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Executive Sumnmary

This study is one of several being prepared as part of the
departmental compliance project, which has its origins in
the department’s Compliance Strategy. This report responds

specifically to the stated need to "... identify a range of
educational, promotional and sanctioning compliance
approaches ... and to apply such approaches ..." S0 as to
achieve "... the best level of private sector compliance

The study encompasses the five sub-activities
previously studied.

The purpose of the study is to describe the compliance
instruments used; to determine the frequency with which each
is employed; to examine relative costs of each instrument;
and to examine the relative effectiveness or impact of each
instrument on compliance. In effect, this information
provides a status report on compliance techniques as a basis
for further review and study by the sub-activities and
incorporation into the compliance strategies.

The main conclusions of the study are as follows:

l. A wide variety of compliance techniques are employed by
the five sub-activities examined.

2. Opportunities exist to creatively alter the mix of tech-
niques and to make useful additions to the inventory of
techniques employed.

3. In general, the frequency with which techniques are used
varies substantially, reflecting the differing needs of
the sub-activities.

4. Although the MIS system employed provide a wealth of
information, it is not usually collected so as to provide
cost data by individual technique.

5. Little quantitative information is available on the
relative effectiveness of specific techniques.

6. Each sub-activity should consider whether improvements in
comprehensiveness and detail of cost and effectiveness
data may not be justified.

The study identifies eight specific ideas dealing with com-
pliance techniques which are presented as examples of the
opportunities which exist to refine and broaden the
inventory of techniques utilized.




1. INTRODUCTION

1.1 Purpose and Scope

This study is one of several being prepared as part of the
departmental compliance project. The departmental compli-
ance project is being undertaken in support of the
department’s Compliance Strategy which calls for the deter-
mination of "the best level of private sector compliance to
be achieved" and to "... identify a range of educational,
promotional and sanctioning compliance approaches ...." In
order to make the work manageable, the focus of attention
has been on five sub-activities felt to be broadly
representative of the department as a whole.

Previous work has included reports on compliance concepts
(see Compliance Framework: Conceptual Considerations)
detailed descriptions of five compliance systems (see
Departmental Compliance Systems) and examined compliance
indicators (see Measuring Regulatory Compliance). These
studies are available from the Bureau of Policy
Coordination. ‘

The present study bullds on the previous work and provides
an examination of techniques or instruments used to ensure
compliance with relevant Acts and regulations. The purpose
of the study is to describe the compliance lnstruments used;
to determine the frequency with which they are employed; to
examine the relative cost of each instrument; and to examine
the relative effectiveness or impact of each instrument on
compliance. In effect, this information provides a status
report on compliance techniques as a basis for further
review and study by the sub-activities.

The scope of the study includes the compliance activities
undertaken by the Consumer Products, Weights and Measures,
Corporations, Bankruptcy and Marketing Practices
sub-activities.

- 1.2 Outline of the Study

The outline of the study is as follows. Section 2 provides
the general analytical framework for the study and includes
a description of the approach and methodology, a discussion
of the issues examined and a review of terminology, specifi-
cally the definitions of the techniques as used in this
study. Section 3 applies the analytical framework to the
five sub-activities examined and provides the main informa-
tion and evidence collected in the course of the work.
Section 4 brings together the overall conclusions of the
study. Section 5 provides some suggestions for possible
follow-up work. This report also draws heavily on the
descriptive material contained in the report on Departmental

Complliance Systems.




2. ANALYTICAI, FRAMEWORK

2.1 Approach and Methodology

The project team undertook the following tasks in preparing
the study:

reviewed the conclusions of the Cornwall workshop on
the “"Compliance Strategy";

. reviewed relevant academic literature on compliance
techniques and instruments;

. prepared a preliminary list of techniques, together
with a definition of each, used within the
department;

. prepared and administered a written survey to collect
information on techniques employed, frequency of use,
relative costs and relative effectiveness;

. prepared a preliminary report and revised it in light
of comments received from management of each
sub-activity.

The study team would like to acknowledge the cooperation and
support received from each of the five sub-activities
examined. Preparation of this report would not have been
Possible without this cooperation and support.

2.2 Issues

To ensure that the analysis was both consistent and compre-
hensive, and given the constraints in terms of resources
avallable for the study, the study team agreed that the
report would examine the compliance techniques or instru-
ments used by each of the sub-activities within an
analytical framework covering the following issues:

compliance instruments used - what compliance
instruments are currently used? What are examples of
how the instruments are used in practice?

frequency of use - how frequently or intensively are
various instruments used? What factors influence the
frequency of use?

. relative cost - What information is available on the
relative cost of using each technique? Is it
relatively expensive or inexpensive to use each
technique?




.

relative effectiveness - what information is avail-
able on the relative effectiveness or impact of using
each technique? Is the impact of using each .
technique relatively high or relatively low?

These issues form the basis for the analysis in Section 3 of
the study.

2.5 Definitions of Techniques

In the preliminary phase of this work, it became clear that
various sub-activities frequently used and applied terms in
somevhat different ways, and that this could potentially
create some difficulties in collecting valid information and
in making comparisons across sub-activities. Given this
situation, the members of the project team agreed that a
first and critical task was to develop a list of compliance
techniques that was reasonably comprehensive and to develop
a clear definition for each. The work proceeded in an
interactive fashion with initial definitions provided to
sub-activity managers and their comments or questions used
to refine the list of techniques and definitions. The
results of this exercise are shown in Appendix 1.

This 1list was used to classify and record the various tech-
niques and to extract examples and information on each for
this report. Given the complexities of the various sub-
activities, the differences among them, and the manner in
which information is aggregated, it was at times difficult
to match the listed items to the available information.
However, we believe that the approach proved useful and does
exhibit both the strengths and the weaknesses of the
information available to managers.

2.4 Presentation of Findings

Section 3, "Compliance Techniques", describes the infor-
mation collected for each of the five sub-activities. The
core of the information for each is presented in an exhibit
which provides:

0 an example/description for each technique utilized by the
sub-activity;

0 an indication of the frequency of use, as available;

0 a priority code providing an indication of the relative
importance of the technique to the sub-activity, based on
the usage, resource allocation and priority usually
assigned to the technique;

0 - the resource implications or costs of each technique,
wvhen available;




-4 -

o comments on effectiveness of each technique, especially

where quantitative evidence is available.
The balance of the sub-sections of section 3 provide a
narrative describing the compliance framework, the tech-
niques generally being used, evidence available regarding
costs and effectiveness of techniques and a summary
reflecting the four aspects of compliance techniques
examined, namely:
0 compliance instruments used;
o frequency of use;
o relative costs;

0 relative effectiveness.



3. COMPLIANCE TECHNIQUES

. 3.1 Consumer Products

3.1.1 Description

Consumer Products encompasses a variety of activities aimed
at protecting consumers against product misrepresentation
and providing accurate information to consumers. The sub-
activity is responsible for the development and administra-
tion at all trade levels of the Consumer Packaging and
Labelling Act, the Textile Labelling Act, the Precious
Metals Marking Act, and the National Trade Mark and True
Labelling Act and those provisions under the Food and Drugs
Act that concern economic fraud. It is also responsible for
the retall level administration of several Acts in the :
agriculture and fisheries area and for the administration of
several voluntary programs.

The sub-activity has three strategic objectives as follows:

t0 protect consumers against prodﬁct misrepresenta-
tion through detection, control and prevention;

to assist consumers in making effective product
choices by ensuring the provision of factual product
information;

to promote equity and fair competition in the market-
place.

Through its compliance activities, Consumer Products seeks
to obtain high levels of compliance with:

product specifications concerning packaging,
labelling, quality and quantity;

information disclosure requirements;
. misleading advertising prohibitions;
. voluntary industry guidelines.

3.1.2 Compliance Techniques and Uses

The approach used by Consumer Products to0 achieve compliance
emphasizes the use of inspections to monitor, detect, deter
and ensure correction in situations of non-compliance. A
wide variety of enforcement techniques are utilized where
non-compliant products are found. The sub-activity is
proactive in detecting violations and enforcing standards.




COMPLIANCE TECHNIQUES

CONSUMER PRODUCTS

Technlque ] DescrIption/Examples | Frequency of Use | P¥| Resources ] Comments on Effectiveness |

Information Approaches: |
|

Moral suaslon |Canada Care Labelllng Program Is volun-
[+ary and therefore 1ts use can only be
lencouraged through moral suasion (pro-
Jgram provides for Informatlon labels
| indicating proper care method for tex=
J+11es).
i

Consultation on ruies |A cornerstone of current regulatory pro-|
cess, not optional. ]
|Regulatory changes related to Irradlated|
| food were discussed wlth Grocery Pro- |
|ducts Manufacturers of Canada and ]
others. ]
| I

Information | Information brochures and pamphlets ] About 85,000 comp— 1 |About 10.2 PYs were
|are prepared and dlstributed. Jtaints and enquirles] ]devoted to complalnts]
|Responses to Inquiries from traders Jwere handled In 1986] |and enqulries Tn 1986]
]and consumers. 71987, | |/1987. ]
|Also provide coples of Acts and Regula- | ] ]
J+1ons. | ] ]
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Education | tnvolves preparation and dellvery of ] 1995 | 2 |About 4.0 PYs devoted|Trader educatfon shown to be a sig-|
|seminars, meetings and materials for i |  |to consumer/trader  |nificant determinant of trader compj
|traders, trade organlzatfons, consumers | A Jeducatlion In 1986/87.] (1ance. |
Jand consumer organlzations. Includes ] [ i |
i |

|private meetings between fleld staff and] | |
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] Technlque

] Descriptlon/Examples

| Frequency of Use | P*|

Resources

Comments on Effectlveness

1.5 Performance standards

1.6 Ltalson/consultation
{scheduled)

i —— ——— S E—— ——— ——— — —— —— — S ———— m——

}1.7 Advice/counselling/
|opintons

|

|

!

|

]1.8 Compllance policy
| (pubitc)

|

11.9 Public criticism

12.0 Interventive Approaches:

l
]2.1 Information letters/
Jvistt

l
l
_l
I

|1ndustry for the sole purpose of educa- |
Jtlon (not enforcement). Includes prepar-|
1ng, setting up, manning and takling down|
|displays, Informatlon booths, etc. ]
! |
| Incorporated as part of Reguiations, e. |
lg. mitk fat content allowed In cheeses; |
voluntary standards such as care label- |
|1ing and Canada Standard Sizing pro- |
|grams. |
| B
| Industry/government comm!ttees meet to |
|discuss departmental activitles e.g. ]
|inter-sectoral working group on nutri- |
|tional labelling (Inciuded Industry, ]
Jconsumers, health professionals, etce). |
! I
|Undertaken in the course of education |
Jactivitles (1.4 above) and In the courss|

lof Inspectlon activities. ]
le.g. food advertising pre-clearance and |
|food label reviewing activitles. ]

—— St — s

|
|Letter or contact with the trade noting |
|speciflc requirements of the legisiatlon]
|but making no warnings as to more strin-|
|gent action. Undertaken !n the case of |
la first offence or minor Infraction (e. |
lg. Incorrect size or type on label de- |
|ctaration). ]

P priority ranking {n use (highest Is 5).
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i Technlque | Descriptlon/Examples | Frequency of Use | P¥*| Resources i Comments on Effectiveness |
I I |

2.2 Regulator correctlon | Inspector reconditloning shell eggs, ] 520 | 1

] |frult or vegetables which falled grade. |

| |Branch prefers that the trader undertake]
| jreconditionlng of lot.

j2.3 Regulatee correctlion |Trader correction Is correctlon of vio- |

| |latlve product prlor to resate by the
|trader, e.g. sale of product not permit-|
[ted In store untli advertlising correc—
[tion made (see also 3.6 below); trader
|relabels mlsiabelled meat cuts durlng
| Inspection; etc.

|and during Inspections.
le.g. show trader methods for accurate
{net quantity verlfication through proper

|

I

I

|

I

I

|2.4 Technlcal assistance |Provided 1n response to trade request
I

|

I

| juse of scafes.

