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REPORT TO HOUSE

B The Standing Commlttee on External Affairs begs leave to preSent the fol- .

- lowing as its o

O FirsT REPORT
Your Committee recommends:

, 1. That it be empowered to print from day to day 500 copies in Enghsh and
- 200 copies in French of its minutes of proceedings and evidence and that St&ndlhg
ok Order 64 be suspended in relation thereto.

2. That it be given permission to sit while the House is sitting.
All of which is respectfully submitted. .

: J. A. BRADETTE,
Chairman.

>




'ORDERS OF REFERENCE

Tuespay, 28th February, 1950.

Resolved,—That the following Members do compose the Standing Comm1t-
tee on External Affairs:—

Messrs.

Balcer, Dickey, Laing,
Bater, Diefenbaker, Leger,
Beaudoin, Fleming, Low,
Benidickson, Fournier (Maisonneuve- Maclnnis,
Bradette, Rosemont), Macnaughton,
Breithaupt, Fraser, MecCusker,
Campney, I Gauthier (Lac-St. Jean), Mutch,
Coldwell, Gauthier (Portneu,f), Pearson,
Coté (Matapedia- Graydon, Picard,

Matane), Green, Pinard,
Croll, Hansell, Richard (Ottawa East),
Decore, Jutras, Robinson,

Stick—35.
(Quorum 10)

Ordered,—That the Standing Committee on External Affairs be empowered
to examine and inquire into all such matters and things as may be referred to
them by the House and to report from time to time their observations and opin-
ions thereon; with power to send for persons, papers and records.

TrUrsDAY, 30th March, 1950.

Ordered,—That Votes Nos. 64 and 84, inclusive, of the Main Estimates
1950-51 be withdrawn from the Committee of Supply, and referred to the Stand-
ing Committee on External Affairs, saving always the powers of the Committee
of Supply in relation to the voting of public moneys.

WebpNESDAY, 19th April, 1950.

Ordered,—That the name of Mr. Noseworthy be substituted for that of Mr.
Maclnnis on the said Committee.

Fripay, 21st April, 1950.

Ordered,—That the said Committee be empowered to print from day to day
500 copies in English and 200 copies in French of its minutes of proceedings and
evidence and that Standing Order 64 be suspended in relation thereto.

Ordered,—That the said Committee be given leave to sit while the House is
sitting.

Ordered,—That the name of Mr. Goode be substituted for that of Mr. Laing
on the said Committee.

Attest

LEON J. RAYMOND,
Clerk of the House.
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: 'MINUTES OF PROCEEDINGS

= THURSDAY, April 20, 1950.

The Standing Committee on External Affairs met at 11 o’clock, a.m. Mr. ‘
J. A. Bradette, Chairman, presided.

Members present: Messrs. Bater, Benidickson, Bradette, Breithaupt,
Coldwell, Coté (Matapédia-Matane), Croll, Dickey, Fleming, Fraser, Gauthier
(Lac St. Jean), Gauthier (Portneuf), Graydon, Green, Hansell, Jutras, Leger,
Low, Macnaughton, McCusker, Noseworthy, Mutch, Richard (Ottawa East),
Stick—24. ;

The Orders of Reference were taken as read.

On motion of Mr. Croll, seconded by Mr. Low, Mr. Graydon was elected
vice-chairman, :

On motion of Mr. Croll, the selection of the membership of the sub-
committee on Agenda was left to the chairman. '

On motion of Mr. Coldwell,

Resolved,—That 500 copies in English and 2}30 in French of its minutes of
proceedings and evidence be printed from day to day. :

On motion of Mr. Leger,
Resolved,—That permission be sought to sit while the House is sitting.

A general discussion took place on:

. 1. Hours of meeting and their possible conflict with those of other com-
mittees. ‘

2. Appointment of two additional vice-chairmen.

3. Advisability of holding a meeting of all chairmen of committees of the“
House with the Government Whip.

4. Joint public meeting with the Senate External Relations Committee.
5. Order of witnesses to be heard.

_ 6. The propriety of having ambassadors on leave appear before the Com-
mittee in an official or unofficial capacity.

It was agreed that the chairman take steps to arrange through the Govern-
ment Whip’s office, a special meeting of the chairmen of committees with a

- view to effecting an understanding with regard to days and hours of meetings of

committees.

. After discussion on point 6 above, the consensus of opinions seemed to
indicate that the practice followed heretofore should be adhered to.

It was decided to hear first the Minister of External Affairs, to be followed
by the Under Secretary.

The agenda for subsequent meetings was referred to the sub-committee oix

E Agenda.
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The Committee accepted the suggestion made to invite Messrs. Jutras and
Eudes respectively members for. Provencher and Hochelaga, to address the
members of the Committee on their missions to the United Nations as Canadian
delegates.

On motion of Mr. Bater, the decision to hold a joint public meeting with
the Senate External Relations Committee was deferred.

At 11.35 the Committee adjourned at the call of the Chair. (

Tugespay, April 25, 1950.

The Standing Committee on External Affairs met at 4.15 o’clock, p.m. Mr.
J. A. Bradette, Chairman, presided.

Members present: Messrs. Balcer, Bater, Benidickson, Bradette, Breithaupt,
Campney, Coldwell, Coté (Matapédia-Matane), Decore, Dickey, Diefenbaker,
Fleming, Fournier (Maisonneuve-Rosemont), Fraser, Gauthier (Lac St. Jean),
Gauthier (Portneuf), Goode, Graydon, Green, Hansell, Jutras, McCusker, Nose-
worthy, Mutch, Pearson, Picard, Richard (Ottawa East), Stick—28.

In attendance: The Honourable Mr. Lester B. Pearson, Secretary of State
for External Affairs, Mr. A. D. P. Heeney, Under Secretary, Mr. H. O. Moran,
Assistant Under Secretary, S. D. Hemsley, Administrative Officer and Mr. F. M.
Tovell, Private Secretary, of External Affairs estimates.

(a) Report of sub-committee on the agenda.

The chairman reported that he had designated Messrs. Coté (Matapédia-
Matane), Benidickson, Gauthier (Portneuf), Graydon, Low, Leger and Nose-
worthy. He further stated that the sub-committee had agreed on a meeting for
Monday evening but for reasons of convenience, this meeting was postponed
until Tuesday afternoon. It was further recommended that, in as much as it
is possible, meetings be held on Monday evening and Friday morning.

The Chairman called Item 64, Departmental Administration.

The Honourable Mr. Lester B. Pearson made a ‘brief statement and was
questioned on the following:

(@) Implementation of the North Atlantic Treaty.

(b) The Klaus Fuchs incident.

(¢) The agreement with Newfoundland relating to landing bases.

(d) Situation in China—representation, contributions and export of arms,
material and commodities.

Mr. Pearson was assisted by Messrs. Heeney and Moran.

After discussion, Mr. Graydon moved that the proper official be called with
respect to the Fuchs incident.

After further discussion, Mr. Graydon’s motion was referred to the sub-
committee on Agenda for consideration and report.

Mr. Moran was called and supplied answers on the question of exports.

Before adjournment, the Chairman asked the Secretary of State to prepare
a brief statement on Germany and Spain.

At 6 o’clock, the Committee adjourned until Friday, April 28 at 11 o’clock.

ANTONIO PLOUFFE,
Clerk of the Committee.



EVIDENCE

House or CoMMONS,
April 25, 1950.

The Standing Committee on External Affairs met this day at 4.15 p.m. The
Chairman, Mr. J. A. Bradette, presided.

The CHamrmAN: Gentlemen, we have a quorum. I know it is needless for
me to say that we are very glad to have the Minister of External Affairs with us
for today’s meeting and that you have found it possible to come in such numbers
and so early for the first sitting of our committee.

The first order of business will be receiving the report of the steering
committee. I appointed Mr. C6té of Matapedia-Matane, Mr. Benidickson, Mr.
Gauthier of Portneuf, Mr. Graydon, Mr. Leger, Mr. Low and Mr. Noseworthy.

We held a meeting, as called, in my own office and we had decided to have a
meeting last night, but we found it impossible to do so. I know you will
realize we did the best we possibly could to have that meeting yesterday, but

there are so many committees functioning at the present time, we had to
let it go. : h :

Before we adjourn this meeting we will discuss when the next sitting will
be held. Personally, I am in favour of holding it on Friday morning. I believe
you will all prefer Thursday, but we might find it impossible to hold it on that
day. Friday is only my suggestion. That is all T have to say at the moment.

I believe it is in order now to call the Hon. Mr. Pearson. Shall we follow
the usual procedure and ask the Minister to make a statement and then have
discussion later?

Agreed.

Item 64—Departmental Administration.

Mr. Fraser: And no questions while he is speaking.

The CuArMAN: I think that is the best procedure to follow.
Mr. Stick: Coming from you, Mr. Fraser, that is good.

Hon. Mr. Prarson: I am very happy to appear before the committee and
make a short, and I think it will be a very short, general statement, and then
subject myself to questioning by the members of the committee following the
practice that we have followed so successfully in the past. There may be
questions that you will want to ask me today which I might not be in a position
to answer Very fully if they deal with detailed matters, but I will try to answer
them as best I can, and then I can appear at a subsequent meeting, on Friday
or any day you agree upon, and go into some of the matters in a more detailed
way in the light of the questions which you may ask me today.

The general statement which I might make now I suggest need not deal
with the work of the department, the organization of the department, the
details of its administration and expenditures, unless you would prefer to
begin with that subject.

I think that last year when I spoke at the beginning I discussed in a
general way some of the important questions of foreign affairs that were facing
us, then later, after we had completed our discussion and questions on my
statement, we went into the details of administration and expenditures. Pos-
sibly that might be an appropriate way to proceed.

9
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It is not easy to say very much on the general international picture in

.

press and in other ways, to keep abreast of what is going on. There may b
things I could say which might not be appropriate for me to say in public.

As T see it, and I am giving my own opinion, the general international
picture since we met last so far as Europe and the North Atlantic countries are
concerned, certainly has not deteriorated. I think that in some respects, at least,

it has improved. That holding of the position, if I may put it that way, is

due, I think, to a variety of causes among the most important of which is

the working out of the North Atlantic Pact and the planning of collective
defence which has begun under that pact. Whatever progress we have made

in implementing the pact, and some progress has been made, its main value
remains, up to the present time, in the fact that it has removed any expecta-
tion from the minds of those planning aggression in Western Europe that
they can get away with those plans by attacking their victims piecemeal.
In my own opinion that is, up to the present time, the most valuable result of
the signing of the Atlantic Pact: that we have served notice on any aggressor
that insofar as that region of the world is concerned, an attack on one is an
attack on all. That has had a very useful effect. Not so long ago that assur-
ance of collective action to meet an attack might have made a very deep
impression on aggressors in Europe. I am glad that any potential aggressors
now have that assurance of collective resistence. There has been in addition to
that general valuable result, very useful work done in planning collective defence
under the pact. Reports have been made in the House on that subject and I
think I need not go into it in any greater detail at this time. We have not
done very much beyond the initial planning and preparation for military
defence. I am often asked what are we going to do about making effective
Article 2, which is an)article in which we in Canada had a great interest when
it was included in the pact. It provides for social and economic co-operation
among the members of the alliance. We have not done very much, if anything,
on that point yet, but we hope to discuss it and begin the process of imple-
menting it at the meeting of the council of foreign ministers of the Atlantic
Pact countries which opens in London on May 15. We have had an exchange of
views among the member states as to what we should include in the agenda of
this meeting. The responsibility for initiating these exchanges rests with the
president of the Council, the Secretary of State of the United States. He took
that initiative and as a result the agenda of this meeting is pretty well decided on
though there has not been final agreement as yet. It is, I think, proper for me to
say at this time, that the subjects that are now suggested for inclusion in the
agenda—1I think most of them will be agreed on—have provided the basis for a
very far-reaching discussion of every kind of co-operation under the Atlantic
Pact, not merely military co-operation.

The meeting will, of eourse, have before it the report of the Defence Min-
isters, but it will have other things as well. Now, we must not pitch our hopes
too high for important concrete results flowing immediately from this first dis-
cussion on Article 2. One of the difficulties, and I think it is a difficulty that
caused some of the members of the North Atlantie group to hesitate a bit before
they became involved too deeply in a discussion of this kind, is that there is
already in Europe a good deal of machinery. We do not want to duplicate and
overlap that machinery in such a way as to create more confusion than order.
For instance, under the Marshall Plan arrangements, under E.C.A., there is
machinery which is working pretty well. There is also machinery under the
Brussels Pact. There is also machinery under the United Nations. Now, I do
not suggest that the existence of this machinery should prevent development
under the Atlantic Pact but we will have to take these facts into consideration

~ 'public session which is not platitudinous because there are so many sources of
information which are available to us all now, and we are able, through the
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- EXTERNAL AFFAIRS no
when we discuss what might be worked out under Article 2 of the Atlantic Pact.
In any event, the E.C.A. machinery will be coming to an end in a couple of
years; in 1952, so it is not too soon now to plan what will happen after the Mar-
shall Plan arrangements end.

That, I think, is all I need say to begin the discussion of Atlantic
arrangements. The Pact itself, as I have said, has had a useful political effect.
Another reason for the—well I was going to say improvement, but I am not
going to say that; improvement would be too strong a word, but at least—ifor
holding our own in Europe has been an improvement in economic conditions. It
is a thesis which, I think, we all hold, that one of our best defences against
eommunism are good economic and social conditions at home; and I think things
are better in that respect in European countries than they were. We then can
look with some satisfaction on what has happened in Europe in the last year,
though it would be unwise to become too optimistic because the situation remains
explosive. The danger of trouble, as I see it, is not in that there will be a

calculated aggression, though there is always possibly a danger of that in our
~ system of international organization, or disorganization; the danger is not so
much that there should be a caleulated aggression as that there might be an
accidental explosion; and that danger remains. We have had evidence recently
of the fact that it does remain in the disappearance of the United States plane
in the Baltic, and all the inferences that have been read into that disappearance
and the bitterness of the exchanges between the two countries concerned, the
USSR. and the US.A. So as long as there is that feeling of suspicion and
mistrust, and so long as there are materials lying around which can be exploded
by the countries who feel that way about each other, you cannot feel too happy
about-the situation.

The situation in the Far East is not one from which anybody can get any
satisfaction at all. Since we met last there have been communist forces. I do
not like to call them that; I like to call them the forces of Soviet communist
imperialism. One delegate to the United Nations referred to them as the forces
of Imp.-Communism or Comm.-Imperialism; but whatever you call them, they
have been making progress in the Far East in the most dramatic way, and not
the only evidence of that progress is the success of the Communists in China. We
discussed this matter in the House of Commons and there is no need for me
to go over the same ground again. Since this subject was discussed in the
House there is very little to report in the way of change. The nationalist Chinese
forces remain in the islands off the mainland; at least, they remain on one island.
There is some doubt as to whether they remain in the other island, Hainan.

The situation in Indo-China, which is the keypoint in that area, seems
not to have changed very much in the last month or two and at the moment
the condition is, shall I say, static, but it is not one from which we can get very
much comfort.

On the United Nations activities since we last met, I have not very much
to report. The Security Council has been meeting, but meeting without the
delegates of the U.S.S.R. attending and, of course, that has reduced the value of
the Security Council’'s work very considerably. The U.S.S.R. representatives
have walked out from all the agencies of the United Nations, from practically
all of the agencies which have met since they recognized communist China and
there is very little reason to believe they will return to those agencies until
delegates from communist China have been recognized by them as representing
China. They have been very frank in this matter, and I suppose they will'
just stay away now until the Chinese representation is changed; and while they
do stay away thex;e is very little that an agency like the Security Council can
do. .How long this walkout will last I do not know. There are many United
Nations agencies where the communist Chinese have almost a majority in the

/
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membership and one of these days we may be faced with a situation where some
agency of the United Nations will admit to its membership a communist Chinese
representative. What will happen then I do not know. It is a deplorable situa-
tion but it is not one that we can do very much about as long as the Russians act
as they do.

There are many other subjects that I could mention. Our relations
within the Commonwealth are happy. I reported on the Commonwealth meeting
at Colombo and there is to be a follow-up of that meeting in Canberra, which
will take place in May. We will be represented at that meeting by a member
of the government. I notice, if it is worthy of mention, that an Australian
newspaper seems to have had a quarrel with our representation at this Com-
monwealth committee meeting in Canberra. 1 do not think we need to take
that very seriously. Mr. Mayhew, who is representing the government at this
meeting, goes there not as Minister of Fisheries, but as a representative of the
government of which he is a member, and as a member of the conference
which met at Colombo and which laid the basis of this meeting at Canberra,
and also as a representative of the Province of British Columbia which is a
province naturally interested in Pacific matters.

Our relations with the United States are as usual. In the last six months
we had some, I was going to say differences, but that is not the right word. We
have had some adjustments to make on specific issues and as is always the
case or nearly always the case in our relations with our neighbour, we seem
to find a reasonable compromise in differences of opinion which we have, and
this has been the case with the questions which I have in mind. I do not
think I should go into them in detail because they will come out, no doubt,
in the course of the discussion and you may wish to ask me questions about
them.

I do not think, Mr. Chairman, that I need say anything more, at this
stage, insofar as a general statment is concerned but here I am to be questioned,
and if I cannot deal with the questions at this sitting, as I said, I will be glad
to look into the matters that come up and try to deal wih them at the next
sitting. :

Mr. CoLpweLL: Has the agenda for the next Foreign Minister’s conference
been arranged? Is there a general feeling among the ministers that article 2 of
the North Atlantic Treaty should be on the agenda?

Hon. Mr. Pearson: There is a general feeling as I say, that we should have
a full exchange of views. I am not sure what the formal position is; there
has been no formal agreement, but that is the situation. There has been
general agreement that we should talk about social and economic factors.

Mr. Green: How do these talks fit in with the conferences on trade agree-
ments which have been going on? It would seem to me there may be some
conflict between the meetings of the Ministers of Trade and Commerce or
the Finance Ministers or their representatives, and these ministers of foreign
countries, when it comes to economic and social matters. How is it proposed
to prevent overlapping?

Hon. Mr. Prarson: Well, I do not know of any meetings that have been
going on in the North Atlantic group between the Ministers of Trade and
Commerce or Finance. There have been meetings with Ministers of Finance
or their representatives—in our case, it was the High Commissioner. They
have been discussing the financial aspects of the defence programs that
are being planned, not general financial questions at all, so there should be no
conflict. Another meeting to be held before the North Atlantic Council will
be the meeting of the Foreign Ministers of the United Kingdom, the United
States and France. Those discussions are not organically related to the
meetings of the North Atlantic Council at all because the foreign ministers of
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those countries have meetings periodically. Some of the subjects they discuss,
however, will be of interest to us in the North Atlantic Council and we may
participate later in a discussion of subjects.

Mr. GreeN: What about the trade meeting in Torquay of all the North
Atlantic nations which will be attending that conference?

Hon. Mr. Pearson: The Torquay Conference, which will be held in Sep-
tember, is quite a separate affair. It is under Geneva arrangements, and is to
discuss further tariff reductions. It is a next step in the tariff discussions under
the Geneva arrangements which were started at Annecy and will go further at
Torquay in September.

Mr. Green: What do you have in mind when you refer to these economie
and social questions? Could you give us an example of what they are?

Hon. Mr. Pearson: I have in mind only the laying of the foundation for
general economic co-operation between the members of the North Atlantic
Council, not trade talks or anything like that at all. On the economic side, we
may have to set up or establish some agency under the North Atlantic Council
that will do the kind of job that the E.C.A. committee for Europe is doing now.
I would not like to go into it any more specifically than that; but I do not want
to leave the impression that in these economic talks at this time we will be doing
more than talking principles and machinery. On the social side, what we will do
there, if we discuss that, and I think we will, is to see what we can do as a North
Atlantic group to strengthen the feeling of community, of unity, by exchange of
information, exchange of views on various subjects and specifically, I hope, to
see how we can work together to counteract through some kind of democratic
agency the propaganda of Soviet communism.

Mr. Green: You mean, you intend to combat Soviet communism by counter
propaganda.

Hon. Mr. Pearson: Well, you will recall that during the war a very impor-
tant aspect of our operations was psychological warfare. We are in a struggle
now between two worlds and it may be desirable at least to discuss how we can
co-ordinate our information and propaganda activities so that we will make
them possibly more effective than they are now.

Mr. Greex: Is that all you have in mind as social questions to be taken up
by the nations in the North Atlantic Treaty?

Hon. Mr. Pearsox: That is all T have in mind at the moment, but in addi-
tion to that I think we will diseuss not so much the actual subjects, as some kind
of economic consultative machinery. Under the pact we have not any machinery
of that kind at all now. They have under the Brussels Pact.

Mr. Graypon: May I ask the Minister this question? Is it proper to take
from your remarks regarding the discussions under part 2 of the North Atlantic
Treaty dealing with economie and social matters, that at the London Conference
there may be a foundation laid for the continuation of the Marshall Aid Plan
under other auspices because it does terminate, as the Minister knows, in 1952,
and there has been a good deal of discussion as to what will happen when the
Marshall Plan finally comes to an end? Is this the first move towards taking its
place and continuing it on another basis?

Hon. Mr. Pearsox: Well, T would not like to say that we will be discussing
the actual continuance of Marshall Aid or something like Marshall Aid after
1952. That is a matter of very great importance and no doubt it may have to be
considered, but I do not think that it will be considered at this meeting of the
North Atlantic Council. What I had more in mind is what we will be able to do
to continue the machinery for co-operation that has been set up under Marshall
Aid, and which has proved so valuable, when Marshall Aid comes to an end. I
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am not thinking of the help that the North American countries may give Europe

after 1952; I am thinking of what will take the place of E.C.A. in Europe when

the Marshall Plan comes to an end.

Mr. CorpwiLL: In other words, the vital factor in fighting communism is to
maintain good social conditions in those countries where communism is likely to
develop.

Hon. Mr. Pearson: I think we all agree on that.
+ Mr. CopweLL: That is why article 2 is in there?

Hon, Mr. Prarson: Yes, it has that in mind and it has also in mind the
eventual establishment of closer economic relationship between the countries
that have signed the pact.

Mr. CoLpweLL: What I had in mind is this: We can circulate all the propa-

ganda we like in the way of psychological warfare but, unless conditions in the

countries are good, that will be of little value.

Mr. McCusker: I would like to ask a question, if I am not changing the
subject. In the press some time ago there appeared an article—it was when the
Dr. Klaus Fuchs, the atomic scientist incident eame up—which read that the
Canadian authorities had passed that information on to the British authorities.
This the Chancellor of Great Britain flatly denied. The papers published that
story widely. Then Britain’s Prime Minister denied the story; then our own
Canadian External Affairs Department denied the story; but then, on April 5th
Lord Jowett stood up in the House of Lords and admitted that the entire story
was correct. The editorial goes on to say we cannot help wondering about two
things: the public has not received all the information as to how Fuchs was able
to work long after his identity as a Soviet spy was known and who protected
this traitor and have those accomplices been discovered and made harmless:
Our own parliament would do well to develop similar curiosity. I admit that
we could not go into that very much. The second point is how such misleading
statements could be made by our own External Affairs Department.

Hon. Mr. Pearson: I would be glad to say a word or two about that because
I know this matter has caused a certain amount of confusion, and statements
have been made in London and in Ottawa which may seem to contradict each
other. There have been statements made subsequently which altered the earlier
statements, but I ean assure you that there has been no bad faith or desire to
deceive, on the part of anyone who has said anything.

There has been some confusion but I think I may be able to clear this matter
up. I have a note on the matter here. The misunderstanding has arisen in regard
to the amount of information in the possession of the Canadian authorities
regarding this Dr. Klaus Fuchs, and also in regard to the question of whether
information concerning Dr. Fuchs was communicated by the Canadian govern-
ment to the United Kingdom and United States governments. It was suggested,
as you recall, in London—and you have just mentioned it—that no such informa-
tion concerning this man had been given to the United Kingdom authorities—
no information at all concerning him—arising out of the Gouzenko spy trials.

The situation is as follows: Our Royal Commission on Espionage did not
secure from either Gouzenko or from any documents provided by Gouzenko
any information regarding Fuchs. Neither was his name mentioned in any of
the testimony given before the commission. I believe that when an inquiry was
addressed to our department in connection with this matter some time ago by
a newspaper or newspapers, a reply was given. I have not got the exact words
here but it was to the effect that there was no information given out, that no
information came out concerning Fuchs in the commission inquiry or in the
report of the commission. That is in a striet sense true, but it does not tell the
whole story. I am sorry if that original reply may have misled some journalist.

C
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The fact remains that the name of Fuchs was not included in any statement by
Gouzenko and was not in any testimony, but it was included in a long list of
names and addresses found on one other person on whom suspicion fell. It was
one of a great number of names. This particular name, one of a great many,
did not arouse any particular interest at that time. There was not any reason
why it should have. The man Fuchs, the name in the notebook, was not then
in Canada; nor had he ever been in Canada except for a brief period in 1940
when he was held in an internment camp; he was sent back to England from that
camp at the request of the U.K. authorities so that the mention of his name
among many names in this particular notebook of a person who was suspected
of being associated with espionage did not cause any special concern at that time
to the Canadian authorities. However, that information and those names were
brought to the attention of the United Kingdom and the United States authorities
at that time. :

Mr. GraypoN: At that time? :

Hon. Mr. PEArsoN: At that time—during the investigation. The information
collected by the Canadian Royal Commission, plus the information in this and
other notebooks was made available to the United Kingdom and the United
States authorities.

Those circumstances, I think, resulted in what may appear to be contra-
dictions in statements which have been made by the Canadian authorities
with regard to Fuchs. On the one hand the Canadian government did not
specifically inform either the United Kingdom or the United States government
concerning Fuchs. We did not think there was reason to at the time, but,
on the other hand, we made available to the United Kingdom and the United
States authorities all the information collected by the Royal Commission
on Espionage at that time. So that they did get this notebook or the information
in the notebook among the mass of material, and there was the single reference
in one single notebook to this man Klaus Fuchs.

Mr. CorpweLL: You say there were a number of names; can you tell
us how many? ’

Hon. Mr. Prarson: I do not know whether I should. There were more
than fifty.

. Mr. Fraser: Could you say something else? Have those names been
investigated or have those people been investigated since?

Hon. Mr. Pearson: Well, those names were in the hands of the security
authorities of the United States and the United Kingdom in 1946.

Mr. Fraser: After this one name has come up and has proved as it has,
you would think that they would investigate the others.

Hon. Mr. Pearson: I would think that would be a normal police procedure.

Mr. Fournier: Are you informed as to whether they are living here in
- Canada, in the United States or in the United Kingdom?

Hon. Mr. PearsoN: As far as I am concerned I do not know.
The Cramman: Did the minister’s answer satisfy you, Mr. Coldwell?

~Mr. CorpwerL: If Mr. Pearson does not wish to say any more I am
satisfied. . )

Mr. Hansern: I was going to ask—

The CrarrMAN: I am sorry that there is not more room for you Mr. Hansell
and that you had to sit in that back row.

: Mr._HANSELL: I am accustomed to standing behind big men, particularly
if there is a parade going by. As I understood you, Mr. Pearson, you say that
Dr. Fuchs was released from the internment camp at the request of the United
Kingdom government?
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Hon. Mr. Pearson: No, I think it is inaccurate to say that he was released.
He was in an internment camp in this country; he had been sent here from the
United Kingdom in 1940 at a time when aliens were being rounded up all
over the place. I was in England at that time and I remember how we felt
about it—there was almost panic created by the imminence of invasion, and
all sorts of aliens were rounded up and sent over here and kept over here
by the United Kingdom government, with the knowledge and approval of the
Canadian government. However, the responsibility was a United Kingdom
responsibility. Dr. Fuchs was not, as I understand it, released in this country;
he returned to the UK. and what happened to him after that I do not know.

Mr. CoLpweLL: Is not the situation this: there were several thousands of
these people here and they sent somebody to sereen them and took back about
a thousand?

Hon. Mr. Pearson: Yes, and they kept going back in driblets as they
were screened and found all right—and as the danger of invasion receded
certain risks could be taken that could not be taken in 1940.

Mr. Freming: Which government had the responsibility of the selection
of those returned?

Hon. Mr. Pearson: The United Kingdom government.

Mr. Hanxsern: The Canadian government would have no authority to
send those people back by virtue of any investigation that they themselves
would make?

Hon. Mr. PeArsoN: No.

Mr. Hansern: I had a series of questions that I was going to put on the
order paper in respect to that situation but I looked them over and I decided
that, in the public interest, perhaps it would be as well not to do so. I thought
I would talk to the Minister of Justice about it. I might say, Mr. Chairman,
that it is very difficult for me to determine where the work of the Department
of External Affairs ceases and where the work of the Department of Justice
begins. I would have fancied the entire matter of the Fuchs incident would
have come under the Department of Justice; I was rather surprised that it
was opened here.

Hon. Mr. Pearson: Some aspeets of it would be entirely under the Depart-
ment of Justice, because for one thing, the R.C.M.P. have a certain importance
in these matters. This matter concerned the Department of External Affairs
only when it became a matter of inter-governmental discussion between the
United Kingdom and Canada, and our recent interest in it arose out of state-
ments made in London which we thought were open to misunderstanding.

Mr. Graypon: May I ask the minister what time in the year 1946 was the
information conveyed to the U.K. government with respect to Fuchs?

Hon. Mr. Pearson: Well I cannot tell you the exact time but it was during
the progress of the inquiry—the royal commission inquiry. It was while the
inquiry was going on that this material was handed over.

Mr. Graypon: May I ask the minister another question. Was there any
communication, official or otherwise, with respect to Fuchs which passed between
the United Kingdom authorities and the Canadian authorities after that time?

Hon. Mr. Pearson: I know of no such communication but I am not in a posi-
tion to answer that definitely. I will look into it and see if I can find an answer but
I know of no sueh communication with our department.

Mr. Graypon: Were there any communications with respect to any others
mentioned in the notebook?

Hon. Mr. Prarson: Not that I know of, but this is the kind of question
concerning which I would not want to toss off a casual answer. There may have
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been some communications between some authorities of the Canadian govern-

* ment and the U.K. government in respect of some of those names. We have no

record in External Affairs concerning Dr. Fuchs, nor I believe, concerning anyone
else in that list which I have mentioned and which consisted of some scores of
names.

Mr. DieFeNBAKER: Would you be prepared to say whether there was any
memorandum regarding Fuchs or whether he was identified by his christian
name in that memorandum which was found to exist?

Hon. Mr. Pearson: Well I ecannot say definitely. My understanding is that
it was merely his name and nothing else. I think it was Klaus Fuchs, a name
amongst a lot of other names with no other explanatory reference or words—but
I would again like to look into that before I made a final answer.

Mr. DiereNBAKER: Was the department able to identify this reference to
Klaus Fuchs as the man who had. been out here in internment?

Hon. Mr. Pearson: Our department would not do that normally. I do not
know whether the police were able to.

Mr. DIErENBAKER: You do not know whether the Department of Justice did?
Hon. Mr. Pearson: No, but I will try to obtain that information.

Mr. CopweLL: Was the notebook found on the person or in the papers of

one of the persons who was convicted, or was it somebody else that was not
found guilty?

Hon. Mr. Pearson: It is difficult for me, not being a security expert, to know
how far I should go in answering these questions, without consulting people who
know more about security than I do. All I think that I should say is that I will
look into this question, but it was found in a notebook of one man charged.

Mr. CorpwerL: If the man was subsequently found innocent there would
be some reason for neglecting this particular notebook.

Mr. FueminGg: Is the sequence of the events complete between the time of
the finding of the notebook and the return of Dr. Fuchs?

Hon. Mr. Pearson: I think he had returned to England long before.

The CuamrmaN: The notebook was found in 19467

Mr. FLeming: What was the date of his return?

Hon. Mr. Pearson: I think it was 1941.

Mr. FLEmING: Are you sure of that?

Hon. Mr. Pearson: I think it was in the autumn of 1941.

Mr. Heexey: It was long before the royal commission.

Hon. Mr. Pearson: It was many years before the royal commission sat.

Mr. CoLpweLL: As a matter of fact did not the United Kingdom government
send out His Majesty’s commissioner of prisons, Mr. Patterson, who screened
these people and this man Fuchs was one who was sent back?

Hon. Mr. Pearson: I do not-know that.
Mr. Fraser: You said the information in that notebook went to the United

Kingdom and also to the United States. If there are any of these people still
living in Canada are they being investigated or can you say that?

Hon. Mr. PearsoN: I cannot answer that.

~ Mr. Fraser: You said you were going to find out something else and you
might find some information on my question?

Hon. Mr. Pearson: I will find anything T can that is proper on this.
60474—2
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Mr. Graypon: May I ask one further question? Does the minister know
whether or not the person who had the notebook was carefully examined with
respect to the qualifications and history of these people that were mentioned
in the book itself?

Hon. Mr. Pearson: I cannot answer that question.

Mr. Graypon: Then may I make a suggestion to you, Mr. Chairman, and
to the committee—that in view of the international importance of the Fuchs
incident, should we not have the responsible government authority in what-
ever department it may be—in justice perhaps—before the committee to
follow this up? Because it is obvious that the minister can only give us
apparently hearsay evidence in connection with it. I think the committee
ought to have the full evidence in this. I think the public is perhaps as inter-
esir,{ed in this as in almost any other proceedings which the committee might
take.

The CuARMAN: I do not suppose there could be any objection, as long
as the matter has been brought to the attention of the committee. Of course
it would be in the discretion of the Department of Justice, in a matter of this
kind, as it would be in the case of any matter of secret documents.

Mr. CopweLL: Would there be a responsible official here? Fuchs was
in Canada only in the internment camp; he was never free in Canada; he was
never given a landing permit; he was just a United Kingdom internee in this
connection.

Mr. MutcH: Are we not getting ourselves possibly involved in something
where the relationship which Canada has is a purely casual one, and are we not
distorting it out of all proportion to the Canadian importance. After all this
was a man who was the guest of another government, sent here at their instiga-
tion and returned to them at their instigation, and before we had any knowledge
of him he had completed something like five years in their service. If as the
minister has said, the only information in Canada was sent to the United
Kingdom when it became available, whether or not they made any use of it is
a matter that the public of that country could be concerned about, rather
than ws.

Mr. GraypoN: I think the honourable member who has just spoken has
perhaps not grasped the point I had in mind. What I had in mind was to find out
what precautions were taken by way of examination of the man who had the
notebook, and not of Fuchs himself, because it seems to me there must be some
looseness somewhere if the man who had the notebook was not carefully
examined on the history of Fuchs—because that is the responsibility of Canada
and not of the United Kingdom. That is why I think it ought not to be left
without all the ends being tied together.

Mr. Cort: That information would be available to the member for Peel,
as it is to all of us, in the report at the royal commission.

Mr. Murcu: With deference, it seems to me that it would be a bit unusual
for this committee to enter into what seems to me to be an investigation of the
thoroughness and competence of the commission sitting in 1946. I suggest that
for all practical purposes that is not a suggestion that is worth much as far
as I am concerned.

Mr. McCusker: I asked the question to clarify the attitude of the depart-
ment in so far as a misleading statement having been put out is concerned. I
have no intention of re-opening the trials or having an investigation of the
royal commission but I thought, in justice to the department, that you should
be given an opportunity of clarifying the department’s actions in regard to this
editorial that appeared in the paper. That is as far as I wished to go.
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It was not my intention to open up the spy trials or an investigation of
the commission which sat at that time. I am quite sure that any of us who
| followed the proceedings at that time feel that the commission went into
I this thoroughly and that it would not have left any stone unturned to find out
- who were dangerous people.

, Mr. Graypon: Somebody left some stones unturned somewhere and 1
1 ) would like to know who did it?

The CHAmRMAN: On the point raised by Mr. Graydon there is no doubt

I but that the Minister of External Affairs has given all the information he

E can possibly give. We find then that we might overlap into another depart-

i ment. If you will leave the matter to me I will make some inquiries as to

" whether it is within the orbit of activities of our committee to call some offi-
cials of the Department of Justice. Would that be satisfactory to you?

Mr. Picarp: I think this committee should take its own action in this
regard and we might come to the conclusion that, as Mr. Mutch has said, the
work of the royal commission need not be re-opened in the Committee on
External Affairs. I think we have been assigned a specific duty which must be
carried out. I think the point has been raised only to clarify the position of
the minister, but once that has been done the members can express satisfaction
or dissatisfaction with his answer. I think we should all be satisfied.

To go further than that and to enter into the spy investigation is, I think,
beyond the work of this committee. I think it is not appropriate to call any
officials of the Justice Department with respect to the Fuchs incident.

Mr. Graypon: That is of course taking us into another field altogether and

and I have no desire to do that, but the Fuchs trial and conviction is a matter
of international affairs. It is not a question of a spy trial and nobody suggests
opening the spy trial even if we were competent to do so. It does seem to me
however, that you cannot leave the Fuchs matter just in the way it is left here,
v without finding out what responsibility the Canadian government had with
;‘4 respect to the position in which the U. K. government finally found itself.
b I think the suggestion which the chairman has made is a good one—that he
look into the matter himself. We are not asking anyone to take it out of the
hands of anybody. When we have another meeting the chairman can indicate
what his exploration has discovered and we can deal with the matter then. We
need not waste any more time now.

The CuamrMmAaN: When I said I would look into it I included the steering
committee—I would not take it upon myself alone but I would bring it to the
attention of the steering committee.

Mr. Core: The question raised by the member for Peel has already been
answered by the minister—I refer to the responsibility of our government. The
minister has stated, if I am not mistaken, that the Canadian government only
had one thing to do with that man. The Canadian government’s position was
that he was a guest, here at the request of the British government, and when
he was recalled we sent him back, I think it is very clear that the only respon-
sibility of the Canadian government was to be host to a guest from the British
government.

Mr. CoupwerL: The notebook was sent to the British and American
authorities. If the person who possessed the notebook was charged and convicted
then there would be some reason to take further steps but, if he was charged
and found innocent, people might think the notebook had no bearing on the
matter. If we get that point cleared up I think we could go on.

