and
special
appropriations. The Subcommittee also noted that a number of
performance and efficiency audits by the ANAO had examined
specific aspects of the FMIP such as performance indicators. Two
major internal FMIP reports had commented on progress:
the
report referred to the Committee and an earlier FMIP Report in
1986 prepared by the PSB and DOF in co-operation with departments
and authorities.
1.10
The Committee's inquiry, however, is the first
external review of the FMIP. The review is not a full-scale one
of the program, but more one that considers general issues of
importance to FMIP development and implementation.
1.11
The Committee therefore considered that the key to a
realistic assessment of the 1988 FMIP report and progress in the
program to date lay in examining the way departments and agencies
have applied and exploited the changes fostered by the FMIP. The
Subcommittee believed this could best be assessed by focusing on
the second element of the FMIP framework, namely the systems by
which departments and agencies make decisions, manage and

evaluate achievements. In recognition that the FMIP is largely
targetted at budget dependent agencies, the Committee decided to
exclude from its inquiry, the changes that have been made to
improve the performance of Government Business Enterprise
(GBE's).
1.12
With these considerations in mind, the Subcommittee
adopted in April 1989 the following terms of reference:
to assess the 1988 FMIP Report
to review progress on the FMIP
in particular, to focus on the following issues:
devolution and the role of central agencies
running costs system
charging for services (user charging).
performance information
accountability

Conduct of the Inquiry and Structure of the Report
1.13
The Committee recognised that it would have to rely
primarily on anecdotal evidence to provide an indication of
progress. It first sought written submissions in early March 1989
from all public service departments and organisations involved
in the program as well as from other interested parties.
Thirty-two submissions from departments, the unions, client
groups, professional associations and academics eventually were
received. These are listed at Appendix A and associated exhibits
are listed at Appendix B.
1.14
A limited number of written responses were initially
received for the inquiry. This prompted the Committee, in its
programs of public hearings and discussions, to seek evidence
from a wide range of organisations involved in the program,
including both policy and program-oriented departments and from
central agencies.
1.15
Recognising that three-quarters of the Australian
Public Service are located outside Canberra in State, regional
and area offices and that there has been limited investigation
of the impact of public service reforms on that group, the
Sub-committee decided to also include regional managers in its
review. The views of public sector unions and two client groups
were also sought. In total the subcommittee took evidence from