!

|2.5 Self audlts/Inspections

2.6 Government audlts

i
!
|
!
|2.7 Examine f1lings |
! |
! |
| |
I |
|
i
|
I
|

|2.8 [Incentives (flnanclal/
| tax)

]2.9 Llcences/permits/exemp—
}tions

]2.10 Warnlings (verbat)

P* priority ranking In use (hlighest Is 5).

Joral warning given to a dealer which
i specifies the nature of the viotation

[

P11

I

I

i

I

P34
! -

I
| P
i [
! I
| P
! I
i P 1]
| [
! -
! I
| .
| I
I I
| I
] I
! [
|About 8,550 label | |
lreviews and 14,000 | |
|ad reviews handied | |
]1n 1986/87. I
i P
] .
! .
! P
! I
| P
| I
| 4737 | 2 |
I I
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] TechnTque ] Descr1ption/Examp les | Frequency of Use | P¥*| Resources ] Comments on Effectiveness |

|tn question, the specific legislation |
Jand expliclitly advises the trader that |
|more stringent action may be consldered |
|1f the situation Is repeated or Is not |
lrectified. |

| !
2.11 Inspections |Principal activity of Branch. Vislts to |About 34,000 Inspec-| 5 |Time devoted to Ins- |Frequency of Inspection Is partlc-

Jestablishments at all 4rade levels (l.e.|tions in 1986/87. |pections was about jularly Important for quantity com-

manufacturing, Import/wholesale, retall,] ]46.1 PYs In 1986/87 |pliance.

Jetc.), for compllance with several Acts, | |with a further 17.9 |

|Regulations, and programs focussing on | |PYs for Inspectlion

|quantity, quallty & labeliing of con- | | support.

| sumer products. Cooperation with Health]

& Welfare, Agriculture Canada, Fisherles]

|Oceans, and Canada Customs.

— — it St ot

— . s S - ——— ———t —— T it S —— it ittt

|2.12 Self certification

|2.13 Third party monitoring

!

|

|

I

|

!

|

]

|

{3.0 Enforcement Approaches JAll enforcement ac- |
| {+lons used about 22.2|
! |PYs 1n 1986/87. !
| |
|

]

]

]

!

]

|

|

]

|

!

|

|

} |

—— S a—— S ——— T wnp S moing T

|3.1 Refusal at entry |Refusal by Customs (see 2.11) of textlle] 148 | 1
] Jarticles where fibre content Is mis- ]
] represented. |
| I |
3.2 1nvestigations |Suspicion of fraud. Laboratory program | 1

] | for compositional analysis of packaged |
|goods e.g. frozen vegetables of correct |
|grade etc. Inspectors screen with mi- |
Jeroscopes, perform gold analysts, check |
|textile fibre content on site; examine |
|for documentary evidence. |

|

l

3.3 Warnings (written) JA formal written notice to a dealer

! |
| |
! I
| |
! I
| I
I |
! |
! |
I |
I I
! |
| |
! |
I l
! |
! !
! !
I |
! |
! !
! I
I I
I |
! !
! I
I I
! !
I !
| |
! |
I l
I !
I I
I |
! !
! |
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2 Wri{tten warnings shown to be an ef-

P* priority ranking In use (highest Is 5). «+«CONTINUES NEXT PAGE«s«s



] Technlque ] Descr1ptlon/Examp tes | Freguency of Use | P¥{ Resources | Comments on Effectlveness |

|fective tool, especlally for label-

] Juhich speclfles the nature of the
|{1ng compllance.

|

Jviolation In questlon, the specliflc |
|legistation and sectlons violated, and |
Jexplicitly advises the trader that more |
|stringent actlon may be consldered 1f |
Jthe situation 1s repeated or Is not rec-]
|t1fled. |
|E.g. presence of a prohlblted component |
]1n a food (per Food & Drugs Act). |
I

3.4 Show cause hearlngs ]A meeting (formal or Informal) Is held
lat district offlces with trader as a
|more serlous follow-up to written warn=
] Ing. Record of proceedings s kept on
|file. This is the last step before
|prosecution. A relnspection date Is set

|
!
|
|
I
I
|
|
I I
! I
! !
I I
! I
| |
| !
| [to verify results. |
| I
I I
I !
| I
I !
I !
| I
!
I
|
|
|
|
i
!
!

|Tends to be very effective since
|most traders would prefer to avold |
|the trouble and expense of golng tol
court.

300
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!
I
3.5  AVCs/undertak Ings ]
!
3.6 Trader commltment |Agreement by a dealer to correction of
lalt future productlons or shipment of
]goods, wlthin a mutual ly agreed perlod
Jof +ime. Thls Includes next (abel print-]
}Tng, next Importation or any other per- |
|1od of tIme agreed upon with the Inspec-|
|tor, Including newspaper and magazine |
lads, while allowlng continued sale of |
lexIsting product (1.e. sale of products |
|1s permitted to contlnue without correc-|
|ttons made - see Ttem 2.3 above). ]
| |
|3.7 Voluntary disposal/re- |The trader, 1n the presence of the In~ [1423 + 1415 + 33=
moval |spector, has removed the violatlve Items] 2871
| |for sale and disposed of them (e.g. ex~ |(see Descriptlion).
] |ported, destroyed, or sent to charltable]

|
|
I
|
I

|Trader commltment shown to be an
leffective tool, especlally fok
[tabe(ling and product quallty com-
|pl1ance.

14618
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i Technlique ] Description/Examples | Frequency of Use | P*| Resources ] Comments on Effectlveness |

| jorganization). ]
] |e.g. recall where retaller sells goods |
i |for which fibre content not identified. |
| |Yotuntary disposal (1423 cases), trans- |
| ) |fer of goods (1415 cases), and recall |
] | (33 cases). ]
| B! i
|3.8 Orders/dlirectives i
| i
|
I
I
I

|
l
|3.9 Ticketing |

|3.10 Selzure/detention/for- |Selzure and detentlon actlons taken to 1288 | 2
| felture |ensure control of the product and/or

i Jwhere alternative actlons have falled tol

| |maintaln control. ]

] |e.g. forfelture at wholesale level where|

| |standardized food does not meet composi-|

] |t1onal requlrements per Food & Drugs ]

| |Act. ' |

| I |

|3.11 Injunctions | ]

| | | ,
|3.12 Prosecutions (or recom= {Thls Is the last resort falling response] 59 | 1
|mendatlons) |to wrltten warning and show-cause hear- |

| |1ing (see above). ]

| |e.g.Repeat Infraction where wholesaler |
| |uses common name for a food In a mls— |
| |leading manner (per Food & Drugs Act). |
| | |
|3.13 [Intervention In court | ]
Jaction | ]
i ' | |
|3.14 Flines/Court orders/Im- |Flnes are common as a result of prose- |
| prisonment Jeution. ]

I

|

|

I I

|3.15 Cost recovery (civil) |
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Given the complexity of the compliance program, it is
convenlent to describe compliance techniques used under
three headings: inspections and enforcement; complaints and
enquiries; and trader education and consumer information.

Inspections are undertaken to ensure that a high degree of
compliance i1s maintained at various trade levels. Consumer
Products inspectors located in district offices have
responsibility for undertaking these inspections and
enforcement activities. Inspections at the district level
are gulded by national and regional priorities.

A visit to an establishment, other than one which is
scheduled or planned, may be lnitliated for a number of
reasons, including a complaint, a referral from another
region or government agency, a follow-up to a previous
visit, a sample pick-up or a problem-products blitz. The
activities which may form part of an inspection include
inspection of products for compliance with quality, quantity
and/or labelling regulatory areas and undertaking of enfor-
cement actions such as providing trader correction, giving
oral warnings and seizing and detaining products.

Increased emphasis is being placed on comprehensive inspec-
tions which focus on the identification and correction of
fraudulent or deceptive violations which have an impact
which cannot be assessed by consumers. In-office enforce-
ment activities may involve product evaluations or label
reviews, advertising reviews, writing letters (for informa-
tion and warning purposes), preparing educational materials
and referrals to other regions or government agencles.

The sub-activity handles complaints and enquiries received
from consumers, industry, other government agencies and the
media concerning departmental activities, services and
legislation. Complaints and enquiries are useful in
isolating problems and trends in the marketplace,
ldentifying the need for new regulations, clarifying policy,
and changing inspection emphasis. This can facllitate

timely corrective action being taken in an important product
area.

The sub-activity also undertakes informational activities
such as the preparation and delivery of seminars, media
interviews, and meeting traders, trade organizations,
consumers and consumer organizations. The purpose of this
work is to develop a higher level of consumer and trader
avareness and understanding of legilslative requirements.
These information activities are performed as an alternative
to direct inspection for achieving marketplace compliance.

_ . - \- '- -
- - \- - v- ‘- - —
.




- 13 -

With respect to frequency of use, inspections, which are the
cornerstone of the compliance system, are the most
frequently used compliance technique. Other frequently used
techniques in 1986/87 were trader correction, information
letters, trader commitment, verbal warnings, written
warnlngs and trader education. Harder enforcement measures
such as voluntary disposal, transfer of goods and selzures
were less frequent but still important in 1986/87. Recon-
nendations for prosecution were relatively infrequent.

3.1.3 Costs and Effectiveness of Techniques

It 1s not possible to disaggregate avallable cost informa-
tion to make the linkages with all of the specific techni-
ques utilized by Consumer Products, but some information on
person-year costs by function and relevant outputs is avail-
able. In some cases, 1t is possible to get a rough idea of
unit costs in terms of person-years from this data.

The most comprehensive inforrmation available on relative
effectiveness of compliance techniques comes from a recent
Program Evaluation study which used Toronto as the site for
a pllot study. A random sample of 898 establishments was
selected from a list of establishments avallable in the
Toronto office files. The sampling strategy ensured that
establishments in all trade levels and product classes were
selected. Data on the history of compllance were extracted
from the establishment files. Information extracted from
the establishment files was recorded as data items for
inclusion into a database, and statlistical models were based
on these items.

The study developed basic models which related increases in
percentage compliance between consecutive inspections to a
number of explanatory factors. The major findings which
deal with program effectiveness are described below:

trader education, written warnings and trader commit-
nent as part of inspections are all effective instru-
nments in bringing about increases in labelling
compliance; i

the one enforcement action which is effective in
bringing about an increase in quality compllance is
trader commitment; ’

. both trader education and trader commlitment as part
of inspections are effective 1in bringing about an
increase in mean compliance for all regulatory areas.




- 14 -

These results indicated that what occurs in an inspection,

rather than the fact of an inspection itself, is usually the

most important factor in determining increases in compli-
ance. In relation to the area of quantity compliance,
however, the study found that the time between inspections

was an important factor in determining increases in compli-

ance. The positive effects of an inspection in quantity
compliance were less if the time between inspections was
large.

Actions such as trader education, written warnings and/or
trader commitment all have incremental effects on
compliance. Other mechanisms, such as oral warnings and
trader corrections, were not seen to have significant
impacts. In considering these findings, it must be
remembered that they are based solely on data from the
Toronto district and that the sample sizes employed were
relatively small.

3.1.4 Summary

Consumer Products uses a wide variety of instruments to
achieve compliance with the Acts and voluntary prograns
which it administers, however, the main emphasis in the
compliance program is on inspections as a means of monito-
ring, detecting, deterring and ensuring correction in
situations of non-compliance.