60474—2}
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‘Mr. Murcu: It is perhaps a reasonable assumption that if one name on
that list turned out to be this particular person, Klaus Fuchs, then the whole list
should be subject to fairly close scrutiny—whether the original possessor was
discharged or not.

Mr. CorpwerL: If in 1946 the man who possessed the notebook was neither
charged nor convicted, they might consider these names meant nothing at all;
on the other hand, if he was charged and convicted they might consider that they
should look further into it.

Mr. Murcu: The mere fact that the list was sent is an indication that those
are people upon whom suspicion has fallen but, as the army says, the respon-
sibility rests on those in whose custody he is—and we have not seen him for
five years.

The Cuamrman: Would you place a motion before the committee, referring
the matter to the steering committee?

Mr. Stick: I will so move.

The CaArrMAN: That motion is moved by Mr. Stick, seconded by Mr.
Coldwell.

Carried.

Mr. Bater: Do I understand from the minister that the Torquay meeting is
dealing exclusively with tariffs?

Hon. Mr. PrarsonN: That is right.

Mr. Fournier: Mr. Minister, at the beginning of your remarks, you stated
that an aggression against one member of the Atlantic Pact would be aggression
against every other onme. Of course that means war—but who will decide or
declare war? Will there be an international meeting of some kind? Will there
be some consultation? Who will speak first?

Hon. Mr. Pearson: Well, we went into this, I remember, last year when we
were discussing the Atlantic Pact and the legal and constitutional implications
of our signature to that Pact. We have accepted an undertaking, in signing the
Atlantic Pact, to consider an attack on one member of that group as an attack
on all. It remains the responsibility and prerogative of the Canadian govern-
ment, and Parliament, to decide what action they will take if such an attack
has taken place—and indeed it remains our decision as to whether there has,
in fact, been such an attack, or whether we should declare formal war as a
result of it. That is not a legal or constitutional change by reason of the signing
of the Atlantic Pact.

Mr. Stick: Can the minister say just how far the Newfoundland base
agreements have gone? Would you like to make a statement on it? If you are
not prepared to make it now perhaps it could be done later?

Hon. Mr. Pearson: I can make a preliminary statement. It is a matter
of very considerable importance, especially to Newfoundland. The situation
is that when Newfoundland became a province of Canada, Canada accepted
the treaties and arrangements and undertakings which had been made previous
to Newfoundland joining Canada. Among those was the bases agreement with
the United States. We were bound, under international law, to accept the
obligations of this agreement, even though the Canadian government might
not have had anything to do with the making of that in the first place.

We have been discussing, for some time now, with the United States
whether there will be any change in that situatien arising out of the fact these
bases are on Canadian soil and not on Newfoundland soil in the same sense
that they were before—and whether a change in the situation would possibly
warrant a change in the agreement.
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‘Those conversations have been going on for some time because this is a
very difficult and complicated matter, and it has been referred to the
Permanent Joint Board on Defence, Canada-United States, for recommendations

A meeting of the board was held a couple of weeks ago in Montreal when
this matter was discussed, and recommendations have been made to both
governments, and I am in a position now to express on behalf of the Canadian
government our satisfaction with them. There may be one or two details which
will require further consultation and discussion with the United States, but
by and large we consider the recommendations are satisfactory.

Mr. Stick: The negotiations are proceeding satisfactorily?
Hon. Mr. Pearson: Yes.

Mr. FLeminGg: May I take a long jump now from Newfoundland? Perhaps
the minister would not care to answer the question, but I would like to ask
him what information the department has with reference to the alleged presence
of Soviet troops, or training personnel or advisers in China assisting the forces
of the communist Peking government.

Hon. Mr. Pearson: We have not very much information as to the presence
of Soviet troops, Soviet officers or Soviet technicians in the communist Chinese
armies that led to the overthrow of the nationalist rule on the continent.
There is no doubt that those Chinese communist armies received assistance from
the Soviet; there is also no doubt that there has been a good deal of help from
the nationalist forces. I do not want to be misunderstood in saying that. I
mean a great deal of their equipment had been originally equipment of the
nationalist forces and the evidence shows—information was given last autumn
at the United Nations—that the communist forces were armed with a variety of
weapons, Japanese, Russian and American, so it possibly would not be correct
to say that Russian direct military assistance of itself determined the issue of
that particular struggle. That is a matter of opinion. I do not happen to
think that that was the case.

Since the establishment of the communist government at Peiping we are
not able, of course, to get very much information on what is going on; we
do not recognize that government and though we have representatives in Nanking
still, and in Shanghai, they are not accredited to that government and naturally
you would not expect them to be in a position to get very much information.
It is quite clear, however, from information in the possession of various people,
received from a variety of sources, that recently there has been some movement
of Soviet technicians to the assistance of the communist Chinese government,
administrative technicians and other kinds of technicians, and some of the
fighter planes that have been appearing in the air over Shanghai and Nanking
to take on the nationalist bombers are Soviet type fighters, Soviet jet fighters.
They are not manufactured in China.

Mr. Freming: You have information that you accepted to the effect
that there are Soviet manufactured planes participating in those operations?

Hon. Mr. PearsoN: Yes, the Chinese armies on both sides are using planes
that are not made in China. In fact, I do not think any planes of that type
are made in China. There are Soviet planes being used by the communist forces.

Mr. CoLoweLL: Both sides are using American planes, are they not?

Hon. Mr. PearsoN: I do not know.

Mr. CoLpweLL: I mean planes that were captured.

Hon. Mr. PEARsON: Pos_sibly. I think I read something the other day,
along the lines of what you said just now, that the nationalist armies surrendering
are taking their equipment with them.

Mr. FreminGg: How is the Canadian government handling its relations in
Nanking, Canton and Shanghai?
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Hon. Mr. PearsoN: We have no one in Canton, we never had a representaﬁ#e
there.

Mr. FLeMminGg: No trade representatives there?

Hon. Mr. Pearson: No. We have a Consul General in Shanghai. Until
recently we had a trade commissioner there. We have now a Consul General
and I think a Vice Consul. They are carrying on as normally as possible in the
circumstances, but the circumstances are not too pleasant. They are living
in a country, the de facto rulers of which we do not recognize. That hampers
their activities to some extent. They have been treated quite-correctly, and
have had no particular trouble in that respect. They are able to do in Shanghai
certain consular work; they have been able to help Canadians get out of China.
We had hopes they would have been able to get some Canadians on a ship which
was recently going in to evacuate Americans but it did not quite actually get
into Shanghai because it was not permitted to do so. Our chargé d’affaires is still
living in Nanking.

Mr. Graypon: Who is our chargé d’affaires there?

Hon. Mr. PEARsON: A gentleman by the name of Mr. Chester Ronning, who
has lived in China many years, speaks Chinese, is a Chinese expert and has
been in de facto touch with the government of Peking. We are getting mail in
and out. When I was in Hong Kong I was able to telephone our Consul General
in Shanghai without too much difficulty. I suspect he was not the only person
listening, but I do not know.

The CuAIRMAN: Have you any reports on the missionaries that are left on
the Asiatic continent in China?
: Hon. Mr. PrarsoN: Yes, we have reports. I have the number of Canadian
missionaries that remain in China. We have been in touch with those who are
left and we did our best to call their attention many months ago to the difficulty
and possible dangers of the situation and gave them every opportunity to leave
China, if they so desired. They did not take advantage of that opportunity.

Mr. BenmicksoN: What specifically did the department do in that
connection?

Hon. Mr. Pearson: I have the figure here that was asked for by the Chair-
man. There are about three hundred Canadians now in China. That number
includes the missionaries and their families.

I am not sure whether I can state offhand the specific steps we took to
facilitate their exit from China. We sent a destroyer out there about a year ago
and we have helped Canadians to get transportation on other ships going out.
We were then in touch with the Chinese authorities to expedite their exit. We
did our best to help them—that is what our people are there for—but most of
them decided to stay on the job.

Mr. BeENDICKSON: You said you did your best and I just wondered if you
could elaborate. ‘

Hon. Mr. Pearson: Offhand I cannot.

1_\Ir. MurcH: Is it correct, Mr. Chairman, that more recently than that,
permission has been given for additional missionaries to enter China in the last
couple of months. : '

Hon. Mr. Pearson: The last information I had regarding missionaries
returning to China was that it was impossible to get permission from the
communist authorities for their return. Now, that was about a month ago. I
got it from the heads of one of the religious missionary organizations. They
came down to see if we could do anything to help their missionaries here to get
back to their posts in China, but we were unable to do anything.
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Mr. MurcH: But the refusal comes from China, not from any unwillingness
on the part of the Canadian government?

Hon. Mr. Prarson: Oh, no, it arises out of the fact that the Chinese
authorities will not let them back in.

Mr. Fraser: What do those who are in there now do for supplies and money
from home, or do they get anything?

Hon. Mr. Pearson: Well, I do not know how they actually get their money
or whether they are getting any money from home. I suspect there are ways of
getting money into China but I do not know anything about it. -

Mr. Fraser: It would have to be smuggled in, the authorities would not
give permission, would they?

Hon. Mr. Pearson: I just do not know how it is done.

Mr. Stick: According to the latest news there is quite a bit of smuggling
going on between Canton and Shanghai.

Mr. BrerrHAUPT: Have you any idea from information in your department
as to how the missionaries are being treated?

Hon. Mr. Pearson: Yes, we have had reports. In some parts of China it
seems that they have had difficulties but most of the reports indicate that they
now are being correctly treated and are able to carry on their activities.

Mr. HaNSELL: Are there very many who insist on staying regardless of any
advice they might have to return?

Hon. Mr. Pearson: Oh, yes, those who are there now have received advice
from us that in the circumstances we thought they should come home but mis-
sionaries do not leave their posts normally.

Mr. HanseLn: How many “are there?

Hon. Mr. PearsoN: About three hundred remain in China. How many
are missionaries, I do not know—

Mr. Fueming: Was there not some information passed out by the new .
communist regime that those who left would not be permitted to return but that
those who remained would be permitted to remain?

Hon. Mr. Pearson: I think that is the case, and we have had from the
missionaries, at least in west China, no complaints of bad treatment or of
inability to carry on their work.

Mr. CoupwerL: There are British diplomatic representatives in China?
Hon. Mr. Pearson: Yes.

Mr. CorpweLL: Do they look after our people at all? Is there any reciprocal
co-operation?

Hon. Mr. Pearson: There have not been any instances of that kind as yet
that T know of. The British have not yet actually established a British repre-
sentative in Peiping. They are still negotiating. I do not think there are British
consuls in west China.

Mr. McCusker: May I ask the minister a question—

! Mr. BA’I.‘ER: _Is it know_n, Mr. Pearson, to what extent the Russians have
laid foundations in conneection with their industry and commercial activities?

Hon Mr. Pearson: No, it is not known in any detail or with very much
authority. It is very difficult to get an exact picture of Russian activities in
China at the present time. We have some information and that indicates that
Russian technicians are helping not only the Chinese army but Chinese industry
and they are moving in, but as far as we can gather not in any great number.
The Russians are short of good technicians at home, China is a big country, and
it is not being overrun by Russian technicians as far as we can gather.
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Mr. Graypon: Not yet.

Hon. Mr. Pearson: Not yet, but whether it will be or not, your guess is as
good as mine.

Mr. Stick: Mr. Pearson, you said we have our consul as Nanking and the
United Kingdom government has no consul there. I take it for granted that if
a British subject other than a Canadian applied for assistance to our consul
we would help him as far as we could.

Hon. Mr. PearsoN: Our general rule is that as we have received great
assistance from British consular offices all over the world, whenever we are in
a position to reciprocate we ought to be happy to do so. In the situation you
mention, however, we are not in a position to do very much because our man is
not accredited at Nanking.

Mr. Stick: But in the ordinary course he would advance help?

Hon. Mr. Pearson: He would do anything he could.

Mr. CorpweLL: What about the question of a recognition of China?

Hon. Mr. PearsoN: That matter is still under consideration. That is about
all I can say.

Mr. CoupweLL: There are three classifications of that.

Hon. Mr. PearsoN: One of the aspects of the question which causes a certain
amount of hesitation is the difficulty of those who have recognized communist
China in establishing effective diplomatic contacts there. I think it is true to
say that the United Kingdom government have not yet succeeded in getting
an ambassador in Peiping and they recognized the communist government of
China last September.

i Mr. CoLpweLL: I was thinking of all the western nations cutting themselves
off.

Mr. BENIDICKSON: Since the war, what gifts of money or material has Canada
made to the Chinese government, if any?

Hon. Mr. Prarson: Well, we participated in U.N.R.R.A. and U.N.R.R.A.
did some good work in China and part of the relief of UN.R.R.A. came from
Canada. We extended a credit to the nationalist government after the war of,
I think, some $60 million.

Mr. Benmickson: When was that?

Hon. Mr. Pearson: That was in 1946.

Mr. Green: Has that been written off?

Hon. Mr. Pearson: We still recognize the government to which that credit
was advanced.

Mr. Green: But has that loan been written off?

Mr. CorpweLL: Has all the credit been used up?

Hon. Mr. Prarson: No, there is an amount outstanding in that loan now of
about,—I think before I start tossing off these figures I had better find out what
they are, but I only know that the total amount was $60 million and some of that
is still outstanding. How much, I do not know.

Mr. CoupweLL: Could you give us a breakdown?

Hon. Mr. Pearson: It would be quite simple to get that information.

Mr. CoupweLL: How it was used up, in food, munitions, or otherwise? :

Hon. Mr. Prarson: Yes. I hope I can get the information, but as to the
breakdown, would it possibly not be better to reserve that for another meeting?

Mr. Green: What help is Canada going to give to the countries in southeast
Asia who are standing against communism? There was some discussion at the
Colombo conference about giving help to those nations but there has never been
any statement as to what Canada is prepared to do.
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) Hon. Mr. Pearson: There has never been any statement as to what any of
the countries have been able to do or will be able to do to help southeast Asia.
That is one of the reasons why we are having this meeting at Canberra, to go into
the matter in greater detail than we did at Colombo and to see in fact what we
can do. Now, when you relate our own resources, which will be available for
this purpose, to the immensity of the problem, it gets a little depressing; but
there are some things that can be done out there without too great expenditure
which might be very valuable. We have some ideas on that and we are going
to try to discuss those ideas at Canberra.

There is another complicating feature, though, in regard to aid to southeast
Asia. There are other agencies interested in this problem and we must be careful
in these matters not to set up too many organizations and make the machinery too
complicated. The United Nations have a commission for southeast Asia and
they have been investigating the situation out there for some time and they have
produced reports which in great detail explain the problem. The “Point four”
‘program of the United States will be for southeast Asia as well as for other parts
of the world. The LL.O. office have been investigating what can be done out
there, so has the Food and Agricultural Organization been investigating what can
be done to increase food production. There can be nothing much more important
than that, over there. Now, we should not only do what we can in the common-
wealth, but we should make sure that the commonwealth activities do not get in
the way or overlap with those being carried on in other places.

Mr. Green: Is there not a time limit? If this help is not given at an early
date it is very likely to be useless?

Hon. Mr. Pearson: That is true, but the giving of international help in this
way is usually a pretty difficult thing to arrange and usually takes a certain
amount of time—sometimes it takes too long. A great need out there at the
moment, and which might be satisfied with the least possible delay, would be the
supply of technical assistance. Now, it would not cost very much to set up
under the commonwealth or United Nations auspices an institute of hydraulic
engineering or irrigation for a country like Pakistan to teach people how to carry
on the irrigation and engineering schemes which are so important to them. That
might be the centre for that kind of thing in the whole of south east Asia.

Nothing could be of more importance to India than the establishment of a
commonwealth institute of food in New Delhi from which all southeast Asia
countries might benefit. In Indonesia, there are 63,000,000 people who have
recently gained independence. I was told, when I was out there, that their
greatest difficulty is to get trained administrators. An institute of public adminis-
tration in Indonesia, under United Nations auspices, or international auspices, or
commonwealth auspices, might be a very great help. That is the kind of thing
we have in mind.

Mr. Greex: Is Canada prepared to send out technical assistance of that
kind right away? I wonder; because, as far as I know, there is no provision
being made in the estimates for any such expenditure and, once the House has
adjourned, will it be possible for any steps to be taken to help these people
until the next year?

.M. Srick: That problem is all wrapped up with the problem of education
in the east. If you send out technical experts to teach and if the populace has
not got the proper standard of basic education, you are not going to get very
far. Tt is all wrapped up in education.

Mr. Greex: I wonder if T might have an answer to my question?

Hon. Mr. Prearson: Well, we have had one or two specific inquiries from
some of the countries out there for expert assistance already, in connection with
ﬁs.heries. The Department has been looking into the question of supplying fish-
eries experts for two countries out there. It was not easy to do in a great hurry,
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because our experts are pretty well occupied here on fisheries matters and, while
the department concerned considered this, one country got experts from Norway
and those experts are already on the scene in that particular country. They
usually ask four or five countries—and they are well advised to do so.

Mr. Greex: Has Canada sent out any assistance at all to date?

Hon. Mr. Prearson: I do not know of any such assistance that has gone to
those countries in the last six months. We have sent people out to Pakistan
and India for other purposes—not for the kind of work that I have been
discussing but we have observers—United Nations observers—helping to see
that the truce is observed between India, Pakistan, and Kashmir. I think
Canada has more observers there than any other country. !

Mr. Green: That is not the kind of thing I meant.

Hon. Mr. Prarson: No, but it is assistance.

Mr. Green: No, I refer to the type of assistance which you referred to a
moment ago.

Hon. Mr. PearsoN: No, T do not know of anybody going out since the begin-
ning of the year to provide for the service which we have been discussing.

Mr. BenmicksoN: When you say you have requests for technical assist-
ance in those countries, do you mean that they have asked for the temporary -
release of people working for our government so that those people can take over
the problems in those countries?

Hon. Mr. Prarson: Either that or that we should get people to go out there
and take long-term contracts—not necessarily people from the government but
from private agencies—the universities and that sort of thing.

Mr. BenimicksoN: They do not suggest that we pay their salaries?

Hon. Mr. Pearson: No. ;

Mr. Bater: Are there any openings there for our own young people who
have graduated from D.V.A. schools and generally from the war assistance
program?

Hon. Mr. Pearson: I am not qualified to say very much about that but
we have received students from Pakistan and India at some of our institutions.

Mr. Greex: How many have we had?

Hon. Mr. Pearson: I do not know, but I have seen them.

Mr. Stick: They have been coming here for years.

Mr. McCusger: What has happened to all the English civil servants out
in those countries?

Hon. Mr. Pearson: A lot of them are living on their pensions.

Mr. McCusker: Can they not be brought back from pension?

Hon. Mr. Pearson: Some of them are still living out there.

Mr. Picarp: Do you mean that India and Pakistan would prefer to get
Canadian technicians to replace the British technicians and do you mean that
Indonesians would prefer to get Canadians than Dutch people? Did they not
have technicians with the former governments who co-operated with the local
population? Did they not have any technicians who might have helped them
to launch these programs?

Hon. Mr. Pearson: Yes, they had, but they were short of them and when
the political situation changed some of them, when the colonies became inde-
pendent, took their pensions and retired. -

Mr. Picarp: Those countries would rather see our people?

Hon. Mr. Pearson: Those countries may be more conscious of their needs
now that they are responsible for their own affairs.
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Mr. McCusker: I would like to ask one question—it will not take long. I

notice from a press despatch that a shipment of Czech cars coming to Canada

as been sabotaged. I wonder if that was part of the cold war and whether
here is likely to be any international complication?

Hon. Mr. Pearson: It has not caused any international complication that
I know of. I have no knowledge of it beyond what I read in the press. I do
not think that it has been brought to our attention by the Czech government.

Mr. Graypon: I do not want to leave this subject, but might I revert to
China once more. I think that everybody in Canada is gravely concerned over
the recognition of the communist government and there are one or two things
that might be cleared up as far as the public mind is concerned. I understand
that the British recognition arrangements, exchange arrangements, have been
held up rather largely because of the rather onerous conditions which have
been placed upon that recognition by the Mao government in China, and the
British government people have almost had to undergo an entrance examination
to enable them to qualify for exchange. But one thing concerning some people

‘is this. Has the government given any consideration to the position of those

of Chinese extraction in Canada? What effect would recognition, if it comes,
have on these people who are here and, on that point, may I ask the minister
whether or not any representations have been made or any exploratory discus-
sions held with the Chinese in Canada as to their position, as far as recognition
is concerned?

Hon. Mr. Pearson: Yes, I have had some discussion with Chinese Canadians
who have come to Ottawa to discuss with me, as representing the government,
their preoccupation about this question of recognition. The position of the
Chinese in Canada, naturally, is one factor in this problem. If they are Canadian
citizens, of course, it should not be a factor of any great importance because
they are Canadians. Some of them are not Canadians and they are naturally
exercised in one way or the other over the effect of recognition. You mentioned

‘the British being asked to pass an entrance examination—and ‘“entrance

examination” is a good expression in this particular case—before they could
get into Peking. There was some additional complication about their position
because they owned a compound in Peking. I think there was a long discussion
which is still going on about their property there. That has been a difficulty
and it has caused some other countries to hesitate even longer than they might
have hesitated about recognizing this government.

On the other hand it is true to say that the Indian ambassador is functioning
in Peking—I call it Peking although that is the old-fashioned word. I think
the Netherlands and Sweden had a little difficulty in clearing away difficulties

‘before the exchange of diplomatic representatives took place.

Mr. Graypon: Have we any liaison with the Indian ambassador in China
as far as Canada is concerned?

Hon. Mr. Pearson: No, but we were in close touch with the Indian govern-

ment, while they were negotiating with the Chinese, because we were interested
in their experience.

Mr. Green: What is the position of most Chinese in Canada? Are they
supporters of the nationalist regime? My understanding is that there are few
who support the communist regime?

Hon. Mr. Pearson: I do not know, but certainly those I have talked to have
not been supporters of the communist regime.

Mr. Hanseun: Is the present communist government particularly anxious
for recognition? Is not the play being made on behalf of other nations?

_Hon. Mr. Pearson: I am not in a position to assess their anxiety or non-
anxiety in regard to Canadian recognition. However, they notified us very
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shortly after the establishment of their government—and that was of course
their claim for recognition. I believe it was last December.

Mr. Benmickson: What controls are there on the export of arms from
this country?

Hon. Mr. Pearson: Arms cannot be exported without a permit from the
government and, in cases where the export is of any considerable quantity, the
question is given pretty careful examination by the officials of External Affairs
and other departments concerned and then it goes to the cabinet—I refer to
each individual request.

Mr. Benmickson: Is there any statute that covers the conduect in thig
- matter?

Hon. Mr. Pearson: I do not think it is a statutory requirement; I think
it is a matter of government policy that no export will be permitted without
a permit which is given or refused after consideration by the government.

Mr. Green: Are we not exporting arms to both sides?

Hon. Mr. Pearson: Where?

Mr. Green: To China?

Hon. Mr. Pearson: No.

Mr. Green: Which side?

Hon. Mr. Pearson: We have never exported any arms knowingly to the
communist, forces in China. We have not exported any arms to the nationalist
government, of China—at least since last autumn. I think it was last September
that we stopped.

Mr. BexmicksoN: When you say “we’”’; are you referring to the government
making the shipments?

Hon. Mr. Pearson: No, permits were given for the shipment of arms from
Canada to China. _

Mr. CoTt: Was that policy based on the necessity of piling up our own
material?

Hon. Mr. Pearson: The necessity of what?

Mr. Fournier: Keeping our stock for ourselves?

Hon. Mr. Pearson: No. The reason for not shipping arms to the communist
organization in China is obvious. I do not think that we need go into that. Last
autumn—I have not the exact date in mind but I think it was in September—the
deterioration of the nationalist forces was such that we thought there was a
probability of them being driven out of China; and that is what soon happened.
It seemed certainly undesirable to ship arms to an army in that condition.

Mr. Fournier: Are we shipping other supplies to the nationalist authorities?
Hon. Mr. Pearson: I do not know.
Mr. Fraser: We are not advancing any money to them?

Hon. Mr. Pearson: When I say “we”, the government has nothing to do w_ith
ordinary commercial shipments to China or to any place else. Whether Canadian
shipments are going to Formosa or continental China I do not know.

Mr. Fraser: We are not advancing them anything now—any money?

Hon. Mr. Pearson: No.

Mr. Fraser: Then nothing can go unless it was advanced?

Mr. Ricuarp: It could be sent by private companies?

Hon. Mr. Pearson: Private barter arrangements or something of that kind
might be possible.

Mr. Fraser: But the funds would have to be supplied here?



Hon. Mr. Prarson: I do not know of any technical reason why there could
not be an exchange between a private merchant in Canada and a Chinese mer-
chant in Formosa, if they could work it out.

Mr. Picarp: Are there rules governing this granting of permit for export
of arms or is it left to the discretion of the government?

Hon. Mr. Prarson: Each application is considered on its merits.

Mr. Prcarp: And by which agency of the government?

Hon. Mr. Pearsox: The recommendation usually is made after the Depart-
ment of Trade and Commerce of External Affairs and the Department of Trade
and - Commerce and that recommendation, except in very minor shipments,
- goes to the full cabinet.

Mr. Picarp: No definite rules apply; it is a question of judgment on the
part of the government?

Hon. Mr. Pearson: It is a question of judgment.

Mr. Fraser: That would have to go to the export board, would it not?
Would it not have to go before the export board to get a permit?

Mr. Stick: That would be to Trade and Commerce.

Hon. Mr. Pearson: I am going to ask Mr. Moran to explain the technical

requirements which must be fulfilled before this matter reaches the government’s
consideration.

Mr. Moran: There is an export-import act to which I think there were
some amendments made at the session of parliament last year. Under that
act there are certain classes of commodities which require export permits. The
shipper of any such items must apply to the export permit branch of the
Department of Trade and Commerce. Under the regulations of that office specific
types of commodities are referred to the Department of External Affairs for
consideration. Of these there are categories which must be referred to the
government before approval can be given. All items of military equipment are in
this category.

Mr. Fraser: May I ask a question there? The application first of all would
have to be made to the export board and they in turn would turn it over to the
external affairs branch?

Mr. Moran: There is a form which the shipper fills out and sends to the
export branch.

Mr. Fraser: Yes, and the export branch would refer that application to the
External Affairs Department, if it was arms?

Mr. Moran: If it were arms it would fall within the list of categories which
require government authority before an export permit may be issued.

The Cuamrman: It is after six o’clock, but before we adjourn, I should
say that we are all appreciative of Mr. Pearson for the information that he has
given. He will be back again this week and, if it is satisfactory to you, I propose
that we meet on Friday at 10 a.m.

Mr. FLeming: That is prettly early.

Mr. Fraser: 10.30 would be better
B Mr. Jurras: Why not 11 o’clock.

4 Mr. MurcH: Two hours is a long enough sitting.

The CrarMAN: We will call it eleven. Before we leave, however, I would
ask Mr. Pearson to be prepared to make a brief statement on Germany and also
on Spain. Germany is divided into two parts and I know that Dr. Gauthier
and myself would be glad to hear a discussion on those two important problems.

Hon. Mr. Pearson: Very well.
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The meeting adjourned.
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MINUTES OF PROCEEDINGS

Fripay, April 28, 1950.

The Standing Committee on External Affairs met at 11 o’clock. Mr.
J. A. Bradette, Chairman, presided.

Members present: Messrs. Bater, Benidickson, Bradette, Campney, Coldwell,
Cote (Matapedia-Matane), chkey, Fleming, Fournier (Mazso'rmeuve-Rose-
mont), Fraser, Gauthier (Lake St. John), Hansell, Leger, Low, Mutch, Pearson,
Rlcha.rd (Ottawa East), Stick.—18.

Also Mr. R. R. Knight, M.P.

In attendance: Messrs. A. D. P. Heeney, H. O. Moran, S. D. Hemsley and
F. M. Tovell.

The Chairman referred to the presence of His Excellency, Urbo Toivola,
Minister of Finland and Mr. H. F. Eschauzier, Counsellor at the Netherlands

Embassy.

The Chairman instructed the Clerk to have a re-arrangement of the seating
capacity made.

It was agreed to hold the next meeting at 9 o’clock Monday evening, May 1st.
The Chairman gave notice of a meeting of the sub-committee on Agenda

for Monday noon at 2.15 o’clock.

Item 64—Departmental Administration

Before proceeding with his statement, Mr. Pearson was questioned on exit
permits and passports.

Assisted by Messrs. Heeney and Moran, the Minister supplied answers to
questions asked at the previous meeting relating to Canadian loans to China
and to Canadian missionaries in China and assistance to students in the Far East.
He was further questioned thereon.

The Minister made a statement on Germany and was questioned. He was
also questioned on Canada’s diplomatic representations, on trade with Japan and
the alleged dumping of Japanese goods, and on Austria.

Mr. Pearson deferred his statement on Spain until May 1st.
At 1245 the Committee adjourned until Monday evening, May 1st at
9 o’clock.

ANTONIO PLOUFFE,
Clerk of the Committee.
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House or COMMONS,
April 27, 1950.

The Standing Committee on External Affairs met this day at 11 a.m. The
Chairman, Mr. J. A. Bradette, presided.

The CHAIRMAN: Gentlemen, we will now come to order. It is a great
pleasure indeed for me as your chairman to see so many members who have
found it possible to be here today. I know perfectly well that it is a great
strain on members when they have to attend so many committees during the
week. I might mention briefly that I noticed last week in the committee quite
a few members who had no seats around the table, so I am asking Mr. Cardinal,
the appropriate official of the House, to change our present mode of seating
so as to allow for sufficient table space for all the members. I hope that will
be satisfactory to you. _

Now, two days ago Mr. Graydon asked me whether the committee would
consider it in order to allow the discussion on the Fuchs question to be left
in abeyance until he comes back to Ottawa early next week. Speaking per-
sonally, I said to Mr. Graydon that I was in favour of leaving the matter over
until our main meeting next week. Will that be satisfactory to the committee?

Agreed.

Mr. Fraser: When will the first meeting be held?

The CuamrMAN: I should like to have it held at 9 o’clock on Monday
evening. We have been requested by the chairman of other committees to
stagger our meetings and we will do all we can to accommodate them because
they are doing their best to accommodate us.

Mr. Fraser: Why should we sit at 9 o’clock?
. The Cuamman: I understand Mr. Pearson will be away during the day and
it will be impossible for him to be here before 9 o’clock in the evening.

Mr. Fournier: What is wrong with sitting on Tuesday next? Usually all
the members from Montreal are back on Tuesday.

The CuarrmaN: They are generally back on Monday, so as to keep away
from their constituents.

Mr. Fournier: Would it not be possible to meet on Tuesday?

The CramMAN: It is almost impossible due to the fact that there are so
many committees sitting on that day. In accommodating them by sitting on
Monday they will accommodate us and allow us to sit on Thursday for our
second meeting.

Mr. Fournier: This Monday meeting would have to be at 9 o’clock in the
evening, would it?

The CramrMAN: Yes, because it would be almost impossible for Mr.
Pearson to be back here before that time.

Hon. Mr. Pearson: I have the answers to points that were raised the other
day in connection with this matter and I expected to give those answers today.
I should like to be here when this Fuchs matter comes up, just as Mr. Graydon
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would like to be here, but I have to go to the National Defence College on
Monday afternoon, and that is why I shall have difficulty in getting back to
Ottawa before 9 o'clock in the evening,.

Mzr. CorpwerL: Could you not have the answers put on the record and
discuss them later?

The CralrMAN: The request was made to me by Mr. Graydon, who has
always co-operated fully with us under all circumstances. What do you think of
that, Mr. Fraser, would it be in order for the minister to make a brief presenta-
tion or should we wait?

Mr. Core: Why not have one meeting on Thursday or Tuesday?

The CramrMAN: 1 believe we agreed we were going to have our next meet-
ing at 9 o’clock on Monday.

Mr. Core: We had better have one good meeting than two not so good.

The CuarMAN: T am sure we can have two good meetings a week.

Mr. Dickey: I am in favour of Mr. Graydon’s request that we leave the
whole matter over until the first of next week.

The CramrMAN: I would like to give notice to the steering committee that
it will meet in my office at 2.15 next Monday. Now, I will ask Mr. Pearson to
proceed.

Mr. Core: If T might be permitted I would like to ask a question. I do
not know whether it is a question that is in order, but I think it is emergent
and I would like to have it cleared up because of what has been said in various
newspapers. I am referring to the exit permit which was granted to Tim Buck
by our government to go to Czechoslovakia or Hungary. There has been quite
a lot of speculation on this matter, and this may not be the proper time to
bring it up, but I wonder if the minister would be kind enough to give to the
country and to the newspaper men the actual score on that matter?

Hon., Mr. Prarson: Mr. Chairman, I can give information on that point.
I noticed in the press the other night the statement that the government had
given an exit permit to Tim Buck to go to a communist meeting, I think, in
Hungary. But that is not the case. Exit permits are not granted nor are they
required for people to leave Canada. The government does not give exit permits,
so that matter does not arise, and any statement that we gave Tim Buck an exit
permit is, therefore, inaccurate. It is true that Tim Buck left Canada some time
ago, and T believe it is also true he has been attending some communist meetings.

Mr. Core: It is a good thing he has gone.

Hon. Mr. Prarson: It might be a good thing if he left for good. However,
Tim Buck did, I believe, travel on a Canadian passport, and the question has
arisen as to whether we issued a Canadian passport to him for that purpose.
The reply to that question is that we did not. Tim Buck has a Canadian passport
which was issued to him as a Canadian citizen on January 14, 1947. He had a
passport before that issued to him in July, 1936, and when that ran out he got a
passport in 1947 which I assume he now possesses, and he is travelling on that
Canadian passport.

Mr. CorpwerL: That was renewed, I suppose?

Hon. Mr. Prarson: It has not been renewed since it was issued.

Mr. Corpwrrn: I was thinking of the passports we have now.

Mr. Fraser: He got it in 1947 as a Canadian, as a British subject—he got
the Canadian passport in 1947.

Hon. Mr. Pearson: I do not know why he asked for another one in 1947;
the first one he got was in July, 1936, and I believe a passport is valid for ten
years.
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Mr. Lecer: Five years.

Hon. Mr. Pearson: His first passport was out of date so in 1947 he asked
for another passport. He has that passport now so the question of issuing
another one does not arise.

Mr. CorpwerL: If the question did arise, Tim Buck being a Canadian
citizen not engaged in the country in any activities that would be considered to be
illegal—we are not in the position of the iron curtain countries—I do not see how
a passport could be refused.

Hon. Mr. Pearson: Well, no Canadian citizen has a right to a passport;
the granting of a passport is a prerogative act. Normally it has been the practice
of all governments in Canada in modern times not to refuse passports to persons
for any political reason; that has been the normal practice.

Mr. Fraser: Do you not think, Mr. Pearson, it is just as well to let him
have a passport and keep him out of the country as much as possible?

Mr. CorpwerL: I think the very fact that he attended this meeting in
Hungary at which there was a big military parade and so on, indicates the
hollowness of the peace campaign those people are conducting in this country,
and that parade was a good demonstration to give to the Canadian people.

Mr. Stick: I suppose you have nothing further to add on this matter of
passports? :

The CuHAIRMAN: The order of reference today has to.do with the discussion
on Germany.

Mr. Core: I asked to have that matter wait for the purpose of clarifying
this other matter. Now, apparently, it was admitted that the questions should be
asked and answered, and I would like to have this matter clarified by the minister
for the benefit of the press, both English and French. This matter is displeasing
to a great many people. The minister was kind enough to answer the question
and I think he should be allowed to clarfy the situation.

The CrAmrMAN: The question was perfectly in order, and until everyone
is satisfied that it has been properly answered it is still open for discussion.
However, I did mention to the minister the order in which he would proceed at
the present time, and if that is satisfactory to the committee I will ask Mr.
Pearson to proceed.

Hon. Mr. Pearson: Mr. Chairman, I thought that I should deal with some
points that were raised at our last meeting, exclusive of the Fuchs case. I shall
try to answer those points now. The first question that was raised and which
was not dealt with fully by me at the last meeting was the question of the
Chinese loan. Possibly I can put the details of that matter on the record.

Under the financial agreement entered into on February 7, 1946, and a
supplementary agreement signed on May 28, 1948, a credit, not to exceed $60
million was made available to the government of China to be utilized up to the
31st of December, 1948. $35 million of this credit was to be available to purchase
Canadian goods and services for reconstruction and other general post-war pur-
poses in China. The full amount of this portion of the credit had been advanced
at the termination of the agreement on December 31, 1948. This $35 million was
used in payment of the following types of goods and services:

Wheat, wheat flour, other grains, lumber, pulp and paper, machinery,
iron and steel products, non-ferrous metals and products, electrical appli-
ances, fertilizer, coal, freight, commissions, insurance, etec.

Mr. CoLpweLL: In other words, peacetime goods?

Hon. Mr. Pearsox: Yes.

Mr. BenepicksoN: None of these are armaments?
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Hon. Mr. Pearson: No. These were supplies made for the reconstruction
of China after the war. !

The remaining $25 million portion of the loan was limited to purchases of
commodities originally requested by China under mutual aid and other surplus
war supplies. Of this $25 million credit, $16,037,091.15 had been advanced at
the termination of the agreements on December 31, 1948, and that amount was
used for the purchase of the following types of goods:

Ammunition plant, surplus ships, conversion and related services, small
arms and ammunition, aircraft (including parts and supplies), machinery,
electrical appliances and batteries, copper wire, miscellaneous, freight,
insurance, ete.

Of this $16 million a good deal of it apparently was spent in respect of
armaments and ammunition and that kind of thing out of surplus supplies
which we had, previous to the end of the war, been sending to China under
mutual aid. The total advanced under this loan up to March 31, 1949, amounted
to $51,037,091.15, leaving unexpended $8,962,908.85.

Mr. Lecer: May I ask this question? Were most of these munitions and
aircraft in Europe at that time?

Hon. Mr. Pearson: No, this material came out of surplus war stocks in
Canada. Since last September we have not shipped any ammunition to China.

Mr. CoupweLL: I suppose the goods would be sold at prices normally expected
for supplies of that sort?

Hon. Mr. Pearson: That is right.

Mr. Dickey: Did this agreement terminate because of the expiration of a
certain time limit or because of some action of the two governments or one
government,?

Hon. Mr. Pearson: The agreement itself included a time limit, and the
date for the termination was December 31, 1948. That is the first part of the
agreement. As regards the second part of the agreement which covered munitions
and military supplies I have mentioned that it had no time limit but the
government itself ceased shipments under that agreement in September, 1949.

Mr. Ricuarp: Because of the turn of the war?

Hon. Mr. Prarson: Because it seemed to be no time to be sending arms
to China. At that time I recall representations were made to us by the Chinese
government that we should not take that action, but the government decided
that in the circumstances it was wise to do so.

Mr. Bater: Is this credit cut off now?

Hon. Mr. PearsoN: Yes.

Mr. HanseLL: What are the prospects for the repayment of this loan? Are
we going to write it off as a bad debt?

Hon. Mr. Pearson: I think we had better not anticipate much repayment of
this loan. I think the loan is actually now technically in default.

Mr. Ricuarp: It is not the only one of its kind.

Hon. Mr. PearsoN: A question was asked concerning Canadian missionaries
in China, and I am able to give a little more information now than I was able
to the other day. Canadian missionaries in China can receive money from
Canada by a bank draft sent through authorized banks in China. The rate of
exchange in Chinese currency is unfavourable and unrealistic, and that had often
been the case during recent years. The national government blockade of the
mainland ports in China had made it difficult for commercial supplies to be
shipped into the country. A certain quantity gets through, however, frqm
Hong Kong by rail and from the northern ports of Tsing-Tao and Tientsin.
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There are stringent regulations, and travel into and out of China by foreigners
has been very much restricted, but communication by mail to all parts of China
is now possible.
Mr. Fraser: Is the mail going through under the same agreement that we -
had before with the national government, or is there a different agreement? ,
Hon. Mr. PrarsoN: No, there has been no special mail agreement; mail is
going through in the ordinary course.

Mr Corr: Could the minister give a supplementary answer to what he has
already said, about the Red Cross; whether they have ways and means of
proceeding with their program even with the change in government?

Hon. Mr. PearsoN: I have no knowledge, Mr. Chairman, about the present
position of the Red Cross in China and whether they are able to operate under

the present regime or not. I would like to look into that and see if I can get
some information. ' ‘

Mr. Core: My information is that they have had other ways and means to
operate the way they want to. There is the case, for instance, of a person com-
ing from my riding, and through the Red Cross he was able to get back. I
would like to know if that is a particular case or if that is general. I would
not like to judge from one particular case, but from that case I would imagine

that if this man had been able to get what he wanted someone else might have
had the same opportunity.

Hon. Mr. Pearson: We can find out how the Red Cross is operating in
China at the present time, and we will try to do so.

There were some questions asked the other day with respect to Canadian
assistance to students from the Far East. At that time I was unable to give
much information on that question except in a very general way. I have
learned that we have under scholarships offered by the National Research
Council four scholars from India and Ceylon in Canada at the present time,

_and under other fellowships there are eleven scholars from the Far East.

Mr. Stick: Are they for special courses?

Hon. Mr. Pearson: They are doing in most cases technical advanced study:
They are in power stations, power companies and aluminum companies. I met
one last year at the Ontario Hydro Electric plant at Niagara.

Mr. Stick: As a matter of fact, many of these students have been coming

to Canada and to the United States for years to study forestry and subjects
like that.

Hon. Mr. Pearson: There are other students who come on their own.
Those I am referring to are students on scholarships offered by the National
Research Council of Canada or by arrangement with the industrial development
section of the Department of Trade and Commerce; and there are two students
on United Nations fellowships and nine on C.C.R.U. fellowships.

Mr. Corpwern: What facilities now exist for the wives of Canadian citizens
of Chinese origin and their families to get permission to come to Canada under
the disturbing conditions in China? There are still a number of people of
Chinese origin who are Canadian citizens who find it difficult to get their wives

and families here, and I was wondering how that was being handled at the
present, time.

Hon. Mr. Pearson: Well, T know that when I was in Hong Kong there
were a great many persons in that category who were awaiting transportation
to Canada. We have an immigration office in Hong Kong which clears these
people as rapidly as possible if they fall within the approved categories of

immed_iate relatives of Chinese Canadian citizens. The difficulty is to get trans-
portation for them, but they are coming in.
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Mr. CorpweLL: There are facilities, are there?

Hon. Mr. Pearson: Yes, there are facilities.

Mr. CoLpweLL: But they have to go to Hong Kong first?

Hon. Mr. Prarson: They have to go to Hong Kong first. We have, as I
said the other day, offices in Nanking and Shanghai which operate to a certain
extent, but they must go to Hong Kong before they can be cleared to Canada.

Mr. Fraser: I find that if they have the money to fly to San Francisco
that they have a much better chance of getting here rather than waiting for
boat. I have had a number of them come to Peterborough, and the immigra-
tion officers have been very kind and have helped them in every possible way.

Hon. Mr. PearsoN: Our immigration officer in Hong Kong is really
swamped with applications. He is carrying on under difficult conditions.

Mr. CorpweLL: How large a staff has he?

‘Hon. Mr. Pearson: He has a very small staff.

Mr. CorpweLL: Well, he is not in your department; but the staff might
be enlarged.

Hon. Mr. Pearson: I think it might.

Mr. Fraser: I think some of the trouble was that they had difficulty in this
respect, that an application comes over for a child or a wife and then the
authorities over there have difficulty in locating just where the party happens
to be, and there is a delay in consequence. :

Hon. Mr. Pearson: Mr. Chairman, at the last meeting I was asked if I
would make a statement this morning on Germany, and I have prepared such
a statement. It is a very important and controversial subject and I shall stick
rather closely to my memorandum on it. '

Our general policy in regard to Germany has already been outlined in the
House of Commons in debates which we have had on external affairs on January
30, 1947, and May 5, 1948. A general view was expressed on those occasions in
regard to our policy with regard to Germany, and it still stands. We continue to
look for a settlement, a European settlement, under which Germany may resume
a peaceful and constructivé place in the European and world community as a
free democracy. Equally important, it must be a settlement fully equipped
with safeguards against the reappearance of the aggressive and tyrannical
political and economic forces which twice in twenty-five years have brought so
much carnage and destruction to Europe and indeed to the world.

As members of the committee know, Germany, divided and mutilated, is
governed at the present time by the Four Powers, the United States, the United
Kingdom, France, and the U.S.S.R. Under the Potsdam Agreement their Council
of Foreign Ministers was established to prepare peace settlements and to plan
the future of Germany. As the Secretary of State for External Affairs pointed out
in his statement to the House of Commons on January 30, 1947, Canada does
not participate in any way in the Council of Foreign Ministers. Nevertheless,
we have been keeping in close touch with the activities of the Council and
with developments in Germany through the Canadian missions in Bonn and
Berlin. I might say that the mission in Berlin is now in the process of moving to
Bonn. From time to time we have conveyed our views on Germany to the foreign
office of Paris, London, and Washington, and we hope to be able to continue to
do that.

The central question of this complex riddle of Germany, and the most
perplexing question of all, is when and how a- peace settlement can be made.
It is now five years after the end of fighting and no peace settlement has bee_n
made nor is one in the offing. The record of the Council of Foreign Ministers is
one of almost complete frustration. I think, in the meetings of that council,
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you can observe the stubborn and refractory nature of Russian obstruction at
its worst. Peace treaties, /of course, were signed with the allies of Germany,
most of them now the satraps of Russia, but even these are not honoured. The
meetings of the Council and their deputies to draft a treaty for Austria now
number over 250, and progress there has been almost completely blocked. On
Germany, there have been meetings of the Council in London, Paris, Moscow,
and Berlin, and they have become increasingly acrimonious and increasingly
futile. On such questions as the level of German industry, reparations, the control
of the Ruhr, and German frontiers, there was complete failure to find common
agreement. Mr. Bevin last May in Paris put forward proposals for German
unity which were flatly rejected by Mr. Vishinsky. Last June Mr. Acheson
proposed free elections for Berlin and the unification of that city, with the
same result. So, there has been practically no progress made in respect of the
German peace settlement. It seems to be perfectly clear that the U.S.S.R. will
only consider a peace settlement for Germany on its own terms—a settlement
which will mean the shackling of political life in Germany and give Russia the
opportunity to participate in the industrial potential of the Ruhr, and also the
opportunity to dispose as they see fit of German manpower.

Having reached a dead end in this effort to work out-a settlement by
agreement between the Four Powers, the three western democratic powers were
forced to turn to a policy which might result in the stabilization of that much
of Germany as lay within their control. As you know, the Federal Republic of
Germany was constituted in August last, and agreements made on the Inter-
national Ruhr Authority, a Military Security Board, and a new level of industry
program. Under the present constitution of Germany, embodied in the Occupa-
tion Statute and the Basic Law, considerable progress has been made by the
Germans themselves towards “earning their way” back to a position where they
can resume normal international relations. German production is now reported
to be back to the prewar level. A coalition government, democratically elected,
rules German internal affairs under the Allied High Commission; and, by the
Petersburg Protocol of last November, the commission has agreed to provide
for German consular and commercial representation abroad, and to promote
German participation in international organizations.

Progress is being made in western Germany toward the integration of
Germany once again into international life. The outlines already are discernable,
but the situation is still pretty difficult because Germany remains the theatre of a
fateful struggle between two conceptions of human organization—the free state
and the slave state. It is impossible not to ask one’s self what part Germany
will play in that struggle. It may well be a very critical part indeed.

I suppose that we have no doubt on our side about what part it should play.
The creation of a free and co-operative Germany is a basic policy of all free
western states; the problem is how to achieve that goal, or how to convert that
principle into a policy. It has been suggested that one way of freeing Europe
from the burden of its present position and restoring the sense of actuality
and unity to Germany is for the occupying powers to withdraw completely from
Gemany—the occupying powers, of course, include the U.S.S.R.—and to permit
the establishment of a unified neutral German state, economically strong,
disarmed and able to contribute by its products of hand and brain to the pros-
perity as well as the security of the European continent.

No doubt you have been reading about this proposal. It has caused a good
deal of attention. That there should be a complete withdrawal of all the occu-
pation forces from Germany, and that Germany should be unified, disarmed,
and neutralized, is, superficially, a very attractive idea.

Mr. Stick: Did that idea come from Russia?
Mr. Bexmickson: Dorothy Thompson is one of the prime advocates of that.
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Hon. Mr. Pearson: Yes, she is'; aﬁd the Russians have indicated a good
deal of interest in this scheme. Obviously, from their point of view, complete
withdrawal would be a great advantage in the cold war.

Mr. Core: Has Canada expressed itself in that respect?

Hon. Mr. Prarson: We have expressed ourselves along the line that I am
taking now, the desirability of this proposal in theory and the dangers of it in
practice, unless it is very carefully conditioned. This proposal for neutralization
leaves a good many unanswered questions and I would like to mention a few
of them. In the first place it seems to me difficult to see how a country with the
immense vitality and productive power of Germany, having as it would extensive
foreign trade and external connections, and its historical connections, could ever
remain neutral.

The same idea has been put forward in the Pacific—that Japan should
remain neutral, and the same answers are given. Germany’s political responsi-
bility and philosophy alone would compel it, it is suggested, to choose one or
other of the two opposed political systems between which it would lie.

Another more profitable line, to me, is the movement to assimilate or
integrate a democratic Germany into the western political system where it could
contribute its resources to a collective and co-operative way of life and assume
its share of the responsibility for maintaining it.

I myself think that is a better approach to the problem. The withdrawal,
the complete withdrawal, at this time from Germany, on the part of the United
States, would be withdrawal across the Atlantic ocean; but, on the part of the
U.SSR., withdrawal would be withdrawal to Poland, which is not so far away.
Complete withdrawal of the democratic forces would be withdrawal from the
internal life of Germany; but complete withdrawal of the U.SS.R. would not
be withdrawal of communism from Germany.

Mr. CoupwerLL: Would not our withdrawal from western Germany have
certain adverse effects—

Hon. Mr. Pearson: I am thinking of an eventually united Germany. I
might favour complete withdrawal if the withdrawal were surrounded by con-
ditions which would give Germans complete freedom to choose their own form
of government; because, if that could be done, it would not be a communist
form of government.

Mr. Low: You have spoken rather hopefully of the fundamental change in
the nature of the German people and their attitude toward their own democratic
participation? :

Hon. Mr. Pearson: Well I am basing my hopes on the assumption that it
is possible to build up in Germany a democratic government which can work
with free European democratic governments.

Mr. Low: Yes, but are there signs that the process of democratizing—if you
want to put it that way—of the German people is proceeding favourably?

Hon. Mr. Pearson: There are favourable signs but there are also danger
signs. It would be quite surprising, in a country like Germany in the present
conditions under which Germans have to live, and with the opportunity afforded
by the cold war, if some Germans did not attempt to stir up old ideas and play
one party against another and to build not necessarily a communist Germany
but some kind of Nazi totalitarian Germany.

Mr. Low: The thing I have in mind is that the people have demonstrated
an apathy towards any democratic responsibility—I am speaking of the general
run of the people. I am wondering whether they have proceeded with the
educational processes to the point where you can say that there is an
improvement ?
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Hon. Mr. Pearson: There are extremely interesting reports made by the
occupational authorities on whether the Germans have altered their views in
the matter. ! '

Mr. CoLpweLL: How strong are the institutions of democracy, like co-
operatives, trade unions and so on? Are they being rebuilt rapidly on a demo-
cratic basis?

Hon. Mr. Pearson: Yes, superficially the structure of a democratic state
has appeared, but the great question is how deep is the democratic foundation—
and your opinion would be as good as mine. :

Mr. Core: Is UNESCO coping with that situation?

Hon. Mr. Pearson: Yes. We have a lot of reports from the authorities
there which would be very interesting for anyone to read. They are confidential
reports, but they are not confidential to members of parliament who would like
to read them. ‘

Mr. Core: I would very much like to do that.

Mr. Stick: Is not the situation in Germany, with the east and west, some-
thing similar to Korea, where the Russians are training large numbers of
Germans under Field Marshall Von Paulus, who was captured at Stalengrad,
with the idea that if the opportunity were presented they would be able to take
over immediately? That is the danger, is it not?

Hon. Mr. Pearson: Yes, that is the danger and the German Peoples’ Police
in the Russian zone is Naziism written large. A lot of them are old SS policemen
and it is not hard for that kind of black to turn red. We get reports of the
strength and development of that Peoples’ Police which indicate that it would
make a very formidable communist army. There is nothing in the western part
of Germany to compare with it—they have police forces but not that kind of
police force.

Mr. Murca: On balance would it not be fair to say that there is no very
encouraging indication that they have either learned of forgotten anything?

Hon. Mr. Pmarson: Well, I do not say that. They did not give the
impression of having learned very much after 1919, that is true. But, we made
a lot of mistakes in dealing with the Germans after 1919. Also Germany was
not destroyed after 1919 and there was no consciousness of defeat in Germany.

I spent a term at Heidelberg university in 1920. and the university students
there did not feel that they had been beaten in war. There was no physical
destruction of Germany and no invasion of Germany. There were no outward
signs of defeat. That is not true today; and that is the big difference between
1945 and 1919.

Mr. Murcu: The danger is that we must not make the one critical mistake
of being blind. We did that before.

Hon. Mr. Pearson: No, but we ought to avoid some of the mistakes we
made in the '20’s.

Mr. Murcu: One is that a German cannot change while he lives?

Hon. Mr. Pearson: I am one of those people who believe that practically
anybody can change.

Mr. Stick: If it suits him.

Mr. Barer: What is the proportion of population as between eastern and
western Germany?

Hon. Mr. Pearson: I will come to that if T may in a moment.
The Crarrman: Would it not be preferable for the minister to carry on?

Hon. Mr. Pearson: I have not very much more in the way of a general
submission. I was talking about the alternative possibilities for the resumption
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of the German state in the western democratic or European system. That
presents two main problems. First, it is necessary for the western powers to
have a clear idea of what the integration of Germany means. It does necessarily
mean the same thing in Washington as it does in Paris. There is general
agreement on the principle, but there is less agreement on the immediate steps
to be taken.

For example, the French representative on the Allied High Commission has
appealed the decision of his two partners on the future ownership of industry in
the Ruhr. Dr. Adenauer, the Germany chancellor, has called for the integration
of Germany and France as a starting point and his appeal has met with the
approval of eminent people in Washington and London and, indeed, with the
approval of General de Gaulle in France. General de Gaulle, however, did not
get very much support for that friendly reaction in France, and the views of the
French government are naturally somewhat more cautious. If we lived on the
Rhine instead of on the Ottawa we might be a little more cautious with respect
to the German people.

Mr. Murca: It is not quite as difficult as it was?

Hon. Mr. Pearson: No, and there are encouraging signs that Germay and
France are coming together. The problem is also full of secondary issues on
each of which a co-ordinated plan between the three democratic countries has
vet to be worked out. Each nation is primarily concerned with its own special
relationship to Germany and it is difficult to find a common formula which takes
those special pre-oceupations into account. I am thinking of the fundamental
difference of approach between the United States and France toward German
policy.

There remains in Europe, for all too good reasons an obstinate and lively
memory of the horrors of German aggression and temporary ascendancy. Any
plan therefore which allows Germany to re-enter the European society must have
a sits central feature security against a revival of that experience. At the
same time there are many who believe that the main hope of gaining that
security is to open the doors to a Germany which, by associating with a free
world, will become a useful part of it. I do not see any alternative as satisfactory
as that.

And so we have the problem of maintaining a balance between security
against aggressive tendencies in Germany and the freedom and independence
for Germany on which democracy is based. This in in effect the German
problem. It will readily be understood that for France, for the United Kingdom,
and for all the other countries which border on Germany, these matters are of
intense and anxious interest. They will be discussed next week by the foreign
ministers and, I hope, in the following week by North Atlantic Council.

We have kept closely in touch with German affairs and as I have said the
broad principles on which we approach them remain as valid as they were
when first enunciated in 1947. But of necessity we are somewhat removed from
the feelings and anxieties that fill the air in Europe. ;

There have been one or two detailed developments in Germany in the last
few weeks but I will not go into them at this time. Maybe they will come up
in the questioning but there is the question of the Saar which is causing a certain
amount of difficulty between Germany and France. Franece is now responsible
for the defence and foreign relations of the Saar, with which it forms a customs
and monetary unit. But Germany feels that the Saar should be an integral
part of Germany.

The Saar question has created. a serious difficulty in Germany where, on
April 19th, the Social Democrat Party voted to reject the invitation of Germany
to join the Council of Europe, largely because the invitation was sent at the
same time to the Saar.
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Then, of course, finally Mr. Chairman, there is the Berlin situation.

Mr. Core: May I interject something at this moment? Would it be
possible for Germany, economically speaking, to become a power with nationhood
and so forth—I do not know what the words should be—without the Saar, or
with the Saar being a sort of no man’s land?

Hon. Mr. Pearson: I am not an expert on this matter but I think it would
be possible for Germany to be a strong and viable economic until without the
Saar. But, the Saar has been part of Germany since 1870 when it was founded,
and it would be very hard for Germany to give up the Saar which is peopled by
people of the German race. On the other hand, the Saar is perhaps economically
more necessary to France than to Germany.

Mr. Stick: It is the same old question. After the last war they took a
plebiscite. France wanted the Saar and the Germans wanted it; and they had a
plebiscite and voted overwhelmingly to stay with Germany. :

The CHAIRMAN: Mr. Minister, you mentioned that after the war we made
some mistakes with respect to Germany. I think that the greatest mistake was
made after the first wdr when the allies became divided and that eventually
allowed them to bring in Hitler and all that he meant. As the minister, you
cannot make a statement, but we believe that this is the time for the allies
to be altogether unified and to put some water into their wine in respect to
their dealing with Germany.

Hon. Mr. PearsoN: There is no question of that. We know that there were
people, in the 1920’s and the 1930’s who were willing to exploit the divisions
among the allies. Now there are even more formidable people who are willing
to exploit the divisions. This time they are not Nazis but they are Russian
communists.

Following that question I would like to touch on the relationship of
Germany to the Council of Europe.

Mr. CoupweLL: Were you going to answer Mr. Bater’s question regarding
population?

Hon. Mr. Pearson: The population of western Germany is about 55,000,000,
and I think the population of eastern Germany is something over 30,000,000.
Mr. Heeney reminds me that of the 55,000,000 in the west there are 8,000,000
refugees from the communist zone—which in itself is a reflection on the
communist government.

On March 31st the Federal Republic of Germany was invited by the
Committee of Ministers of the Council of Europe to join the Council as an
associate state and to hold 18 seats in the consultative assembly. This would
put western Germany on an equal footing in the Assembly with Britain, France
and Italy.

At the same time, the same invitation was issued to the Saar giving it
three seats in the assembly. Tt is this implied recognition of its permanent
separation from Germany that has embarrassed the Bonn regime so seriously.
Prior to the issue of the invitation, Adenauer asked the three high commissioners
for assurances:

(a) that they desired Germany to join the Counecil;

(b) that membership of the Saar in the Council would be effective only

pending the regulation of its status in a peace settlement;

(e) that Germany would become as soon as possible a full member of the

Council but in the meantime should be allowed to send an observer to
the Committee of Ministers.

, The commi_ssioners concurred in points (a) and (b) but referred point (c)
_ to their respective governments.
7 61401—2
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Mr. Chairman, I think that is all I have to say on that matter unless there
are some questions.

Mr. CoLpweLL: Arising out of your remarks about the Canadian part in
Germany at the present time, what kind of a delegation have we in Berlin at
the present time? How large is it? And who is the head of it?

Hon. Mr. PrarsoN: The head of the delegation is General Pope who is
moving to another post very shortly and he will be replaced by another member
of the diplomatic service.

Mr. Core: Is there any air force or military officer?

Hon. Mr. Prarson: Yes, we have a military officer attached to General
Pope’s staff in Berlin.

Mr. Core: And in addition to officers and men have we any material for
warfare?

Hon. Mr. Pearsox: No.

Mr. Core: We have been accused of that?

Hon. Mr. Prarson: Accused of what? .

Mr. Core: Of having material for warfare?

Hon. Mr. Pearson: [Oh, no,] I think we have a jeep—and that is all.

Mr. Core: Those officials are for liaison purposes?

Hon. Mr. Prarson: I hope the government will not be accused of extrav-
agance but I am informed that we also have a station wagon in Berlin. In
addition to the head of the Mission we have a secretary, Mr. Molson, and an
administrative officer. There are no military personnel and I was incorrect when
I said there was a military attaché. There is Captain O’Hagan, an adminis-
trative officer, but there are no service attachés.

Mr. Low: What will be the status of the head of the mission in Berlin after
General Pope has moved to Bonn?

Hon. Mr. Pearson: What we propose to do is to move our mission to Bonn
and it will be accredited to the west German government through the Allied
High Commission. That has been done. I think we are leaving one person in
Berlin who will act as liaison officer.

Mr. FLeming: Who will that be?

Mr. Heeney: That has not been decided. In fact, if I may say a word—
recently, General Pope has been spending most of his time in Bonn where he
has been accredited to the Allied High Commission and where he can be in touch
with the German authorities. He does go to Berlin from time to time and
(’Hagan is stationed there now. We are not quite sure who will be stationed
in Berlin after General Pope has moved to Bonn.

Mr. FLeminG: And what status will whoever remains in Berlin hold?

Mr. Heexey: He will be a member of General Pope’s staff stationed in an
office in Berlin. At the moment General Pope has two capacities—one is the
head of the Canadian Military Mission in Berlin and the other is the represen-
tative of Canada in Bonn accredited to the High Commission.

Mr. Core: We have no military mission?

Hon. Mr. Prarson: Yes, we have. [But] We are not closing the military
mission. General Pope has moved to Bonn but we are leaving an officer in
Berlin. General Pope will spend most of his time in Bonn.

Mr. Core: May I ask how we can have a military mission with only one
station wagon? .

Mr. Stick: They are for liaison purposes only.

The CuArMAN: The matter of the peace treaty in Germany, particularly
in my section of the country and for my people, still is considered as being a
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hurt to our national pride. Of course, it was originated by Russia, and it was
stated that Canada would not participate or play any part in it. However,
Great Britain and the United States it is thought, could have worked a little
harder for Canada in the matter of the peace treaty coming along. The reasons
are very simple and comprehensive. In two great wars Canada has given a
lot of her blood and her riches to help settle matters which were at the time
almost all European. That reaction is a very strong one indeed. Is there any
way of us getting more support?

Hon. Mr. Pearson: I do not think we have very much complaint on that
score at the present time. We have made our position quite clear. If there is
to be a German peace conference, Canada will have participation as a full
member of the conference. That has been expected by everybody. I think
even Russia has accepted that. At the same time, the Council of Foreign
Ministers when it was operating as such, claimed the right to work out the
preliminaries of the peace settlement so that when the full conference met there
would be an agenda—a little more than an agenda—

Mr. FreminGg: A comprehensive plan?

Hon. Mr. Pearson: We agreed to that but we also made it clear that we
would not be bound by anything that they had done. We were to have a free
hand when the conference met and, by reason of our close relationship to
London, Washington, and Paris, we should be kept in touch with what was
happening. That was done. We have no complaint, especially as nothing has
been done in regard to the German peace settlement with Russia. There have
been no discussions with them for the last eight or nine months.

Mr. Core: Mr. Chairman, I am sorry to ask this question of the minister
but I think it is of paramount importance. As I have said several times before,
I think we are the piece of ham between the two pieces of bread—the US.S.R.
and the US.A. Canada is in the sandwich. I think it is of paramount import-
ance for us to know whether directly or indirectly we are to be agents provoca-
teurs? I put it this way. Do you think it conceivable that Russia, for instance,
could pick Canada as agents provocateurs in any way—the way we carry on
our international business or just in general? After all, this time I do not
think that there will be any declaration of war—if we are to meet with the
terrible things that may happen in a third world war. It may come to Mont-

'~ real, Toronto, Vancouver, and Winnipeg, all or any of which may be smashed

out by an atomic bomb and leave us in the position where for a couple of days
we cannot even communicate to Washington that we have been attacked.

I say that we are the piece of ham. My information, as I read it in
American papers and elsewhere, is that as we are participating with the United
States, we may be said to be the agents provocateurs? Is that true or is it not?

Hon. Mr. Pearson: My short answer to that is that it is not true. I do
not know of any country that has any contact with Germany, at all that is in
less danger of being used by the Russians as agents provocateurs than Canada,

[ because our entanglements in Germany are certainly less extensive and looser

than almost any other country.
Mr. CoLpweLL: One station wagon.
Mr. Hansern: Mr. Chairman, the picture that the minister has given us

| has been very interesting indeed, and in our questions we have used the pronoun

“we” a good deal, and I think it was perhaps in a general way. What I would

| like to know, however, is what is Canada’s actual responsibility in Germany

today? Does it go further than being able to present our views to the Council

| of Foreign Ministers?
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Hon. Mr. PearsoN: I do not know whether responsibility is the right word.
I think at the present time we certainly have no responsibility for anything
that goes on in Germany. We are not one of the occupying powers so we have
no responsibility to the occupying powers. :

Mr. CoLpweLL: It is something of a privilege?

Hon. Mr. Pearson: We have an interest of course in what is going on in
Germany—a very great interest; and I think we have a duty to follow develop-
ments and make our points of view known to the occupying powers if it is
our opinion that they are taking action which would be prejudicial to the peace
and security of everybody—

We also have an interest in gradually developing normal relations with
that part of Germany which is under democratic control. We are trying to do
that because our trade connections with that part of Germany may very well
become important. Trade is going on now with Germany and we are con-
sidering, at the present time, the development of machinery which will facilitate
it. We will probably be asked before very long, if we have not been asked
already, to receive some kind of German trade representative in Canada. I
do not know what we would call him, but I think there have been some sug-
gestions on that line.

Mr. CoLpweLL: I notice that you referred to Austria as a satellite country.
Is it in the same position as other satellite countries?

Hon. Mr. Pearson: If T called Austria a satellite country it is a mistake
on my part because Austria is under occupation. Of course any country under
occupation is a satellite in that sense, but it is not a satellite as in the Rumanian,
Czechoslovakian or Polish sense at all.

Mr. CorpweLL: That is the point I wanted to bring out.

Hon. Mr. Pearson: I am glad that you did.

Mr. Fremine: I think that we can come to that later on. In the meantime,
I want to ask a question about Germany before we get too far from it. May I
ask the minister whether he is in a position to tell us that there has been no
indication of any abandonment of the three occupying powers in Berlin of their
position there as occupying powers in that city?

Hon. Mr. Pearson: There has been no indication of that kind at all. On
the contrary, there has been a confirmation indeed in recent days of their
determination to maintain the position in Berlin. You may have noticed that
Mr. Acheson made a statement yesterday I think to the effect that Berlin remains
an advance post. It is an advance post which is some miles in front of the front
line—which is not always the best place for your advance post. In this case
it is 100 miles in front of the front line but, nevertheless, this advance post is
going to be held. There has been no change of view.

Mr. Stick: There was a statement made a few days ago that if necessary
they would use force.

Mr. Fraser:* Mr. Pearson mentioned that we might be asked to receive a
German trade commissioner. Have we not had a lot of German imports recently?

Hon. Mr. Pearson: I have not got the figures.

Mr. Fraser: I asked a question in the House regarding $900,000 worth of
steel purchased for Canadian navy ships being built by Vickers in Montreal—
and I just wondered if that was coming in. :

Hon. Mr. Pearson: I think you got an answer on that specific question
from Mr. Howe. :

Mr. Fraser: Yes, I did. He said he was buying it, and it would be bought
where it was the cheapest. j

Mr. Core: Why not?
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Mr. Fraser: We have to look after our own people first?

Hon. Mr. Prarson: I gather that we have to import a lot of steel to look
after our own people. There is not very much stuff coming in from Germany at
the present time, but I could get you figures.

Mr. Fraser: I would like it. While I mention that, may I also mention
something on Japan. In your throne speech of February 22nd you mentioned
trade. At that time you said that you had a discussion with General MacArthur
which was devoted exclusively to trade matters and “he expressed his great
desire to do what he could to increase Canadian-Japanese trade. He added—
and this is an addition which will be of particular interest to my colleague,
the Minister of National Revenue (Mr. McCann) that there was no desire in
Japan to indulge in commercial chicanery of the kind that disturbed us in
Canada so much in the years before the war. He went on to say, and I hope
he was correet, that we now had a guarantee against dumping by Japan—"

What I want to ask is was there any formal or informal agreement with
General MacArthur regarding that dumping?

Hon. Mr. Pearson: No.

Mr. Fraser: Because we have had a tremendous lot of it and I have had
complaints from my riding. In fact we have one plant that has had to throw out,
or discharge I should say, about sixty employees—owing to Japanese goods
coming in.

Hon. Mr. Prarson: I was merely reporting the statement that had been
made by General MacArthur. You have just read a paragraph from the state-
ment and you included the words “I hope he is correct—". I felt a little
skeptical about it myself, at the time. But we all would hope that he was right.
I was a little embarrassed not long after I got back to find that a lot of Japanese
shirts had appeared on the market. I hope there was no relationship suspected
between my return from Japan and the arrival of those shirts—but they came
at a very bad time.

The Cuamrmax: It has done a lot of good to the shirt situation in Canada,
with respect to the high prices that we are paying here.

Mr. Frasgr: Those shirts paid duty at only 4 cents a pound—not so much
a shirt, but 4 cents a pound.

Mr. CoLpweLL: We are getting away from external affairs.

Hon. Mr. Pearson: I would like to answer this particular point now that it
has been raised.

I would like to point out that when these complaints were received, and
they were received within a few days of my return from Japan, we cabled our
legation in Tokyo at once and brought the matter to our representative’s
attention. I also reminded him of my conversation with General MacArthur and
I said that I hoped he would remind General MacArthur of the conversation—
which he did.

Mr. Fraser: Did you get any reply on that?

Hon. Mr. Pearson: Yes, we have had a reply. They were distressed in
Tokyo—among the occupation authorities—that this had happened, and they
said they would take the mnecessary action. Action had also of course been
taken at this end but that statement made to me in Tokyo represented the
policy of the occupation authorities out there—that they would try to see that
this sort of thing did not happen. I do not know whether there have been
any examples of dumping of that kind since we received the message.

Mr. Fraser: Oh, yes; definitely.

_Mr. Core: May I interject at this moment. Our international reputation
will be jeopardized by restrictions as suggested by my honourable friend from
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Peterborough, for obvious reasons. He should be the last one to suggest any- )

thing of the sort. I remember him stating several times in the last parliament

that we were not making any nails in this country and that we should get some

from everywhere possible in the world.
Mr. Fraser: I never said that—mnever.
The CuHAmRMAN: Order.
Mr. Core: When it is a matter of importing a little bit of steel from

Germany or from Belgium, as T understand we are doing now, to ease the

situation because we do not produce enough for our own requirements—
Mr. Fraser: Oh, no.

Mr. Cote: Yes. I am told in my riding that we cannot secure enough
steel.

The CuAmrMAN: Order.

Mr. Cote: I do not think that these matters should ever be brought up
in this committee—to jeopardize our relations with various countries including
Germany. I do not think it is a matter with which we should be concerned.
After all, in international affairs—

Mr. CorpwerLL: Order.

Mr. Core:—trade is important. If we have free trade with other nations
it is easy to see— ' '

Mr. Fraser: Out of Mr. Pearson’s statement made in the House I asked
this question and I got the answer I wanted. And, as far as Mr. Cote is con-
cerned—I am going to protect the people in my riding despite anything that
anyone may say.

Mr. Fueming: Coming back to Berlin, may I ask Mr. Pearson if the Cana-
dian government has been consulted or informed from time to time by the
western occupying powers as to their policies?

Hon. Mr. Prearson: Yes, we have and there is no capital in which we are
represented where we get more complete reports than those which we get from
General Pope in Berlin. He is in very close daily touch with three powers and
he has been able to keep us in touch with their policies. On occasion we have
been able to express our views on those policies.

Mr. Freming: When you have finished with Germany I would like to ask
some  questions on Austria.

Mr. HanseLL: Before you go to Austria, I do not know whether I put my
question over to the minister a little while ago. The minister gave us a picture
of the situation in Germany, and to use the terminology which he used the
other day, the situation there might be termed as being explosive. What I
would like to know is what relation Canada has to that particular situation?
I know that we are interested in Germany’s future; I know that we are interested
in her for the purposes of trade and so forth, but I have not been able to
determine just what our responsibility and relationship as a nation is to that
explosive situation—beyond the presentation of our views to the occupation
powers? -

Hon. Mr. Pearson: Well our general relationship to that situation, or any
situation, is as covered by our obligation under the United Nations Charter to
do what we can to prevent aggression and to assist any country which is
attacked. That is a general obligation which every country has taken under
the charter. We have also obligations under the North Atlantic Pact. These
obligations do not cover Germany geographically because Germany is not
included in the pact but, an attack on Germany would be an attack on the
western occupying powers in Germany. If it were an aggressive attack it
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would involve the United Kingdom, France, and the United States, because they
" have forces in Germany. An attack on those three states, if it were an aggres-
sive attack, so determined by us, would involve us as a member of the.North
Atlantic Alliance. There is no attempt to deceive ourselves on that score;
that is a specific obligation we have undertaken. As I said, at the first meet-
ing, it would, however, remain for parliament and the government. of Canada to
decide whether an aggressive act had taken place and what specific measures we
would take in this country to carry out our obligations under the alliance.

Mr. HanseLL: Has there been any particular statement made or definition
made as to what is meant by aggression?

Hon. Mr. Pearson: There have been very many attempts made to define
aggression—notably at Geneva under the old League of Nations, when the
League of Nations was trying to work out the Geneva Protocol. But, there
has never been any definition that satisfied people because, as soon as you begin
to lay down a definition for aggression in detail, then you run the risk of telling a
potential aggressor what he must avoid in order not to be called an aggressor.
There has never been any definition I know of which would cover every kind of
aggression and a lot of people, therefore, think it is not wise to put down in black
and white just what aggression is. It should be determined at the time, they say.

That seems to me to be a sensible view, especially in the light of the present
circumstances when most aggressions can begin inside a country and have no
relationship, in the beginning at least, to an attack from outside.

The CrairMAN: Is there any further discussion on Germany?

Mr. Fournier: I would like to ask a question of the minister. Have you
any specific information about what the communist youth are supposed to be
organizing in the month of May in Germany?

Hon. Mr. Pearson: I have some information here. A mass youth demon-
stration under communist organization in Berlin is aimed at securing the
evacuation of the western powers from Berlin, to add to the economic difficulties
of the western sector, and to threaten the western population into accepting
unifiecation of the city under the communists.

The allied occupation authorities are taking elaborate precautions in an
effort to prevent clashes and violence which might have very serious consequences.
The result of these precautions and the fact they are known have been reflected
in recent statement from the communist party of Germany. Whereas a few weeks
ago statements as to what they were going to do in May, were very bellicose,
the statements in recent days have taken on a different tone and they are
emphasizing the peaceful character of the demonstration. I suspect if the object
of this demonstration is to drive the western powers out of western Berlin,
then that object will not likely be achieved.

Mr. Stick: It seems rather odd if that is their purpose that they would go
around saying what they were going to do. It would seem that they would keep
it quiet if that is what they were going to do.

Hon. Mr. PearsoN: Yes; however if it were part of the war of nerves and
they wanted us to think they were going to do it—they might say it.

The CuamrMAN: It has just come to my notice that we have the honour
to have in our midst this morning and to assist us in our deliberations His
Excellency Mr. Urbo Toivola, minister from Finland.

Hon. Mr. Prarson: All questions on German-Finnish relations and Finnish-
Soviet relations should be addressed to the minister.

Mr. Fraser: That is not your department.
Mr. CoLpweLL: It does not come within the review of this committee.
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Mr. Barer: Do I understand from what has been said that the city of

Berlin is split like the country of Germany? '

~ Hon. Mr. Prarson: Yes, it is split into two parts with separate administra-
tions—one under Russian control, and one under three power control.