The information available on the cost of employing

techniques and the relative effectiveness of specific
techniques is limited.

Evidence availlable from previous evaluations suggests that
what occurs in an inspection, rather than the fact of an
inspection itself, is usually the most important factor in
bringing about increases in compliance.
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3.2 Yeights and Measures

3.2.1 Desgcription

Weights and Measures is responsible for accurate measurement
and equity in trade transactions based on measurement. The
sub-activity is responsible for administering the Weights
and Measures Act and some quantity provisions of the
Consumer Packaging and Labelling Act and the Feeds, Seeds,
Pest Control Products and Fertilizers Acts.
Strategic objectives for the sub-activity are:

t0 minimize inaccurate measurement;

to ensure equity in trade of commodities and services
provided on the basis of measurement;

t0 ensure that only legal units of measurement
defined in the Weights and Measures Act are used in
trade.

Velights and Measures is concerned with achieving high levels
of compliance (in some cases 100 percent) with:

standards of mass, vOlume and length;
requirements for new types of trade devices;

requirements for initial and periodic inspections of
trade devices;

requirements for traded services and commodities.

3.2.2 Compliance Techniques and Uses

Metrological control is accomplished through four principal
operations. Each of these involves using one or more
compliance instruments.

First, standards of mass, volume and length are calibrated
and certified in accordance with a legislated schedule to
achieve and maintain uniformity of measurement in domestic
and international trade. Reference standards are traceable
to NRC primary base units of measurement.

Second, new trade devices are examined and tested for
compliance with legislated requirements intended to ensure a
population of trade devices that are reliably accurate and
t0 minimize the possibilities of fraudulent device usage.



COMPL IANCE TECHNIQUES

WEIGHTS AND MEASURES

|‘ Technlque ] Description/Examples | Frequency of Use | P¥| Resources ] Comments on Effectiveness |
| | | }

|1.0 Information Approaches: | ] ]

| | | i

[1.1 Moral suaslon | | |

| | i |

J1.2 Consultation on rules |Dealing with Industry assoclations of  |The "1" shown In the| 1

Jdevice manufacturers and business users |next column shows |
fon new speclficatlions and rules. Recent~|the low Intensity ofj

|1y Introduced new speciflcatlons In jresource use. In ]
consultation with Propane Gas Assocla~ |terms of Tmportance }
{tlon of Canada. |this technique 1s |

I jranked hlghly by
i |program management.
} |
1.3 Information | tnformation brochures, etc., may be ]
}1ssued during an Inspection or In res- |
[ponse to an officlal request (l.e. Com |
iptalnts & Enquiries). |
i |
1.4 Education }tavolves pfepara+!on and delivery of ]
|seminars, meetings and materials for ]
|+raders, irade organizatlons, consumers |
jand consumer organizations. Inciudes i
|private meetings between fleld staff and|
| Industry for the sole purpose of educa- |
J+ion (not enforcement). Includes prepar-|
ing, setting up, manning and taking down}
jdisplays, Information booths, etc. ]

I |
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|
] 1
I
|
|
|
|
|
|
I
I
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| Technlque

] Description/Examples ]

Frequency of lUse

I P*l

Resources

Comments on Effectlveness

}1.5 Performance standards

[1.6 Llalson/consultation
} tscheduled)

|

|

I

|

|

}1+7 Advice/counselling/
fopInions
|

}

]

I

{1.8 Compllance pollicy
[ tpubltc)
!

{1.9 Public criticism

}2.0 Interventive Approaches:

|2.1 Information letters/
jvisits

i
]
]
]
|
¥
}2.2 Regulator correction
]
]
|
|

2.3 Regulatee correction

[Scheduled seml-annual meetings are held |
Jwith some Assoclatlons (e.ge. Canadlan |}
JAssoclation of Scale Manufacturers) to |
jreview problem areas and concerns and to}
discuss possible new reguiations as ap- |
{propriate. |
I |
|Manufacturers and users request opinlons|
jon the design and performance features
Jof measuring devices and systems prior
jto manufacturing the device or instal-
|11ing the system.

— ——— ———— et i —

JUsed to Induce complilance, mostly for
{commodity quantity infractions where it |
|1s deemed that further Information may |
Jbring about Improved compliance. Often |
fused to Inform more senlor levels of a |
| firm about operational problems of whichi
[they may not be aware. j
| !
|Adjustments made by an Inspector which |
|are considered minor In nature (such as |
jzeroing/levelling scale). i
| |
[When a device s found to be out of

jtolerance a Notlce of Non-Complilance
Jreport 1s Issued and the device tagged |

|
|
|
|
|
t
|
|
|
|
|
|
|

* Priority ranking In use (highest 1s 5).

[60-65 thousand
|expected FY87/88.

—

N

N

N
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i Technique

] Descrlption/Examplies | Frequency of Use | P¥*| Resources i Comments on Effectlveness ]

!
|

2.4 Technlcal asslstance

!

— e —— o

j2.5 Self audits/inspections
!

2.6 Government audits

{2.7 Examlne flllings

i

}2.8 Incentives (flnanctal/
jtax)

|

2.9 Llcences/permits/exemp-
jt+ions

}2.10 Warnings (verbal)

2.11 Inspections

" - —— — —r— S——— —r— " w—res w—r— ——— v—re

for repair and relnspection.
|
JAdvice Is provided on request to help
jtraders bring devices or quantities of
|pre-packaged goods Into compliance.
jLists are avallable for alternative
iparts suppllers and repalr outlets as
jappropriate.

I
|
i
!
|
|
|
|
I

G T S —— —r— qo— S—— o —r" g w—r—" v—rv — ——va —

|

]

i

i

f

|

|

}

|

|

i

i

i

]

i

f

|

|
|New or prototype trade devices are ex- |About 340 approvals |
jamined and tested for compllance under |ln 1986/87. i
jcontrolied conditions. ] i
! i |
i i |
]

i

|

!

f

}

]

|

i

|

|

|

}

|

jConducted during lnspector's exit Inter-|

jview where warranted, such as In cases |

jof repeat of fenders to Indlcate that i

|prosecution may be pursued 1f record }

jdoes not Improve. |

i |

{Principal activity of the Branch. ftn 1986/87 there
[Device Inspection types Include: Initlaljwere about 286,000
| factory inspectlon; Inltial fleld In-  jdevice Inspectlions
|spection; zone Inspection; control Tn- land about 3,400
|spection; complalnt Inspection; request |estabilishments vis-
} tnspection; and re~inspection. | ited for commodity
|Commodities are also Inspected for net |compliance Inspec~
|quantity compliance. [+ions.

* Priority ranking In use (highest Is 5).

—— T —— T qppr S gt et gt S e v ——— ——rvn S o w—
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|About 6 PYs were usedjSince approvals ensure devices are
Jon approvals In 1986/}f1t+ to perform the Intended uses,
j1987. [they are highly effective for this
|purpose.

i

f
|
|
|
I
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JAbout 59 PYs devoted }Initlal Inspectlons ensure that all]
|to device inspectlons|devices are in compllance before |
jand 3 PYs to commod- }belng put tnto trade use and are |
jity inspections In  |highly effective. Evldence suggests|
j1986/87. |that periodic lnspections are i
i Jeffective In bringing about com~ |
] |piiance. |

!
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i Technique ] Descripttion/Examp{es | Frequency of Use | P¥| Resources | Comments on Effectlveness

|
{2.12 self certlfication

j2.13 Third party monltoring

|

3.0 Enforcement Approaches

[3:1 Refusal at entry

I |

- — ——— —— — —— t——

W i B e s G TS G B s S G ot vt

jd1scretion where a minor offence or
{deviation from acceptable tolerances
jex1sts, which 1f required to be correct-|
jed would cause major disruptlon and In- |
Jconvenlence. Typlcally used In an In~- |
j1+1al 1nspectifon when rejection of the |}
jdevice may preclude the opening of bus- }
|Tness. A short time for correctlon |
J(usually a week or two) s agreed upon. }
|Conducted during ex1t Taterview where |
{warranted. }

|

i

}3.2 Investlgations }An Tnvestigation 1s undertaken when 2
' | fraudulent device usage 1s suspected.
{The device Is often In comp!lance, but
[1s dellberately manipulated to cause
}over or under measurement.
i
3.3 Warnlings (written) jThis 1s simllar to the Information let— |} 1
jter with the addit+lonal threat of prose-}
jeutlon 1f complliance record 1s not Im |
[proved. |
| |
3.4 Show cause hearlings ] |
i |
AVCs/undertak ings | |
| ]
3.6 Trader comm]tment {informal procedure used at Inspector's |Rare. 2
t
|
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* Priority ranking Tn use (hlghest 1s 5). ’ «++CONTINUES NEXT PAGE...
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|3.8 Orders/directives

!

I |

| | I
| |

|A

i

] Technlque ] Description/Exampies | Frequency of Use | P¥] Resources i Comments on Effectiveness ]
}3.7 Voluntary disposal/re~ |Usually when owner of device agrees to | | 2
fmoval | forfelt a selzed device or agrees to ] i
i mark a non-compllant device "Not for Use] I
i |1n Trade". i ]
|
I

]3.9 Ticketing

l !

- |3.10 Selzure/detentlon/for- |Used In more serlous, repeat offender 2
| felture Jcases and atmost always In cases of non |
| |-comp{lance for net quantity Infrac- }
| }+1ons. Use or release Is not allowed un-}
] {+11 Infraction has been corrected. i

| |

|311  injunctions |

i |

|3.12 Prosecutlons (or recom- |Prosecutions are undertaken for serious
|mendations) |cases of repeat device non-compllance,
] {where the Inspectlon record serves as

| |+he primary evlidence and in cases of

| | fraudulent devlce use pursuant 1o an

| | Investigation.

b !

{3.13 Interventlon In court |

Jaction ]

| |

[3.14 Fines/Court orders/Im— |Leglislatlon provides for penaltles

| prisonment jupon conviction.

| |

|3.15 Cost recovery (civil) |

| {

| |

—
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Third, all approved devices are inspected before they are
used in trade, and periodically thereafter as discussed

below, to ensure they continue to comply with prescribed
tolerances and are not being used in a fraudulent manner.

Fourth, commodities and services traded on the basls of

neasure are lnspected periodically to ensure they are
measured and priced accurately within prescribed tolerances.

Field inspections often involve the use of complex equipment
and certified standards of mass, volume, or length. The
inspection work is planned using two distinct approaches.

One approach 1ls general and is usually planned by geographic
zone, or device or trade group (zone inspections). This
approach ls intended to detect non-compliance, to improve
compliance by maintaining a presence in the marketplace, to
act as a deterrent to careless and fraudulent practice, and
to identify specific problem areas for subsequent resolu-
tion. The other approach is selective and concentrates on
real and significant problem areas which have been previous-
ly identified (control inspections).

In addition to the initial, zone and control inspections,
other inspections are undertaken for specific purposes,
namely: ‘

request inspections -~ inspections conducted at the
request of a trader;

relnspections - reinspection of non-compliant devices
following repair/recalibration by owner;

. complaint inspections -~ inspections responding to
specific concerns railsed by individuals or firms;

standards calibration - calibration and certification
of CCAC and some industry standards which are used by
the department;

approvals - inspection of devices on conditional
approval.

Enforcement action is always taken where the error is beyond
allowable limits and in favour of the trader. This action
involves increasingly severe enforcement instruments to
achieve compliance. These instruments include written
wvarnings, voluntary disposal or removal, device selzures or
prosecutions. In addition to inspection and enforcement
activities, significant effort is put into trader and
consuner education including seminars, llaison, consulta-
tions, advice, counselling, advisory opinions and technical
assistance.
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In terms of frequency of use, inspections are by far the
most frequently applied compliance technique. The most
often used inspections are zone and initial factory inspec-
tion followed by re-inspection, control, initial field,
request and complaint inspections. Standards calibrations
are very frequently used but approvals for new or prototype
devices less so. Notices of non-compliance and trader
correctlon are the most frequent follow-up activity.