2 1\‘/’Ir. Fournigr: Is there any migration of population from one side to the
other?

Hon. Mr. Pearson: Oh yes, it is possible to move from one sector to
another; and people work in one sector and live in the other. It is not as easy
to move freely now as it was when I was last there, I understand.

Mr. CoLowEeLL: Are the Russians still using the broadcasting station in
the British sector?

Hon. Mr. Prarson: I think they are.

Mr. CopweLL: It was a most anomalous thing to see them come in the
morning to take charge of this broadecasting station—

Mr. FLeminG: And also to see them moving sentries back and forth from
the Russian war memorial. : :

Hon. Mr. Pearson: I cannot explain that in a public session but it is not
so anomalous as it might seem. Because, if I may use the expression without
being misunderstood, there is a gentlemen’s agreement—

Mr. CopweLL: I thought it was an ungentlemanly agreement?

Hon. Mr. Pearson: Well, the western powers also have some arrangement
by which they benefit and it is a sort of saw-off.

Mr. CorpweLL: You refer to the power station?

The CuArMAN: I suppose there are many more people from the Russian
zone coming into the western zone than are going to the Russian zone from
the western zone?

Hon. Mr. Pearson: There are 293,000 unemployed in the western zone of
Berlin at the present time.

Mr. Fraser: Unemployed?

Hon. Mr. PrarsoN: 293,000 unemployed in the western sector of Berlin
alone.

Mr. FLeminG: That is more than 10 per cent of the population.

Mr. CorpweLL: That represents 1 to 4 of the population—that also no
doubt represents a certain inflow of Germans from the eastern sector of Berlin.
They would rather be unemployed in the western sector than be employed under
the communists.

Mr. Fueming: I do not think you are right there in that proportion of
1 to 4 of the population.

Hon. Mr. Pearson: It is 1 to 4 of the working population.

Mr. Fueming: Oh, I see.

Hon. Mr. Pearsox: While T am on that I had better correct some statistics
which T gave a few minutes ago. The population of western Germany is
between 47,000,000 and 50,000,000; and the population of eastern Germany, the
sector under Russian control, is between 18,000,000 and 20,000,000.

Mr. FLeming: Those figures do not include Berlin? '

Hon. Mr. PearsoN: No, they would not include Berlin. 1 am not sure
of the population of Berlin but it must be three or four million.

Mr. Freming: 4,500,000.

Mr. Low: You mentioned that production<under the allied control opera-
tion in Berlin has reached the point where they have stabilized the production

of steel at the prewar level?
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Hon. Mr. Pearson: In the western zone. I am not sure of the level at
which it has been stabilized—there has been considerable discussion as to what
the level may be. It has been established, but I am not sure on what level.

Mr. Hansern: Do you ascribe unemployment in Berlin to the refugee
situation? :

Hon. Mr. Pearsox: Not entirely; I ascribe it to normal seasonal unemploy-
ment, and a definite policy on the part of Russian controlled Germans to make

as much unemployment as possible in the western part of Berlin. There are also
the refugees.

Mr. FueminG: There is a great shortage of raw materials now. That is
one of the great difficulties, and the air lift was used for the purpose of trying
to find space to take in raw materials.

Hon. Mr. Pearson: That is true. The Russians have made it as difficult
as possible to get raw materials into the western zone to keep the factories going.
There are some tremendous factories there; there is one electrical works which
employs from 10,000 to 12,000 people, if not more.

Mr. HanseLL: Mr. Heeney gave a figure of some millions of refugees going
from east to west. Would there be any material population moving the other
way?

Hon. Mr. Pearson: I should think it is only a trickle which goes the other
way, but it is a flood going from east to west.

Mr. CorpwrLL: I suppose the eight million includes displaced persons from
Czechoslovakia and the Sudeten region?

Hon. Mr. PrarsoN: They would not all be German citizens; they would
be D.P.s and people coming from countries under the iron curtain, people who
have been able to get out—Czechs, more particularly.

Mr. CoupweLL: I mean people who were expelled from Czechoslovakia. I
think you said they would be included?

Hon. Mr. Pearson: Yes.

Mr. Barer: With regard to the territory occupied by the Russians and by
the western powers, would you say there would be a split of about fifty-fifty
with regard to factories?

Hon. Mr. Pearson: There are large factories in the western zone. 1 think

the largest ones are in the western zone, but there are some people who work in
one zone and live in another zone.

Mr. Fraser: Are Canadians allowed to travel now into Germany, or is it
wise not to?

Hon. Mr. Pearson: It is possible to get a permit from the occupying
authorities. It is not as difficult as it was before.
Mr. Fraser: There is cooperation?

Hon. Mr. Pearson: In the western zone, but it is not, of course, easy to go
into the eastern zone.

Mr. Freming: It is easier to get in than it is to get out.

Mr. Fraser: I was wondering whether there is much travel.

Hon. Mr. Pearson: Tourist travel is admitted and is encouraged by the
authorities.

The Cramrman: If there are no more questions with regard to Germany,
Mr. Fleming has some questions to ask concerning Austria.

Mr. Fueming: I was going to ask the minister, Mr. Chairman, on the
subject of Austria, if he is in a position to give us any further information about

w'hat. hgadway, if any, is being made toward drafting a peace treaty after all the
difficulties the council of foreign ministers faced there?
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Hon. Mr. PearsoN: As I said at the beginning—I do not think Mr. Fleming
was here at the time—there have been 250 meetings of the deputies trying to
arrange an Austrian peace treaty. At one time it looked as though they were on
the verge of success. The Russian delegate, who was a former Russian ambas-
sador to Canada had yielded.on one or two points, and there was some feeling
that as a result of the decision in Moscow—the only place where a decision can
be taken—the Russians were going to make concessions which would make
possible an Austrian peace treaty; but the position has hardened again since
last year and there is no progress. Russians still make difficulties over former
German property in Austria; that is the main- stumbling-block or excuse with
the Russians, I know of no reason to believe that there will be an Austrian peace
treaty in the near future until the authorities in Moscow have decided to stop
their obstruction. They do not want a treaty at the present time.

Mr. FLeminGg: We have no representatives in Vienna at the present time.

Hon. Mr. Pearson: There is an Austrian consulate in Ottawa. Our nearest
diplomatic representative is at Prague, and we have an immigration repre-
. sentative in south Germany at Frankfort.

Mr. FueminGg: Through what channels do we handle any diplomatic prob-
lems or relations, or have we any?

Hon. Mr. Pearson: We handle them through the occupying authorities;
through the British Foreign Office if we want to deal with the British, or through
Washington if we want to deal with the Americans. On trade matters our trade
commissioner is in Berne. His jurisdiction covers Austria too. .

Mr. CoupweLL: If people want to leave that country for Canada where
would they have to apply?

Hon. Mr. Pearson: They would have to go to the nearest Canadian immiga-
tion officer, and he would be in Karlsruhe, which is not far away from Austria.
There is an immigration officer there.

The CuARMAN: I am just informed of the presence of and may I now
introduce Mr. H. F. Eschauzier, counsellor of the Netherlands Embassy at
Ottawa.

Mr. Srick: Would you care, Mr. Pearson, to comment on the internal
condition in Austria? I ask that because one of our medical men in Newfound-
land, who had studied in Vienna, and his wife paid a visit there last winter,
and his report on the internal conditions in Austria is that they are ghastly.
According to his report the people have lost hope entirely over there. I do not
know whether you care to comment on that or not. :

Hon. Mr. Prarson: I can only say that our reports are not quite as depres-
sing as that. ’

Mr. Stick: He says that the conditions are ghastly.

Mr. CoupweLL: There seems to be quite a difference of opinion between
some people in the United States and in London regarding the status of Spain
in the whole of this area. What is the Canadian view on that matter? Are we
standing firm, as I hope we are, against recognition of the Franco regime which
was so closely identified with the Nazis and the Fascists during the war? .

Hon. Mr. Pearson: Well, we are standing. There has been_nq change in
our policy except with regard to the appointment of a trade commissioner which
is not a diplomatic appointment. I was asked by Dr. Gauthier to make a state-
ment on Spain today. Then he told me that he would not be here and he asked
me if I would hold off my statement until he could be here.

Mr. Freming: We could get it at the next meeting.

Hon. Mr. Pearson: I shall not have very much in my statement.

Mr. CoLpweLL: We will love that.
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Mr. Dickey: What is the situation? I notice that Mr. Coldwell used the
term “recognition”. We recognize the Spanish government at the present time.

Hon. Mr. Pearson: Yes, we recognized the Spanish government away back
in 1939. We have no diplomatic representation in Spain.

Mr. CorpwerLL: That is what I meant.

Hon. Mr. Pearson: There are a lot of countries in which we have not
diplomatic representation. In more than half of the countries in the world we
are not diplomatically represented. /

Mr. Low: But you do have a trade representative in Spain?

Hon. Mr. Pearson: Yes.

Mr. FLeminGg: Would you care to say whether there has been any change
in your plans for diplomatic representation in any of the capitals where at the
present time there is no diplomatic representation? We had some discussion on
this matter four or five months ago in the committee and you indicated that
Canada was under some pressure to establish diplomatic relations with certain
countries.

Hon. Mr. Pearson: We are under pressure and we had plans in the depart-
ment to extend our diplomatic representation to cover certain countries where we
thought Canadian interests would justify that expansion, but our plans were inter-
fered with by the Treasury Board; believe it or not, we could not get the funds.
However, we had included in our estimates an amount which will make it pos-
sible for us to open offices in two countries and one more consulate.

Mr. Freming: Would you care to tell us what they are?

The CuarMAN: If you have no objection, would it not be preferable to deal
with it when we come to the item?

Mr. FLeming: That will be all right. .

Hon. Mr. Pearson: I should be very glad to do that when the time comes
and the situation is such that I can say something. I am not sure whether we have
actually approached the countries in question to see if they are willing to aceept.
There is nothing secret about it, except in so far as it might be an inaccurate

statement if 1 mentioned a country and found out that we would not be able to
open up this year.

Mr. Stick: May I move the adjournment?

The CuamrmaN: If any member has any more questions they may ask
them. Any question is in order. I believe we have our agenda up to date.

Mr. Fueming: When will our next meeting be held?
The CuamrMAN: At 9 o’clock on Monday evening.

The committee adjourned.
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MINUTES OF PROCEEDINGS

Monpay, May 1, 1950.

The Stanaing Committee on External Affairs met at 9 o’clock in the
| evening. Mr. J. A. Bradette, Chairman, presided.

{ Members present: Messrs. Bater, Bradette, Coldwell, Coté (Matapédia-
 Matane), Croll, Decore, Dickey, Fraser, Gauthier (Lac St. Jean), Gauthier
| (Portneuf), Graydon, Hansell, Jutras, Leger, Low, McCusker, Noseworthy,
Pearson, Picard, Richard (Ottawa East), Robinson, Stick.—22

; In attendance: Messrs. A. D. P. Heeney, H. O. Moran, S. D. Hemsley
and F. M. Tovell. i

The Chairman referred to the new seating arrangement which met with
“the approval of the members.

He presented the second report of the sub-committee on Agenda (see today’s
evidence) .

Item 6/—Departmental Administration
Honourable Mr. Pearson made a brief statement on Spain.

He supplemented his answeérs to questions asked at the previous meeting
on Klaus Fuchs and on diplomatic representations. He was further questioned
thereon.

Referring to a Newspaper’s Editorial and to Honourable Mr. Drew’s

-~ criticism in the House of the Information Division, Mr. Pearson made a state-

ment and undertook to supply the Committee with data on the establishment
and duties of this division.

: Mr. Pearson made an introductory statement on Item 67 of the Estimates
referred.

At the request of Mr. Low, Mr. Pearson will table information outlining
. the departmental method of appropriating and expending.

He was assisted by Messrs. Heeney and Moran.
At 10.55 the Committee adjourned until Thursday, May 4th.

ANTONIO PLOUFFE,
Clerk of the Commattee.
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EVIDENCE

House or CoMMONS,
May 1, 1950.

The Standing Committee on External Affairs met this day at 9 p.m. The
~ Chairman, Mr. J. A. Bradette, presided. :

The CuarMAN: I will now call the meeting to order. Now, as you have
noticed, changes have been made in the seating accommodation. Apparently
it must be.popular to have the chairs arranged this way so that all the members,
~ the witnesses and the press can be accommodated.

: I believe it is in order to have the minister and the members of the
~ department sitting as close to the chair as possible.

The first order of business is the presenting of the second report of the
steering committee which met in my office this afternoon. It reads as follows:

Second report of the Steering Committee

A meeting was held in my office this date at 2:15 o’clock.

Messrs. Coté (Matapédia-Matane), Benidickson, Gauthier (Portneuf),
. Graydon, Leger, Low and Noseworthy.
After discussion, it was agreed—
1. To hear this evening Mr. Pearson’s supplementary statements on the
~ Fuchs case and Austria and his statement on Spain.
2. To hold a meeting on Thursday, May 4 next.
3. To devote the meetings of the week of May 8 to the statements of
~ Messrs. Eudes and Jutras, M.P. and to call item 73—United Nations.
f 4. To then hear Mr. Heeney and other officials of the department as
- called.
3 I will now call Mr. Pearson. ;
Hon. L. B. Pearson (Secretary of State for External Affairs): Mr. Chair-
. man, there are still one or two matters outstanding from the previous meeting.
- If it is possible I can deal with them at this time and later explain one or
two other matters concerning the department which may come up.
3 Dr. Gauthier raised a question at our first meeting about Spain; All I have
to say about that is that since the last time the committee met, since the last
| session, there have been no changes in respect to the United Nations position
| toward Spain. What I mean by that is that there was a resolution of the
- United Nations which was passed by the Assembly and recommended the
| withdrawal of the heads of diplomatic missions from Spain. That resolution
| remains; it was not rescinded by the United Nations Assembly at its last
. meeting. So far as the Canadian position is concerned we have never had
| any diplomatic representation in Spain and so the questions of implementing
~ that resolution did not arise in our case. Since the last session, Canadian trade
. commissioner has been appointed to Madrid to increase trade between the two
L countries if possible. That is a change in the situation, but that does not
- affect the diplomatic position at all. So far as Canada is concerned we have
. no diplomatie representation in Madrid and our diplomatic business with the
¢ Spanish government is conducted in Madrid through the British Embassy, and
~ in Canada through the Spanish Consulate-general which is situated in Montreal.
The CrAlRMAN: Are there any questions members of the committee would
| like to ask at this time about Spain?
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Mr. BaTer: In connection with the British embassy in Spain, do they have
an ambassador there now? h

Hon. Mr. Pearson: No, they withdrew their ambassador when the resolu-
tion was passed. The embassy there is in charge of ‘a chargé d’affaires. The
United Nations resolution was merely to the effect that the heads of missions
should be withdrawn, not that the embassies themselves should be discontinued.
Some countries in the United Nations implemented that resolution, some did not.
I believe the British embassy is in charge of a counsellor now.

Mr. Gavraier (Portneuf): Suppose a member of the United Nations were
to bring up the question of an ambassador to Spain, would Russia be able to
stop that being adopted in the United Nations by their veto? '

Hon. Mr. Pearson: No. L

4 Mr. GauvrHiER (Portneuf): They would not be able to do that through
the veto? -

Hon. Mr. Pearson: No, the Russian veto does not apply to recommenda-
tions of the Assembly; but if a resolution were produced at the next Assembly
to the effect that the earlier resolution should be rescinded and the heads of
missions returned, if that were carried by a majority, then it would be operative.
The Russians could not veto it because their veto does not operate in the
Assembly.

Mr. Low: Is the fact that we are not represented by an embassy a dis-
advantage to Canada? '

Hon. Mr. PearsoN: Only to the same extent that we are handicapped by
not having “diplomatic representatives in any country. We have diplomatic
representation now in thirty-three countries and we have no diplomatic repre-
sentation in forty or forty-five countries. I do not know to what extent we are
handicapped by having no diplomatic mission in Spain; that is hard to tell.

Mr. CoLpweLL: Where we have a diplomatic mission without representation
the place is, I presume, left in the care of a chargé d’affaires?

Hon. Mr. Pearson: We have endeavoured to extend our diplomatic repre- |
sentation gradually, beginning first with those countries which are commercially
interesting to us. I think I said before that we have had a number of suggestions
from other countries that we should establish diplomatic relations with them
but we have not been able to meet that suggestion in some cases because we did
not think our interests were sufficiently important in those countries as yet,
and in other cases because we haven’t got the money.

The CHAIRMAN: Mr. Pearson, is not Spain one of the largest countries with
whom we have no diplomatic representation at the present time?

Hon. Mr. Prarson: It is one of the largest countries, yes.

Mr. McCusker: What is our position with respect to the Russian satellite
countries? Why do we continue to maintain representations there? I notice
that we have not withdrawn completely from some of those countries.

Hon. Mr. Pearson: Of course, that is an entirely different question. That
is a question to which the government and the department have given and are
giving serious consideration. I would like to point out in the first place that °
our representation in these countries is on a skeleton basis. We have no head |
of mission in Warsaw. We have no head of mission in Prague. We have no
representation of any kind in other satellite countries, and our Embassy in
Moscow is in charge of a councillor with a very small staff, so we are keeping
a minimum staff in those countries. We have come to the conclusion that.
under present circumstances that is the desirable thing to do. I have never
thought myself that the breaking off of diplomatic relations is a good way of
showing displeasure at a form of governmert. If your relations there are not
too good that is an easy way to have contact with that country.
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Mr. Graypox: You mentioned about a skeleton staff in Moscow, there is
a staff over here that is not exactly a skeleton staff.
Hon. Mr. Pearson: It is not as large as it used to be. I will have the
figures on that for you in a moment or so.

Mr. Stick: What is the size of it now?
Hon. Mr. Prearson: I think it is seven.

Mr. Dickey; How does it compare in size with some of the other diplomatic
missions here in Ottawa?

Hon. Mr. Pearson: It is not as large as some but it is quite a substantial
diplomatic mission. I should like to have the figures before I make a statement
on that. I have that now. The U.S.S.R. Embassy here consists of a counsellor,
a chargé d’affaires: a first secretary, two second secretaries, two attachés and two
assistant military attachés.

. Mr. Stick: Can we control the representation they have here?

Hon. Mr. Pearson: Yes, we can. We can tell them if we think they are
over-represented and ask them not to add to their staff.

Mr. CorpweLL: How many have we in Moscow at the present time?

Hon. Mr. Pearson: In Moscow we have a counsellor who is chargé d’affaires,
two secretaries and a military attaché; so the disproportion is not very great.

The Cuamrman: Have you a question to ask Mr. Cote?

Mr. Core: I think my question has been already answered. It was to be
with regard to the representation of these various countries, Spain, Russia and I
would have included China. I think the minister answered my question. It was
the question: “Do we not overdo representation in these countries and cannot
there be some representation vice versa with regard to Spain? Apparently
representation is well balanced according to the answer given by the minister and
I am satisfied. )

Mr. CoupweLL: The Tass representative is not considered a diplomatic
representative? ‘

Hon. Mr. PearsoN: No, we do not consider him as a diplomatic representa-
tive. I may add, in parenthesis, we still get very interesting information from
our embassy in Moscow.

Mr. CoupweLL: I noticed over the week end that you made some criticism
of Dr. Endicott.

Mr. Crorr: I think you ought to change that to “observations” if he made
the remarks attributed to him.

Mr. CoupweLL: I think he deserved what he got. T noticed in the papers this
morning he issued a statement and handed a copy of his statement to our embassy
in Moscow.

Hon. Mr. Pearson: That is true. He handed a copy of the statement to our
Embassy but I am not sure whether it was before or afterwards. 1 have that
information but I have not got it with me. What T was criticizing was the
statement that he was reported to have given to the Soviet press after the
conference. These statements were received the other day in English translation.
and in one of these statements Dr. Endicott praised the accuracy of the Soviet
press, so I assumed, naturally that the statement would be accurate and authentic.
On the basis of the statement which he made in Moscow about Canada and the
western democracies after a very short visit indeed in Moscow, I think that my
observations on his words and his attitude were not unjustified.

Mr. Stick: They have no means of knowing what he did say if it did not
appear in the press. He did not give a statement of everything he said.

Hon. Mr. Pearson: He did have a press conference or two and it was on the
basis of the Soviet report of what he said that T made this statement. I under-
stand he says now that he was misquoted.
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Mr. CoupweLL: I was going to ask you if he gave a general statement that
he read or was it a statement also giving the questions and answers that might be
asked at a press conference?

Hon. Mr. Prarson: He is quoted as saying certain things. We would be
very glad to get those reports and make them available to the committee if it
would be of interest to the committee.

Mr. CorpweLL: I would like to see them.

The CrARMAN: Any further questions on Spain, gentlemen?

Mr. Cote: Are we to infer from this statement of the Minister to the
Reform Club that we are finding out what is going on in Russia just as the
Russians are doing in Canada?

Hon. Mr. Prarson: Well, I feel we should find out everything we can
about conditions in Russia and what is going on in Russia. That is one of
the purposes of our Embassy there, and within the limitations that are imposed
on them by conditions, we get, as 1 have said, very interesting information
indeed.

Mr. CoupweLL: How far ean our representatives travel without permits?
They cannot go very far from Moscow?

Hon. Mr. Prarson: There is a certain area in which they are allowed
to travel without permits which is relatively a fairly extensive one. There
are great areas of Russia where they are not allowed to travel at all. Our
people have done as much travelling as it is possible to do and have made
some interesting reports on their trips.

Mr. CorpweLL: Are there any restrictions on their representation here?

Hon. Mr. Pearson: Their representatives here may travel wherever they
may see fit except in certain security areas, such as Chalk River, and I think
certain other military areas.

Mr. CorpweLL: Does that apply to other countr10~ as well?

Hon. Mr. Pearson: Yes, it applies to other countries as well. We treat
the US.S.R. people in that regard just as we treat everybody else but when
invitations are issued to the military attachés of foreign Embassies and Legations
to visit certain establishments like Fort Churehill, that invitation is not extended
to the military attachés of the U.S.S.R. because invitations of that kind are
not addressed to our military attaché in Moscow; we reciprocate.

Mr. Crorn: Would a satellite be invited?

Hon. Mr. PearsoN: He would be invited if our military attaché in that
country were invited to similar demonstrations in that country.

Mr. Crorr: He could pass the information on?

Hon. Mr, Pearson: Oh yes.

Mr. Stick: They usually do. That is part of their job.

Mr. Core: Does that mean counter-espionage with regard to Russia?

Mr. Crorr: It is not a question of espionage.

Hon. Mr. Pearson: There is no such thing as espionage or counter-espionage
in the Canadian diplomatic service in Russia or in any other country. Our
people send us information about Russia that they get openly. They get it
from travel, from reading Russian magazines and Russian newspapers and
they are in a position to do that because they learn the Russian language if
they do not know it before they go there.

Mr. CoupwerL: What about the diplomatic pouch?

Hon. Mr. Pearson: They send their despatches in a diplomatic bag and
they are secure.
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Mr. Hansein: We seem to have veered away from Spain in. a bit of a
hurry. Might I ask has Spain ever sought membership in the United Nations?

Hon. Mr. Pearson: Not to my knowledge. I cannot myself imagine
the Spanish government seeking membership in the United Nations under
present circumstances. They are a proud people.

Mr. HaxseLn: Have they ever been invited?

Hon. Mr. Pearsox: I do not think they have applied for membership,
and I do not think the question of invitation arises. A state applies for
membership and to my knowledge the Spanish government has not applied for
membership.

Mr. GaurHIER (Portneuf): Salazar made a declaration on that for Portugal,
asking that the United Nations recognize Spain.

Mr. CroLr: Not for Spain.

Mr. GavtHier (Portneuf): 1 said Salazar.

Mr. Crorn: That is Portugal.

Hon. Mr. PearsoN: His application was vetoed by the Russians.

Mr. GaurHiEr (Portneuf): Is the refusal by the United Nations to recognize
Spain based on the fact that the government of Spain is‘a dictatorship?

Hon. Mr. Pearson: I would not be in a position to explain the motives that
animated the various delegations of the United Nations in this matter. The
United Nations does not act as a unit, it consists of fifty-five or sixty governments.
Some governments are opposed to Spain’s admission to the United Nations
because they think it is a totalitarian dictatorship and others are opposed to
Spain’s admission because Franco’s regime gave aid and comfort to the Nazis
during the war and it is too soon after the war for us to forget it.

Mr. CoLpweLL: Is that not of record in correspondence between Franco
and Hitler? I think I have a copy of the letter under my hand. It came out in
the Nurenburg trial.

Hon. Mr. Pearson: It is quite clear that Franco gave some help to Nazi
Germany during the war, but it is not so clear whether he could have given a
lot more if he had wished to or whether he went the limit. I am not expressing
any opinion on it.

Mr. Graypox: Of course, Russia gave some help to the Nazis.

Mr. GauvrHier {(Portneuf): Absolutely. That would not be an argument
against Spain.

Mr. CovpwerL: The Russians were subsequently on our side and Flancu
was on the other side all during the war.

Mr. GavrHier (Portneuf): He is on our side against communism, we all
recognize that.

Mr. CoupweLL: There is no religious freedom in Spain.
Mr. GavrHier (Portneuf): Oh yes there is.

Mr. Core: Is the United Nations’ constitution aimed at getting together
democratic states instead of Fascist or whatever you may call them, totalitarian
states, and was that not the fundamental reason why Spain and Portugal were
not admitted, and even Ireland was not invited to join the United Nations?

Hon. Mr. Pearson: The reason why Portugal and Ireland are not members
is that their applications were vetoed in the Security Council by the USS.R.
One reason why Spain is not 4 member of the United Nations is that she would
not apply. She is not likely to apply for membership as long as there is that
resolution standing, that diplomatic heads of mission be withdrawn from Madrid.




i xt R N R e S ey B0 S 5 2 e
FRETE ¢ v s & y AT A R i

64 ; STANDING COMMITTEE A I A

Mr. CoupwerL: Is there any likelihood of a change in the attitude towards
Spain, Portugal and Ireland? ;

~  Hon. Mr. PearsoN: I think there is a growing feeling that we should reopen
this question of applications and let in everybody that applies. That would
mean an admission of another thirteen or fourteen states which would include
certain communist satellite states, but it would include Italy, Ireland, Portugal
and other states which are not communist. My own view is we should
reconsider this whole question of applications and possibly accept all of them.

Mr. CorpweLL: That seems sensible.

Mr. Dickey: Would it be possible, Mr. Minister, to get around the Soviet
veto?

Hon. Mr. Pearson: Yes, I think it would be possible. I do not want to be
too dogmatic on anything the Russians may do but I think it would be possible
if we said to Soviet Russia: we will accept all your nominees if you accept the
other nominees. I think it would be possible to have them all admitted.

Mr. Graypon: What percentage of those not yet in the United Nations
would normally support the Soviet point of view?

Hon. Mr. Pearson: It would be about even on the outstanding applications.
The anti-communist.set, if I may put it that way, would include Ireland and
Portugal, Italy, Spain and Trans-Jordan. I have not the whole list here.

Mr. CorpwerLL: Would the western countries agree to the admission of
Spain? :

Hon. Mr. Pearson: I think there are a lot of countries now who would feel
that any sovereign unit recognized as such should ipso facto be a member of
the world organization irrespective of its form of government.

Mr. Corg: Irrespective of what?

Hon. Mr. Pearson: Irrespective of its form of government.

The CuARMAN: I noticed, when I was a delegate to the United Nations,
that there was some very strong lobbying being done by the South American
republics, a number of which were in favour of Spain coming into the United
Nations. There were some who were against it—there was some division even
in the Spanish world.

Mr. Core: Do you mean to say that there are members of the United
Nations who are willing to accept Spain, Ireland and Portugal as their co-
members—countries which assumed no responsibility whatsoever and did nothing
in the last war?

Hon. Mr. Pearson: I think there are a lot of members of the United
Nations, who, as I have just said, would be willing to accept all recognized
sovereign states as members of the United Nations.

Mr. Cote: Irrespective of what their record during the last war was?

Hon. Mr. PearsoN: Yes.

Mr. Core: Do you not think that there should have been some representa-
tions made at that very time by some nations? What use is there of going full
blast into- a world war costing so much in lives, blood, and money—when
countries which do that are in no better a position in the world organization
than nations which did nothing.

Hon. Mr. Pearson: Well, I can only express the point of view that I have
just expressed. Opinion in some countries is, I think, swinging around to the
other view that the United Nations should be open to all recognized sovereign
states irrespective of their form of government.

Mr. Core: That ought to be a lesson to us.

—
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Mr. Graypon: In those states which have not membership in the United
Nations, which ones do we exchange diplomatic representation with now?
Hon. Mr. Prarson: I think only Ireland and Italy.

The CrarMAN: Are we ready for the statement on the Fuchs incident?

x Mr. HanseLL: Mr. Chairman, I do not know whether my question is going
to be a fair osg}el:—' and so I shall abide by your ruling. I say that because the
answer will have to be the minister’s opinion only.

We have read a lot and heard a lot—it comes over the air, through the -
press and so on, and our minds become affected, but- I suppose, the general
impression is that Spain is ruled by a dxctatorshlp I would like to ask Mr.
Pearson if in his opinion at least Spain is governed by a ruthless dictatorship? ,
If so, does that dictatorship differ in any way from the dictatorship in thg"
communist countries?

The Cuamrman: I believe an answer to that question would be very diffi-
cult. Dictatorship, as the name implies, is government without representa-
tion.

Hon. Mr. Pearsox: I cannot answer the question if you put the word “ruth-
less” in front of dictatorship, because it would not be proper for me to express
an opinion of that kind of any government—or at least not in a public session.

Mr. HanseLL: I will erase the word “ruthless”.

Hon. Mr. Prarson: I would go so far as to say that Spain is not demo-
cratically governed in our sense—Iin the manner of elections by the choice of
the people—any more than certain other governments of the United Nations
are democratic in our sense of the word. It is absurd to think that all members
of the United Nations have democratic governments as we understand them.

Mr. Low: Argentine, for instance.
Hon. Mr. Pearson: You can work out the list quite easily for yourselves.
The CuamrMAN: Shall we proceed?

Mr. Bater: I would just like to ask one question. Does the fact that we
are not on diplomatic terms with a country like Spain curtail our trading to
any extent?

Hon. Mr. Pearson: Well, we have a trade commissioner in Madrid and I
think that will assist our trade relations. I feel that a diplomatic mission in
a country does assist trade contacts because there are certain things that the
head of the mission can do in trade matters that a trade commissioner finds
more difficult. The head of the mission has direct access to the ministers and
to the head of the government. The possibility of increased trade is one of
the most important reasons for opening a diplomatic mission. That looms very
large in our minds when we request funds from the government or the Treasury
Board to extend our diplomatic relations.

Mr. Core: May I ask the minister whether it is a fact that most of the
imports that we get of produce from Spain and Portugal come through the
United Kingdom government. I am speaking of wine, although of course, I
am not an expert in the matter. I think that the United Kingdom has a long
term contract to handle and export to the world over the wine which comes from
Spain and Portugal?”

Hon. Mr. Pearsox: I am not informed about conditions in the wine trade
but I know that we are anxious to increase our exports to Spain—I am thinking
of coarse cereals.

Mr. HanseLn: I wonder if the minister would tell us how many nations
of the United Nations approach some similarity to our concept of the democratic
nation and how many would not?
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- Hon. Mr. PearsoN: That would be a matter of opinion and I would not
~want to express my opinion because th word democracy is a very difficult one
to apply to certain forms of government. We know what we mean by it. Our
form of democratic government rests on free elections where the will of the
people is expressed. There are some governments in the world, however, which
claim that they have found ways of expressing the will of the people without
- necessarily following our form of free elections. They use the word democracy
as we do but it means an entirely different thing. I could not begin to explain
the distinction in such a way as to put certain countries on one side of the line
of democracy and others on the side of non-democracy. It would be particularly
difficult in respect of some of the Latin American countries. I would not try to
do it because I would certainly get into trouble with a lot of countries if I
labelled them as non-democratic.

Mr. GavrHier (Portneuf): Would it not be worth recognizing Spain in
the same way as it is proposed to recognize west Germany?

Hon. Mr. Pearson: I wish you would keep in mind the distinction between
recognizing a country and exchanging diplomatic relations. We have recognized
the regime of Spain since 1939 and, as far as we are concerned, Spain is in
exactly the same position as the government of Egypt, Portugal, Venezuela, or of
any country which we have recognized but to which we have not sent a
diplomatic mission.

Mr. GavrHIEr (Portneuf): Has it not been proposed to enter west Germany
in the United Nations? :

Hon. Mr. PearsoN: No, we are not sending a diplomatic mission to Germany,
nor have we at any time since the war. Our liaison mission in Germany is
accredited to the Allied High Commission—it is not aceredited to any German
government but to the Allied High Commission in Germany—which is a rather
different matter.

Mr. Graypon: Of course there has been no peace treaty with Germany?

Hon. Mr. PearsoN: No. :

The CuarmAN: Shall we proceed now with the Fuchs question?

Hon. Mr. Pearson: There are some outstanding questions—some stones
left unturned regarding Dr. Klaus Fuchs.

A number of questions were asked by members of this committee on
April 25th, and I think I can supply the information on those questions now.

The first question that was asked was:

Were there any communications between the United Kingdom and
Canadian authorities re Fuchs after the time when his name was first
given to the United Kingdom?

The answer is: X ;
There were no communications concerning Klaus Fuchs between the

United Kingdom and Canadian authorities until after his recent arrest
on charges of espionage.
Mr. Graypox: That would cover both the unofficial and official com-
munications?
Hon. Mr. Pearson: There were no communications of any kind—official
or unofficial.
The second question was:
Did the Canadian government give the United Kingdom authorities
any information other than his name?
This question cannot be dealt with by a simple affirmative or negative
answer. Rather it must be explained that as a matter of co-operation all the
mass of exhibits produced before the Royal Commission was made available in
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Ottawa to a representative of a United Kingdom security service. Likewise,
that representative was permitted to attend the Royal Commission hearings and
he was provided with a transeript of the evidence. Amongst the more than
600 exhibits was a small alphabetically indexed address book which had been
seized from one of the espionage suspects at the time of his arrest, February 15,
1946. This address book contained approximately 436 names, addresses,
telephone numbers, etc. Amongst these appeared the name Klaus Fuchs.

It was also asked, Mr. Chairman:

Did the Department of Justice associate the name with the Fuchs
who had been in an internment camp in Canada?

The answer to that is:

The name of Klaus Fuchs was not identified by investigators as
that of an individual who had been interned in Canada. There was no
record of Fuchs in Canada at that time apart from the brief statistical
records maintained of civilian internees which this country undertook to
accept and safeguard as a matter of co-operation with the United
Kingdom.

A further question was:

Was the notebook found on a person who was convicted or pro-
secuted and found not guilty?

The notebook was one of the articles seized during the search of the
premises of a man who was subsequently charged and acquitted.
Another question was:

Have the other names mentioned in the notebook been investigated?
How many were there and what results?

As I have said, there were 601 exhibits introduced at the royal commission
hearings. Most of these exhibits were extracted from thousands of documents
seized. A large room was required for the storage of the documents so
seized and special shelving had to be erected to facilitate their sorting and
examination.

This particular notebook was an ordinary small alphabetical address book
and contained approximately 436 entries. Included in this group were 150
names—some with addresses and phone numbers and some without—of persons
then resident in Canada; 163 names and addresses of persons then resident
in the United States of America and 5 names of persons then resident in the
United Kingdom. In addition there were 118 entries of a miscellaneous
character.

Following its seizure the notebook was very carefully examined from the
point of view of affording evidence in connection with the then existing or
proposed conspiracy charges that arose from the Soviet espionage enquiry. In
each case, action appropriate to the eircumstances was taken.

It was also asked whether the person who owned the notebook has been
interviewed, The answer to that question is yes.

A question was asked concerning the period of Fuchs internment in
Canada. The answer is six months during 1940.

It was finally asked whether there was any information about Fuchs in
addition to his name.

His address and his professional title—that is Dr. Klaus Fuchs—as well
as his name were given, but no other information.

That is the information I have dealing with the questions which were asked
in this matter the other day.

Mr. CorpwerL: That is not much to arouse suspicion, anyhow.
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Mr. Dickey: My understanding of the movement of Fuchs would seem to
indicate that on February 15, 1945, when this notebook was discovered and
presumably after it was first examined, Fuchs would have been in the United
States. Is that correct?

Hon. Mr. Pearson: Fuchs did not go to the United States, I believe, until
some years after his return to England.

Mr. Dickey: I thought it was in 1944 that he went to the United States?

Hon. Mr. Prarson: He was returned to England in 1940; and I think he
went to the United States. .

Mr. Dickey: In 1944, and returned in 1946?

Hon. Mr. Prarson: He went to the United States first at the end of 1943
with a group of British scientists on a government mission.

Mr. GraypoN: In what year was that?

Hon. Mr. Pearson: December, 1943. He remained in the United States
until the beginning of 1946.

Mr. Dickey: So at that time he was in the United States?

Hon. Mr. Pearson: He was in the United States, as I understand it, from
December 1943 until 1946.

Mr. Graypon: My difficulty in connection with the matters arises, as the
minister knows, from the fact that here was a very prominent scientist
apparently in Britain who was given a top job and was kept on that job
until very recently. :

Mr. Core: In England.

Mr. Graypon: In England; and still his name apparently had been given
as early as 1946 to the United Kingdom authorities, together with four other
United Kingdom residents. In addition to that, or at least keeping that in mind,
T think it would seem, at least to a layman who was looking at this thing not
from an investigational standpoint particularly, that if the security regulations
so far as governments are concerned are so loose that you can drive a coach and
six through them as Fuchs did, then, of course, it makes one feel rather insecure
with respect to general security provisions themselves. I was most anxious to
find out what investigation was made of the man who had the note book. The
minister says that he was examined.

Mr. Crorn: “Charged”, I thin1§ he said.

Mr. Graypon: Interviewed?

Mr. Crorn: No. Charged.

Mr. Graypon: I am speaking of the note book.

Mr. CroLL: Yes. The man with the note book was charged.

Mr. Graypon: The man with the note book was charged. It would seem to
me that we had some responsibility in this country no matter whether he was
a United Kingdom resident or a Canadian resident to track down the record of
that man, when his name was in the note book. And I would like to know from
the minister just what pains were taken in investigating his position and his
reco}x]'d, having in mind that his name appeared in a communist note book such
as that.

Hon. Mr. Pearsox: In so far as the owner of the note book was concerned,
he was investigated very carefully. In that note book there were, I think five
names of people who were resident in the United Kingdom. Those names were
sent to the United Kingdom.

Mr. CoLpwerL: Was Fuchs one of those names?

Hon. Mr. Pearson: Fuchs was one of those names; and they were sent to
the United Kingdom with all the information available concerning those names.
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But in so far as the other 140 odd Canadian names were concerned, that,
I submit, is where the responsibility of the Canadian Government was involved.
Because they were Canadian residents in Canada, everyone of those names was
investigated, carefully investigated and followed up.

Mr. Graypon: But the United Kingdom did not have the opportunity which
our authorities had here to examine the man who had the note book. And I think
ours was the responsibility, because of the distance, of making full investigation
of Fuchs and this report, not just the names of the individuals, but all the back-
ground of the man himself so that the United Kingdom authorities would be
able to identify him. Over here we would be able to find out at least some of
his operations.

Hon. Mr. Pearsox: I cannot follow that. The Canadian investigation was
a very thorough investigation of the man who had the note book and all the
information that was secured from him including the names of the people in his
note book, and any information we could secure about those names, was sent to
the United Kingdom. Surely when the United Kingdom received those names,
the names of people who were all United Kingdom nationals resident in the
United Kingdom. With that background, and with the information we were
able to obtain on this subject, then surely the further responsibility was that
of the United Kingdom government.

Mr. Stick: And you have said that the United Kingdom government had a
man out here during the investigation for that particular purpose.

Hon. Mr. Pearson: He was here all the time.

Mr. Crorr: Did not the Attorney General in presenting the case admit that
they had slipped up; Shawecross, I think, admitted that they had slipped, and
that the less said about it the better.

Mr. GraypoN: May I ask what in addition to the name, and the first name,
was transmitted by the authorities here to the United Kingdom government?

Hon. Mr. Pearson: The record of the trial of this man and the record of
his hearings.

Mr. Graypox: I am speaking of Fuchs now.

. Hon. Mr. Pearson: We had no information about Fuchs. He went to the
Umtel()i Kingdom, as I understand it. We merely had the name of Fuchs in the
note book.

Mr. CoupweLL: - Fuchs was never legally in Canada?

Hon. Mr. Pearson: He was interned in Canada for six months and then
returned to the United Kingdom at the request of the United Kingdom. He was
never a legal resident of Canada or connected with Canada in any way, shape or
form. He never had been in Canada before, nor has he been since.

Mr. CrorL: And as to those four others, had they ever been in Canada at
all, or were they just names?
Hon. Mr. Prarson: They were just names.

Mr. Graypox: Was the man who had the note book fully examined with
respect to Fuchs?

. Hon. Mr. Pearson: He was fully examined with respect to all the informa-
tion and with respect to the names found in his note book; and he was also tried,
and the record of his trial was made public at the time and he was acquitted.

Mr. Core: May I ask whet.h‘er Fuchs was for one single day free in Canada?
He was, let us say, In a prison camp as the guest of the British government?
Was he ever for one single day free in Canada?

Hon. Mr. Prarson: No, he was not, to the best of my knowledge.
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Mr. Low: Had he been interned as a Ger-ma.n_ national likely to cause

trouble?

Hon. Mr. Pearsox: As I think T mentioned the other day, in the excitement
of 1940, there was a general roundup of German nationals and former Germans,
and there was little effort—indeed there was little opportunity—to make a careful
examination of every individual case. They were put into camps, put on ships
and rushed out here because it was felt that invasion was imminent. Fuchs
was only one of many thousands. And I think he was here for only six months.

Mr. Core: May I ask a further question relating to the question which I put
a moment ago in regard to British subjects: have we ever had in this country,
let us say, German people under the same circumstances that we had this
fellow Fuchs, as a sort of guest, if I may use that word?

Hon. Mr. Prarson: Oh, no.

Mr. Core: I mean the more dangerous characters from Germany during the
war who were taken prisoners and sent over here by the United Kingdom govern-
ment, as you say?

Hon. Mr. Pearson: No, I do not suppose we ever had that situation before
in Canada.

Mr. Bater: And may I ask where Fuchs was resident let us say, six or
twelve months prior to the commencement of hostilities in 1939?

Hon. Mr. Prarsox: He was in England, I think. I do not know the
circumstances of his career, but I think he was living in Great Britain before the
war as a teacher of physies in one of the universities. I think he had come to
Great Britain in 1934 as a refugee from Nazi oppression.

Mr. Bater: Is that right!

Mr. Graypon: I understood that before the spy trials very extensive
examinations of the suspects and of those who were about to be charged were
made; and I would have thought that at that time there was an opportunity to
find out the whole background of Fuchs; and then, after that, transmit the
information to the United Kingdom government. I rather fancy that if a full
examination had been made at that time it would have identified Fuchs
sufficiently to the United Kingdom government and to everybody. :

Hon. Mr. Prarson: We had 140 Canadians on that list, and I think it was
our duty to find out all about them and their background. There were five
United Kingdom residents on that list and those five names were made available to
the United Kingdom. Surely it was their duty to look after those five names, in
view of the fact that they knew from where those names came.

Mr. Crorn: Was not Fuchs an employee of the British in 1946?

Hon. Mr. Pearson: Yes, a very important employee of the United Kingdom
government at that time.

Mr. Crorr: I understand he was one of their very top men.

Mr. CoupweLL: I think we have got all the information the minister can
give us and all we can expect.

- Mr. Graypon: I can appreciate that that is all the information the minister
can give us, but it does not tie up the answer so far as I am eoncerned.

Mr. Stick: As I understand it, this man came to England from Germany;
that the British Government sent him out here, and then later asked him to
come back. It is the responsibility of the United Kingdom government I think.
We carried out our contract in the matter.

Mr. Core: Do you not think it would have been odd for us to come forward
in the way suggested by an hon. member?- If we had of our own goodwill
investigated that man who had been sent over here by the United Kingdom
government, one of our allies, do you not think it would have tended to create
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suspicion with respect to our great ally, our mother country for us to investigate
and to go further than their instructions with regard to any man they would
send here and say to us: Keep this man until we call him back. ! :

Mr. Crorr: There were 143 Canadian names in that little black book which
we investigated, and 160 names of American people living in the United States
which names were sent to the Americans and they investigated them. There
were five names listed in the little book of British residents living in Great
Britain and we made available to them their names, and we presume they
investigated them. That is the whole story.

Hon. Mr. PearsonN: That is the situation.

Mr. Dickey: As far as Canadian responsibility is concerned it appears to
me that the Canadian government—judging from the talk concerning this
investigation—went too far, to the detriment of the civil liberties of certain
Canadians. Is not that correct? :

The CHARMAN: Are you ready for the next order of business? I believe the
minister wants to make a statement with regard to the Information Division
of the Department of External Affairs. Have you any further questions, Mr.
Graydon?

Mr. Graypon: No.

The CuairmaN: We will now take up the item dealing with the Information
Division of the Department of External Affairs.

Hon. Mr. Prearson: That on page 113 Publicity and Information.

Mr. Graypon: Well, Mr. Chairman, I take it we are not finished with
administration as yet?

The CrARMAN: No, the minister is still dealing with it but in the mean-
time he would like to make a statement on this division.

Hon. Mr. Pearson: I am in the hands of the committee; if any members
of the committee prefer to take up something else, I don’t mind.

Mr. Graypon: Well, as long as we have administration open.

The CrarRMAN: Oh yes, that remains open.

Hon. Mr. Pearson: I should also like to make a statement before I go on
to the purchase of property abroad, the item which appeared in the estimates

I%St year with a value of $1 and I would like to give you some information about
that.

Mr. Picarp: That would be fine, Mr. Pearson, particularly in view of the

fagt that that matter came up for attention in the Public Accounts committee
today.

Mr. Graypon: So long as it is understood that administration is still open.
Could the minister tell us how long he will be available to the committee?

Hon. Mr. Pearson: I am at your disposal all of this week. I am leaving
for London next week and will be back around the end of the month when I
hope we can have further discussions on the items to which you referred. I
will be happy to prepare a statement on that matter if you wish me to.

- Mr. Graypon: There are a number of areas of tension with fespect to cer-
tain countries about which we want to get further information.

- The CuamrmaN: I believe if we could have one more meeting with the
minister present before he has to go overseas it should be fairly satisfactory,
and then, as he said, he will be further available to the committee when he
returns and if necessary we can have this matter up again at that time.

Hon. Mr. Pearson: Mr. Chairman, my particular interest in the subject
of the information activities of the department is due to certain statements that
61406—2
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have appeared in the press and indeed in the House of Commons on that matter,
with special reference to external affairs. So I am anxious, Mr. Chairman, to
put the position before the committee. :

First, I saw an editorial in an Ottawa newspaper about a fortnight ago
which said—and I am quoting from it because I think this a matter about
which some explanation is required:

We most certainly doubt . . . whether the Department of External
Affairs needs 51 publicity employees at a cost of $226,000 a year to tell the
public what it (or its minister) is doing.

And then, on Friday last, in the House of Commons, another reference was made
to information expenditures in the Department of External Affairs by the leader
of the official oppesition when he said:

I find it extremely difficult to understand why the Department of
External Affairs meeds fifty-one publicity and information personnel.
There are no services carried on by the Department of External Affairs
similar to those carried on by the Department of Agriculture. I am satis-
fied that an examination of that department will show that a large part
of the work of those fifty-one men is devoted to straight propaganda on
behalf of the minister and the department and not to the production of
information necessary for the people of Canada.

That is the end of that statement. I submit, Mr. Chairman, that these state-
ments are based on an almost complete misunderstanding of the information
activities of my department, and I would like to explain how our money is
spent and what activities we do engage in.

We have not fifty-one publicity employees telling the public what the
department or its minister is doing. We have fifty-one employees doing informa-
tion work in the Information Division of the Department of External Affairs.
Of those about the only ones who could possibly be called “publicity employees”
are those who handle departmental press releases and inquiries from the press
gallery in Ottawa—one officer and one stenograper in addition to the head of
the division.

Only about one-sixth of the time of the other forty-eight employees is spent
in helping to provide the people of Canada with information about international
affairs and Canadian foreign policy; and they are doing this in an effort by the
department to realize the aim so eloquently expressed in the House last November
16, by one of the committee’s members, the honourable member for Peel, when
he said—and I hope I may be permitted to quote from that very fine statement:

. .. we cannot hope to have the informed and intelligent support of
the people of Canada in our foreign policies unless the people are informed
constantly, continuously and fully as to the faects and conditions upon
which the government bases those policies.

Some Hon. MEMmBERs: Hear, hear.

Hon. Mr. Pearson: Personally I thought that statement expressed very well
our ambition in regard to departmental information.

Mr. Graypon: Of course, I was referring to the House of Commons when I
said that.

Hon. Mr. Pearsox: Well, I hope I have not misrepresented what the honour-
able member for Peel has said.

This is a matter not of telling people in foreign countries what the depart-
ment or its minister is doing; it is a matter of trying to tell people outside of
Canada what the people of Canada are doing.and what Canada stands for.

Within Canada my department has a responsibility, I suggest, for he}pmg
and keeping the Canadian people informed of developments in international
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affairs. Outside of Canada, through our missions abroad, it is our responsibility
to provide information on all things Canadian. In other words, External Affairs
officers outside Canada represent the whole country, not only this department.
Everyone on our staff outside of Canada is doing information work, or should
be doing it. )

Perhaps I should try to give you some idea of what is implied by “Canadian
information work abroad”, which occupies roughly about £ths of the time of the
information division. A foreign magazine asks for help in finding photographs to
illustrate an article on Canada; a university professor wants to study books on
Canadian history; an art gallery wishes to hold an exhibition of Canadian paint-
ings; a would-be immigrant asks about the types of farming in various parts of
Canada; teachers search for classroom material; a journalist plans to write a
series of articles on Canada’s economy—I could go on almost endlessly. We get
a surprising volume of requests for information from abroad. Those requests
come from thirty or thirty-five countries, requests which are coming in to our
staff comprising fifty-one per cent stenographers, clerks and all the rest.

As our people abroad, from ambassadors to third secretaries, are responsible
for answering questions about Canada and trying to make Canada better under-
stood in other countries, it is the job of our department in Ottawa to see that
all our officers abroad are kept informed. We do not send them information only
about departmental policy and foreign affairs; we try to make sure that they are
kept supplied with up-to-date as well as background information on all important
developments in Canada. Some of the material sent to them is primarily for the
information of our own people abroad; some of it is suitable for use in response
to enquiries; some (such as our booklet, Canada from Sea to Sea) is produced
for the express purpose of making it available to teachers, writers, senior students
and others who want to know about Canada. We also see that our offices abroad
are provided with a small reference library of Canadian books, a basic supply
of still pictures and a small film library.

Now, how much does all this cost in terms of service with all the foreign and

commonwealth countries in which we are represented? I think there are thirty-
three or more.

Mr. Heeney: Thirty-four, sir.

Hon. Mr. Prarson: Thirty-four countries. Our estimates for 1950-51 are
only $103,600. The corresponding figure a year ago was $119,000 of which
about $110,000 has been spent. The principal items included in this total for
information abroad are: (1) The Canada Year Book 1950 and the Canada
Hand Book 1950—$15,500. These are both publications 'of the Department
of Trade and Commerce. The Department of External Affairs purchases a
number of each book each year for distribution to and through our posts
abroad. (2) Canada from Sea to Sea—about $25,000. This is our only general
information booklet. The first edition is now exhausted, and a second revised
edition has now been prepared. It will be published in English, French, Italian,
Spanish and Portuguese. The total run of the first edition was 400,000 English,
200,000 French, 100,000 Spanish and 50,000 Portuguese. It is contemplated
that about the same numbers will be printed of the new edition, plus 50,000
Italian. The total cost of these 800,000 copies is approximately $75,000, about
two-thirds of which was expended in the last fiscal year. The $25,000 now
shown is the balance of the payment. (3) Sunday publications and reprints—
about $8,500. This will be used in part or in full to purchase non-governmental
publications which are of value in information work abroad. For example,
last year the Canadian Geographical Society produced an excellent series of
reprints of articles on the Canadian provinees. A number of these were
purchased and forwarded to posts abroad. (4) Photographs—about $27,000.
Almost all of the photographs used by my department in Canadian information
61406—2}
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work abroad are purchased from the National Film Board. Photographs are
a useful medium of information. They can be and are used for newspapers
and periodicals, for displays, for study groups, schools, etc. Each post abroad
is supplied with a basic set of photographs covering every province and every
major phase of Canadian life. These sets, which have now been built up to
slightly more than 500 titles each, are kept up to date and added to from time
to time. Photographs are used to illustrate feature articles on various Cana-
dian topics which are distributed through posts abroad. (5) Graphic and
display material—about $27,000. Included under this heading are such items
as displays, silk screens, wall hangers, maps, charts and flags. Last year, at
the request of some of our posts in the United States and with the strong
support of the Government Travel Bureau, we prepared a series of three small
folding panel displays consisting of photographs and captions. I mention this
as an example since these displays were widely used at conventions and con-
ferences in the United States and were considered particularly useful by our
consulates.

Silk screens of Canadian paintings are purchased from the National
Gallery. They are used by all posts abroad, in the offices, for occasional
displays or for courtesy gifts to galleries or schools or clubs.

Wall hangers are particularly intended for wall display purposes in class-
rooms. The National Film Board produces these for us. There is a continuing
demand for them from teachers abroad. The set consists of five sheets dealing
with Canadian forestry products, mining, agriculture, creative arts, and science.

In addition to these items I have mentioned, which we purchase, a great
deal of general material for Canadian information work abroad is produced on
the department’s own multilith machines. This includes a weekly bulletin of
Canadian news, which has a ecirculation abroad of some 3,000, texts of
important speeches and official statements for circulation abroad, occasional
reference papers on subjects of current interest and reprints of articles in
Canadian publications.

The Information Division also proeduces a set of seventeen one-page fact
sheets, each dealing with one subject: Canadian geography: population, gov-
ernment, natural resources, trade, provinces, ete. Originally intended as an
aid in answering the large number of enquiries handled, these little sheets
proved very valuable in getting information about Canada circulated through
schools, study groups, ete. They are produced in quantities sufficient to meet
the recurring requests from our posts abroad, and so far we have used more
than 200,000 sets.

It is difficult, of course, to assess the exact percentage of time which is
devoted by the Information Division on the one hand to Canadian information
work abroad, and on the other to information within Canada, since many
officials are concerned with both. But an approximation can be made. Our
estimate is that about 75 per cent to 80 per cent of the whole salary cost of
$124, 320 represents Canadian information work abroad, and 20 per cent to
25 per cent represents information work within Canada. ¢

Since the item of $103,600 for publications, photographs, et cetera, is
entirely for information work abroad, the division of costs of the return made
to parliament, that is services and salaries of all employees of the division, is
about $198,000 on Canadian information work abroad, and about $30.000 on
information work in Canada; that is to say, about 87 per cent and 13 per cent
respectively. At a few of the larger posts there are full-time information
officers, nine or ten in all in our embassies and legations and high commissioner
offices. Information work is, as I have said, one of the essential functions of
a diplomatic or consular mission. -

I am not apologetic, Mr. Chairman, about my department’s expenditures
in the field of information; except that at times I feel apologetic about the small
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amount we get to carry on this work in so many countries throughout the world.
When I compare the amount that we get with other countries I do at times feel
a little impatient that we cannot do more. Of course, we have to cut our coat

according to our cloth. In France, the amount voted for cultural and informa-

tional activities abroad for the Ministry of Foreign Affairs is in our currency
over $10 million; in the Netherlands, a country whose national income is not
as large as ours, for the information services abroad, not including the Nether-
lands possessions abroad, the amount voted is $473,266, exclusive of salaries;
in the United Kingdom, which is not comparable because they do other work
which we do not attempt to do, like the work done for the British Counecil,
their budget for information abroad, exclusive of radio, of course—for they
spend a good deal of money on short wave—is £6,725,000; the United States
figure is, including radio, $35,531,000. So our figure of something over $200,000
to cover all our information activities abroad plus what we attempt to do through
publications in this country to explain our foreign policies, is not one which can
be justly charged as extravagance. I do not admit for a minute that there is
any purpose in this vote at all to set up publicity agents to glorify the depart-
ment or the minister. The fifty-one people, as I think I have explained, are
not publicity agents in any way shape or form. It has been suggested they are
temporary civil servants in the sense that they are personal appointments of
the minister and are not regular civil servants. That is not the case. There is
not one of those who is not a regularly appointed civil servant through the
Civil Service Commission. The temporary employees are too high a proportion
of the total, but it is not our fault and it is not our doing. We would like to
see as many-as possible made permanent, for temporaries in our whole External
Affairs Department make up fifty-five per cent of that department, which also
is unfortunate. The fact that there is such a high proportion of temporary
employees in the Information Division has no relation to any kind of activities
which may be alleged of a personal publicity character. They are all civil
servants appointed as such. Now, that, I think, is all T need to say on that at
the present time. :

Mr. Core: Mr. Chairman, I would like to address a few remarks to the
minister. I think the minister and our government are living in a vacuum and
I think the government should change its policy with regard to publicizing
Canada. The minister has shown us that we are not doing the necessary things
to promote Canada as a nation. If we do participate as a nation in various
worldwide organizations we should tell the people what we are and what we
intend to do. When we see these small sums of money being spent to promote
Canada here and abroad, I think I am saying the right thing when I say that
it is a shame. I think Pakistan is more articulate than we are. Of course the
minister did not mention what it costs to perform that service over the radio
or in the films or elsewhere but, even including these items, I do not know of
any country in the world which has been spending so little to publicize itself:
and I do blame the government and the minister. It is a shame that Canada is
not doing better in this particular field. T would ecriticize in addition the poor
help that we give to U.N.E.S.C.O. which is much more important, in my opinion,
than we consider it. After all, education is the fundamental thing if you want
to have the peace, it is no use blasting our way into the markets of the world
as one prime minister once said. We cannot blast our way into peace. If we do
not do more for UN.ES.C.O.—the Americans do a great deal—I am afraid
that we may lose out in other activities. We will never get where we should
because of a lack of publicizing ourselves, promoting, boasting. I am in agree-
. ment with the minister. I am not only in agreement but I say that the minister
- and the government should get away from that inferiority complex. We should
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spend a lot of money, much more in U.N.E.S.C.O0., much more to pmmouf e
information about Canada in the rest of the world. We are an unknown country
in the world.

Mr. Low: Mr. Chairman, I wanted to ask the minister a question, entlrely. .
aside from any effort or thought to keep up with the Joneses: Just where are
we falling down in our publication of things we ought to have the world know?
Now, before you answer, may I say that I think Canada has been articulate
enough in many respects. I think our actions have spoken much louder than
our pamphlets or our radio. But what we would like to know, Mr. Minister, so
as to back you up in any efforts you make to even these things up, is where we

-have been falling down.

Hon. Mr. Pearson: Well, T am not complaining, Mr. Chairman, about the
inadequacy of our information resources; I have accepted on behalf of the
department this vote if we can get it through. We will do the best we can with
that vote. Possibly it is not as necessary to publicize Canada as it is to publicize
some other countries. Our actions, I hope, always will speak louder than our
words and if our actions are rlght and good they will possibly take the place
of some millions of dollars in propaganda or publicity abroad.

Mr. Low: We are not promoting a wrestling match.

Hon. Mr. PearsoN: No; and I think we are not keeping up with the Joneses.
I think our figures indicate that we are not trying to do that; but it is important
that other countries know something about our country as a basis for good
relations and also as a background for inereasing our trade and commercial
contacts with those countries. What I have in mind if we were given a little
more money would be the appointment of press officers in some of our consulates
in the United States to help in tourist publicity and trade publicity. I think it
would be useful if we had a trained information officer in a country like Australia
where sometimes I think they do not know as much about Canada as they
should, just as we do not know as much about Australia as we should. I think
the activities of the Australian information office in Ottawa over recent years
have done a good deal to make Australia better known in Canada. But I think
we would be making a mistake if we tried to make too much of a splurge, and 1
do not think it is necessary for us to spend vast sums of money. All I am trying
to do is to give my point of view that we are not being extravagant in respect
of the money we now spend.
* Mr. Stick: It is not a question of falling down on the job, it is rather
expanding the services which we have already set up.

Mr. Graypon: Mr. Chairman, if I may make a comment on the minister’s
statement wherein he used me as a somewhat unwilling witness for his argument,
I would like to make this clear, that knowing the minister as I do, I fancy he
has misunderstood the purport of what I intended to convey during that discus-
sion, because it was only a continuation of several speeches I had made on a
clrmlar subjeet, and for that reason there could not be any real misunderstanding,
I fancy. I want to correct the minister on this. My pet peeve, if one may call it
that, with respect to External Affairs for many years, and particularly since the

war, was that we were not devoting enough time to discussions of external
affairs in the House of Commons and if the minister would do me the honour
to read some of the speeches I made before he was a minister, I think he will
find this is but a continuation and an emphasis of what pollcy I thought
parliament ought to follow. I am not raising this eriticism of conditions in
parliament at the moment because I think they have to some extent improved—
not as much as they ought to have impreved—nevertheless we are always
thankful for small mercies. But there was a time, year after year, when less
than two per cent of parliament’s time was taken up in the discussion of external

'
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affairs at a time when, I suppose, there was no subject that was more closely
connected with the lives of our people than our foreign relations. I pleaded over
the years, with some effect. Two or three years ago this committee apparently
saw eye to eye with me and the report in 1947, I think it was, called for a special
time to be set aside in parliament each week for the discussion of external
affairs and external affairs only, in order that we would somehow get a better
balance between our discussions on external affairs and our discussions which
were relative to domestic matters.

I think the facts would bear me out, that I felt when I made that speech
at the end of November that something ought to be done to give more
information in respect to the background which the government had before
they made policies of a major character on external affairs generally.

It was entirely on that basis that I was making my eriticism; because I
wanted the minister to be clear on that, because I did not mean to misrepresent
him; and because I did not even have in mind the expenditures of the
department when I made my remarks.

I do want to point this out, and I think there is much merit in the fact that
we ought to have very full discussions on foreign affairs in the House of
Commons because, there is no way that I know of where information on foreign
affairs will get out to our people more quickly and be read more widely than
by way of full debate from time to time in the House of Commons. I want to
make that position quite clear—and I have not changed it since November.
I hope that the minister will accept that as being my point of view because I
had no other point of view in mind at the time.

Hon. Mr. Pearson: I would not want to leave the committee in any doubt
about this matter in so far as my reference to my friend Mr. Graydon is
concerned. I hope that I did not misrepresent what he said—I did not mean to.

He was of course talking at that time about the debates in the House of
Commons and how necessary it was to air these matters in the House of Com-
mons. I agree that we should do all we can in that direction. I quoted Mr.
Graydon’s paragraph because it expressed in a very eloquent way our desire
to use the Information Division and our publications on foreign affairs as a
means of educating people, apart from discussions in the House of Commons.
His words were very good words. We cannot hope to have the informed and
intelligent support of the people of Canada in our foreign policies unless the
people are informed constantly, continuously and fully as to the facts and con-
ditions upon which the government bases those policies.

Mr. Graydon may have been referring at that time to the debates in the
House of Commons but T am referring to the possible use of our Information
Division to reach the same objective. So far as discussions in the House
of Commons are concerned I would like to see all thé discussion we can have
on external affairs. Once or twice I have pleaded for more interest in external
affairs in the House of Commons to empty benches and empty press gallery
seats, and the debates have tailed off. Once the debate ended so suddenly
that I found myself winding up a discussion when I thought it had just begun.

Possibly we ourselves, in the House of Commons, are somewhat to blame for
the lack of interest.

Mr. Graypon: There is another angle that the minister might mention in
connection with that—and it is the matter of the picture changing so rapidly
with new issues arising almost every week. Sometimes when discussions take
place it is in connection with something that has long passed. That is one of

thfa reasons I felt that we ought, weekly if possible, to deal with issues as they
arise.
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Hon. Mr. Pragrson: Possibly, Mr. Chairman, we might have a private
members’ hour one night a week on external affairs instead of on pipe lines?

Mr. Graypon: I am not an expert on that but I am told that there is an
international flavour to it as well.

Mr. McCusker: You will have to get the consent of the opposition first.

Mr. Low: Mr. Chairman, it might be very useful to the members of this
committee if, before we go into the details of the estimates, a statement could
be made by someone in the department who is concerned with the particular
angle of the work, as to the procedure used by the department in making an
expenditure. If you do not mind, I will just explain what I mean. Let us take
your administrative vote, No. 578. I thought the members ought to be aware
of exactly what procedure is followed when anyone in the branch wishes to spend
some money. Let us take printing, in 578. Would you have someone trace
the procedure in placing an order, in checking the receipt of the printed mate-
rial, in paying the bill, and in controlling the vote? Would you also indicate
to the members of the committee, if you do not mind, whether or not you fol-
low the practice of making overdrafts from unexpended balances on one item
to another item where you think there has not been enough provided? I think
that sort of thing would be of great assistance to us.

Hon. Mr. Pearson: We would be very glad to do that and to go into it
in the greatest possible detail—mot only as to how we spend money but how we
work out the estimates and the scrutiny that is given to the estimates before
they appear in the House. Also, we would like particularly to go into this
vote for $1 which has caused a certam amount of attention and which I may

add we attempted to explain last year, and to which no exception was then
taken either in this committee or in the House. I think perhaps we could
go into. that in greater detail this year. The procedure in respect to that $1
vote, I may say, was adopted by the department and by the government on
the advice of the law officers of the treasury board. We were told that was
the way that it should be done.

Mr. Low: I understand that, but it seemed to me that at some time—not
tonight but at some time soon—before we start on the estimates, it would be
of help if we had the exact procedure. We could discuss this more intelligently
if we knew the control you had.

Mr. Graypon: May I ask—
Mr. HeexEy: Just before you do, Mr. Graydon, I would just like to make

certain of what it is that Mr. Low wishes. You are not referring particularly
to the publicity end of it, you are referring to general administration?

Mr. Low: Yes, with emphasis on the machinery for controlling the vote.

Mr. Graypon: In the $198,000 which the minister mentioned are there
included costs of the short wave station at Sackville?

Hon. Mr. Pearson: Not at all. That does not come in our estimates at all.
Mr. Graypon: So that would be in addition to the $198,000?

Hon. Mr. Pearson: Quite, and it involves a much greater sum of money.
That station is administered bv the Department of Transport and the money
is expended by the C.B.C. short wave broadcasting service, in consultation
with our department as to what we should send to the countries—especially
those behind the iron curtain. We work with them but we have no responsibility
for the estimates.

Mr. Stick: When information goes out O;l that short wave station do you
have to pay for the time?
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Hon. Mr. Pearson: No, that vote does not cost us anything at all except
that officers of the information division have to give some of their time to
consult with and co-operate with the short wave people in Montreal.

Mr. Stick: That would come under salaries of the department‘?
Hon. Mr. Pearson: Yes.

Mr. Graypon: The minister mentioned $27,000 for maps. Has there been
much demand from behind the iron curtain for maps of Canada?

Hon. Mr. Prarsox: Very little of this publicity expenditure gets behind
the iron curtain under present circumstances. As far as Canada is concerned
there is very little demand for maps behind the iron curtain—either geographical
or human.

Mr. Picarp: The minister mentioned a moment ago the advisability of
making a statement on this item 67 in the estimates—the vote for $1—which
is being used in foreign countries for legations. The point was raised this
afternoon in the Public Accounts committee and discussed quite extensively.
I do not think we would want to take up much of your time but T wonder
if this would not be the time and place for you to give us some information
in relation to that vote.

Hon. Mr. Pearson: I would like to go into that in more detail when T
have had a chance to see what was said this afternoon. I could say something
about it now.

Mr. Low: Could not that come in under the procedure for dealing with
your vote?

Mr. Picarp: Well, it is a separate thing. '

Hon. Mr. Prarson: I want to deal with that matter especially because it
is a complicated item. It seems to have created some criticism and misunder-
standing and I would like to clear it up if possible.

The CHamrMAN: It is item 67 on page 10.

Mr. Fraser: May I ask the minister one question about publicity? In
these various figures which he has given, on the Canada Year Book, Canada
From Sea to Sea, reprints of photographs, and so on, are there any other govern-
ment departments doing similar work?

Hon. Mr. Pearson: The only other government department that is doing
that kind of work at all would be the tourist bureau and its activities are
mostly in the United States. It is specialized tourist advertising. Trade and
Commerce through their trade commissioners offices, where we are not represented
diplomatically, distribute a certain amount of literature of this kind. = They
get it from our Information Division. It is part of our product but in a
country like Venezuela we would ship the trade commissioner in Caracas as
much of the material as he would request and he would.be responsible for its
distribution.

Mr. Graypon: What is being done by the department now, in their publicity
work, in the way of extending the tourist trade to those countries where the
publications are going?

~Hon. Mr. Pearson: Well, tourist advertising as such is confined almost
entirely to the United States. It is not very realistic or useful at the present
time to engage in much tourist advertising in the sterling area because they
are not given dollars to come to this country.

Mr. Graypon: Of course they are not all in the sterling area?

Hon. Mr. Pearson: No, but it is not easy for countries in the Latin
American dollar area to come to this country.
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There is certain background advertising done, but the great bulk of the
“aetivity is in the United States where we get, out of a total of roughly $300,000,000
of tourist expenditure last year, all but $12,000,000 or $13,000,000. I would
have to check the exact figures but that is where we concentrate our advertising.

Mr. Stick: You mentioned sending information abroad via Trade and
Commerce. I take it there is strict liaison between Trade and Commerce and
your department to see that there will be no overlapping.

Hon. Mr. Pearson: Yes. We have an inter-departmental committee on
information activities abroad, which includes membership from Trade and
Commerce, the Tourist Bureau, and the C.B.C. We try to ensure that there
is no overlapping.

Mr. Stick: I ask that question because there was a rather live issue before
the royal commission as to whether there had been some overlapping.

Hon. Mr. Pearson: That is the purpose of our inter-departmental com-
mittee.

Mr. Dickey: I wonder if the minister could tell us something about the
activities of the department with respeet to speakers as mentioned in the
report. What would that amount to?

Hon. Mr. Pearson: At the moment very little in terms of expenditure.

Mr. Low: Were you not first going to deal with that $1 item?

Hon. Mr. Pearson: Mr. Heeney tells me that we have a $25,000 vote for
that, and that we used about $20,000 of it.

Mr. Dickey: What about the item “visitors and speakers”?

Hon. Mr. Prarson: This is a vote for speakers. What is the number of the
vote?

Mr. Dickey: It is on page 71 of the annual report of the department.

Hon. Mr. Prarson: I am told there was no special item for that, but that
the amount of money spent on it is very small indeed. What is the figure?

Mr. Heeney: $1,000 is the amount we asked for.

Hon. Mr. Pearson: We asked for $1,000 this year.

Mr, Heexey: It comes out of 103. »

Mr. Graypon: With respect to the $15,500 which was mentioned as being
the amount paid for Canadian Hand Books and The Canada Year Book, may I
ask what distribution is made of these books and to what countries would the
largest distribution be made?

Hon. Mr. Pearson: I cannot give you that information off hand, but I can
certainly get it for you and I think we can probably break it down in detail for
you.

Mr. Graypon: And when that is being done perhaps the department officials
will break down the other items mentioned, showing the major countries to
which this material goes?

Hon. Mr. Pearson: It is possible to get all that detailed information.

Mr. Picarp: May we come to item 67, Mr. Chairman. I am rather interested
in it.

The CuAlRMAN: Are there any further question?

Mr. Graypox: Might T ask the minister this question: he spoke about those
who were properly styled publicity people within his department. May I ask
who is the head of publicity in your department now? ?

Hon. Mr. Pragrson: It is not a publicity department. It is the Information
Division of the department and the head of the information division is Mr. Allan

Anderson. He took Mr. Rae’s place a year ago, as head of the information
division. He is a member of our foreign service. Mr. Rae himself had been a
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diplomatic officer and was transferred to a diplomatie post. Mr. Anderson, his
: nt, took over from him. The officers in the Information Division are
interchangeable with other officers in the department. We have some there

now who have returned from embassies abroad and others who were obtained

through the Civil Service Commission by special examination.
Mr. Cort: May I ask who is the officer in charge of French publications?

~ Hon. Mr. Pearson: The officer in charge of French publications in the
Information Division is Mr. Paul Tremblay, who up to about six months or a
year ago was the second secretary in Chile.

- Mr. Graypon: Just what is the structure of the information division with
respect to the various officers who are in it?

Hon. Mr. PearsoN: You mean the duties they are performing?
Mr. Graypon: Yes.

Hon. Mr. Prarson: Possibly you might let me produce that at the next
meeting and we will break it down into a chart showing what everybody does in
that division.

Mr. Graypon: That is what I Awould like to have.

The CrairmMAN: Shall we go on to item 67 now or deal with it at the next
meeting.

Mr. Cori: At the next meeting.
The Caamrman: Will that be very elaborate to explain, Mr. Pearson?
Mr. CoTE: At the next meeting. '

The Cuamman: Well, I think we could get a brief statement, unless we want
to work until 12 o’clock. Ttem 67, $1.

Hon. Mr. Pearson: I would like to put this on the record and then perhaps
come back to it later in greater detail. Maybe I should read the vote itself.
Vote 67 reads as follows:

Vote 67—To authorize the use during the fiscal year 1950-51 in
payment for the acquisition, improvement or furnishing of properties for
Canadian Government offices and residences in foreign countries of incon-
vertible foreign currencies from deposits of such currencies which may be
used only for governmental or other limited purposes in these countries
and which have been received by the Government of Canada from other
governments in settlement of claims arising out of military operations or
war expenditures................ $1.

The background of the vote arises out of our efforts to secure from these
governments some payment for military relief and other post-war Canadian
dollar expenditures in those countries. We had to negotiate—and the negotiations
were very complicated and difficult—and conducted separately with every
country concerned. The United States and the United Kingdom ' conducted
similar negotiations, but we acted independently of them, of course. We made
these arrangements, and they had to be made in a form which would make
possible the expenditure by the Canadian government of local currency without
transferring that currency to Canada because of their dollar difficulties. We
would not press them to do that.

We thought we had been pretty successful in the arrangements we made
for Canadian government expenditures in those countries in a form which did
not require currency to be transferred, because if we had insisted on the transfer-
ence, we would have got practically nothing, and those expenditures would have
been made by Canadian dollar appropriations. So we were rather pleased with
ourselves in getting these arrangements quite apart from the technical problem
of whether they should have been included in this form in the estimates.
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- When consideration was being given to the use of these blocked funds for
the purchase of premises abroad and for other governmental expenditures in this
country, the present Prime Minister was then the Secretary of State for External
Affairs, and he informed the heads of our missions abroad in the different
countries where there were military relief credits that the same consideration
had to be given to the purchase of premises from these blocked funds as would
be given to purchases were they made from regular departmental appropriations.
In other words, we did not want our people abroad—if I may use the expression
—to splurge because they were getting free money over there because it would
obviously be bad policy; and furthermore, while they might have free money
now, these premises would have to be kept up in the future by money voted
in Canada. So we insisted they adopt the same practices and make the same
recommendations having great regard to economy as they would have made if
asking for a vote from Canadian dollar appropriations. The Secretary of
State for External Affairs said in his dispatch to every diplomatic representative:
I wish to emphasize that the same consideration should apply to
the selection of premises that may be available under this scheme as
would apply if the premises were being purchased for cash. I would not
be ready to recommend to Council the payment of an unreasonably high
price even though payment were to be made in the form of a credit against
military relief obligations, nor would I recommend the purchase of
premises larger than were necessary, even if the price were reasonable,

since the maintenance costs could not be justified.