3.2.3 Costs and Effectiveness of Technigques

Some information on resource utilization and outputs for key
Branch functlons 1s avallable. These sources do not,
however, provide information at the level of all individual
techniques since this information is not collected for the
MIS. In addition, as part of a study done jolntly by the
Branch and Program Evaluation, detalled cost estimates were
made for elight activities (initial factory, initial field,
zone, control, complaint, request, and re-inspections plus
standards calibrations) for twenty-six device classes.

¥eights and Measures uses a proactive approach to the
prevention, detection and correction of non-compliant
devices and ilnaccurately measured commodities. Compliance
ls predicated on ensuring that only approved and certified
devices are used in trade and on maintaining a vigorous
level of enforcement. A basic premise of the compliance
strategy is that the higher the proportion of the device
population inspected, the higher the level of compliance
that can be achieved. The purpose of field inspections is
to detect and deter non-compliance since most buyers and
sellers are unaware when non-compliance occurs.

With respect to the effectiveness of the techniques used, it
is best to briefly consider individually each of the four
main functions:

. calibration of standards of mass, volume and length -
at the present time the Branch is responsible for the
callbration of some 70,000 standards each year
including weights, liquid measure and volumetric
proving equipment. This activity is highly effective
in ensuring that a system of common, consistent units
of measurement are disseminated throughout the
country. However, this function is not a set of
compliance techniques, but rather an essential
precondition of a welights and measures system;

. approvals - the examination and testing of new trade
devices to ensure their conformity with regulations
and specifications for design, performance and
installation 1s highly effective in ensuring that
welghing and measuring devices are suitable for their
intended uses. Approvals are used to fully evaluate
devices for all performance/design requirements under
variable or controlled conditions;
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. device inspections - initial inspections are under-
taken before a device 1ls put into service. They
assure that devices are working properly before being
put into trade use and are highly effective for this
purpose. Devices are also inspected periodically to
ensure that the devices and their usage are in
compliance. Data from re-inspections indicate that
devices found in non-compliance are usually brought
back into compliance as required;

commodity inspections - commodity measurement is used
to determine whether or not measured commodities
comply with net quantity requirements. They thus
capture an additional dimension of the buying and
selling process, since devices which are in
compliance may still be improperly used resulting in
inequity of measurement. Program management believes
that this is a failrly effective tool although little
hard evidence is availlable.

3.2.4 Summary

Metrological control is accomplished through four main
operations: calibration of standards; approval of new trade
devices; initial and periodic reinspection of trade devices;
and inspection of commodities and services. Inspections are
the most frequently used compliance technique.

Cost information is availlable for certain key functions, but
not for every technigque employed.

Available evidence, much of it qualitative, suggests that
techniques currently employed are effective in bringing
about compliance.
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3.3 Bankruptecy
3.3.1 Description

The Bankruptcy Act of 1949 was designed to equitably resolve
the interests and claims of insolvent debtors, creditors,
and the general public. The Act aims to relieve the
bankrupt of his debt burden and return him to economic life
in a rehabilitated state. Protection is afforded to
creditors in order to maintain confidence in the integrity
of the financial credit system.

Strategic objectives of the Bankruptcy sub-activity are:

to restore resources locked up in insolvencies to
more productive uses;

to ensure falir and equitable treatment of debtors and
creditors;

to prevent fraud in insolvent estate administration.

Bankruptcy attempts to gain high levels of compliance with
such matters as:

duties and responsibilities of bankrupts;
duties and responsibilities of trustees;
creditors claims.

3.3.2 Compliance Techniques and Uses

Compliance with the Bankruptecy Act is maintained through
four main-functions. First, the Bankruptcy Branch super-
vises the administration of bankruptcy estates. Actual
administration of bankruptcy estates is handled by the bank-
ruptecy trustees who are private sector individuals, frequen-
tly members of firms. Specific activities or techniques
employed by the Branch as part of supervision of estate
administration include registration of estates, examination
of debtors (called for in the Act but only performed in some
B0 percent of cases owing to resource limitations) to ensure
that disclosure is complete and accurate, chailring creditor
meetings, referring debtors to trustees, investigating
suspected abuse and making referrals to the RCMP as appro-
priate. The Supervision of Estate Administration (SEA)
program is designed to ensure adequate levels of compliance
with requirements of the Bankruptcy Act.

Second, Bankruptcy verifies and enforces trustee compli-
ance. Trustees are trained and examined by the Bankruptcy
Branch and are licensed (and may be delicensed) by the




COMPLIANCE TECHNIQUES

=SRESES===ZC

! Description/Examples | Frequency of Use |

P*| Resources

———n

1.0 Information Approaches:
1.1 Moral suasion

1.2 Consultation on rules

1.3 Information

1.4 Education

1.5 Performance standards

11.6 Lliaison/consultation
| { scheduled)

!

[1.7 Advice/counselling/

!
l
l
!
l
l
] !
[Joint Committee on Bankruptey (JCB) {
lincludes trustees and meets quarterly tol
|discuss bankruptcy issues and to make |
|recommendations to the Superintendent |
lof Bankruptey. {
| |
|Brochures made available to public, |
[response to public enquiries. |
! !
|Branch works with Canadian Insolvency |
|Association on professional development |
|and training seminars for trustees. |
! |
|Superintendent issues Directives to l
{trustees indiecating expected conduct and|{
|offering clarification on technical mat-{
[ters. |
|
|See 1.2 above re JCB.
|
|

|Responses given to process participants’
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P* is priority ranking in use (highest is 5)

|
[About 12 PYs For all

{information ap-
{proaches.
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| Technique { Deseription/Examples | Frequency of Use | P¥| Resources | Comments on Effectiveness }

lopinions {questions concerning specific estates.
| [0fFicial Receivers visit trustees and

| [counsel them on how to better comply

| _lwith Branch requirements.

| |0Fficial Receiver maintains continuing
]
]
|

Jcontact with trustee through Supervision
|of Estate Administration program.

|
|
|
|
|
|
]
| |
!
i
|
!
!

[1.8 Compliance policy {

| (public) |

| |

[1.9 Public eriticism |Ihsolvency Bulletin lists convictions 1
| {and sentences given.

{
{About 85 PYs fFor all

|2.0 Interventive Approaches:

{interventive ap-
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|
|
|
|
|
|
!
!
i
|
i
I
|
]
|
|
|
!
|
{
|
|
|
|
|
l
|
|
l
{
|
|
!
|
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|
|
!
|
|
!
!
]
!
|
!
|
l
!
|
|
!
l
|
]
l
|
|
|
|
|
]
{
]
{
|
|
|
]
|
l
]

|
|
H { |proaches,
l H {
{2,1 Information letters/ { |
|visits | |
| | |
12.2 Regulator correction { |
i | !
2.3 Regulatee eorrection { |
! | l
[2.4 Technical assistance {0fFfieial Receivers offer counselling to 2|
| {trustees e.g. correct method for ealcu- |
| [lation of interest; allocation of in- |
{ {terest income between estate accounts. |
| | |
{2.5 Self audits/inspections | {
| | |
{2.6 Government audits [National Audit Group examines trustees 34
! |to verify eompliance with Act. |
{ | | ! |
[2.7 Examine filings {OfFicial Receiver reviews documents sub-{In 1987/88, the 54 {Basic premise of Branch is that
| {mitted by trustee per Act upon applica- [Branch was involved { {compliance can be increased by en-
P* is priority ranking in use (highest is 5) ««CONTINUES NEXT PAGE...




Technique

{ Description/Examples

| Frequency of Use

| P*{ Resocurces

Comments on Effectiveness

I

|
]
!
!
!
!
]

|
12.8
[tax)

|
12.9

Incentives (financial/

Licences/permits/exemp~

{tions

|

i
12.10
|

|

1

|
12.11
|
12.12
[
{2.13
i
[3.0
|

3.1
1
13.2
|
13.3
|
3.4
|
13.5

P* is

Warnings (verbal)

Inspections
Self certification
Third party monitoring
Enforcement Approaches
Refusal at entry
Investigations
Warﬁings (written)
Show cause héarings

AVCs/undertakings

[tion for discharge and submits Letter offwith some 33,000
{fFilings, 18,000 ex-|
{aminations, 18,000 |

[Comment on findings to the Court.
[Ongoing examination of estate documents
[through Supervision of Estate Adminis-
{tration program.

|
!
!
I
|

!

|Trtustees licenced by Minister CCAC on
{adviee of Superintendent. Annual renew-
lal.

|

{OR warns errant trustee and Braneh may
|advise Canadian Insolvency Association
{af trustee problems to press for correc-
Ition of behaviour or practices.

|
|
!
|
|
|
!
|
!
!
|
!
|
!
l
!
|

priority ranking in use (highest is 5)

fimeetings of credi-

{tors and 30,000 let-{

{ters of comment.

!
|
!
!
!
|
!
|
!
|
|
!
|
|
!
!
|
!
|
]
!
]
!
!
|
!
!
|
|
]

!
l
[
!
l
|
!
|
|
!
!
!
!
!
]
!
|
!
]
|
!
!
!
|
!
!
!
!
|
!
|
|

[About 12 PYs for all
|enforcement ap-
|proaches.

|

—— . - — o —

[suring adequate level of visibility{
|for key functions. For increasing |
Ithe level of key techniques/outputs]
{listed to the left, there seems on |
Ithe basis of qualitative informa- |

{tion to have been improvements in

|campliance.

!
!
!
|

|Licences are tevoked/suspended

{although rarely for impraper
{trustee behaviour.

—em A ha e e R e e e SR G G e S v S ey St wmm e

|
|
|
]
|
|
i
!
I
|
|
]
|
|
|
|
!
]
]
|
!
]
|
!
]
|
|
|
|
|
|
]
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! Technique | Description/Examples { Frequency aof Use | P¥| Resources | Comments on Effectiveness {

|3.6 Trader commitment

|
[3.7 Voluntary disposal/re-
{moval

[3.8 Orders/directives

!
|
|
[
|
|
!
| |
!
|
|
|
i
i

[3.9 Ticketing
|
[3.10 Seizure/detention/for-
{ Feiture

|

13.11 Injunctions

| |

[3.12 Prosecutions (or recom- |Branch submits Investigation Order to 1
{mendat ions) |RCMP who investigate and lay charges if

{ |sufficient evidence found.

| i

{3.13 Intervention in court |

laction |

| |

{3.14 Fines/Court orders/im- |Provisions made in Bankruptey Act; Crim- 1

| prisonment {inal Code also applies re fraud.
i : l
[3.15 Cost recovery (eivil) |
i i

!
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Minister of CCAC on the recommendation of the Superintendent
of Bankruptcy. The SEA program mentioned above together
with the work of the National Audit Group play major roles
in monitoring and verifying trustee performance. General
direction is provided to the trustees through detailed

~directives issues by the Superintendent. Corrective action

is taken when monitoring activities indicate problems with
trustee management of a given estate.

Third, Bankruptcy provides information on bankruptcies and
the bankruptcy process. The key source of bankruptecy data
is through the collection of various types of information
pertaining to the bankrupt and his or her financial

affairs. This information is used to create a file for each
estate and to produce aggregate bankruptcy statistics. This
information is made available to the credit community and
other interested parties through the Canada Gazette, the
Ingolvency Bulletin, the Report of the Superintendent of
Bankruptcy or directly from the Branch. The Branch also
participates in presentations, conferences and seminars to
provide information on the bankruptcy process to interested
groups.