So we did our best to follow the dictates of economy and good business in
using these funds as they became available. s

The department by itself, of course, has not unlimited spending power under
this dollar item, as all purchases under it have to be approved by the Treasury
Board. We cannot use this to buy embassies without going to the Treasury
Board and getting our application for the use of these funds approved by the
Treasury Board. ;

No specific report is made to the House of purchases made in this way
although the price of the purchase is listed in the public accounts; and the
department normally expects to report to the Standing Committee on External
Affairs on its acquisition of property during the previous year.

And in conclusion of this stage of the explanation, this procedure was
suggested to us by the law officers in consultation with the Treasury Board.

Mr. Stick: That agreement was negotiated, let us say, so that Yugoslavia
would pay us for the debt they owed us in their own currency and that would
be used in Yugoslavia for whatever mission we have there instead of using
Canadian dollars? J

Hon. Mr. PearsoN: Yes, and with no transfer of funds.

Mr. Picarp: I think you mentioned the upkeep of these premises. I suppose
these credits would last until they were exhausted, and they could be used for
that purpose?

Hon. Mr. Pearson: We can draw on these credits for the upkeep of these
premises and for other governmental expenditures in that country which are
approved. That is why the minister in charge at that time cautioned the
officers abroad not to be extravagant in their recommendations for purchases
because, though we had this money, these military credits, nevertheless, when
those credits become exhausted the upkeep would have to be taken care of by
appropriations. +

Mr. Prcarp: Is it fair to assume that sums of money outstanding in many
countries would take care of these countries for a good many years?
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- Hon. Mr. Pearson: We think we negotiated a very good deal with these -

countries.

Mr. Picarp: My point is that they will be cared for for quite a long time
through these funds?

Hon. Mr. PearsoN: In some countries it will cover a period of years.

Mr. Stick: Would that apply to Great Britain?

Hon. Mr. PearsoN: No. That does not apply to Great Britain.

Mr. Low: So $1 is put in this vote to keep it open because you have
indefinite amounts to work to?

Hon. Mr. Pearson: Yes. We have no idea what the expenditures are going
to be. But before we can make any expenditure we have to get the approval
of the Treasury Board of this $1 vote first of all, and to bring the matter before
this committee or before the House of Commons so that any member can get up

. and ask: “What does that mean?” and criticize the vote to his heart’s content.

I might say that a vote in this form went through last year; it went through
the House of Commons and nobody criticized it at all at that time.

Mr. Stick: That is correct. Now, Mr. Chairman, I move that we adjourn.

The CuamrMAN: I want to thank the members of the committee and also
the minister for being here this evening.

Our next meeting, as you know, was to be held on Thursday of this week
at 11 a:m., but the minister informs me that there is a cabinet meeting at
that time; so we shall adjourn until Thursday and you will be notified later
of the exact time.

The committee adjourned.
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MINUTES OF PROCEEDINGS

THURsDAY, May 4, 1950.

The Standing Committee on External Affairs met at 4 o’clock. Mr. J. A.
- Bradette, «Chairman, presiding. ‘

Present: Messrs. Bater, Bradette, Campney, Coldwell, Fournier (Maison-
neuve-Rosemont), Fraser, Gauthier (Lac St. Jean), Gauthier (Portneuf),
Graydon, Green, Hansell, Leger, Low, Macnaughton, McCusker, Noseworthy,
Mutch, Pearson, Richard (Ottawa East), Robinson, Stick.—21

In attendance: Messts. A. D. P. Heeney, H. O. Moran, S. D. Hemsley and
F. M. Tovell.

The Chairman announced a change of procedure beginning Monday, May
8th (see today’s evidence).
Item 67

The Honourable Mr. Lester B. Pearson read a statement on the above item
and he was examined thereon.

In this respect it was agreed to call an official of the Treasury Board.

Mr. Pearson was also questioned on:

1. The alleged existence of a treaty between Canada and the U.S.A. on
pipe lines routes;

2. The appearence of the Canadian Minister in Washington before the
United States Federal Power Commission respecting the export of natural gas
to Chatham;

3. The proposed Japanese Treaty;
4. The negotiation of a Pacific Pact;
5. The cost of the Canadian Delegation flight to Colombo.

On behalf of the Committee, Mr. Graydon expressed his best wishes to the
Minister on his pending departure for London.

At 540 the Committee adjourned to the call of the Chair.

ANTONIO PLOUFFE,
Clerk of the Committee.
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EVIDENCE

House or CoMMONS,
TuUrsDAY, May 4, 1950.

The Standing Committee on External Affairs met this day at 4 p.m. The
Chairman, Mr. J. A. Bradette, presided.

The Cuamrman: Order. I now call the meeting to order. Gentlemen,
there is a change in our procedure. Since we last met on Monday evening, it
has been found impossible for Messrs. Eudes and Jutras to make their statements
next week as originally proposed and agreed upon. It is suggested that their
presentation be made during the week of Monday, May 22 when both Messrs.
Eudes and Jutras will be ready.

It is therefore suggested that Mr. Heeney follow the minister as previously
agreed, beginning next week.

What is your pleasure?

Mr. Graypon: Were they coming on next week?

The CuamrMaAN: Yes. But Mr. Jutras and particularly, Mr. Eudes, who
is away, won’'t be well prepared, so they want to come on the week after next.

Mr. Graypon: I should think the committee would like to meet their
convenience because it makes no difference to us. We would go on with other
work.

The CuamrMan: It was therefore suggested that Mr. Heeney follow the
minister as previously agreed.

Mr. Graypon: But will Mr. Heeney be ready?

Mr. Heexey: He can be ready.

The CrarmaN: I believe it is now in order for the minister to proceed.

Mr. CoupwerLL: Is the minister going to elaborate on what he said on
Monday night in regard to blocked currency in these countries?

Hon. Mr. Prarson: You mean the dollar item in the estimates?

Mr. CoupwerL: There is nothing in the estimates in the way of a sum
of money, and it seemed to me there might be some further explanation given

as to what property has been acquired and how the money has been spent,
perhaps as expressed in Canadian dollars.

Hon. Mr. Pearson: I have a complete statement on that matter which T
would be very glad to give to the committee if the committee so desires, since
this is a matter which has caused so much interest.

The CuamrMAN: Agreed.

Hon. Mr. Pearson: I have seen the Auditor General’s report concerning
the one dollar item in my department’s estimates and I have read in the
press of the discussions which have taken place on this subject in the Public
Accounts Committee. T feel it would be useful if in addition to the general
remarks which I made about this item at the meeting on May 1 of the Standing
Committee on External Affairs I made a more comprehensive statement

| describing the moneys involved under this vote, the manner in which they were

obtained, the purposes for which they will be used and the reason for this
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vote appearing in its present form. I do not propose giving figures in respect
of total claims, amounts of settlement, etc., because these are more appropriately
matters for the Department of Finance and I understand that Mr. Sinclair
intends to make a more detailed statement in Parliament at a later date
when he will furnish these figures. :

During the last war the civilian organizations of the allied countries
followed the advance of the armies and distributed food, clothing and medical
supplies to the civilian populations of the liberated European countries. The
receiving countries included France, Belgium, the Netherlands, Luxembourg,
Denmark, Norway, Italy, Greece and Yugoslavia. The supplies were provided
by the United States, the United Kingdom and Canada to a total of about
$1,746,300,000. It was always understood that they were being furnished to the
citizens of those countries on a repayment basis.

In the post-war years a committee known as the Tripartite Settlement
Committee with headquarters in Washington examined the accounts submitted

by the three supplying countries and determined the total cost of the goods
distributed in all of the European countries as well as the amounts which had:
been furnished by each of the three countries. It was obviously impossible to
determine what proportion of each country’s supplies had gone into any particular
European country. Therefore, it was decided that each supplying country
would recover its expenditures on a percentage basis. It was calculated that
Canada had supplied 5-3 per cent of the over-all total and accordingly was
entitled to seek reimbursement from each receiving country in the amount of 5-3
per cent of the total military supplies bill for that country. For example, in
the case of the Netherlands the total value of supplies distributed in that
country was about 270 millions. Canada’s claim against the Netherlands was
5-3 per cent of that amount or $13,839,170. d

Under the procedure agreed by the Tripartite Settlement Committee
Canada presented a mote to the government of each European country con-
cerned advising of the total amount owing to Canada. These were identical
notes except in the case of Italy and Greece where, having regard to the
economic conditions in those two countries, it was stated that Canada would
seek only mominal payment. .

Although there were conversations from time to time between repre-
sentatives of the Canadian government and representatives in Ottawa of the
foreign governments concerning our miltary relief credits no direet mego- -
tiations took place, except in the case of the Netherlands, until early this year
when Mr. James Sinclair, Parliamentary Assistant to the Minister of Finance,
visited Europe to arrange the settlement of these accounts. He met with
government representatives of all of the countries concerned except the Nether-
lands with whom 4a settlement had been completed in 1948 and Greece where,
because of the unstable political situation, inter-governmental negotiations
were mot possible.

Within the past few weeks formal notes confirming the details of settle-
ment have been exchanged between the Canadian government and the govern-
ments of Yugoslavia, France and Denmark. It is expected that similar exchanges
of motes will be carried out shortly with the other governments with whom
Mr. Sinclair had discussions. So much for the moneys which will be used under
this vote and the manner in which they were obtained.

The purposes for which these currencies will be used are set out in the
wording of vote 67 of our estimates. By 1948 it had become apparent that °
the economic recovery of Europe had not been sufficient to permit these
countries to settle our claims entirely in.Canadian dollars. It was equally -
apparent that there were some countries which would find it impossible to
make any payment in Canadian dollars. In fact, the United States govern-
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ment normally lumped their military relief claims with other claims on which
it made settlements involving considerable write-offs. The United Kingdom
government, took similar action in a mumber of cases. .

When it was accepted that at least partial payment of the claims would

have to be in foreign currencies which could not be used for ordinary com-
~ mercial purposes, consideration was given to the manmer in which the Canadian
. government could profitably use these moneys. A number of Canadian diplo-
matic missions had just been opened or were in the process of being opened
in Europe and the problem of both office and living accommodation was
presenting considerable difficulty. Excessive rentals were being asked for the
few leased premises which were available and our experience was that appro-
priate residences for Canadian heads of mission could, in most cases, be
acquired only by purchase. Accordingly, it was decided that one way in
which these local currencies could be used to advantage would be by pur-
chasing premises and furnishings, provided suitable buildings at reasonable
prices were available.
This brings me to the form of vote 67 which first appeared in our supple-
mentary estimates for 1948-49. From the review which I have given you of
this matter, you will see that when we were preparing our estimates for the
fiscal year ending March 31, 1949, we were faced with one known factor and
four unknown factors. It was known that the foreign currencies which would
be deposited to the credit of the Canadian government in northwest Europe
could be used for the purchase of properties, provided the premises were
suitable and the price was reasonable. The unknown factors were:—

(a) Would the military relief accounts be settled before the end of that
fiscal year?

(b) What would be the level of real estate values in the various countries
at the time purchases would be contemplated?

(¢) Would a residence or a chancery or both be purchased in any
particular country?

(d) What amounts would be available from these settlements and in what
period” would we be able to make the expenditures, having regard to
availabilities and to the limited staff at our disposal to carry out
the transactions?

We recognized that, in these circumstances, it would be extremely difficult
to insert a figure in our estimates for any twelve-month period which would
approximate reality. At the same time it was necessary to draw the attention
of parliament to the fact that these blocked currencies existed. It was also
necessary to obtain parliamentary approval of the purposes for which it was
proposed these moneys should be used. It was decided that these conditions
could be best met by inserting a vote in the form of the present vote 67.

Members will also appreciate that our bargaining position both as regards
the settlement of the military relief accounts as well as the purchase of any
properties, could be prejudiced if estimated expenditure figures were published
before such negotiations commenced.

An item of this kind first appeared in the estimates of the Department of
External Affairs for the fiscal year as I said ending March 31, 1949. The same
item was included in the department’s estimates for the year ending March 31,
1950. The nature and purpose of the item were explained to this committee on
November 23, 1949, and were accepted by the committee including most of those
members who are now raising some doubts as to the form of the vote.

I can assure those members who now take objection to a procedure which
they have found, 1 assume, satisfactory for the past two years, that we are
prepared to meet their proposals for the revision of this vote in any way that
is- legal and workable.
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That is the story of the one dollar item.
Mr. CorpweLL: Have any moneys been expended for salaries or for purchase &
: Mr. Heeney: $137,000 has been spent for the purchase of a legatlon in .'
Copenhagen. h
Mr. CoLpweLn: And when was that purchase made?
Mr. Heeney: In the last fiscal year.

Mr. CowpweLL: Why would it not have been included in this 1949- 50
column? That is what puzzled me. If anything had been spent why was it not
reported to the House of Commons? These estimates were printed some time ago.

Hon. Mr. PearsoN: I suggest that the explanation is that when these "j‘.
estimates were actually prepared toward the end of last year no money had been
spent. But since these estimates were prepared, there has arisen that one item

of $137,000 which has been spent for the purchase of a legation in Copenhagen.

Mr. CorpweLL: If money had been spent out of these funds, why would lt "
not be enumerated in this column?

Mr. Low: The column 1949-50 does not contain the items spent, but rather
what was voted. You have that column in there for comparative purposes only.
It sets out the amounts voted, not the amounts spent.

Mr. CorpweLL: I suppose that is correct.

The CuamrMmaN: Would it not be preferable before the question period for
the minister to finish his statement?

Mr. CoupweLL: Oh, I thought he had finished his statement.

Hon. Mr. Prarson: No. I have some more to finish here.

Mr. CorpwerL: I am sorry. The minister looked up.

Hon. Mr. Pearson: I shall try not to look up again until I am finished.

Mr. Stick: That is the procedure we adopted last time?

The CuARMAN: Yes, and I think it worked well.

Hon. Mr. Pearson: I have made it fuller than perhaps was necessary but
I felt that a complete review of the situation was desirable because, when reading -
reports of discussions and statements on the subject, I gained the impression that
a number of members, some of whom sit on this committee were somewhat
confused as to the origin of the currencies, the method of settlement with the
countries concerned and the manner in which expenditures would be accounted for.

Perhaps before concluding, I should refer to some of the questions on which
clarification appears necessary. It has been stated, I think, by the Auditor
General, that these moneys must be spent in the country of origin. This is not
correct. In more than one case we have arranged under the terms of settlement
that the currency of one country may be used for specified purchases in another
European country.

I have seen a statement that the External Affairs expenditures for property
purchases are not shown in the public accounts and do not appear in any
published record. May I direct your attention to page E-10 of the publie
accounts of Canada for the fiscal year ended March 31, 1949. There you will
see vote 698 which is the one dollar item in the same form as it appears under
vote 67 in the estimates which you are now considering. As foot-notes to this
vote you find explanations of two purchases made by the Department of External
Affairs during that fiscal year—one of furnishings in Denmark and one a
property purchased in the Netherlands.

Does that conflict with what you said a minute ago, Mr. Heeney?

Mr. HeeNey: No.

Hon. Mr. Pearson: I assume the public accounts for the fiscal year ended
31st March, 1950, will show the details of two property purchases carried out
in that twelve month period.
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that “we as parlianient have never made any vote to the Department of
External Affairs for the purchase of properties in other countries”. As members
of this committee know, there has been included every year an amount to cover
our intended purchases except those for which blocked currencies will be used.
The estimated costs of these proposed purchases have been included in our
capital items and have been the subject of discussion in this committee in other
years. 1 would expect that a discussion of the same nature will take place
in the committee this year.

year and, if you look at page 91 of the report of last year’s meetings, you will
see that the Under-Secretary reported that purchases by the department in
Paris, in Rome and in Copenhagen, were under consideration. Mr. Heeney
explained that these purchases would not involve expenditures apart from the
blocked funds available in those countries. Mr. Heeney went on to give a
review of our property position in all of the European countries to which Mr.
Fleming had referred when describing his trip through Europe.

As committee members know, the department does not have, as has been
suggested, a free hand in the expenditure of blocked currencies. Each proposed
purchase must be submitted to and approved in advance by Treasury Board.
Before any such submission is prepared, the Under-Secretary and the minister
must satisfy themselves that the proposal represents good value for Canada.
I can best describe our policy by repeating the excerpt which I read to you at
our meeting of May 1, from the instructions on this matter which the Secretary
of State for External Affairs issued to the Canadian heads of missions in each
of the European countries where we have a military relief credit:

I wish to emphasize that the same considerations should apply to the
selection of premises that may be available under this scheme as would
apply if the premises were being purchased for cash. I would not be ready
to recommend to Council the payment of an unreasonably high price even
though payment were to be made in the form of a credit against military
relief obligations, nor would I recommend the purchase of premises larger
than were necessary, even if the price were reasonable, since the main-
tenance costs could not be justified.

That is the end of my statement, Mr. Chairman.

Mr. Stick: In the purchase of property like that have you a staff there
to assess the value, or do you call in the Public Works? Do you call on them,
or is it all confined to External Affairs?

Hon. Mr. Pearson: We have a man in Europe, a departmental official, who
is concerned with property matters generally; and he usually calls in a valuator
from the country concerned who would be in a better position to evaluate the
property than somebody we might send, let us say, from Ottawa to Denmark.
Our departmental architect and property supervisor is Mr. Antoine Monette.

Mr. CoupwerL: He was here in Ottawa and appeared before us.
Hon. Mr. Pearson: He is a member of the External Affairs service.
Mr. CopwrrL: And he looks after property in Europe and South America?

Hon. Mr. Pearsox: Oh, yes. It is an impossible job for one man to do.
Now I would like to have the Under-Secretary explain his statement of a moment
ago that we have made only one purchase.

Mr. Heeney: The statement I made was quite correct. That is the only
expenditure from this vote in the last fiscal year, that $137,000 for the purchase
of a legation in Copenhagen.
~ Two other matters to which the minister referred in his statement were
intended to be charged to this vote, but due to a technicality they could not be

It is Mr. Wright, I believe, who is reported to have made the statement

Purchases under the one dollar item were discussed by this' committee last
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so charged and they had to be absorbed otherwise through normal capxtal
expenditure items in the departmental estimates.

Mr. Fraser: The minister did not say how much they had collected in each
country.

Hon. Mr. Pearson: No. I think I said that Mr Sineclair is making a detailed
statement on the amount collected in regard to the settlements with each country.
I have not got the figures.

Mr. Fraser: How do you know then that you had that much money to
spend in Copenhagen?

Hon. Mr. Pearson: Because we knew as a result of the settlement with
Denmark, we would have more than that amount.

Mr. Fraser: That is the only amount that you know of?

Hon. Mr. Prarson: Even at that time we had not made a final arrangement
with Denmark as to the final amount.

Mr. Moran: Denmark offered to advance that sum against the eventual
settlement? :

Mr. Fraser: This was a part payment?

Hon. Mr. Pearson: Yes, a part payment. We knew it would be more than
that and it was a sort of first instalment which we used for this purpose.

Mr. Fraser: Do you contemplate any other purchases in the other countries?

Hon. Mr. Pearson: Yes, we do.

Mr. Fraser: What other countries?

Hon. Mr. Prarson: If we can get suitable premises—perhaps Mr. Heeney
could answer your question.

Mr. Heengy: The committee will understand why it is only possible to
digest a limited number of such purchases at a time. We are trying to be very
careful in order to get premises which are appropriate. The properties now being
given consideration, which I saw when I was in Europe quite recently, are in
Paris and in Rome. Those are the two we have under consideration. In fact
negotiations have gone a good distance and I think it can be said now that the
Rome deal has been closed. We are in a position to buy there a property which
we think is suitable, and it will be chargeable against military relief.

Mr. Fraser: Did you not have property in Paris?

Mr. Heexey: No.

Mr. Fraser: It was only leased?

Mr. Heeney: That is right.

Mr. Fraser: And the same thing with respect to Rome?

Mr. Heexgey: That is right.

Mr. Fraser: How much is involved in the purchase at Rome?

Mr. Heexey: I am not sure that the negotiations are closed yet.

Hon. Mr. Pearson: I think we will be able to give you that information
as soon as we are quite satisfied that the negotiations are closed. We would
hate to give the figure if it is not official. We have naturally had long and hard
bargaining about the properties and we are anxious to get them as soon as pos-
sible, because when we buy property, even when we pay Canadian dollars for
that plopertv it is generally to our advantage to do so because we thereby get
exemption from taxes. We do not get that kind of exemption in leased premises.

The Cuamman: Are Russia and her satellite nations under that arrange-
ment?

Hon. Mr. Pearsox: No military relief was extended to any of the com-
munist countries. Any relief we gave to countries like Poland or Czechoslovakia
was made through UNRRA.
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Mr. MacNaveHTON: It seems to be a very convenient and sound policy
at least, because while blocked currency may fluctuate in value, real estate is
more permanent. The American government seems to think so. I have been
told that the American government is one of the biggest real estate holders in
the city of Paris alone. Moreover, real estate is something which we at least
can see and walk over.
: Mr. Fraser: That property you buy is taxed the same as consular property
is taxed here?

Hon. Mr. Pearson: Diplomatic property is tax free except what you pay
for specific services such as water and that kind of thing.

Mr. Fraser: You mean water rates.

Mr. Graypon: And local improvement taxes as well, I suppose?

Mr. Barer: It applies to all countries, does it not?

Hon. Mr. Prarsox: It applies to all countries where we have diplomatic
premises; and we afford the same exemptions to diplomatic premises here.

Mr. Low: If you will refer to page 115 of the estimates under vote 66,
Representations Abroad, I think you will see you are providing something like

$7 million odd; but under the item “Germany—Bonn, Operation Expenses”,
you have a capital item stated.

Mr. Heexey: That represents both the departmental and the administration
as well.

Mr. Low: I understand; but you itemize certain capital items: 113 and 115;
Take “Germany—Bonn”, an expenditure of $73,001 for operational expenses,
and $34,500 for capital items. Let us stop for a moment. Suppose you had
some blocked currency there. I know you would not have in that particular
case; but suppose you did have, and you decided that you wanted to buy
property with what is available. Now, just how do you charge that? You
cannot very well charge it to the item of $1 which gives you the authority to
spend that bocked currency for the property? You must also, if you have a
controlled system, deduct the item from item 66, the special item “Germany—
Bonn” capital item. Is that the way you do it?

Mr. Heeney: Speaking subject to correction when the estimates were
made up that item would be known. It would be known whether blocked
currency might be available, and the capital items estimated to be required
during the coming year would be known. If blocked funds had been available,
the expenditure would be under the authority of this vote 67. Then that
$34,500 item would not have been inserted in the eapital item.

Mr. Low: But where does an item appear so that the House of Commons
can vote it? That is the kind of thing I am trying to get at. It is one thing
to put a dollar in there to legalize a vote; but it is another thing to spend money,
even though you may not know how much you are going to have without any
reference to a vote passed by the House of Commons.

Hon. Mr. Pearson: Our difficulty in this particularly unusual financial
situation is that when we made up our estimates we did not know how much
we were going to get under the agreement with those foreign countries. We
knew that subsequently we would make an arrangement with a country but
we would not know how much we were going to get from it. But we would be
missing a good business opportunity, if there were a chance to use that money
during the intervening period to purchase an embassy, and we could not take
advantage of that opportunity because of having to wait until the next estimates
to see whether you would put that amount in.

Mr. I_Jow_: I quite appreciate that but is there not some way by which you
can show an item as a capital item in one of these particular places where you
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know you are going to have some of this blocked currency and have it voted 73

by parliament, and then when the amount of money is spent, to have it checked

off against that particular item?
Hon. Mr. Pearson: When we made this estimate we did not have any money.
Mr. Low: I quite understand that, but would it not be possible to find some

way of controlling your vote so that the House of Commons can deal with it

in its voting?

Hon. Mr. Pearson: I would like to see it done that way. We will shortly

-have information about all our financial agreements and we will know how

much money we are going to get from the various governments. Then we can
put in our estimates what we expect to spend under that item in the various
countries, and it will come before the House in that form. ‘

Mr. Low: Actually I hasten to say that I think it was good business to take =
advantage of the opportunity of recovering some of that money and using it in
place of dollars which we might have to vote here; but, at the same time, I can
see the point of those who criticize, because actually what happens is that money
is spent without being voted by parliament. We do give authority in a legal
way—by granting authority to spend a dollar—but it does not come under the
control or serutiny of members of the House of Commons.

Hon. Mr. Pearson: I appreciate that.

Mr. Low: That is the one big point.

Mr. Frasgr: May I ask the minister whether this money is pald to the
Finance Department? It is not paid to your department? :

Hon. Mr. Pearsox: It is deposited to the credit of the Canadlan government
in the capital of the country concerned.

Mr. Fraser: Which would be to the credit of the Finance Department?

Hon. Mr. Pearson: Whoever it might be deposited to the Finance Depart-
ment has to release it to us.

Mr, Fraser: That is what I am getting at—they have to make a transfer
to you. Now where does that transfer show in the books—I think that is part
of our trouble?

Hon. Mr. Pearson: It shows of course in Public Accounts. -

Mr. Fraser: That transfer?

Mr. Graypon: Well, Mr. Minister, is it really a transfer or does not that
money that you get from foreign countries go into the consolidated revenue fund,
and then it is voted out again to your department?

Mr. Frasgr: They carry it around over there in their pockets because they
cannot bring it over here; and they spend it because they cannot bring it over.

Hon. Mr. PeArsox: This monev cannot be transferred to Canada and there-
fore it cannot be put in the consolidated revenue fund here. I think that if you
desire to get a clearer-picture of the mechanies of the whole matter we had
better get someone from the Treasury Board or from the Department of Finance
to explain exactly how it is done. They do the accounting.

Mr. Lecer: Would it not be reasonable to say that this amount is credited
to the Receiver General and the Receiver General in turn makes a cheque for the
amount of this $137,000? It is a transfer?

Hon. Mr. Pearson: May I put it this way: the money we get from country
“X” amounts to we will say 1,000,000 of whatever the currency may be—and it
will not be dollars. That money is deposited to the Receiver General or the
government of Canada in the capital of that_foreign country—let us say it is
1,000,000 guilders. We wish to take advantage of the opportunity to purchase
an embassy at once in the capital of that country. We cannot use that 1,000,000
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guilders for that purpose ourselves. We go to the Treasury Board and put the
proposal before them and ask whether they will agree to release 100,000 of that
1,000,000 guilders for the purchase of this Canadian embassy.

Mr. Bater: Mr. Pearson, would it not be possible to advise parliament as to
the credits due to Canada from each of these countries in the first place?

Hon. Mr. Pearson: Oh yes, it will.

Mr. Bater: Supposing country “X”—and this is just information I am after
—owes Canada $10,000,000. It is acknowledged and agreed between the two
countries that the debt shall be $10,000,000.. Can they not set it up somewhere
so that when the payment is made it will show that $2,000,000 for example have
been paid out of that account. Would that not make it far simpler for us to
see the picture?

Hon. Mr. Prarson: We hope to have all this information on the money
available very shortly. When all of the agreements are completed the details
and figures will be given to the committee or given to the House of Commons
by Mr. Sinclair.

Mr. CotowerL: You will not be using dollars though?
Hon. Mr. Pearson: No, it will be given in local currency.

Mr. Greex: The money held in France for instance need not necessarily
be used by External Affairs?

Hon. Mr. Pearson: No, it need not necessarily be used by External Affairs;
it can be used for any Canadian government purpose in that country.

Mr. Low: Would it be possible—and I see you have a -capital item of
$28,000 in Yugoslavia which we are to vote this session of parliament—what
do they call their currency?

Hon. Mr. Pearson: Dinar.

Mr. Low: If you have some blocked dinar that become available and you
decide to use it for some capital item, would it be possible to have that much in
addition to your $28,000 voted here, or is there some control exercised that when
you spend the dinar that are available it is checked off against the $28,000 in
the vote here?

Hon. Mr. Pearson: The dinar from military relief credits would be in

addition, and therefore would not be checked off against the dollar vote in
the estimates.

Mr. Low: The criticism as I see it is that it is possible for the Department
of External Affairs to spend for capital items in certain countries more money
than is voted by parliament. That is the eriticism.

Mr. Stick: It would not be the External Affairs Department—it would be
the treasury.

The CramrmAN: If T understood you correctly you are saying that the $1
looks like a blank cheque. If it were referring to Canadian ecurrency it
really would be a blank cheque for the External Affairs Department; but it is
not, because it is dealing with currency that we cannot expatriate to Canada.

Mr. Low: I understand that, Mr. Chairman, but if we are going to vote
$28,000 for capital items in Yugoslavia this year, parliamentary control ends
at that $28,000 that is voted. If certain dinar become available through these
war advances or whatever you call them, the External Affairs Department if they
desire to spend beyond the $28,000 can do so without any parliamentary vote?

~ Hon. Mr. Pearson: That is quite right and that is why we put the item in
this form—$1. We had to do it that way, but, once the agreement is reached
with Yugoslavia—if it is reached—the total figure will be made available and




T - S P PRI D T A A B A YT R T of LT -

96 STANDING COMMITTEE

you will know about it. Our difficulty then disappears because actually we know
what the figure is. However, it is difficult to put in the estimates the amount of
dinar—and not dollars. ; :

Mr. HeeNey: The amount in question to be voted in connection with
Belgrade has to do with purchases in other countries rather than in Yugoslavia
and blocked funds would not suffice. ;

Mr. Fraser: I wonder if the minister would give us, sometime in the very
near future, a list of the moneys which have been spent out of this fund in any
countries? You bought one embassy, but did you use any of the money in other
countries?

Hon. Mr. Pearson: No, I gave those figures in my statement and, when the
statement appears in the report of the Committee, you will see the amount
of money which we have spent.

Mr. Fraser: In each country?

Hon. Mr. Pearson: We have only spent money in one country.

Mr. Fraser: You have not used any in any of the others?

Hon. Mr. Pearson: None.

Mr. Graypon: Is there any reason why the department would not know
at the time the estimates were prepared how much they were prepared to pay
for property in any one country in Europe?

It seems to me the real problem in respect of the $1 is if that were to be a
precedent with respect to the External Affairs Department it would mean that it,
could be used in another case as it is here. Once you give a department $1 with
the idea they can expand on it to any extent they like, then you lose parlia-
mentary control over the expenditure. I still eannot see why the department
would not know how much they were going to spend—regardless of how the
payment was being made. ,

Mr. MacNauGHTON: One answer is that the department until very recently
would not know the value of the blocked currency—it shifts up and down so that
it is almost impossible to know what it is worth.

Hon. Mr. PearsoN: On the accounting proeedure and difficulties and
dangers—and there are dangers—I suggest that we get before us a representative
of the Treasury Board who has all these details at his command in a way which
I have not. I appreciate what has been said.

Mr. MurcH: Mr. Pearson makes the suggestion that we should have an
accountant?

Hon. Mr. Prarson: I would like to have an accounting expert from the
Treasury Board describe exactly how it is done, what accounting principles are
involved, and the particular difficulties of the situation where we are getting
military relief money in foreign currency—money which cannot be transferred
into dollars and which therefore cannot be transferred into our funds.

Mr. Ropixson: In public accounts the other day it was called an “abnormal
situation”.

Hon. Mr. Prarson: It is an abnormal situation.

Mr. Graypox: Does that mean that when you put in a dollar for this
purpose that what you intend to do is to spend whatever the amount of blocked
currency may turn out to be in that country?

Hon. Mr. Prarson: Not necessarily.

Mr. Graypox: If that is the case I should think that the department ought
to be able to put down in black and white in the estimates the amount that they
are prepared to spend for an embassy or whatever it is in the various countries,
the method that they wish to use to pay for it, and whether there are guilders
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~or dinars available is a matter for another department. I do think it is the
responsibility of external affairs to saying how much they require for foreign
purposes in the next year? :

Hon. Mr. Pearson: That can be done but in my statement I explained the
difficulties. At the time our estimates were made up we had no knowledge as to
whether we would be getting any money at all. We had long, tough negotiations
to get any settlements.

Mr. Graypox: Would we not know next year?

Hon. Mr. Prarsox: Yes, by next year we will know exactly how much will

be credited to us in these respective currencies and we ought to have some
idea of whether we are going to require any more than that amount.

Mr. Greex: Then you are never going to show a $1 item again; is that what
it adds up to?

Hon. Mr. Peagrsox: If we have a chance of recovering some money in the

future, which can only be obtained on an inconvertible basis, we may desire to
do so. We have to find some way by which we will show it—I do not know
whether we will ever have to do it this way.

Mr. Low: I would be content for next year if you would deduct whatever
credits are used from the vote shown here?

Hon. Mr. Prarson: There is another aspect which is not easy to talk about
in public session. We had a very hard time indeed in getting money out of
country “X”. They thought we should charge it up to the war and forget about it.
We felt they were in a position to make some repayment of military relief
credits. They would ask us what we would use it for in their country. If we
had shown in advance, in our estimates, that we only needed 125,000 x’s to
spend in that country we would have had a very hard time getting 500,000 x’s
in settlement of military relief. However, we can use the additional amount
between 125,000 x’s and 500,000 x’s for the purchases in that country of things
we may need from other countries in years to come. Once we have an agreement
signed we will be able to make the figure public and parliament will know what
we are getting and how much we are spending. Until the agreement is signed,

however, it would not strengthen our bargaining position to tell the particular.

country that next year we were only going to need a nominal amount—say
100,000 x’s. They would say, “All right, here is your nominal sum.”

Mr. Graypox: You are between two fires—parliament on the one hand and
the government of X.

Hon. Mr. Pearson: Parliament is the closer fire at the moment.

Mr. Murcu: Where the negotiations are not complete if you published a
price of $1 that you intended to spend then, as far as any other claim is con-
cerned you would have to write it off. That is the first point. The second thing
is even in these cases where you have already completed your agreements you
are in a position to either spend what money you have in that country or write it
off; because at the moment it is useless elsewhere.

~ Hon. Mr. Pearson: There is the qualification that we might use the credit
in neighbouring non-dollar countries.

Mr. MacvaveHTON: That $1 item is bringing in a first class capital gain.

Hon. Mr. Pearson: I wish I could give you my own opinion as to our success
in this matter as compared with other governments but I do not think I ought
to do that. I think we made a good deal with these people, but I think it would
have been a little more difficult if six months ago we had let them know how
much money we were going to spend.

The Cramrman: Do I understand it is the consensus of opinion that we will
call an official of the Department of Finance?
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Mr. Graypon: May I ask just one question. On the other side of the 19
argument, if you had decided to spend larger amounts in that country you might
find that the country would be much more agreeable to making a better deal
with you? A

Hon. Mr. Pearson: I would hesitate to accept that argument.

Mr. Graypon: It is a possible argument.

Mr. CoupweLL: It is very plausible. -

Mr. Stick: I suggest that the method of showing this dollar should be
dumped, in the future, into the lap of the Auditor General.

Hon. Mr. PearsoN: I hope we will get some constructive suggestions in that
regard from the Auditor General and the other accounting experts. I would like
to add that if any suggestion is made by this committee and is acceptable to
the accounting experts of the government we will be very happy indeed to
follow that course.

_Mr. Fournier: Is the minister aware of the procedure followed in the
United Kingdom when they have expenditures to make in foreign countries?

Hon. Mr. Pearson: No, I am not; but I think it would be very interesting
to find out both the United Kingdom and the United States handling of these
military relief credits in so far as expenditures in the various eountries are
concerned.

Mr. CoLpweLL: How they deal with them in their estimates?

Hon. Mr. Pearson: Yes.

The CuAIRMAN: Perhaps the members of the committee would want some
further information from the Department of Finance about the exact amounts
now blocked in these different countries, but I believe that is out of the orbit
of the Department of External Affairs.

Hon. Mr. Prarson: We could get the information but it might be more
convenient and more useful to the committee if a member of the Treasury Board
or the Department of Finance were here to support us in our explanations.

Mr. Fraser: 1 think we should have this matter ironed out because, although
the minister has explained some of it and some of it has been explained in the
Public Accounts Committee, yet there is still some. little doubt as to just where
this is shown in the estimates and where it is shown in public accounts—and -
just what is done with it.

Hon. Mr. Pearson: There is no doubt about it being shown in the publie
accounts—I made reference to that in my statement.

Mr. Fraser: Yes, Item No. 698 page E-10.

Mr. Stick: Could we get information as to the total amount of blocked
currency to the eredit of treasury—not only the amount in respect of External
Affairs?

Hon. Mr. Pearson: I think we ought to get the total amount because it
will be involved in the one agreement with each country.

The CHAIRMAN: Are there any more questions of the minister?

Mr. GReeN: At the sessions of the committee last fall I asked the minister
whether there were any negotiations under way for a treaty between Canada
and the United States covering pipe lines which crossed the boundary. At that
time I got the answer that there was no treaty and there were no negotiations.
Can the minister tell us what the position is today?

Hon. Mr. Pearson: I think the position is exactly the same; I have no
knowledge of any treaty or negotiations being under way concerning that matter.

Mr. Green: There are no negotiations under way?




" EXTERNAL AFFAIRS ; ; 99

‘Hon. Mr. Pearson: I would have to check to make sure that my answer is
accurate but, offhand, I would say that the answer is no. I will look into it.

Mr. GreenN: Then I have another question. About two weeks ago Mr.
W. D. Matthews, Canadian minister in Washington, appeared before the United
States Federal Power Commission in support of an application by the Panhandle
Eastern Pipe Line Company for authority to export natural gas to Canada. Can
the minister tell us anything about that appearance?

Hon. Mr. Pearson: It was an application of the Union Gas Company of
Chatham for gas from American sources, and they appeared before the Federal
Power Commission to get permission for that to happen. The matter is still
before the Federal Power Commission and I do not think any decision has been
reached. I will be glad to get further details about the application if you are
interested.

Mr. GreeN: On whose instructions did Mr. Matthews appear on behalf of
the company?

Hon. Mr. Pearson: He was there representing the government of Canada—
he did not appear on behalf of the company. The company had its own repre-
sentatives. Mr. Matthews turned up I think to follow the hearings for the
government of Canada.

Mr. Green: No, but he gave evidence on behalf of the company.
Hon. Mr. PearsoN: Mr. Moran, I think, knows about the details.

Mr. Moran: Some two years ago the Union Gas Company in Ontario
negotiated a contract with the Panhandle Company to receive certain quantities
of natural gas. Due to demands in the United States, the Panhandle Company
was unable to export the required quantities to Ontario, and eventually no gas
whatever could be piped to the Union Gas Company.

Mr. Green: They cut off the supply?

Mr. Moran: That is right. There was an application made by some United
States consumers to have the Federal Power Commission which controls the
distribution of gas, to make a re-allocation to the various U.S. consumers—
most of them in New York State. At that hearing the Union Gas Company
put ‘befure the Federal Power Commission a submission concerning its own
requirements. At that time a representative of the Canadian embassy in Wash-
ington appeared to advise the Federal Power Commission that the Canadian
government was interested in a flow of natural gas to an important industrial
area of Ontario. The Federal Power Commission at that time said—

Mr. Greex: Is this the hearing of two weeks ago?

Mr. Morax: No, that was about a year and a half ago. The Federal Power
Commission at that time decided the availabilities of natural gas were not
sufficient to meet all requirements and no allocations were made to the Union Gas
Company. However, the Panhandle Company said they were increasing their
facilities and would be in a position to produce larger quantities of gas about
the beginning of 1950, at which time there would be another hearing before
the Federal Power Commission. That is the hearing which has just been com-
pleted about two weeks ago. A representative of the Canadian embassy attended
and made virtually the same statement as on the first occasion—that the Canadian
government had an interest in a flow of gas to this important industrial area
of Ontario.

As far as I can recall a plea in the name of Union Gas Company did not
appear in Mr. Matthew’s statement. The Federal Power Commission now has
under consideration the application made by the Union Gas Company together
with those of a large number of U.S. consumers. In due course the Commission
will render a decision.

61497—2
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Mr. GreeN: In the meantime the gas is shut off? It is not allowed to be
exported? ‘ ;

Mr. Moran: It is not a case of not being allowed to export. But when
allocations of the Panhandle Company’s production were being made there was
no allocation to the Union Gas Company. Perhaps I should not use the words
“no allocation”, because they may be getting small quantities.

Mr. Green: Did Mr. Matthews appear on the instructions of the Depart-
ment of External Affairs or of some other department? 3

Hon. Mr. Prarson: He appeared on instructions of the Department of
External Affairs from which all members of embassy staffs get their instructions.
He expressed the interest of the Canadian government in a supply of gas to an
important industrial area in western Ontario. ‘

Mr. GreeN: Would the Department of External Affairs get that request
from another department of the government.

Hon. Mr. Pearson: I am not familiar with the details of what other depart-
ment intervened, if one did.

Mr. Moran: The Department of Trade and Commerce is vitally interested.

Mr. Green: They wanted Mr. Matthews to appear for the Panhandle
Company?

Mr. Moran: There was no particular request made. There was considera-
tion given in Ottawa to the Canadian interests and whether or not Canadian
interests could be better served by a statement being made by somebody
appearing before the Federal Power Commission. v

Hon. Mr. Pearson: If I remember rightly I think we had representation
from some of the municipalities in that area asking us to do what we could
to help the application—I think the city of Chatham was one, and I think the
city of Windsor was another.

Mr. CoLpweLL: Consideration was given in Ottawa by what department?

Mr. Moran: There were three departments interested—the Department of
Transport, the Department of Trade and Commerce and the Department of
External Affairs.

Mr. CoupweLL: They would ask the Department of External Affairs to
instruet their representative in Washington—

Hon. Mr. Pearson: —to attend the hearing to express the interest of the
Canadian government in a supply of gas to this area from across the border.

Mr. Greex: I would like to ask Mr. Pearson concerning Canada’s attitude
with regard to the peace treaty with Japan. Apparently there is a conference
in London at the moment between representatives of various nations of the
commonwealth—

Hon. Mr. Pearson: That is right.

Mr. Green: We see different reports in the press of the attitude which
Canada has taken. I do not know whether the minister feels free to make any
statement in that regard today. Just two days ago there was a report from
London—a Canadian press despatch—setting out the views of the different
nations of the commonwealth. It says Canada has indicated she is not pressing
for an oppressive treaty and so on. Can the minister tell us what is the
attitude of Canada with regard to this treaty?

Hon. Mr. Pearson: I cannot go beyond what I have already said in the
House and elsewhere, especially as the discussions are just beginning. But our
general feelings in this matter are now pretty well known. We feel that the
time has come when we should have a Japanese peace conference and bring
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'L the occupation of Japan to a termination. And we feel that such a conference
- should include all those who participated in the Pacific war.

Mr. Green: Including Russia?

Hon. Mr. Pearson: We believe the conference should include the U.S.S.R.,
the Chinese, and everybody who participated. We believe that invitations
- would certainly have to include all those countries; and at that conference, if
~ one is held, we would insist that we have the full right of participation and that
the veto should not operate.
The principle which we think should underlie the Japanese peace settlement
should provide for the security of that area in so far as it can be done against
a revived aggressive imperialistic Japan, and at the same time we cannot lose
- sight of the fact that security is required in that area against an attack from
other sources.
Mr. GReen: An attack by Russia?
Hon. Mr. Pearson: Well, from other sources.
Mr. Graypox: Which might include Russia?

Hon. Mr. Pearson: So you have to reconcile those two concepts of security.
Now we also feel that the main responsibility in regard to this matter is that

be unwise for the Commonwealth, or any other group, to make recommendations
~ in regard to a Japanese peace conference or a Japanese peace settlement without
. very close cansultation with the United States. So it would be, I think, very
unwise if the impression were created that those who meet in London represent
in some form an action by the Commonwealth nations as against the United
States. That is not the case at all.

We hope at this meeting in London to exchange views in a way we could
not do at Colombo, because we did not have enough time, and we did not have

all our far eastern experts. And we hope to get further indications of United
| States views.

Mr. Greex: Will the United States have an unofficial observer at the
meeting in London? ;

Hon. Mr. Prarsox: They will be in close touch with this meeting. The
difficulty of holding a conference now is of course that any type of conference
which is likely to be satisfactory to us and to other people would not be
satisfactory to the US.S.R., who would probably insist upon a veto power.

The position of China and the Chinese government should be represented
at such a conference. It might be necessary, if a general invitation was not
accepted, for us to go ahead with those countries which are willing and hold
a conference on terms which are satisfactory to those countries and to us.

Mr. Greex: Is that the attitude of the Canadian government?

Hon. Mr. Pearson: That is the attitude of the Canadian Government.

Mr. Greex: In other words, we believe there should be a conference even
- if Russia should not take part?

Hon. Mr. Pearson: Yes; but Russia should be given an opportunity to
- take part and if it refuses to take part, or tries to lay down conditions which
. are not acceptable to the rest, we do not think it should be allowed to hold
- up a Japanese peace conference.

Mr. Greex: Has any consideration been given to putting in a provision

~ to prevent Japanese fishing fleets from raiding the fishing grounds on the coast

- of North America? There was a strong warning given in Vancouver within

the past few weeks by Edward W. Allen, who apparently has been a key member

of the MacArthur Fisheries Commission and he warned people that there was
61497—21
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grave danger of interference from Japan if there was not a provision put in
Japanese Treaty. He said as follows: 7 e
He pointed out that unless restrictive clauses are written into that

treaty in cold black and white there will be nothing to prevent the
Japanese from repeating the depredations on this coast that literally
threatened the extinction of some fisheries here before the war. '

“I don’t think enough people remember what that means,” the

Seattle expert declared. :

“We can figure that the Japanese have most or all of the fleet
of several hundred thousand boats they operated before the war.

They had 1,500,000 fishermen.

They caught a quarter of the world’s fish.

And they know nothing of conservation as we practisé it. '

They concentrated upon produetion, with apparent indifference
to the future. And, what was most irritating to us, they did this
without regard to the effect upon the coastal fisheries of other nations.”

Is the Canadian government proposing to see to it that in any Japanese
treaty there will be protection from depredations of that kind?

Hon. Mr. Pearson: That is a very important aspect of the whole question
of a Japanese peace settlement, namely, what can be done to prevent the
Japanese doing in the future what they did in the past in connection with fisheries
matters, and it is one of the special subjects to be considered at this meeting.

Mr. Green: What position does the Canadian government take on the
question? i
Hon. Mr. Pearson: We will do what we can to see that that situation does.
not recur; and there are other countries which are equally interested, I assure
you.

Mr. Greex: Then you approve of the opinions expressed by this Mr. Allen?

Hon. Mr. Prarson: I cannot approve of all the language, but I do approve
of the idea that there should be an international fisheries eontrol to guard
against a revival of Japanese pre-war fisheries practices, and that we ought to
do all we can to see that this is done.

Mr. Greex: Has there been any further move towards a Pacific Pact in the
Jast few months? Has the situation changed at all?

Hon. Mr. Pearsox: No. The situation has not changed. You may have
noticed that there was some indication that some member of the Commonwealth
committee meeting at Sydney will bring up the question of a Pacific Pact. We
considered ‘it to be an economic and financial meeting, not a political meeting,
and we are not prepared to discuss it at Sydney. But if it were to be brought
up, our delegation would refer back to the government, and if everybody wished
to discuss the question of a Pacific Pact, we might have to look into the matter;
but I doubt if it will be discussed.

Mr. Greex: Then is the Canadian government in favour of a Pacific Pact,
or is it hedging on it? :

Hon. Mr. Pearson: No, we are not hedging at all. We would of course be
in favour of a Pacific Pact if the same conditions existed in the Pacific as
existed in the Atlantic, which made a pact not only possible but essential. But
those conditions do not exist in the Pacific at the present time; and to talk
about a Pacific Pact when the United States and the United Kingdom and India
are not in favour of such a pact in the present situation is quite unrealistic.

Mr. Greex: But they may be wrong.
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~ if we followed the procedure in negotiating a Pacific Pact that we followed in
negotiating the Atlantic Pact, we would have first to decide what countries
- would have to be invited to take part in the preparatory work. We would leave
. the U.S.S.R. and communist China out; but what other countries might wish to
- participate? Korea? Indo-China? The Philippines? Siam? The Indonesian
. Republic? Burma? New Zealand? Australia? Have you got exactly the same
| situation in respect to collective action in that group that there was in connection
~ with the North Atlantic group a year and a half ago?

' Mr. Greex: France and the Netherlands are interested?

[ Hon. Mr. Pearson: The Netherlands has little territorial interest there
| now, although France has. We have guaranteed under the North Atlantic Pact
| that an attack on any one member of the group is an attack on all. So the
| question arises: are we willing to accept at this stage a similar guarantee in
. respect to all the countries which I have mentioned of the Pacific area, India,
. Indo-China, and Korea?

Mr. Green: Such a pact might be made in different terms?

; Hon. Mr. Pearson: Well, it might be and I am not suggesting it might not
~ be desirable to discuss the possibility of some Pacific arrangement but I do
. not think it is realistic to give the impression that the circumstances which
. made possible and desirable a North Atlantic pact now exist in the Pacific area.
Mr. Green: The situation in the Pacific is still deteriorating, is it not?
- It certainly is not getting any better?

very much but I do not think it has deteriorated very much in the last few
 weeks.

: Mr. Stick: Russia occupies but a minor role in the occupation of Japan?
Hon. Mr. Pearson: Russia does not participate in the occupation of Japan.
Mr. Stick: But I understood she has a representative there.

Hon. Mr. Pearson: Yes.

Mr. Stick: With General MacArthur?

B Hon. Mr. Pearson: There is a military mission and an Allied Council, and
'~ there is a Russian member of that Council; and Russia does participate in
the Far Eastern Commission.

Mr. Greex: But it does not amount to much, does it?
Mr. Fourxier: How do they get along?
Hon. Mr. Pearson: Oh, they do not meet very often.

_ Mr. Graypon: In the specific eircumstances which are now apparent to
. everyone in the Far East, is it not taking a very long chance for the United
States to lift the occupation of Japan? Is it not possible that if the United
States lifted the occupation of Japan, then Japan would be thrown to the wolves,
so far as communist aggression is concerned? That is the thing which bothers
most people. They say: What is going to happen if we lift the occupation?

I ean quite understand that the minister and his department must have
. some information which other people naturally would not have. But from my
- point of view I do think we should seek a conference for the purpose of lifting
. the occupation yoke from Japan, despite what the minister has said in his
‘B speech that the law of diminishing returns would enter into the picture. It
seems to me we might have another law which would work havoc as far as
Japan and the people of Japan are concerned.

Here we now have China under red domination. They also have half of
Korea, and they have all to the north again under Russian control, Russian

Hon. Mr. Pearsox: They may be wrong, but I think they are right, because

Hon. Mr. Pearson: At the moment it does not seem to be improving
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territory; and then, at that time, just at a period when Japan is in the mosif
vulnerable position she has been in for a long time, the United States walks
out of a key position in the east! That is what the conference normally would
mean if it were successful: that Japan would then go on her own.

I would suggest that if Japan were to go on her own with anything like
an even chance in the East, then it would be quite all right. But I do not
think Japan would have an even chance in the East. I think Japan would
have the dice completely loaded against her, and I do not think occupation
should be lifted at this time. I think the United States ought to be in Japan,
because I think Japan is the key bastion so far as the western allies are
concerned. I know that the minister must have considered it but the question
is quite serious in the minds of most people, and I think there is a mighty good
reason why uninformed people like ourselves should take that position.

Mr. Stick: How could Japan be absorbed? Would it be by a fifth column
or by an invasion? I cannot quite figure that out. I ecannot see how she would
be thrown to the wolves.

Mr. Graypon: I thought the danger would be very obvious.

Hon. Mr. Pearson: I think you have stated that position before. It is a
very intelligible one. There is a danger; but I can assure you that if those
who have had the most experience with the occupation of Japan, the United
States authorities and the United Kingdom and the Australian authorities,
supported the idea of a Japanese Peace Conference at this time, or in the
immediate future, and if they thought that the result would be to throw Japan
into the arms of communism, into the arms of Soviet Imperialism, they would
not favour the holding of a conference. But if they do favour the holding of
a conference as soon as possible—and that is the view of such people as General
MacArthur, whose views must command very great weight—and if that is their
view, then they have decided that the advantages of such a conference would
out-weigh the disadvantages.

I think there is a danger in giving the Japanese people the feeling that
the occupation is indefinite. They are still a proud and nationalistic people;
and the danger of giving them that impression I think would be to give great
and immediate strength to the communist party in Japan who would pose
as the champions of liberation and Japanese freedom. We know what that
kind of appeal can do in an Asiatic country. If the communist party in Japan
were able to make good their claim to be the party of freedom, getting out the
occupiers, ejecting the foreigners, that would give them very great strength in
the country, strength which would grow as the occupation went on.

On the other hand, it may be that as a result of a Japanese Peace
Conference and a satisfactory Japanese peace treaty, occupation will be
ended. But there will be included in that treaty adequate guarantees to make
sure that Japan remains free, and that no fifth columns of the kind we know
so well will be ablé to take over the government of that country.

Mr. Green: Does the Canadian government advocate a conference to take
up a peace treaty, or is it going further than that and advocating the end of
occupation? They seem to be strangely definite on the question of oceupation
but indefinite on the other things having to do with the Pacific situation.

Hon. Mr. Prarson: We have stated ourselves as being in favour of a peace
conference and of a treaty as soon as possible. But as to what should be in
that treaty, I am not now at liberty to say.

Mr. Greex: But you have stated that you favour the ending of occupation?

Hon. Mr. Prarson: A peace treaty would mean the end of occupation
but it would not necessarily be the end of the association of American and other
democratic powers with a free Japan, not at all.




Bt SR Y Y g R IFBRNAL AFFAIRS s 105

~ Mr. Graypox: Supposing that Russia and China decide they are going to

come in on this peace conference. They are going to jettison all your ideas
with a veto, and so on. Would not the result be that you would have Japan
really under a control eventually partly by Russia and China and partly by
the western allies? 1 think the best thing which could happen to us would

be that they would not participate in it at all, except under certain impossible
conditions, and then the western powers could go along and make their peace -

treaty with Japan under adequate guarantee. That would be a different thing
altogether. ' /
- Mr. Stick: You cannot ignore Russia in a peace treaty with Japan.

Hon. Mr. Pearsox: No. :

Mr. Graypon: You cannot ignore Russia “period”!

Mr. BatEr: May I ask the minister if communism in Japan is standing up,
receding, or is on the march?

Hon. Mr. Pearson: People with whom I have talked in Japan have said
that it is not gaining strength; that it is losing strength. It would appear that
they have hopes that the occupation will not be permanent and that the
democratic forces in Japan are strong enough to withstand communism.

Mr. Graypon: Those Japanese members of parliament who were over here
to observe our democratic processes seemed to feel that the Japanese communists
were rather a negligible quantity in Japan. But I suppose their views might
be somewhat tempered by their political persuasion. That has sometimes been
known to happen in places other than Japan.

Mr. MutcH: I do not think that is parliamentary language, Mr. Chairman.

Mr. Green: And what about the people in Japan who were in control
before the war?

Hon. Mr. Prarson: You mean the militaristic element?

Mr. Greex: Yes, and the big families?

Hon. Mr. Pearson: They have been removed from control. The control of
the commercial families has been weakened. But some people think not
sufficiently so.

Mr. Greex: They are probably not very far under the surface?

Hon. Mr. Pearson: 1 would not know.

Mr. Gauraier (Portneuf): I would think that Japan is still more partisan
than communist. I mean, there are more partisans than there are communists
in Japan.

-Hon. Mr. Pearson: Well, they still bow in Japan when the Emperor goes
by, but not when the picture of Stalin is carried by.

Mr. Lécer: Mr. Chairman, I understand we were told a while ago that
we were using blocked currency to buy an embassy. I notice that on page 114
you have an item for $165,000 to buy premises. Do you know what that is?

Hon. Mr. Pearsox: That figure represents the amount in the estimates for
the opening of new offices during the current year. We hope within that figure

to be able to open three new offices, two new diplomatic offices and one
consulate. -

The CratrMAN: As I stated a few moments ago, the minister has to leave
at a quarter after five. So would it be satisfactory to the committee to allow
the minister to go?

Hon. Mr. Pearson: I can get back by 6.15.

The Cramrman: 1 believe the minister has covered the ground generally, and
the general policy of his department. He has to leave on Saturday or Sunday
for London. I would like to say that we appreciate the information which the
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minister has given us and we vs1~h hlm God Speed and success in his actmtles 3
and a very happy return.

Mr. Frasgr: Is the minister not coming back tonight?

The Caamman: If we it again; but we have with us Mr. Heeney.

Hon. Mr. Pearson: I would be happy to come back tonight.

Mr, Fraser: I have some questions I would like to ask the minister.

Hon. Mr. Pearsox: Maybe I could answer your questions right now.

Mr. Fraser: First of all) T think you said that Vote 698 covered this item
of $1, which only authorizes your department—at least it authorizes the Governor
in Couneil to give to your department the moneys from those European countries.
So in that case your department would be responsible for those moneys. That
is the way I look at it.

Hon. Mr. Pearsox: I shall ask Mr. Moran to explain it.

Mr. Moran: I think you will find that it is vote 698, in the Public Aecounts
and that it has the same wording as the vote you are discussing here.

Mr. Fraser: But it does not give figures or anything else to show where the
money is going, except that it authorizes the External Affairs department to get
this from the Governor in Counecil.

Mr. Moran: Not to get all these funds but to be able to make use of some
of these funds for certain purposes.

Mr. Fraser: I think it says in each case: to authorize your acceptmg them
with the approval of the Governor in Council in each case.

Hon. Mr. Pearson: That is right.

Mr. Moran: I thought you said the use of all of these funds. It is am
authority, with the approval of the Governor in Council, to make use of those
funds but not necessarily of all of them.

Mr. Fraser: You would not have to go to the Governor in Council and get
authorization for the expenditure of $67,000 or $100,000.

Hon. Mr. Pearson: Yes, in each case.

Mr. Fraser: Another question I have concerns the Railway and Shipping
Committee when it had this matter before it. I would like to ask you a question
in connection with your trip to Colombo, I mean the 20,000 mile trip. First of
all you asked TCA for a charter flicht?

Hon., Mr. PearsoN: Yes.

Mr. Frasen: And eventually you did not use T.C.A. but took an RCAF
plane. What did you pay them?

Hon. Mr. Pearsox: I would be glad to make a statement about it.

Mr. Fraser: You would, now?

Hon. Mr. Pearson: Now. I am missing a cabinet meeting but I would like
to clear this up before I go.

Mr. Fraser: That is why I brought it up because I thought it should be
cleared up.

Hon. Mr. Pearson: In the first place, when we found that we were going to
Colombo to attend this conference, and were looking for a way to get there, we
discovered that we could not go in the time which was available by any other
way than by air. That is obvious. Then we consulted the air lines as to whether
we could go there commercially. We consulted the TCA and we consulted a
non-Canadian air line.

It is not the easiest place in the world to get to quickly and we had to go
in a fairly great hurry. We also made inquiries of the department of National
Defence concerning the availability of an RCAF aircraft and what the probable
cost of it would be. So we tried the TCA and the non-Canadian commercial air
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. company and the RCAF or the Department of National Defence. It was learned
~ that the cost of a flight to Colombo and on to the other points which we had to
- cover and home— t 3
Mr. Fraser: Your full itinerary?

Hon. Mr. Prarson: Our full itinerary would be approximately $16,000.
Mr. Fraser: You say $16,000?

Hon. Mr. Pearson: Yes, about $16,000. We received in External Affairs
a bill for half that amount because the Department of National Defence advised
~ us that they were prepared to absorb 50 per cent of this cost to be charged
~ to long distance training of the R.C.AF. We had a plane of the air transport
. squadron which normally does a good deal of long distance flying; and on this
- particular flight they doubled the crew so that they could give additional men
navigational, engineering, and piloting experience over the Pacific. So the

result was it cost External Affairs $7,571.33.

' The non-Canadian commercial air line quoted us a figure to provide accom-
modation on scheduled flights which was far above the figure of the National
Defence Department. But that figure would not have covered the visits we
made to New Delhi, Karachi and to other places in the Far East where we had
business to do. So if we had flown our full itinerary with this foreign com-
mercial air line, the cost would have been substantially in excess of the National
Defence item. -

Mr. NoseworTHY: Do you mean in excess of the $7,500 or $16,000?

Hon. Mr. Prarson: I mean in excess of $16,000. T.C.A. was prepared to
arrange a charter flight with a plane to be at the disposal of the delegation and
to take us to the countries where we had to go, but at a figure very greatly in
excess of the $16,000. And that would not have been all the cost. T think that
on just a cost basis it would have been greatly in excess.

Mr. Fraser: T.C.A. offered you a charter rate?

Hon. Mr. Pearson: Yes, but it would have been very greatly in excess of
the R.C.A.F. figure. They calculated their figure on a per mile cost basis of the
actual mileage to be flown in connection with the operation. Therefore it was
decided to use an R./C.A.F. plane for the following reasons: It was the most
economical method of transportation; it would provide extremely valuable train-
ing experience for Canadian transport airmen; it permitted greater flexibility
in routes and timings for the delegation—as happened on one part of our visit
we wanted to stay an extra day to finish some of our business, so we told the
R.C.AF. that we would not be ready for another twenty-four hours. We could
not have done that so easily with a private firm on a scheduled flight. It was
possible to carry to Karachi five members of the Canadian High Commissioner’s
office in Pakistan and to transport from India to Canada one person from the
High Commissioner’s office in India returning on leave. It was also possible to
carry certain supplies needed for our offices abroad. That arrangement saved
the Canadian government the cost of transporting those things.

Mr. Fraser: You could have done that by T.C.A. could you not?

Hon. Mr. Pearson: Yes, if we had chartered a T.C.A. plane they would
have carried those people but on a foreign commercial air line we could not

- have done it without paying the commercial rates for them.
Mr. Fraser: T.C.A. could give you the same accommodation that the

R.C.AF. gave you?

] Hon. Mr. PearsoN: We would have had better accommodation on T.C.A.
@  We would have had a pressurized plane able to fly above bad weather. We had
# a non-pressurized R.C.A.F. plane—a service plane—and the accommodation on
that plane was service accommodation. If we had to go above 10,000 feet we

‘; ‘had to wear oxygen masks—or go through the bad weather below.
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Mr. Barer: You had just one I‘plane on the trip?
Hon. Mr. PearsoN: Yes, just one plane—no relief.
Mr. Fraser: Were you held up in flight at all?
Hon. Mr. PearsonN: By what?

Mr. Fraser: Engine trouble?

Hon. Mr. Pearson: We were not held up at any time by any mechanical
difficulty on the whole trip. We were delayed once or twice because we wanted
to postpone our departure. After I think about 25,000 miles, when we were
approaching San Francisco, one engine went out—after 25,000 odd miles.

- Mr. Green: How far out was that?

Hon. Mr. Pearson: Not far enough out to cause us anxiety. We did not
know—or at least I did not know about it.

Mr. Green: What type of plane was it?

Hon. Mr. Pearson: A North Star. We blew a tire landing at Hong Kong
but that'is a thing that could happen even to a Chevrolet. It was due to the fact
that when we took off at Singapore we were a heavy plane with a heavy load;.
we took off from a military air field which had metal runways, and, with the
weight of the plane, I think we weakened one of the tires. We had a full gas
load, as we were going a long distance. When we got to Hong Kong there was
a difficult airport and very little visibility. We came down out of the clouds and,
instead of hitting a mountain, we went around it and we may have landed a
little faster than normal. With that weakened condition of the tire, because of
the runway, it blew out. The R./C.A.F. handled that situation all right.

Mr. GreenN: May I ask the minister when he expects to return?

Hon. Mr. PearsonN: I hope to be back at the end of the month. I hope,
however, to have the pleasure of appearing before you then. I might be able to
make a report on my trip.

Mr. GraypoN: Good luck to the minister.

Hon. MeEmBERS: Hear, hear. ‘

The CHAIRMAN: Shall we meet tonight? Or shall we carry on until six
o’clock? T believe the time has arrived when we could go on with the first item—
Ttem No. 64. We have had a general statement by the minister.

Mr. GraypoN: I think we have had a fairly successful session up to now
and, unless the department officials are anxious to fill in the extra twenty
minutes, perhaps we might call it a day.

The CaamrMAN: I believe that your resolution is a good one but, before
we adjourn, when shall we hold our next meeting? Shall we try to hold it on
Monday afternoon or Monday night?

Mr. CrorL: Monday afternoon would suit most people.

Mr. Fournier: Is it not possible to have it on Tuesday?

The CuamrMaN: On Tuesday we might sit but there is a lot of committees
sitting that day. . ,

Shall we leave it to the call of the chair?

Mr. Stick: I move we leave it to the chair.

The committee adjourned.
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MINUTES OF PROCEEDINGS
Tuespay, May 9, 1950. '

The Standing Committee on External Affairs met at 8.30 o’clock in the
evening. Mr. J. A. Bradette, Chairman, presided.

Present: Messrs. Bater, Bradette, Croll, Decore, Fleming, Fraser, Gauthier,
(Lake St. John), Gauthier (Portneuf), Graydon, Hansell, Low, Macnaughton,
MecCusker, Noseworthy, Pinard, Richard (Ottawa East), Stick. (17).

The Chairman reported that the time of this meeting was set after con-
sultation and that Mr. R. B. Bryce, Assistant Deputy Minister of Finance,
Treasury Board Division, was in attendance. He announced that copies of a
memorandum of the Auditor General respecting Estimates had been distributed
for the information of the members.

After discussion, Mr. Fleming suggested and it was agreed to print the
relevant paragraphs 15, 16 and 17 of the above mentioned memorandum in
today’s minutes of proceedings. (See Appendix to this day’s minutes of
~ proceedings).

Mr. Bryce was called. He made a statement on Item 67 ($1.00 Vote) and
blocked currencies and was examined thereon.

The advisability of obtaining further information of the final settlement
of Canadian financial claims against foreign countries was deferred to the
Committee on Agenda.

Mr. Bryce concluded his statement and was retired.

It was agreed to begin the study of the Estimates referred, Item by Ttem,
at the next meeting.

At 10.15 p.m. the Committee adjourned to the call of the Chair.

ANTONIO PLOUFFE,
Clerk of the Committee.
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APPENDIX

ExtracT FROM A MEMORANDUM OF THE AUDITOR GENERAL ON ESTIMATES.

15. Works Provisions in Details—The construction and maintenance of
public works are matters of concern to all Members of Parliament, both from the
monetary and local viewpoints. Section 9 of the Public Works Act vests in that
department the over-all management, charge and direction of all public works
(including the supplying of furniture and fittings). Then section 10 removes:
from the Department the public works which are by any Act of Parliament
“placed under the control and management of any other minister or department”.
An Appropriation Act is presumably an “Act” within the intent of the section.
A question therefore is the effect of providing for the construction of works
which are to be financed by votes for departments other than Public Works.
For example, there is the provision in Item 261 (National Revenue, Customs
and Excise Divisions) for “buildings and rentals for temporary purposes”.
No amount is stated in the vote, but $532,000 is listed in the Details (p. 197).
A further variation, for example, is that employed in connection with Agriculture
items 5 to 10, and 11, 12, 14, 15, 17 and 19, where no reference to construction
is made in the text but Details’ breakdowns collectively provide around
$3,200,000 for the “acquisition or construction of buildings and works”. If note
is taken of the details to Item 303 for Public Works, it will be observed that
provision is also being made in that Item for $500,000 to be expended on
“Experimental Farms and Science Laboratories—Replacements, repairs and
improvements to buildings”. Attention is also drawn to External Affairs’ details:
to Item 66 (p. 114) which list:

To build or purchase premises for offices or residences for missions abroad

and to furnish and equip premises and other capital expenditures
$165,000.

With this, Item 67 is associated. It reads:

To authorize the use during the fiscal year 1950-51 in payment for the
acquisition, improvement or furnishing of properties for Canadian
Government offices and residences in foreign countries of inconvertible
foreign currencies from deposits of such currencies which may be used
only for governmental or other limited purposes in these countries and
which have been received by the Government of Canada from other

- governments in settlement of claims arising out of military operations
of war expenditures . . . . . $1.

As Details do not form part of the Appropriation Act, a question is whether
listing in “Details” brings into effect section 10 of the Public Works Act. It
also presents the query whether works projects solely for the benefit of a
particular department or service should be listed under the department concerned
in order to portray the true cost of the department.

16. A more general objection which may be taken to works votes is that
the printed material does not disclose either the reasons which make them
necessary or the probable ultimate cost. As a rule, the first vote for a large job
will be for a small sum—enough to permit some plans to be prepared and,
perhaps, to negotiate for the site, ete. Consequently, over several years Parlia-
ment may vote several millions of dollars. Cannot much be said in favour of
information being given, at the outset, which will permit Parliament to judge
whether a project costing x millions should be approved, or if one costing less
will adequately serve the public need? -

17. Vote Texts That Legislate—A matter of particular constitutional con-
cern is the practice of legislating by means of items in the Appropriation Act.
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That is, by phrasing the text of an item, Parliament enacts in a manner to
~ exempt from or override existing leglsla.tlon or, in effect, to add to statute law.
. An example is Item 67 (quoted in paragraph 15 above). The $1 is inserted in
- order that Committee of Supply has an amount on which to recommend adoption
| of a resolution, but the real money to be employed consists of bank balances in
various countries. Ordinarily, those moneys would be subject to appropriation
as are all other balances in Consolidated Revenue Fund. The effect of this Item
will be to vest in the Crown a right to use the balances, as He sees fit, in
procuring and furnishing buildings and residences for diplomatic purposes.







EVIDENCE

: House or CoMMoONS,
[f ' Tuesday, May 9, 1950.

The Standing Committee on External Affairs met thxs day at 8.30 p.m.
- The ‘Chairman, Mr. J. A. Bradette, presided.

The CrAIRMAN: Will you come to order, please.

I have an apology to make to the committee on account of the fact that it
was necessary to cancel several notices which had been sent out with regard to
this meeting which could not be held until this evening. I may say that members
of the committee desired the attendance of officials from the Department of
Finance in connection with item 67 and we found that it was not possible
. for them to be here. Mr. Bryce is the official whom we wanted to have before us,
- and his time was taken up on the Public Accounts Committee. We got in touch
with Mr. Graydon, Mr. Coldwell, Mr. Low and Mr. Hansell and it was
decided to hold the meeting this evening to consider this $1 Vote, Item No. 67,
| in this respect I asked our secretary to communicate with the Deputy Minister
" of Finance, Dr. Clark, and he arranged for Mr. Bryce, the Assistant Deputy
~ Minister of Finance, Treasury Board Division, to attend.

There is a matter on which I should like you to express your views; I do
not very often get a chance to get home, and I am planning to leave on
Thursday of this week; the vice-chairman 'will also be away for the balance
of the week. It was thought that we might either have a meeting at 3.30 o’clock,

- tomorrow, Wednesday afternoon or possibly hold further meetings next week,
. I will try to arrange three sittings then. Is that agreeable?

Some Hon. MumBERS: Agreed.

The CaARMAN: Carried.

Now, gentlemen, in connection with the matter we have before us this
evening arrangements were made through our secretary to have copies of a
memorandum supplied to the committee on Public Accounts by the Auditor
General, Mr. Watson Sellar, made available to this committee. Copies of this
| memorandum in mimeographed form were placed in your mail-boxes. We will
not have any witnesses from the Department of External Affairs, but the thought
was that Mr. Bryce might make his statement and then be questioned. At our
next meeting officials of the Department of External Affairs will be with us
and we will take up the estimate items,

i Mr. Freming: Mr. Chairman, should not the particular paragraphs con-
- cerned in Mr. Sellar’s memorandum be transcribed into our proceedings?

The CuAarMAN: Well they deal with the items to which I referred a
moment ago.

Mr. Freming: I refer particularly to paragraphs 15, 16 and 17 of Mr.
Sellar’s memorandum; would it not be useful to have them transcribed into
the proceedings at this point?

: The CHAIRMAN: I am in the hands of the committee, if you think it
~ desirable,

: Mr. Bater: Is that where the details with respect to this vote are given?

1 Mr. FueminG: Yes, items 15, 16 and 17 on pages 10 and 11 of the mem-
~ orandum submitted by Mr. Sellar. Mr. Chairman, I should think the questions
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and answers would be much more intelligible if these related paragraphs in
Mr. Sellar’s report were transcribed into our proceedings at this point,

The Cuamrman: You would start with what paragraph?

Mr. Freming: ‘With paragraph 15.

Mr. Mac~NaveHTON: Have you any extra copies?

The Cuamman: T think you will find one in your mail-box. As you know,
we are discussing an item which appears in the estimates of the Department of
External Affairs. :
. Mr. Hansenn: Could this not appear as an appendix? I do not think the
lsxtg‘tgment applies only to External Affairs, it applies to more than External

airs.

Mr. Freming: Well, the actual statement of the Auditor General itself
applies generally to items of this kind, and he singles out in paragraph 15 this
particular item relating to vote No. 67 in the estimates of the Department of
External Affairs as illustrating the point that he is making. Then he goes on
in paragraphs 16 and 17 to develop his objection to the practice. If we just
start in to discuss this without having it on the record it will be meaningless.

The CuamrMAN: It is not very long, and I think it should be put in. Is |
that agreed?

Some Hon. MEMBERS: Agreed.

(Paragraphs 15, 16 and 17 of Mr. Sellar’s memorandum appear as Appendix
to the minutes of proceedings.)

The CuairmAN: Now, gentlemen, I have great pleasure in presenting to you
Mr. R. B. Bryce, Assistant Deputy Minister of Finance, Treasury Board
Division.

Mr. R. B. Bryce, Assistant Deputy Minister of Finance, called:

The WirNess: Thank you, Mr. Chairman. I did not understand that you
wished to have any lengthy prepared statement from me at this time. I
gathered from the report of the previous meeting that you had a number of
questions to ask in regard to a certain matter and I think I would be prepared
to answer them. I have had something to do with this particular subject, I think
ever since its inception in 1944, but I assume that what you are particularly
concerned with at present is the mechanies by which we make use of the blocked
currencies that we received under this arrangement relating to military relief,
and the propriety, if you like, of the vote under which the government proposes
to secure parliamentary authority, if T may put it that way, for the use of these
funds. Perhaps I might start first with the means by which we account for
these items; how we show them in our accounts.

First I should say that our claims on these countries abroad arise from
the supplies that Canada furnished as part of the combined operations with the
United States and the United Kingdom, through the military authorities in
Europe. Arrangements were made, I believe, by the Combined Civil Affairs
Committee at Washington and the supplies were actually shipped and dis-
tributed by the military authorities in the territories for which they were
responsible.

Mr. McCusker: May I interrupt to ask whether this is just a duplication
of the statement which was made by the minister in the House?

The CuamrMAN: There may be some duplication, but a statement on the
matter was requested by the committee and that is why we thought it would be
advisable to have Mr. Bryce appear before us.
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The Wirsess: The costs of purchasing and shipping these supplies incurred
by Canada were recorded in our accounts as expenditures; expenditures first
of the Department of National Defence and subsequently of the Mutual Aid
Board which at a certain stage took over responsibility for the program of supply
and the arrangements for shipment. At that time they showed up in the
government operations simply as a part of the war expenditure under the appro-
priate departmental heading. After the operation was completed in the late
summer of 1945 there was some time required in sorting out amounts that had
been contributed by the three participating countries, and the amounts of supplies
given the various recipient areas and the governments responsible for those
areas. Out of this arrangement finally emerged what was known, 1 believe
as the Tri-partite Settlement Committee in Washington which agreed on the
division of the claims that were to be presented to the recipient governments,
or rather the governments of the territories in which the civilian relief took
place. These claims were divided between the United States, the United Kingdom
and Canada on an agreed basis. There was a very complicated series of negotia-
tions because it had to take into account the fact that division of responsibility
in the various areas differed as between these several countries. The result of
that was that Canada, it was agreed, should share to a certain specified extent,
which I think Mr. Pearson mentioned, in the combined claims on the western
European countries and in certain specified amounts, with the proviso that we
agreed under negotiations in Washington with the United Kingdom and the
United States to accept a nominal settlement from Italy and Greece.