Fourth, Bankruptcy handles a large number of ingquiries and
complaints. These serve to ensure that appropriate informa-
tion is made available to the public and serve as a source

of information on possible abuse.

The most frequently employed compliance techniques include
filings of statements of affairs and examination of debtors
using the filings as a starting point in the examination.

3.3.3 Costs and Effectiveness of Techniques

Relatively little quantitative information is available on
the cost and effectiveness of compliance techniques used by
the Bankruptcy Brancih. One reason for this is that
Bankruptcy as currently administered is not primarily a
compliance system but is concerned with the provision of a
government mandated service to individuals and firms.

Some information on person-years employed and outputs is
available for key functions of the Branch. From this
information, one can get some idea of the cost of delivering
certain outputs.

During interviews, it became clear that the techniques
employed by the Branch to ensure compliance with the
Bankruptcy Act are felt to be quite useful. However, at
this time there is little quantitative evidence of the

-effectiveness of Branch activities.
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3.3.4 Summary

Of the sub-activities examined, Bankruptcy conforms least to
the usual idea of a complliance program, but there are impor-
tant areas in which Bankruptcy seeks to lncrease complliance
of private sector agents including debtors, creditors and
trustees. The most frequently employed compliance techni-
ques are fllings of the bankrupt’s statement of affalrs and
examlination of the bankrupt.

Little quantitative information 1s available on the costs or
effectiveness of the technlques employed.
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3.4 Corporations
3.4.1 Description

Corporations is responsible for the administration of a
number of Acts including most importantly Canada Business
Corporations, Canada Corporations, Boards of Trade, Canada
Co-operative Associations and Trade Unions. The Canada
Business Corporations Act, which is at the core of the sub-
activity’s work, regulates the creation and existence of
federal business corporations.

Corporations Branch has two principal strategic objectives:

. to regulate the creation and existence of federal
corporations;

to maintain order and fairness in the corporate
environment.

Corporations work is concerned with achieving high levels of
compliance in such areas as:

incorporation and amendments to articles;
. corporate names;

financial disclosure;

annual returns;

prospectuses;

insider interest reporting;

proxy solicitation circulars;

take-over bids.

3.4.2 Compliance Technigques and Uses

Corporations provides government mandated services to firms,
organizations, the business community and the general
public. The quality and quantity of this service is heavily
dependent on its compliance system.

In discussing compliance techniques, it is useful to distin-
guish between statutory shareholder protection provisions
and statutory filings. The approach to statutory share-
holder protection provisions takes into account the fact
that they are partly self-enforcing. Minority stockholder
rights are protected through review of complaints,
documents, media reports and court applications with



COMPLIANCE TECHNIQUES

CORPORATIONS

{ Technique ! Description/Examples { Frequency of Use [ P¥| Resources ! Comments on Effectiveness {

| | ! |

{1.0 Information Approaches: | | |

! l | |

{1.2 Consultation on rules {Consultation on potential ehanges to thei [ 1

| ICBCA, .CCA and Regulations. | ]

! leg: Uniform Insider Trader Report | |

! lconsultations over past year. ! |

| | ! |

[1.3 Information [Information kit on exemptions, how to | Continuous; also | 1 |Insignifieant costs.
|

1.4 Education

1.5 Performance standards

1.6 Liaison/econsultation

|
{
|
|
!
|
]
|
!
|
!
!
|
{
!
!
]
! (seheduled)
]

* Prioritv rankj in vighe ig 5) CON NE GE.
-HWW“W---—--.-----'--

{fill out forms, names, ete. In addition |the Braneh handled
[Braneh is responsible for statutory {some 163,000 statu- |
|Filing and provision of ecorporate infor-ltory filings and |
|mation. These tools are aimed at im- {139,000 requests forl
|proving decision making in the market [corporate informa- |
[but also improving compliance by encour-[tion.

laging self-enforcement. |

| |

|Seminars held across country to explain [Up to 5 times (ex-
{new legislation. [plaining the legis-
leg: Director's speech to Institute of [lation).

|Corporate Secretaries. |

[Contact with Canadian Institute of Char-|

ltered Accountants (self-enforeing). !

| !
{ !
| !
|Canadian Assoeiation of Corporate Law |
|Administrators (CACLA) annual confer- |
[ence with provincial counterbarts. |

— T - rvn T v TS reem W mea ma e W -

Insignifieant costs.
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|
!
|
|
|
|
|
!
|Responds to all requests.
|
l
|
!
|
|
|

1

{Careful targetting of the events
Iresults in high interest and reten-
{tion of informatien and awareness.
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| Technique

{ Description/Examples

Frequency of Use

[ P#| Resources

| Comments on Effectiveness !

[1.7 Advice/counselling/
lopinions

|
|
!
|
]
|
]
|

{1.8 Compliance policy

| (publie)

|

[1.9 Public criticism

|

|

!

12.0 Interventive Approaches
!

[2.1 Information letters/
lvisits

!

|

[2.2 Regulator correction
|

!

2.3 Regulatee correction
!

|

|

{2.4 Technical assistance
|

12.5  Self audits/inspections
|

|2.6 Government audits

{To advance the cause of uniformity.

|

|Review and comment on draft Court ap-
|plications re arraignments in view of

[Publication in Bulletin of corporations
leonvieted of Failure to send financial

| statements.
|
|
|

|'eminder notices to corporations re-

lquired to send Financial statements or

lannual returns.

!

|Correction of Filings with telephone
|assistance of regulatee.

|

|Voluntary correction of errors and
lomissions in proxy and take-over bid
leireulars.

# Priority ranking in use (highest is 5).

]
[

[Must determine once
lor twice per month
[Director's right to appear and be heard.|[whether Director's
|appearance is war-

{ranted.

[
|
!
!
!
]
|
|
!
!
|
!
|
|
!
!
!
!
|
|
!
]
|
|
!
|
|
!
!

5000

{Negligible (automat-
led).

|

|

|

|

1$1700 Postage (auto-
|matad and computer-
lized).

|

!
|
|
|
!
|
|
|
|
!
]
|

!
| !
|Very effective in antieipating !
|and avoiding problems of compliance]
land fairness in relation to trans- |
|actions with large economic impli- |
{cations, |
|Lawyers may informally advise the |
|[Branch of their intentions to ob- |
|tain an advance opinion if the |
Isituation may be contentious. |
! !
| |
| |
! |
[Bulletin eirculation somewhat |
[1imited. |
| |
| |
! |
| |
|Study showed that it produces {
|significantly higher compliance |
{rates. |
! !
| |
| |
! |
|0Ften used where pure clerical |
lerror is Found. |

|

|

|

|

|

|

|

-+ .CONTINUES NEXT PAGE...



| Description/Examples

Frequency of Use

| Comments on Effectiveness |

|12.7 Examine Filings

l .

!

]

|

[2.8 Incentives (Financial/
{tax)

|

[2.9 Licences/permits/exemp-
[tions

|

|

|

[2.10 Warnings (verbal)
:2.11 Inspections

:2.12 Self certification
:2.13 Third party monitoring

|

[{3.0 Enforcement Approaches
I

|

|

|
{3.1
|

1

|

1

[3.2 Investigations

Refusal

!
|
!

|[Examine proxy eirculars and take-over
[bid cireulars for eompliance with Act
[and Regulations.

l

l

!

{Grant exemptions from disclesure and
|other provisiens of the Act.
leg: Financial auditers.

|

|

|Applications and suggested names of

lcorporations refused under certain cir-

| cumst ances.

|

|

la)Investigation of Failure te send

| financial statements teo the Director
[and prosecution where evidence found,

li.e. if required documents to not arrive

[then it must be established that they

* Priority ranking in use (highest is 5).

!
|
!
!
!
1
]
!
!
|
]
]
!
]
{
{
]
!
{
]
!
!
[
!
|
!
!
l
l
!
]
l
|
|
!
!
]

550

450

800

| P=%] Resources
3 18y
3 1 PY

—— S e TR ey T e S— gy T s S m A oy S - . s —

|
[About 12 PYs were

{used on all enforce-
Iment techniques in
|1986/87.

|

!
{
|
!

|

3 {1 PY plus legal fees
|and Department of
{Justice resources.
t
{

T e e T amp e S Gy R ey S e M mwm S mas e e PR e, T e TR e T mvm TR mem e e R wwm SRE sam e

{ !
|Compliance rate is 90%. Corpora~ |
|tions are informed of deficiencies |
land immediate correction is achiev-|
led where eonsidered critical. |
!

|

|

|

[Essential to the objective of

{ Fairness in the corporate environ-
[ment because it provides relief

| From strict application of the Act.

e S — — w—— A S — A e e e e
— e T hme G e e e SiE e SRR e TR m MM AR S WA e M e e . S

l
{Compliance rate is around 90%. Most]
|{over 50%) prosecutions result in |
leonvictions and the receipt of the |
| Finaneial statements. Fines are |
[very low ($100 to $200). {

++.CONTINUES NEXT PAGE...
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| Technique | Deseription/Examples | Frequency of Use | P*| Resources | -Comments on Effectiveness |
| |should have. An interruption in antici-| (| | |
| {pated paper flow triggers suspicion and | P! | |
| |leads to examination and seareh for | (| | |
| levidence. i P | |
| ! | (I ! !
| |b)Investigation of complaints concerningl 60 | 11 PY plus legal fees.|Some cases are very effective in |
! fother sections of the CBCA and CCA, in- | { | {contributing to the objective of |
! {cluding allegations of shareholder op- | | {order and fairness in the corporatel
| . |pression. | | lenvironment. In others, limited ]
! { i { { |powers in the statutes limit the |
{ | i | { {action that can be taken. {
i | i P | |
13.3 Warnings (written) |Corporate Services Division issues warn-f 111 | {
| ling letters through an automated system.| [ | |
| | | P i |
13.4 Show cause hearings | B [ { !
| ! i [ | i
3.5 AVCs/undertakings ! | [ | !
l | { [ ! |
13.6 Trader commitment i | | i | |
! | i I ! |
13.7 Voluntary disposal/re- | ! [ i |
moval | | I 1 | I
| | | 11 [ |
|3.8 Orders/directives . |Director can order ehanges of pame or | 21 | |
] |issue compliance orders as well as ex- | I i I
| {emption orders. i (I | | l
| i i I | i
13.9 Tieketing i i (I ! i
. | | I | |
13.10 Seizure/detention/for- i | I 1 | !
| feiture ! | I i ]
! i | P l {
13.11 Injunctions |Compliance orders obtained by the Dir- [Not used to date. {1 In/a {The mere existence of this power |
| lector from the Court ordering complianee| i { |seems to be sufficient to produce |
i with the Act.’ ' . I lvoluntary compliance without the |

| [

Ineed to threaten its use.

* Priority ranking in use (highest is 5). . 3 , .. .CONTINUES NEXT PAGE...




| Teehnique [ Deseription/Examples { Frequency of Use [ P*]| Resources { Comments on Effectiveness

!
i

!
[3.12 Prosecutions [Prosecution of corporations for failure | 74 | 2 [Included above. See 3.2 a) above.
l lto send Financial statements to the Dir-| [
l lector, Fines on convietion. | [

|

13.13 Intervention in Court  [Appearing in Court during the hearing [Extremely infrequent| 1 In/a

|
!
!
|
!
!
|
!
l
|
|
|
|
!
i

—m mE Mem Mem Mem Lem ENE e e FER ey e M e s e e e e v e

[Actions [of an application for an investigation [since most sueh (|

] lorder under s.222 of the CBCA (back-up [third party applica~] |

| lor endorsement); also s.23%4 - Director [tions are on privatel |

| lon his awn, s.240 ~Injunctions and s.198|disputes with no b1

I | -Take-over bids. [publie interest. I 1

| l | 1

13.14 Fines, etec. [Prosecution of eorporations for failure | 39 | 1 [Included sbove, See 3.2 a) above.

{ [to send financial statements to the Dir-| | I

] lector, fines on conviction. ! 1

| 1 | (N |

13.15 Cost-recovery [Seeking an order to recover damages to [One or two major | 1 [Included above. [Most of these cases are very
{ |Javelin International Ltd. and its share|cases on average. | | leffective in terms of Favorable
| [holders arising from the actions of l I 1 | judgements or settlements.

l |management. ] I | I

| I | I |

l SS[_=SS=os=D = b=t l _—--!:::l:: ::: l- -
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inquiries and investigations conducted in cases of suspected
abuse. The approach to statutory filings is proactive and
includes a variety of tools including monitoring and
reminders to file, information on filing requirements and,
as a last resort, prosecution or dissolution for non-
complying firms. At the present time, the sub-activity is
largely reactive in 1ts approach to violations of statutory
shareholder protection provisions, but would like to become
more proactive as resources permit.

In undertaking its work, the sub-activity undertakes five

ma jor functions. First, the sub-activity is responsible for
incorporation and amendments to articles. Thilis work
involves exanmining all articles and applications for
conformity with relevant Acts and results in an orderly
framework for the conduct of business.

Second, Corporations grants and, where necessary forcibly
removes corporate names. This function helps to avoid
confusion of identity among corporations, and prevents
encroachment upon the goodwill developed by existing
corporations.

Third, the sub-activity obtains and processes corporate
information. Thlis information includes financial statements

-prospectuses, insider interest reporting, proxy solicitation

clrculars and takeover bid circulars. The sub-activity’s
role 1s to ensure that up to date corporate information is
received, flled and stored in a retrievable manner. Firms
and insiders can apply for exemptions in cases where
disclosure would result in undue prejudice, burden or cost.

Fourth, Corporatlions disseminates corporate information to
the public. This information allows the public to have
necessary, timely and accurate information for research and
decision making concerning federal corporations. This
information also increases the transparency of business
operations and thereby contributes to shareholder protec-
tion.

Finally, the sub-activity conducts ingquiries and investiga-
tions and participates in legal proceedings in cases of
alleged or suspected abuse. This enforcement activity
encourages compliance with relevant Acts, helps to maintain
public perceptions of the fairness of the corporate environ-
ment and helps to protect shareholders.

The most frequently employed techniques include provision of
information, statutory filings and enforcement actlions.
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3.4.3 Costs and Effectiveness of Techniques

Information is available on volumes, costs and revenues for
ma jor outputs. The range in costs for 1986-87 1s worth

noting, ranging from $1.63 per statutory filing to $8085.00
per investigation. Clearly, the heavy use of automatlion has

made 1t possible to keep the costs for the routine outputs
at a low level.

Some quantitative information 1ls available on overall
sub-activity effectiveness. In particular, compliance rates
are avallable for financlal statements filed, annual returns
filed and completeness of proxy solicltation circulars. The
compliance rates achleved in all of these areas suggest that
the techniques used to bring about compliance with CBCA and
other Acts adminlstered by Corporations Branch are effec-
tive. However, with respect to statutory shareholder

protecticn provisions, little is known about thelir effecti-
veness.

3.4.4 Summary

Corporations employs a large number of compliance technlques
in bringing about compliance with the CBCA and other Acts.
Heavy use o0f computerization has enabled it to utilize large

numbers of compliance actions with fairly limited
resources.

Cost information is availlable for major outputs but not for
all compliance techniques employed.

Although quantitative evidence on impact is not available,
there is a fairly good data base which could be used to

explore effectiveness as a means of further improving value
for money.
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3.5 Marketing Practices

3.5.1 Description

Marketing Practices is responsible for administering
sections 36 through 37.35 of the Competition Act. The
Marketing Practices sub-activity relies primarily on general
prohibitions against false or misleading representations.
The sub-activity is also responsible for enforcing several
related provisions of the Competition Act which prohibit
specific trade practices, such as the use of false tests and
testimonials in representations, double ticketing, pyramid .
selling, referral selling, bait and switch selling, and sale
above advertised price. The primary focus of marketing
practices enforcement has been on representations in adver-
tising, particularly price or other "commercial" aspects of
a promotion.

The basic strategic objectives of the Marketing Practices
sub-activity are as follows:

to promote a marketplace in which purchasers can make
informed and rational decisions;

. to reduce incidence of violation of marketing
practices provisions of the Competition Act.

Marketing Practices is concerned with ensuring high rates of
compliance with the provisions of the Competition Act
outlined above.

3.5.2 Compliance Technigues and Uses

The compliance orientation of the Marketing Practices sub-
activity arises from the criminal law origins and foundation
of the competition legislation in which it is situated.
While the predominant enforcement activity of the Program is
direct investigation/prosecution, the foocus of the enforce-
ment activities is not primarily punitive, but is preventa-
tive in nature. The sub-activity is largely reactive in
responding to complaints of alleged violations of the Act.

Marketing Practices employs a range of compliance techniques
including investigation/prosecution, information letters,
information visits, and firm and consumer education
activities (e.g. speeches, seminars, the Misleading
Advertising Bulletin, and the Misleading Advertising
Guidelines). The sub-activity also maintains a "Compliance
Program", under which firms may obtain advisory opinions on
whether materials to be used in proposed promotions comply
with legislative requirements. More recently, alternative
case approaches including prohibition orders and negotiated
settlements have started to be considered.



COMPLIANCE TECHNIQUES

MARKETING PRACTICES

| Technique | Description/Examples | Frequency of Use | P¥| Resources | Comments on Effectiveness |
I ! 1 1 { |
11.0 Information Approaches: | 1 | { |
I ! { I | | |
11.1 Moral suasion | i 11 1 !
I 1 ! I 1 i |
{1.2 Consultation on rules |Extensive, prelonged discussions have [No other consulta- | 1 {[Insignificant (less | {
{ [taken place with the Direct Sellers As- [tion in past 10 | Ithan 0.2 PY). { {
I Isociation conecerning reform of the lyears. I 1 | |
| {provisions of the Competiticn Act deal~ | i1 { {
{ ling with pyramid selling schemes. l I 1 | |
l | | | { |
{1.3 InFormation |Branch publishes a Misleading Adver- IMA Bulletin is pub- | 1 [Approximately 0.3 PY.[Bulletin is viewed as useful by |
| {tising Bulletin describing the pro- {1ished quarterly. | 1 {traders. {
| {visions of the Aet and how they are en~ | 277 requests for | | | i
{ | forced. Other descriptive material pub-|information and in- | | | |
| 11ished non-periodically. [terviews in 1986/87.1 | ! |
| 1 | I 1 l |
{1.4 Eduecation |Speeches are routinely given to inter~ [Total of 161 in ] 1 lAbout 0.2 PY in 1986 | |
[ Jested businesses and consumer groups; {1986/87. i 1/1987. ! !
] |seminars are conducted for university | P | |
i |level courses and for individual firms | I ! |
| {where appropriate. | 1 1 !
| | Frequent contact with some Associations| 1 { |
i | (Braneh ofFicers often attend meetings | I 1 1 |
| [of automobile dealer and jewellers as- | [ 1 | |
| |sociations). ] I 1 | !
! 1 ! P { |
}1.5 Performance standards {In addition to MA Bulletins (see 1.4 {See 1.3 above. | 1 lInsignificant other | |
l 1 { {

labove) a publication titled "How to |

liiilis piiiiity ii.iie (hj

[than those expended

t'_‘:
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Technique

| Frequency of Use

P

SESRRIRITEIEZREERS

e e N

!

{1.6 Liaison/eonsultatioh
{ {seheduled)

|

{1.7 Advice/counselling/
lopinions

|

{

{

i

[1.8 Compliance policy
{(public)

|

{1.9 Publie critieism

!

|

|

!

12.0 Interventive Approaches:

{
12.1 Information letters/
{visits

e -y — - —

12.2 Regulator correction
|
12.3 Regulatee correction

[Avaid Misleading Advertising: Guide-

{lines" has been published and is sold inl

lgovernment book stores.

!

!

|

!

leg: Requests for advisory opinions are
Ireceived from a wide variety of busi-
{nesamen and lawyers, usually re promo-
[tional contests or multi-level selling
| schemes.

!

{

|

! A

{MA Bulletin (see 1.3 above) is the pri-
{mary vehiele to report on convietions.
|In exceptional eases, there may also be
fan individual press release.

!

|

| .
|This is a routine proeedure applied to
{cases of lesser impact and to those

|

!

|

|

!

|About 350 written
fopinions and 900

loral opinions are
Iprovided each year.

!

|
|
|
|
|
|
{
|
i
|
|
{About 1300/year.
{

|where evidence is likely to be difficult|

[to acquire.

[An information contact, whether by visit|

for letter, invelves communicating to a
[firm the nature of a complainant's al-
|legations and an explanation of the

Irelevant legislation and jurisprudence.

P* is priority in use (highest is S).

!
]
|
|
!
!
|
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lin relation to 1.3
fabove.

!
1.0 PY in 1986/87.

!
!
!
!
[
|
i
i
|
!
1
!
!
!
!
|
i
|
|

|

4 {0.9 PY for informa-
[tion visits and 1.5
{PY for enquiries in
11986/87.

—— S —— o o— e o ——

{Director's Program of Compliance is
{viewed as useful by those who use
{it.

|

{Appears to be a useful supplement
[to "harder" techniques. '
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{ Technique | Description/Examples | Frequency of Use | P*{ Resources | Comments on Effectiveness |

[2.4 Technical assistance

|
[2.5 Self audits/inspections

|

[2.6 Government audits

|

12.7 Examine filings

|

12.8 Incentives (finaneial/
[tax)

|
[2.9 Lieences/permits/exemp-
[tions

{
12.10 Warnings (verbal)

l

12,11 Inspections

|
[2.12 Self certification

l
{2.13 Third party monitoring

|3.0 Enforcement Approaches

|
|3.1 Refusal at entry

[ { i

- S s T aman R, S A S A it gy T oy D omay it omm e rm A o
Smm M AR cm T e M e R cmam M ey S i R A i A A R ey Sem amay
- ey S amm SeE ey EER G AR amm MR emm MR o T g S eew M ammn A aeum  Sm  aam
e man S ew T mmm R amen A G MM amm AR amm S ey T i T AmEm TR mam e em Sm
— o TR amm A e TE e M e AR AmE MR e MER ey TR mm e e R erm R e S

13.2 Investigations |This is the primary activity of the {About 2200 investi- | 5 | 15.3 PYs for inves- |See comments for prosecutions
| [Branch. Investigations are typically lgaticns eommenced in| {tigations and 5.6 PY [(3.12} below. Prosecutors believe
{triggered by a ecomplaint. {1986/87 stemming { {for eomplaints in [that investigations are of high
{ { from 12,000 com- 11986/87. lquality which should improve their
{plaints., l {effectiveness.

3.3 Warnings (written)

— e R = e e e .

!
{ |
i P
! (. !
l I !
i i |
! P |
! (I i

I3.4 Show cause hearings

P* js priority in use (highest is 5). .+ .CONTINUES NEXT PAGE...




{ Technique | Description/Examples { Fregquency of Use | P*| Resources { Comments on Effectiveness |

! | i [ | ! !
3.5 AVCs/undertakings | [To be implemented in! | { !
{ (Assurance of Voluntary | Ithe near future. ! 1 | |
|Compliance) | I I i |
1 | [ | i 1
{3.6 Trader commitment [O0Ften in borderline cases an informal |Several dozen/year. 1 INone additional need-{Appears to be useful and is poten- [

| lundertaking to discontinue a practice |
| lwill be sufficient to elose a case. ‘
| !

|

[3.7 Voluntary disposal/re-
{moval

|

13.8 Orders/directives

|

13.9 Ticketing

|

[3.10 Seizure/detention/for-

led. Itially cost-effective if eompliance|
| |ean be abtained without costly |
|legal action.

— o T — = — = -
- — T e — . e wwm - e —
—— e TR e A e A . e

!
!
!
!
|
!
|
|
1
|
|
1
!
|
|
!
|
|

| feiture

! | | ! : |

13.11  Injunctions {0ne Consent Prohibition Order obtained |[Presently rare, but | 1 [Not distinguishable |It is premature to judge the effec~
{ lin relation to s.30(2) of the Act was lexpected to became {From those attributed|[tiveness of this tool, but it ap-

{ Inegotiated earlier this year., Several |an important alter- lto investigations. ~ |[pears to be potentially a very use-
{ ] Imore passible cases are being pursued. [native to prosecu- { | ful innovation.

| I tion. ! |

1 | 1 l !

[3.12 Prosecutions (or recom- |Standard pracedure when suffieient evi- [About 140 proceed- 3 [ 3.8 PYs in 1986/87 |There is evidence that the program |
|mendations} Idence is available. {ings commenced in | For prosecutions and lis having a positive effect through]
l | 11986/87, or 15% of case development. {specific deterrence- as well as somel
| ) linvestigated cases. I |evidence of general deterrence. !

|

3.13 Intervention in eaurt
faction _

| : [

13.14 Fines/Court orders/im-- |As provided for by the Act.

| prisonment |For example, $1M fine against Sears re
! [dianond sales; fine against chocolate

B T ———,
— o T maa e maa T W PG mmes B Emm R s WER s e em Y ey WER mmm S ea T e YA mmm e e SRR e W e

{
| ! !
| | |
! ! |
| ! |
| | |
! | |

P* is priarity in use (highest is 5). “ .+ .CONTINUES NEXT PAGE...




| Technique | Description/Examples | frequency of Use | P*} Resources | Comments on Effectiveness |

|bar manufacturer for contest where {
[initial wave of winners was followed by |
|near absence of winners. |
!
|
|




_ 4B -

Marketing Practices does, however, have a clear orientation
toward a criminal law/general deterrence enforcement model.
This is reflected in the background and attitudes of the
sub-activity personnel, in their general sense of "mission",
and in the balance of cases that are dealt with through
investigation. Many of the investigators have previous
experience as police officers. Investigatory skills are
clearly necessary and valued in the sub-activity since
judicial enforcement is seen generally as the most important
and effective mechanism for meeting the overall objectives
of the legislation.

Cases which appear to involve violations of the legislation,
but which are not assigned for investigation, may be handled
through information letters or information visits. 1In
1985-86, the number of complaints streamed to the investiga-
tion route (1042) was virtually the same as the number
handled through these alternative enforcement responses
(1109). Approximately 27% of the complaints (involving
local marketing practices only) were not pursued due to
resource limitations.

Once a matter has been assigned for investigation, a field
investigator will commence the process of information
gathering. The development of each case file is reviewed
periodically by the investigator and field management.
Headquarters may be consulted by field management, but
decision-making regarding case development at this state is
largely decentralized. VWhen sufficient information has been
obtained, a decision is taken on whether there is enough
evidence to refer the matter to the Attorney General. At
any stage of an investigation, the matter may be re-routed
and handled through an information letter or information
visit, or simply be dropped with notification to the firm
involved.

Some perspective on the balance in enforcement activities of
the Program can be obtained by reviewing the resource utili-
zation for the various activities. In 1985-86, the
resources used in investigation, case development and prose-
cution were about six times the resources used in the educa-
tion program, the compliance program, information visits,

rand information letters.

3.5.83 Costs and Effectiveness of Technidques

Some information on costs and outputs for major Marketing
Practices functions is available.
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The effectiveness of Branch activities was examined as part
of a recent Program Evaluation study. As part of this study
a telephone survey of 994 businesses was conducted. The
sampling strategy focussed on differences in experience with
the Branch (i.e. randomly selected businesses, businesses
which had been investigated but not prosecuted, and
businesses which had been prosecuted), in differences by
trade level (i.e. manufacturers, retailers, other) and in
differences by region.

The evaluation found that each of the activities employed by
the Branch is effective taking into considerable the level
of resources avallable. Some key findings include:

o specific techniques such as provision of the
Marketing Practices bulletin or the Director’s
Program of Compliance are viewed as useful by those
in the business community who use them;

o there is evidence that the program is having a
positive impact through specific deterrence, i.e.
deterrence among those who have been prosecuted for
violations of the advertising and marketing practices
provisions of the Act;

o there was also some evidence of general deterrence,

l.e. deterrence among the general population of
businesses.

3.5.4 Summary

Marketing Practices has traditionally employed a narrower
range of techniques then some other sub-activities. Inves-
tigation of alleged infractions supplemented with informa-
tion tools and compliance opinions have been the main
instruments employed. More recently the sub-activity has
been exploring the possible use of a wider range of
instruments including assurances of voluntary compliance.

Cost information is available for the main components of the
case-oriented approach employed by Marketing Practices.

There is some recent evidence on the effectiveness of ,
Marketing Practices activities, but collecting definitive
information on impact is hampered by the near impossibility
of collecting valid compliance data given the nature of the
criminal law enforced by Marketing Practices.
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4. CONCLUSIONS

The purpose of this study was to provide information on the
status of compliance techniques utilized by the five sub-
activities under consideration. This information is to form
part of the basis for further review and study of alterna-
tives and serve as an input to the development of compliance
strategies by the sub-activities. Hence, the study tean,
with the assistance of program management, has recorded the
facts as they exist without searching for improvements or
changes to the inventory of techniques.

However, the study team did note certain possibilities which
could prove useful, and although program managers have not
been given an opportunity to review these ideas, they have
been included in the next section in the hope that they may
contribute to the search for more effective approaches in -
the future.

Based on the above description and analysis, the following
conclusions appear warranted.

l. Each of the sub-activities examined employs a wide
variety of compliance techniques spanning the range
from information approaches (such as brochures and
guidelines), to interventive approaches (such as
filings and inspections), and to enforcement approaches
(such as investigations and prosecutions). The study
provides examples of how the techniques are used in
practice in the various sub-activities.

2. Notwithstanding the wide variety of techniques
currently in use, there are other techniques described
in the list of definitions which are currently not used
in the department and others which are only used by
some sub-activities. This is not to say that programs
should set as a target the utilization of the largest
number of techniques possible, nor to imply that useful
techniques are being neglected. What this fact does
illustrate is the richness of possibilities and
therefor the need to creatively monitor and analyse
possibilities on a regular basis.

3. There are considerable variations both within and among
sub-activities in the frequency with which various
compliance techniques are used. The frequency of use
of compliance techniques is affected by such factors as
the general compliance approach (e.g. proactive vs.
reactive), the enforcement resources avallable to the
sub-activity, the perceived effectiveness of the
technique, the cost of the technique, the compliance
behaviour of the regulated population and the perceived
impact on socilety of non-compliance.
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Although sub-activities collect considerable financlal
information, it is not available in a sufficiently
disaggregated form to allow for the detailed costing of
all the compliance technlques employed by the sub-
activities. However, for some sub-actlvities detailed
cost and output information is avallable for certain
key techniques, and for all sub-activities person-year
cost and output information is avallable at least for
certain functions. From this information, it is possi-
ble to get at least a rough idea of the relative cost
of using certain techniques.

With the exception of some econometric findings for
Consumer Products, little quantltative information is
avallable on the relative effectiveness of various
complliance techniques. Some qualltative information on
relative effectiveness of techniques is avallable for
Weights and Measures and Marketing Practices. Informa-

tion on effectiveness 1ls more limited for Corporations
and Bankruptcy.

Knowledge of costs and effectiveness should play an
important role in the selection of techniques and in
ldentifying the optimal or best mix thereof. The more
accurate and complete the information is the more
certalin program management will be in making its
selectlions. Generally speaking, each sub-activity has
some information available, however, each should
conslder whether improvements in comprehensiveness and
detall may not be justified.
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5. OBSERVATIONS

In reviewing compliance aspects of the five sub-activities
for this and previous reports, a number of possibly useful
ideas emerged. Although no in-depth review of these
suggestions was undertaken by the project team, they are
reviewed here as one possible source of ideas for program
management when developing their compliance strategies.
Also, it is hoped that they will contribute to further
research and analysis leading to other ideas for
incorporation into the inventory of compliance approaches
and techniques utilized by the Department.

Ticketing

The ticketing scheme has evolved not only as a possible
effective compliance enhancer, but also as a reaction to the
difficulties, delays and costs involved in pursuing
offenders through the court system.

In our opinion, this scheme deserves serious consideration
by compliance program managers, because it provides a much
simplified, and no doubt less expensive alternative to court
prosecution. Second, it could be implemented on an incre-
mental basis. Not all offences in a particular program have
to be immediately included in the scheme.

A good example would be the follow-up action required by
device owners, upon the issuance of a "Notice of Non-
Compliance". §Since it is the owner'’s responsibility to
repalir the device and report that the repair was success-
fully completed, failure to comply would seem to fit the
ticketing scheme well. Experience with this aspect of the
program could be used to establish the feasibility of
expanding the use of ticketing.

Ticketing would not be a reasonable follow-up for many
offences, including those related to misleading advertising,
because of the many diverse considerations that are taken
into account by the courts in determining appropriate
sentences. It may have greater prospect of implementation
with respect to offences that are limited to one or two
variables.

Causes of Non-Compliance

In order to focus compliance techniques and to select the
most appropriate ones, it is necessary to pay increasing
attention to the determination of the actual causes of non-
compliance. A primary goal for each compliance program
should be the elimination or reduction of these causes of

" non-compliance.
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For example, if it is found that the major cause of
non-compliance in a particular program is lack of knowledge
of the standards which must be met, the program could devise
and utilize more effective information programs, and its
priorities could be changed so that resources would be
re-deployed to the increased effort in information
dissemination. This also calls for increased analysis of
results to ensure the increased effort is effective and is
creating the expected change.

One example of this kind of targetting is reflected in the
emphasis placed by Marketing Practices on providing informa-
tion to industry sectors found to be especially problematic
and in the efforts to expand the use of the "How To Avoid
Misleading Advertising: Guidelines" booklet.

A possible example may exist in the Bankruptcy sub-
activity. TIf it were determined that one cause of non-
compliance was insufficient knowledge of regulatory require-
ments or skill in some aspects of bankruptcy administration
in the ranks of existing trustees, it may be possible to
develop a rating system for trustees, reflecting problems
encountered with each. This could then be used as a basis
for determining whether a particular trustee should be

required to write the trustee examination prior to re-newal
of his license.

Use of MIS Information

The MIS data captured by some of the compliance systems is
rich in useful information. It is a challenge for program
managers to use this information in innovative ways, not
Just as aggregated compliance statistics.

For instance, Welights and Measures is commencing to use the
data to ildentify specific areas of non-compliance for
speclal visits and information programs. In this way, it
can concentrate its efforts on obtaining improvements in
compliance from the individuals and groups specifically
contributing to the lowering of the overall compliance
rate. The use and analysis of the data in this way will
also be undertaken at the regional level.

Furthermore, detailed analysis of data may also uncover
results which tend to be contrary to expectations. These
should be investigated in order to determine the underlying
causes and make appropriate corrections. One such example
l1s the tendency in Weights and Measures to find that the
error is more frequently in favour of the retailor, even
though one would expect an equal distribution.
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Extension of Automation in Corporations

Corporations sub-activity ensures that firms are filing.
annual and financial returns as appropriate and takes
corrective action as needed. Given the volume of returns,
it is not possible to verify that all returns are accurate,

- nor to ensure they are complete. It may be possible to

convert the returns to machine readable format and allow a
greater degree of verification at least of completeness at
possibly lower cost.

A second advantage would be that other relationships among
returns could also be automatically verified. For instance,
firms must report their annual sales volume on the annual
return. Based on the level of annual sales, the firm may be
required to submit financlal statements. This requirement
could be automatically verified to ensure reporting takes
place as required.

Graduated Feeg Scale for Corporations

Much of the compliance activity in Corporations is oriented
towards ensuring the timely filing of returns. Extra costs
are incurred in follow-up activities such as the sending of
reminder notices and ultimately dissolution of offending
corporations.

Given this, it would seem fair to provide for late filing
penalties. The penalty, or surcharge, could be graduated
depending on the length of the delay. This may not only
encourage compliance, but would help recover the extra costs

“incurred in reminder activities.

Veights and Measures Self-Audits

Although it is recognized that a full inspection of a parti-
cular scale requires the use of a number of different valued
standard welights, in general, should one standard indicate
that a scale is out of tolerance, it is reasonable to assume
that the other standards may also indicate error. This may
well lead to the opportunity to introduce a level of self-
audit for Weights and Measures. :

In essence, this addition to the program would involve
retailers and other scale users having available (perhaps:
included in the purchase price of the device) one or two of
the most appropriate standards. On a prescribed schedule,
it would be the scale owner'’s responsibility to check his or
her device and record the results in an audit ledger. The
inspection by the department’s inspector would then involve
both a verification of the device’'s accuracy, and a review
of the ledger to ensure testing occurred as required and
that corrective action was taken as needed.
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It must be noted that such a system could be potentially
feasible only for certain device types where simple
standards (i.e. weights) are used. This could then lead to
concerns over unlformity of treatment and even charter
issues pertaining to possible uneveness of treatment.

It may be possible to introduce incentives and checks into
the system to increase its effectiveness. For lnstance,
fines could be tailored to include a larger penalty when the
device is found to be excessively differing in accuracy
between the inspector’s finding and that last recorded in
the ledger. Furthermore, repairs could be recorded and
signed for, to verify they actually took place.

Finally, it could be potentially feasible to develop the
approach and conduct a trial on a small sample of devices to
ensure the merit of this approach.

Targetting Consumer Products Ingpectionsg

Consumer Products enforcement activities at the district
level are targetted on the basis of such factors as problems
identified in the field, the nature and mix of local
econonmic activity and establishment compliance performance.
This practice has not been adequately rationalized with the
Consumer Products sub-activity principle of setting national
priorities on the basls of dollars at risk criteria. To
rationalize the two approaches and establish a uniform basis
for resource allocation within the sub-activity, it is
suggested that a new index be used to target inspections.
The Consumer Products sub-activity could develop and use an
"establishment risk index" as the primary method for
resource planning and allocation in the field. This new
index would include such factors as relative establishment
size, the serlousness of the violation, and the historical
compliance rate for the establishment.

Bankruptey Effectiveness

In recent years, considerable effort has been made to
increase the visiblility of the Bankruptcy sub-activity in
the face of an increasing workload. The number of examina-
tions of debtors and the frequency of attendance at initial
meetings of creditors have both increased dramatically. The
Supervision of Estate Administration program has improved
consistency of estate administration. However, there is
little hard evidence on the effectiveness of such measures.
It would be useful to examine, in some depth, the relative
effectiveness of Bankruptey activitlies in order to help

ensure the optimal allocation of resources and targetting of
the work.
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An examination of this nature may well wish to review alter-
native approaches and means for detecting non-compliance.
For instance, the sub-activity may wish to consider the
advantages of approaches which are more compliance and less
interventionist in nature. One such alternative would
involve field staff taking on a role more adequately
described as "inspector", than "receiver", or "adminis-
trator". This would entalil resources being diverted more
toward investigating and rating (judging) the work of
trustees and taking remedial action as necessary as opposed
to direct involvement in the estate administration process.
In this manner trustees may well be held more accountable
for all aspects of estate adwministration.
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1.0 INFORMATION APPROACHES

This catagory consists of techniques which are geared towards
informing the regulatee population as a whole as to the
requirements of the law and to seek their commitment to
comply.

1.1 Moral Suasion

Encouraging regulatees to heed the government’'s wishes by
informing them of the benefits of avoiding government
reaction or new reqgulations. Undertaken in the absence of
specific regulations in order to avoid the costs of
regulation to the government.

1.2 Consultation on Rules

Consulting regulatees and other interested parties in the
development of new legislation or regulations or changes
thereto.

1.3 Information (brochures,etc.)

Providing regulatees and other interested parties with
copies of acts, regulations and explanations thereof
which will assist those concerned in complying and in
detecting non-compliance. May include explanations of
consequences of non—compliance and criteria for deciding
on regulatory actions to be taken.

1.4 Education (seminars,etc.)

Participation in or provision of seminars, training
sessions and speeches to interested parties regarding any
or all facets of the compliance program.

1.5 Performance Standards (guidlines)
Development and distribution of explanatory descriptions
indicating the actions necessary or to be avoided in
order to ensure compliance with a prescribed standard or

rule.

1.6 Liaison/Consult (scheduled)

Regularly scheduled meetings with regulatees and\or
interested parties in order to ensure problem resolution
and to provide continuing input to the changing

regulatory framework.




1.7 Advice/Counselling/0Opinions

Provision of assistance to regulatees in the form of
advice on how to comply, counselling orn changes and
possible improvements regulatees may make and prior
opinions as to whether contemplated action may constitute
non—compliance.

1.8 Compliance Policy (public)

Issuance of a public document, providing program
transparency, which describes the compliance standards,
the responsibilities of the regulatee and regulator, the
alternative consequences of non—-compliance, how the
consequences will be applied, and the criteria which will
be utilized to decide the consequence to be applied in
each case of non—-compliance.

1.9 Public Criticism
Publication of the results of non-compliance through
speeches, press releases, regular reports or other public

means. May be all inclusive or restricted to cases deemed
to have maximum effect.

This category consists of techniques which are usually
applied to individual regulatees and are non-punitive in
nature.

2.1 Information Letters/Visits

A letter or visit with the regulatee noting specific

requirements of the legislation/regulations, but making
no warnings implying the possibility of more stringent
action.

2.2 Regulator Correction

The act by the inspector or other regulatory officer of
correcting noted vipolations with or without the
regulatees assistance, such as in re—-grading shell eggs
found to be undergrade.

2.3 Regulatee Correction

The voluntary action taken by the regulatee to correct a
violation which has been identified, such as removing
violative product or advertisement, a return of product
to supplier, etc.

T,



Technical Assistance

Provision of technical advice to the regulatee as to the
steps he should take to ensure compliance. May include
advice on upgrading of equipment or repairs to be made.

Self Audits/Inspections

Compliance audits and/or inspections performed by
regulatee acording to predefined standards and procedures
providing an audit trail which is periodically checked by
regulator representative.

Government Audits

Audits performed by regulator of the affairs of the
regulatee to ensure predefined standards are followed and
that the financial transactions of the regulatee comply
with the requirements and are not fraudulant.

Examine Filings

When regulatees are required to make regular or incident
specific reports or filings of documents, the regulator
inspects these filings to ensure accuracy and
completeness and also to ascertain that required filings
are made according to prescribed schedule.

Incentives (financial/tax)

Provision of financial incentives to regulatees to
encourage compliance such as tax deductions, subsidies,
grants, or payment for specialized equipment which are
normally provided upon proof being submitted that the
required activity has been completed.

Licences/Permits/Exemptions

Regulatees are granted a licence or permit to perform
certain activities or given an exemption from having to
perform certain activities to ensure that compliance is
achieved or in recognition of compliance.

Warnings (verbal)

Oral notice to a regulatee which specifies the nature of
the violation in question, the specific legislation and
regulation violated, and explicitly advises the regulatee
that more stringent action may be considered if the
situation is repeated or is not rectified.



2.11 Inspections

Inspections performed by the regulator of the products or
actions of the regulatee in order to acertain whether the
prescribed standards of conduct, equipment specifications
or product requirements are being complied with.

2.12 Self Certification

Certification by regulatee that he has complied fully
with the law or parts thereof, subject to periodic audit
or inspection to confirm by regulator.

2.13 Third Party Monitoring

3.0

Inspections or audits are undertaken by a party or
parties unrelated to either the regulatee or regulator,
but who are specifically licenced or approved to
undertake these activities on behalf of the regulator.
Special fees for this service are usually charged to the
regulatee. )

ENFORCEMENT APPROACHES

Techniques in this category are most often applied to
individual regulatees and are coercive and usually punitive
in nature carrying with them official threat of financial or
other consequences or directly punishing the regulatee for
not complying.

3.1 Refusal At Entry

Disallowing the entry into Canada of goods found to be in
contravention of federal legislation or regulations.

3.2 Investigations

(@]

Pursuit of evidence of non—compliance for the purpose of
determining whether court action should be undertaken and

if so, the gathering of evidence to be used in laying
charges against the regulatee and proving evidence at the
proceedings. S

.3 Warnings (written)

Formal written notice to a regulatee which specifies the
nature of the violation in gquestion, the specific
legislation and regulation and sections violated, and
explicitly advising the regulatee that more stringent
action will be considered if the situation is repeated or
is not rectified.
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Show Cause Hearing

Meeting between regulatee and regulator representatives
to discuss the regulatee’'s record of compliance, and his
intentions regarding future compliance, with a record of
the proceedings kept on file.

Assurance of Voluntary Compliance (AVC) / Undertakings

Contractual agreement by regulatee with regulator
indicating specific steps which will be taken to rectify
non—compliance or to ensure compliance in the future.
Regulator usually agrees not to prosecute with respect to
the specifics included in the agreement as long as
regulatee upholds the specified terms.

Trader Commitment

Similar to AVC'S, but may be less formal. Regulatee
agrees to eventual corvrection of all future actions or
products, based on a mutually agreed period of time. For
example may include next label printing, or next
newspaper advertisements, but would allow current actions
to proceed until completed.

Voluntary Disposal/Removal

Regulatee voluntarily removes violative product or ceases

violative actions to the full satisfaction of the
regulator.

Orders/Directives

Official orders or directives given to regulatee by
authorized representative of the regulator prescribing
actions or the avoidance of future actions by the
regulatee, usually carrying with it a prescribed penalty
or further action in the event the reqgulatee does not
comply with the terms of the order/directive.

Ticketing

Regulatee is issued a ticket for a specfic incidence of
non—-compliance which is specified and carries with it a
prescribed fine. The regulatee has the option of pavying
the fine, within a prescribed time limit, or arguing his
case against the infraction in court.

Seizure/Detention/Forfeiture

Action by the regulator of taking control of violative
product or device and/or the release by the regulatee of
the violative product or device to the crown.
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Injunctions

Court ordered cessation of non—-compliant activities by
regulatee with the threat of further court action should
regulatee fail to observe the prescribed terms.

Prosecutions (or recomendations therefor)

Either civil or criminal court proceedings against non-
compliant regulatee.

Intervention in Court Action

Intervention by regulator in either civil or criminal
proceedings against a regulatee, brought by a third
party, in order to provide additional evidence regarding
the non-compliant activities of the regulatee and to
ensure such actions are adequately penalized.

Fines/Court Orders/Imprisonment

Penalties extracted against non—-compliant regulatee in
ordetr to ensure against re—occurance of violative actions
and to serve as examples to other regulatees of the
regulators insistance that the law be upheld.

Cost Recovery (civil)
Civil action taken against a regulatee in order to

recover the damages caused to third parties by non-
compliant actions.
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