At this stage our books reflected no assets or liabilities in respect of these
amounts. They were held in a suspense account. The reason we showed no
assets or liabilities was that these claims had not been formally accepted by the
recipient nations and they represented only claims that were charged against
them, of course, because these supplies went in in most cases before there were
governments there to receive them and the military authorities could merely
notify the governments as they came in that these supplies would be furnished
and the bills would subsequently be presented to the government concerned.
Well, at this stage, there was nothing showing on our books except a memo-
randum item that the claims had arisen as a result of these operations. Follow-
ing this, negotiations commenced for the taking into account by the United
States, the United Kingdom and ourselves of these claims against the various
recipient countries; and, as possibly Mr. Pearson indicated, Canada did not
commence its negotiations until after the United States and the United Kingdom
had an opportunity of settling their larger claims with these countries. That, I
think, is a material fact, sir, that might be of interest to the committee, because
it was felt it was appropriate that the larger claims should be settled before
the smaller ones.

By Mr. Graydon:
Q. Were they settled?—A. They were, sir.

. Q. With all nations?—A. I will not say all—I believe some of the U.K.
claims are not settled and, as a consequence, some of ours are not settled finally.

Mr. GavrHier (Portneuf): We will have to wait until they are settled?
The Wirness: I would think so—if we are going to follow that practice.
Mr. Stick: Are the United States claims all settled?

The Wirness: Yes, sir. I believe the United States claims are settled and,
they were settled as part of their very much larger settlements of all sorts—
claims and counter claims arising out of the war.

Mr. Fraser: Could Mr. Bryce tell us how much has been collected so far?
The WirNess: I am coming to that.
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The CHamrMAN: In our ordinary procedure we let the witness complete
his statement and then there will be a period for questioning.

- The Wrrness: During this stage we still showed nothing on our books
except that there was a small use of some funds in Holland that were subse-
quently tied up with the settlement with the Netherlands, and which we used
for the purchase of an embassy there pending formalization of the agreement
that had been accepted in substance. Those are reflected in a very complicated
way in the accounts of the Department of National Defence and the Department
of External Affairs in the public accounts for the year ending March 31, 1949.

The first of the settlements reached with European countries was that reached
with the Netherlands. It was accomplished by an exchange of notes which were
tabled in the House. That settlement involved a great deal more than the
military relief claims. It involved claims in respect of guilders that had been
accumulated by the military services in Holland during the course of military
operations there. Subsequent settlements with other countries have been largely
negotiated by Mr. Sinclair, the parliamentary assistant to the Minister of
Finance. I understand that Mr. Pearson told the committee that Mr. Sinclair
anticipates making a fairly comprehensive statement about these negotiations,
either to this committee or to the House. It was for that reason that I did not
bring along the details of the settlements that have been made. I did not expect
to anticipate what he said about that and, indeed, I believe that some of the
agreements are not finally concluded. I can, however, if you wish, give you the
amount of the Canadian share of the claims in the various countries.

The CuAmRMAN: Is that the wish of the committee?

Mr. Fraser: Mr. Chairman, I believe that when we asked Mr. Sinclair
for the amount that was collected he said at that time that we would have to
have a member of the Finance Department or the treasury board in order to get it.
I thought that when Mr. Bryce came he would be the one who would give it.

The Wrrness: I am sorry but Mr. Sinclair has been out of town yesterday
and today.

Mr. Stick: I think’the idea at the last meeting was that when Mr. Bryce
came the details would be given.

Mr. Fraser: That was the understanding and that is what the assistant
to the minister said.

The Wrrness: I wonder if I might give the amounts of the claims which
Canada had on the various countries. In the case of France we had a claim of
$12,389,021.85. I think the 85 cents indicates a false degree of precision.
However, I assume the cents arise because of the division of the total between
the various countries. We also had a claim on France arising out of supplies
furnished to French zones of Germany and Austria for $1,066,393.13; in the
case of Belgium we had a claim for $7,822,462.57; in the case of the Nether-
lands the claim was $14,099,724.67; in the case of Luxembourg the claim was
$439,309.14; Norway, $1,703,098.23; Denmark, $565,200.91; making a total of
$38,085,210.50.

Those are the claims on the western European countries and in each case
they represent 5 per cent of the total bills presented by the joint military agency.
Now, I should add, perhaps, that these claims were before the detailed discussions
with the countries concerned on whether there were any errors or omissions or
incorrect items on the bills, so that they are subject not only to discussion In
respect of their nature and the appropriate payments, but in respect to the
substance of the claims themselves.

By Mr. Stick: _
Q. Tt is a final settlement?—A. Those are the amounts of the bills we
rendered. In some cases the countries had detailed arguments against certain
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~ of the items in the bills so that, apart from any negotiation, so to speak, there
~ was a question of necessary discussions about the amounts involved. -

| Q. The amounts you have given us there are the amounts of the final claims?
We cannot bring any more claims under those headings?—A. They are the
maximum amounts, but in some cases there may be arguments that certain
things should not be included.

By Mr. McCusker:

Q. Did the amount of the claims we had against those countries satisfy
the full amounts owing?—A. No, sir. There were a good many items that could
not be traced.

Q. I am afraid my question was not quite clear. In the case of France we
had claims amounting to $12,000,000. That is what our 5 per cent of the claims
amounted to. Had we not been dealing with the United States and England in
presenting the claims, what would our actual claims have amounted to?—A. In
France, or in total?

Q. In France?—A. Unfortunately it was not possible in the case of western
European countries to say what Canadian goods went to France, for instance,
because they were pooled and furnished from the pool.

Mr. Ricaarp: What was the total value?

The Wirness: I could perhaps say that the total value of Canadian
supplies procured for those purposes was $95,652,862.44. ' i

By Mr. McCusker:

Q. What are our total claims?—A. I am sorry that I have not.here the
detailed amount for Italy, but I have given you the western European figure as
$38 million. In the case of Italy our claim was 5-4 per cent of the total bills
rendered, subject to our agreement to accept nominal settlement, and it was
approximately $28 million.

Q. Therefore our claims do not amount to much more than 50 per cent of
the actual goods supplied?—A. If I may finish, we had a small e¢laim on Albania
for $46,000 odd; a claim on Greece, also subject to our agreement to accept
nominal settlement, for $612,352; a claim on Yugoslavia for $226,242. I have
not added the total but you will see that it is about $67 million, or something
a little over two-thirds of the value of the supplies.

Q. Thank you.—A. But I should complete that by saying out of the $95
million we ‘also recovered $44 million from payments for supplies turned over
to UNNRA and we also recovered in cash, in Canadian dollars, $3,145,000 for
certain Canadian trucks called for under the program and shipped from Canada
as part of the Canadian contribution to the military relief but which had not been
delivered to the recipient countries. They were declared surplus and sold en
route—that was at the end of the operation.

By Mr. Macnaughton:

Q. Do I understand these claims were pro rata to the United States claim?—
A. It was very much more complicated than pro rata. " In the case of the
western European countries our claims were 5 per cent of the total. The U.S.
claim was 62 per cent and the U.K. claims were the remaining 33 per cent.

Q. In other words your claim was as high as you thought you possibly had
a chance of obtaining?—A. No, those claims were worked out with the United
States and the United Kingdom in a very elaborate series of negotiations which
took into account the responsibility of three countries in the areas concerned.

By Mr. Mc¢Cusker:

Q. May I ask one more question. You have set out the amount of goods
supplied as $95 million and you have set out that the claim for payment
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amounted to about two-thirds of that. Now what was our actual settlemen
A. Would it be too much to suggest that Mr. Sinclair might give this? I have
the figures here, to be quite frank, and I did not anticipate that you w
expect from me the amounts that we have actually received.
Mr. Stick: The claims have not been settled yet?
The WrrNess: They are not all settled—they are on the way.
Mr. Ricuarp: Did we have claims against all western European countri ‘
or have you mentioned all of them? :
The Wrrness: Those I have mentioned—ZFrance, Belgium, Netherlands,
Luxembourg, Norway, and Denmark. '
Mr. Fraser: Has note been taken of the fact that we will have Mr. Sinclair
here to give us these figures? Ik
Mr. MacNxavgHTON: Should not Mr. Sinclair first report to the House,
rather than to this committee?
The CHAIRMAN: As it is a matter of the Department of Finance I do not
know whether it is within the orbit of our activity. I have no objection, and T
suppose that we might approach Mr. Sinclair and the Department of Finance
on the matter. A
Mr. Stick: Could we leave that to the steering committee?
The CramrMaN: T would like the consensus of opinion of members here.
before we go any further. y
Mr. Fraser: We were promlsed the figures, Mr. Chairman, and I thmk-
we ought to have somebody here to give them. .
Mr. MacxavgHTON: I think the House is entitled to the information first.
Important as we think we are in this committee, it seems to me that the House
of Commons overrides any special committee. ‘,
Mr. FLeming: The government may not have in mind the thought of
making any statement in the House on the matter. Mr. Sinclair has been back
now for a couple of months. i
Mr. MacNavugHTON: Yes, but he has had the budget in the meantime.
Mr. Fueming: I think it would be a simple enough matter to have a state-
ment in the House first and then have Mr. Sinclair come in here and submit to
questions. I do not suppose anybody in the committee is going to worry about
the sequence as long as we get the information reasonably soon. 3
The CuARMAN: This committee has before it only things pertaining to the
Department of External Affairs and things which pertain to the $1. Over and
above that I do not know how far we can go. Here it seems we are going into
another department, the Department of Finance. 1
Mr. Fraser: I know, but in the public accounts, vote No. 698, there is
authorization for the Governor in Council to hand over the money to the
External Affairs Department.
The CuAmMAN: On specified requests, though.
Mr. Fraser: I know.

The CrARMAN: It is not the whole amount that will be requested, as Mr.
Pearson told us the other day. I have no objection whatever in having Mr.
Pearson or any officials of the Treasury Board or of the Department of Finance
come here, but we will have to be careful not to overlap another department. :

Mr. Freming: I think there is no need of any difficulty about it. If it is |
indicated to the Minister of Finance what we want, and if he wants to make a
statement in the House first and then bring the detailed information here,
I do not think anybody is going to worry about that. 1
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“Mr. Fraser: It says here on page E-10 of Public Accounts, 1949, vote 698:

“to authorize the acceptance, with the approval of the Governor in
Council in each case, from governments of European countries, in partial
or total settlement of claims of the government of Canada against those
governments in respect of supplies furnished by Canada and distributed
as relief by the Combined Military Authorities to the civilian popula-
tion of those countries during the period of military operations, et cetera.”

So that would mean that that money would have to be handed over to the
' Department of External Affairs.

: The CuamrMAN: Not necessarily. It was explained by Mr. Pearson the
- other day that his department has no preference; any other department could
use some of those funds too.

Mr. Fraser: But, Mr. Chairman, this order here says that the payment by
. these governments must be handed to this department here, whether they be
partial payments or total payments. ‘

Mr. McCusker: I think that that matter can be cleared up by the
witness.

Mr. Fraser: This is in the public accounts for the Department of External
Affairs. I would like to ask Mr. Bryce if I am right or wrong.

_ The Wirness: I am not sure if we are discussing the item for this current
- year. I believe the item you read was from the 1949 accounts, which differs in
certain respects from the present year’s vote, but I think it is true to say that
while this is in the Department of External Affairs estimates, the funds received
from these countries can be used by the government for other purposes as well,
covered by other appropriations.

Mr. Fraser: Yes, Mr. Chairman, but the authorization to collect these funds
is in this order here, is it not, in vote 698?

The Wirness: That is as of several years ago.

Mr. Fraser: But then there would be this same order for this present year.
Mr. MacNaveHTON: Well, that is questionable. Is there the same order?
Mr. Fraser: That is what I am trying to find out.

The Wirness: No, there is not. That leads me into the second general
subject I was going to touch upon, which is the nature of the estimate and the
relation to it of the acceptance of these items. I can go into that now, if you wish.

Mr. FLeminG: Should I ask now or after you develop your next point about
the extent to which this fund has already been drawn on for the purposes of the
Department of External Affairs?

‘The Wirness: I think perhaps after I make clear just how these all turn
up 1 our accounts.

The CuamrmaN: That is satisfactory, Mr. Bryce.

Agreed.

The Wirness: I had explained how these claims arose, how they were
recorded in the books during that period, and then I came to the point where
certain of them are being settled. As they are settled notes of one kind and
another and entries of one kind and another appear in our accounts, but in
general the procedures of the accounting method followed are these: we receive
deposits of foreign currency, of blocked accounts from those foreign governments
under this settlement—and all the settlements I should say are not in terms of
blocked accounts—the currency of that country is deposited in a bank in that
country nominated by the Minister of Finance and to the credit of the receiver
general of the government of Canada. The foreign bank is advised by the
Minister of Finance, who is, of course, the receiver general, that all the cheques
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issued against the account will be drawn by the comptroller of the Treasury or
his authorized officers. On receiving advice of the deposit of these currencies
they are then entered on our government of Canada balance sheet under the
item of cash and other current assets that appears in the Dominion balance
sheet. For example, for March 31, 1949, it is part of the item called cash and
other current assets, cash, schedule A, and it is item (iii) “in blocked currency”
and it is there as part of the total in that year of $482,048.22. If one traces that
to the detail which is found on page 14 of the public accounts in schedule A to
the balance sheet, under the sub-heading blocked currency, Denmark, there is
there an item for $200,044.80, which arose out of the payments made by Denmark
which have been reduced by a small expenditure made from that during the year.

Mr. Fraser: That is on what page?

The Wirness: That is on page 14.

I should say there is also an item under that heading for Spain that has
nothing to do with this military relief settlement. That is an item arising from
reparations arrangements, some Spanish pesetas that were received as a repara-
tions settlement.

However, that is the way these blocked currency receipts enter the publie
accounts after having been received as a deposit. However, if we merely did that
it would be credited to our revenues in that year, before we had been able to
make use of it. In order to observe conservative accounting principles—

Mr. Graypon: Progressive, too?

The WirNess: —the government sets up a contra liability item known as
a deferred credit on the other side of the balance sheet which appears in this
year as part of the $4,350,636.00 of deferred credits in the balance sheet on
page 3.

Putting it in that way means that it does not add to our surplus in the year
in which it was received, because we have set up a corresponding liability item
until such times as we find we are able to use these funds. The detailed item
is shown in schedule Q of the balance sheet on page 25, where it can be found.
It is the fourth item down, it is called “military relief eredits—Denmark,” under
schedule Q of deferred credits, and the same amount appears there as is on the
asset side, namely, $200,044.80.

Now, that is the way in which it is shown as having come in and entered
into the assets of the dominion and into its liabilites until such time as it is used.

By Mr. Graydon:

Q. Why do you have to set up that liability in that way?—A. Well, that is
just to be cautious in claiming a value for it. If we did not do that it would
reduce our net debt and since this is an asset that is subject to substantiapl
restrictions as to its use, we have been cautious in claiming that it adds to our
net asset position, so to speak.

Q. In other words, it only becomes an asset when it can be used for the
purposes that the government decides to use it for.

Mr. Stick: Do you also take into consideration the fluctuation in the
exchange rate?

Mr. Bater: I would say it is good sound financing to do it that way.

Mr. Graypon: It is conservative.

Mr. Mac~vaveHTON: I notice, Mr. Chairman, you describe it as inconvertible
foreign currencies.

The Wirness: I did?

Mr. MacxavGgHTON: I do not say you did, but that is the way it is men-
tioned in the estimates, so I presume it would be good finaneing to not write, it
up to any great appreciable value.
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The WirNess: When some of those funds are spent we then reduce this
~ asset item and at the same time reduce the liability item, and in reducing the
~ asset item, of course, we charge it to expenditures, and in reducing the liability
item we credit the corresponding amount to revenue. The expenditure, of course,
becomes an expenditure, in this case of the Department of External Affairs, let
us say, and is charged in the books as such. We credit at the same time the
corresponding amount to revenue, a refund of previous years’ expenditures, because
as I explained earlier, all of these claims originated out of expenditures made
during the war. Well, in that way then where a claim is reflected in an actual
deposit, it gives rise to an asset which is shown on our books with a corresponding
_liability shown on our books, and then when the funds are used, to an expenditure
and the matching amount of revenue.

I am not sure if that is a clear explanation of the principles we endeavour
to follow. In general the problem that we had was to bring these into the
accounts in such a way as not to inflate our accounts before we found that we
are in fact going to be able to use these funds for some useful purpose.

Mr. Graypon: Did you have any precedent for this particular operation?

The Wrrness: I am sorry I could not say that, sir; the holding of blocked
balances abroad is a relatively new operation.

Mr. Pinagrp: Do you know if the same procedure is followed in the United
States or in Great Britain?

The Wirxess: I am sorry, I could not tell you that offhand, sir. The United

States, I believe, does not have quite the same form of public accounts as we

have. I do not believe they have a category of active assets that gives rise to net
debt totals, as we have.

Mr. PiNnarp: What about Great Britain?
The Wirxess: I am sorry I cannot tell you that.

By Mr. Low:

Q. T wonder if Mr. Bryce would take, we will say, an item of expenditure
involving some of these funds and trace through the procedure followed in making
that expenditure and showing it in the books.—A. Well, there was an actual
item in that year which is in the public accounts. Perhaps I could show where
that comes in.

Q. And if you do not mind, as you go along, indicate what control is exercised
by the department involved in the departmental accounts?—A. Well, the con-
trol is really twofold. Within the department, of course, you will first have the
office abroad, in this particular case—

Mr. Fraser: That is public accounts 1949, you are looking at?

The Wirness: Yes, I am looking at page E-11, the first paragraph of text
in the ordinary type, the third sentence. It speaks of receiving these kroner
from the government of Denmark on March 10, 1949, and it goes on to say that
of this currency forty thousand kroner were used to acquire furnishings for the
Canadian legation in Copenhagen, and the equivalent in Canadian dollars
amounted to $8,335.20 was charged to vote 54, representation abroad. Those
funds then were expended for this purpose in this year and were charged to
expenditure.

By Mr. Low:

Q. Would that be an expenditure as if from moneys voted by the House of
Commons?—A. Yes, it was.

Q. In other words it replaced a part of a vote in the estimates?—A. I am
not sure of the relationship between those two votes as to whether that would

el
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normally be the case, or whether there were some special circumstances in this
case that they were charged under that vote rather than under this nominal item,
vote 698, corresponding to the one we are discussing today.

Q. That is fine.

By Mr. Fleming:

Q. Would it help to refer back at this point to what happened at The Hague
the year before in connection with the acquisition of the embassy building there,
in some way, out of blocked funds owed by the Netherlands government?—
A. Yes. That is covered in the next paragraph from the page in which I am
reading; and in that case as well there was an expenditure of blocked funds of
$194,128.80; and that too was charged to vote 54 for representations abroad.

You see, vote 54 could be used for this purpose as well as vote 698, which
corresponds to vote 67 which we are discussing this evening.

By Mr. Low:

Q. Is this expenditure of blocked currency an expenditure in addition to
what was voted in that item in the estimates, or is it charged against the
total that was voted, and which would make that much less Canadian currency
available from that vote?—A. It may be charged to either, as I understand it,
in that particular year, I believe; but T will just check it now. There were
ample funds in the vote to cover this expenditure in addition to the other
expenditure. :

Q. That would mean that there would be an unexpended balance?—A. That
is right, there was.

Q. That is the point.—A. So I think it was probably charged for simplicity,
therefore, to that general vote; but had there not been room to charge it in -
that general vote, it could then have been charged under this particular vote.

Q. I would say that it would be quite improbably done that way because
if we are going to play the game of democracy we must see what moneys are
voted and what moneys are spent.—A. That will bring me to the next question
about the nature of the vote.

Q. Yes—A. Just to follow this through, then, the $8,000 odd expended on
furnishings for the Canadian legation residence in Copenhagen were spent from
this fund. The deparmental control of that, I presume, would be first
that the legation in Copenhagen would have received some advance authority
to arrange to get furniture and would propose the actual expenditures. The
matter would then be considered by the appropriate departmental officers in
Ottawa. I donot know enough about the department to know the exact procedure
at that time for doing it; but in a case of this nature I presume it would be
either the Under-Secretary or the Assistant Under-Secretary who would consider
it and take it up with the Secretary of State who would make a recommendation
to the Treasury Board for authority to use these funds for this purpose.

By Mr. Stick:

Q. I think Mr. Pearson explained that procedure to us.—A. Yes, I believe
he did; but as T was asked about the authority for using it, I thought I ought
to mention it.

When the funds were expended they were charged to the normal vote for
representations abroad rather than to the special vote. But at the same time
they gave rise to a credit which, however, was a credit over in the department
of National Defence. No, I am sorry. It was a credit in the Department of
Finance. It was the Dutch transaction just below it which came into the
National Defence department. So it was a eredit in the Department of Finance.
The revenue for the refund of the previous years’ expenditures is to be found
on page F-6 under paragraph which is lettered H, “Credit resulting from the




EXTERNAL AFFAIRS 123

' utilization by the Department of External Affairs of Danish currency acquired
by Canada in settlement of claim for supplies furnished by Canada and dis-
tributed as relief by the Combined Military Authorities $8,335.20.”

And there you will find a figure corresponding to the expenditure one,
that is, $8,335.20.

By Mr. Low:

Q. That is what I wanted.—A. That is following through the transaction.
Might I complete explaining about the Dutch purchase?

Q. Yes—A. That was done during the period when the settlement was
being worked out. At that time the guilder balances were still a suspense
account in the accounts of the Department of National Defence, and had not
been reflected in the Dominion Balance Sheet.

Q. I see—A. Consequently that expenditure there of $194,000 was charged
to vote 54 for representations abroad, and since it had to be credited to revenue,
as we had also acquired these funds out of expenditures, it was credited to the
item from “Refunds of Previous Years’ War and Demobilization Expenditures”
under National Defence on page N-3 and N-4. Tt is difficult to find. I think it
is the line half way down at the end of the first paragraph where you will find
a figure corresponding to the expenditure mentioned on Page E-11.

By Mr. Fleming:

Q. It comes down to this: that actually it was those blocked funds owed by
the Netherlands government to the Canadian Government that were actually
used to make the purchase. But the charge was made against the appropriation
for representations abroad, and the estimates of External Affairs, and at the
same time a corresponding credit was given in the estimates of the Department
of National Defence?—A. In the revenue items.

Q. In the revenue items of National Defence?—A. Yes, sir, that is right.

By Mr. Stick:

Q. In the National Defence appropriation it was spent by the National
Defence Department, and they had to credit that in order to complete the trans-
action?—A. That is right.

By Mr. Fleming:

Q. You indicated, I think, that some of the balances might not be composed
entirely of blocked currency. Is there any portion of any of those settlements
which do not represent blocked currency?—A. Yes, sir. As I mentioned some
time ago, we received a certain amount from UNRRA in United States dollars
and we received a certain amount in Canadian dollars for the disposal of the
vehicles which T mentioned; and in that settlement certain of the countries have
paid us certain amounts in United States dollars in accordance with the settle-
ments which have been negotiated.

The Netherlands settlement has already been covered in notes which were
tabled in the House, and the subsequent items are the one which Mr. Sinclair
has arranged.

Q. I see.

By Mr. Fraser:

Q. That $44 million you got from UNRRA would be credited to us, but it
would not really come to this country?—A. No. We received that in cash some
years ago.

Q. You say you received it in cash?—A. Yes.

61920—2




124 : STANDING COMMITTEE B

By Mr. Stick: AT’ .-
Q. That has already passed through the books as having been received in
Canadian currency?—A. Yes, sir, some years ago. &

By Mr. Fraser:
Q. That would really be in 1946, would it?—A. In 1946 or 1947.
The CuAlrRMAN: May Mr. Bryce go on with the nature of the vote?

By Mr. Bater:

Q. Was any of the amount you mentioned which was received from UNRRA
received in cash?—A. Yes, sir, it was received in cash.

By Mr. Graydon:

Q. What was the settlement of the Netherlands account?—A. The Nether-
lands settlement was an exceedingly complicated one because it involved not only
the military relief claim but also the settlement of the blocked guilders that had
been accumulated by the troops in Holland and taken over from them by the
Defence Department. And that gave rise to a complicated settlement which has
been covered by an exchange of notes. It was published in the Treaty Series
and tabled in the House, I believe, some time ago. gt

Q. Have you got the amount there?—A. I shall have to see. I am not sure
that I have. I have the amount of the military claim of $14 million on the
Netherlands. But I shall see. I do not believe I have got that with me, Mr.
Graydon. I am sorry.

By Mr. Stick:

Q. That would be included in the $14,099,000?—A. No. That would give us
the amount of the claim. That was not what we got out of that from the Nether-
lands. I can tell you in a general way. They agreed to our use of a certain
amount of the guilder balance we had in the Netherlands and they agreed to make
deferred payments to us in dollars for certain other amounts. What I do not have
is the total of those payments of each kind.

By Mr. McCusker:
Q. It was my understanding that you were to get that for us with the
others?—A. Yes. I think that is perhaps the easiest way of having it set forth.
Q. Yes.

By Mr. Fraser:

Q. We received some of it in dollars and some of it would be blocked, would
it not?>—A. We have received, sir, a certain balance in guilders which can be used
for expenditure in the Netherlands by the Canadian government for _general
governmental purposes, or for expenditure in the Netherlands by Canadians for
cultural or educational purposes. I believe those balances total about 7 million
guilders, but I am speaking from memory.

By Mr. Pinard: :
Q. That would be half of the claim?—A. No. I said 7 million guilders. It
would be something much less in dollars.

By Mr. Graydon:

Q. Was consideration given by the department to any alternative scheme of
setting up these accounts from the one which has been adopted?—A. Well, at
one time we did consider putting these claims on our balance sheet but we came
to the conclusion that would not be sufficiently conservative accounting.
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By Mr. Fraser:

Q. But this kind of accounting would not go over with the Income Tax
Department. They would not like that kind of accounting, would they?—A.

They have a reason for not permitting too conservative accounting.

By Mr. Macnaughton:

Q. This same system of accounting was followed last year in the estimates,
was it not?—A. Yes, sir. It has been followed since we have been dealing with
this type of operation.

: Q. I do not want to be unkind, but I am at a loss to see why the Auditor
General was so upset this year, when the same system has been followed in
previous years?—A. I might just speak briefly about that. I think in trying to
understand it it is well to look at the wording which Mr. Fraser read out some
time ago of the first vote of this character which appeared in the supplementary
estimates for 1948-49 brought in in 1948. At that time when we were com-
mencing these negotiations and arrangements and it was desired to get some
authorization from parliament to proceed with them it appeared that we might
actually receive—not money in any sense—but actual buildings or furnishings
as part of the settlement. That posed before us a rather unusual problem
in estimates, to authorize in effect’ the acceptance of settlements for a claim
'in a certain form and its use for departmental purposes. So it was with that
in mind that the original estimates were introduced in 1948 to authorize the
acceptance, as you will note, of lands and buildings to be used for Canadian
government, offices or residences in these countries, eliminating the qualifica-
tions and alternative settlement; and then it went on to say authorize, because
we were not sure whether we would get it in the form of physical assets, the
aceeptance of moneys that the government could use for the purpose of the
purchase of such physical -assets, that is “of local currency deposited in
special accounts to be expended only in payment of such property . . . ete.
. expenditures of currencies so deposited for these purposes being hereby
authorized.” That is the way in which it arose. In other words when it was
- contemplated that we might be receiving physical properties to be used for
departmental purposes, clearly, in that sort of circumstance it was exceedingly
difficult to know how to deal with it because there might be no actual financial
transaction involved. Moreover, there were, as Mr. Pearson pointed out in
commenting on the particular votes this year, all sorts of uncertainties to be
faced in trying to indicate in advance what amount we were likely to get
and that the department would themselves be able to spend for these pur-
poses. Moreover, I think Mr. Pearson also indicated that to put the actual
amounts in was apt to influence negotiations for a settlement. Well, for these
reasons, the initial vote stuck to this general form, and as far as I am aware
no exception to it was taken by the House at that time, sir. The following
yvear we were fairly clear that we were not likely to receive the physical
~ assets or properties in settlement and consequently the form of the vote
became what it is in this year’s estimates: “to authorize the use during the
fiscal year 1949/50 in payment for the acquisitions, improvement or furnishing
of properties for Canadian government offices and residences in foreign
countries of inconvertible foreign currencies from deposits. of such currencies
- which may be used only for governmental or other limited purposes in these
countries and which have been received by the government of Canada from
other governments in settlement of claims arising out of military operations
or war expenditures”. Again, it was exceedingly difficult at that time to
anticipate the amount that might be received in settlement, or the amounts
- of money that might be usefully and properly spent in making purchases of

® properties. I believe it is true to say that other countries, too, find it difficult
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to anticipate the amount that they will be able to use in the purchase of
property abroad. I believe certain countries have a fund into which moneys
are placed each year that may be used not only in that year but in subse-
quent years for these purposes. We have no such arrangement, but this is
intended to have somewhat the same purpose in respect of the use of these
inconvertible currencies where it is exceedingly difficult to make an estimate of
what can be properly used.

By Mr. Graydon:

Q. May I ask you whether or not any official or informal discussions have
ever taken place between your department and the Auditor General when an
item of this kind comes up, to see whether it is going to be a proper item or
not?—A. There were discussions between ourselves and the Department of
Justice, not the Auditor General. We wished to be sure that it would be a
legally sound arrangement and we were advised that it was legal. The real
problem, of course, is whether it gives parliament the degree of control that
parliament should have, because obviously the elements that are involved
here are elements of uncertainty arising from negotiations on the one hand
and the purchase of property on the other.

Q. Well then, I take it that your department and the Auditor General were
not in as close co-operation as perhaps might have been desirable in dealing
with a matter of this kind—A. It is not a question of close co-operation, sir,
on this point; rather it was a matter which we thought it was not necessary to
take up with the Auditor General.

Q. Which may have been a gross error on your part. f

The CuARMAN: In a matter of this kind we are dealing with new factors |
which were not present four or five years ago. ‘

The Wirness: To answer the question raised by Mr. Graydon, I think it
is fair to say that this point is not an auditing point.

By Mr. Stick:

Q. Would it not have been more convenient if you had gone to the Auditor
General first and found out how the item should be handled so when he came
to investigate your department you would have a previous arrangement or under-
standing as to how the item was to be handled?—A. Well, yes, sir.

Mr. Stick: I should think you would.
Mr. Graypon: That was what I was trying to ask.

Mr. Stick: It would not be an independent audit because you would have
made an arrangement beforehand. >

The Wrirness: As I say, actually, this is not a question of auditing.

Mr. Graypon: I would be surprised if that was carried out to the letter
in every department. While Mr. Stick has very lofty ideas as to the strict fencing
between the two departments, I am wondering if there may not be some little
official hints between the Auditor General and some of the departments of
government.

Mr. Stick: The Auditor General has the rather lofty ideals, as I_ quuld
certainly like the Auditor General to have. He is the one who has criticized
the government pretty severely on the matter. We want to see in this auditing
of accounts that they are clear, straight and above board, if we have not that
much confidence in the Auditor General I think we have no confidence in the -
system at all.

Mr. GraypoN: May I ask Mr. Bryce what is the real erux of the collision
between the department and the Auditor General on this particular issue?

|
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3 The Wirness: This is not primarily a departmental question. This form

“was decided upon by the Treasury Board. The Minister of Finance has authorized
me to say that the board gave quite considerable thought to this problem because
they realized it was a novel type of authority to request from parliament, and
they did consider the various types of alternatives quite fully, and whether it
would be possible to ask parliament to authorize a round sum for this purpose.
If that was done there was no particular basis upon which a sum could be
selected or defended. Any round sum that one chose would be bound to be
merely an arbitrary selection, on the one hand, and might still have some influence
on the negotiations on the other.

By Mr. Pinard:
Q. You say that the method adopted was submitted to the Department of
Justice before it was adopted?—A. We discussed, with the officers of the Depart-
ment of Justice, what the legal effect would be.
Q. That is the usual practice?—A. Yes, but I do not say that we secure
formal opinions on these matters. '
Q. But you communicate with Justice to see whether there is any legal
objection?—A. Yes, but I think it is fair to say that this is not basically a
legal question. It is a question of the nature of the items parliament wishes to
include in the Appropriation Act.
Mr. Fraser: It is an accounting proposition?
Mr. MacNaucHTON: No, it is a practical solution it seems to me, to a very
difficult question. There is nothing illegal in a barter deal either.
Mr. Fraser: No, as long as you show what you receive and what you pay out.

The CuArMAN: There is one point which I would like to make clear. Mr.
Graydon asked whether there was any consultation between the Treasury Board
and the Auditor General. Being an accountant myself, I cannot see the tie-up
there. The Auditor General deals with the reports he receives from the various
departments. If he were consulted beforehand his hands might be tied on these
different, items. Personally, knowing something of accountancy I do not see how
that would work out. The Auditor General is just an impartial man sitting there
dealing with things that are recorded, statements made by the department, and
so forth.

Mr. Low: At the same time, Mr Chairman, there would be nothing wrong
with any departmental accountant going to Mr. Sellar’s office and saying that
his department proposed to do this or that, and asking whether it was in
accordance with the Auditor General’s principles. The Auditor General would
- guide him.

The CuAarMAN: There would be nothing wrong with that, in principle.
Mr. Fraser: That was the only distance I intended to go. Perhaps I was
misunderstood but as I did not get a very clear denial from Mr. Bryce that
the very thing did not go on sometimes, I would think it very likely that on
many an accounting question there may be consultations between the various
accounting officers of the government and the Auditor General.

Mr. Low: I would not bet $10 that when the matter was put before the
Department of Justice someone from there did not go to Mr. Sellar’s department
and discuss it.

The Wrrness: Frankly, sir, I do not believe they would have thought
. that it concerned the Auditor General.

Mr. Low: I say I would not bet $10.
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By Mr. Fraser:

Q. Mr. Bryce mentioned that cheques on these blocked amounts are drawn
by the Receiver General or his agent.—A. I am sorry, sir, the comptroller of
the treasury. -

Q. That is the comptroller of the treasury or his agent. In the case of
the External Affairs Department who would be the agent of the comptroller
in the Netherlands? Would he have an agent there, or would this have to
return to Canada and go back again before anything could be drawn?—A. I am
speaking from memory and subject to correction, but the chief treasury officer
in the United Kingdom, who is an officer of the comptroller of the treasury,
has authority to draw cheques on these European accounts and it has been
found that the cheques on these blocked accounts are issued by the headquarters
office of the Comptroller of the Treasury in Ottawa, since the payments must
in any case be authorized in Ottawa. .

Q. Then the External Affairs Department would have to make their
application to him in the United Kingdom and he would, in turn, have to give
his approval to that?—A. Well, he is not asked to approve anything more
than that it is an authorized transaction. He acts in the same way as all the
treasury officers in Canada act in issuing cheques on departmental requisition.

Q. If the Department of External Affairs was in course of buying a piece
of property for $136,000, as they did this year, all they would do is just put
the requisition in to the treasury officer for $136,000?7—A. That is right. .

Q. And he would sign it?—A. Yes, it would be so many hundred thousand
guilder or whatever the local currency was. ‘

Q. Yes, but equal to $136,000.- I think we have it in dollars here.—A. Yes,
he would sign a cheque and issue the cheque just as the treasury officers in
Canada would do for Canadian transactions. )

Q. But that applictaion could not be made unless one officer of the Depart-
ment of External Affairs made the requisition?—A. I am sorry that would be
a detail of the administration but there would be certain officers authorized
to requisition cheques. i |

The CHAIRMAN: Mr. Pearson mentioned that the other day. He did not °
give us the name of the official but he said there were officials authorized to
do that and they were specialists.

By Mr. Fraser: 4

Q. Who in Europe has the authority to sanction purchases of $136,000?—

A. Those purchases, sir, would be sanctioned first by the headquarters of the =
department in Ottawa and in this particular type of case by the Treasury Board =
itself, before the cheque was drawn. B
Q. That might apply in items as large as this, but how would they carry

on for items around $5,000 or $10,000 over there?—A. Because of the nature
of these transactions, it has been understood that we get the approval of the
Treasury Board before entering into any such purchases. I suppose if we got =
to the place where we were using these accounts for minor furnishings that =
system might be too cumbersome. )

By Mr. Stick: s

Q. I am not too clear on the procedure through the External Affairs. Who

would authorize this gentleman from the Treasury Board in London to make =

this expenditure. He does not do it on the authority of that department alone,

does he? He would have some authority from the Treasury Board here, befog'e {
he would issue that?—A. Yes, sir, I am sorry the word “treasury” occurs in =

two different ways, and is apt to be confusing. : |

Q. He would be taking an order from a different department. That would

be authorized by the Treasury Board here before he would make the expenditure,
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would it not?—A. Let us say an External Affairs man in a particular country
would decide, in his view, a certain purchase should be made. He will recom-
mend it to the headquarters in Ottawa. The headquarters in Ottawa will go
into the matter and if they approve it they will recommend it to the Secretary
of State and if he approves it he will recommend it to the Treasury Board
and if they approve it they will issue a minute or further recommend it to the
Governor in Council from which an order in council will issue and then the
Department, of External Affairs, having received that, will then make application
~ to the chief treasury officer in London for the issue of the cheque. He, in turn,

~will presumably have been notified by the comptroller of the treasury in
- Ottawa by cable or otherwise and he will then issue the cheque.

Mr. Pinarp: I will not ask you to repeat that—

Mr. McCusker: That is what you get by asking too many questions.

Mr. Graypon: At last the roaming funds come to rest!

‘Mr. Pinarp: I will not ask you to repeat that, but what we can gather
from your explanations is this, that such a purchase is not made very easily if
it has to go through first the department, the Treasury Board, the Governor
in Council, and then the issuing of the cheque is recommended by the Treasury
to the treasury officer in London.

The Wrrness: It is authorized by the Treasury Board and the department
will issue the cheque. :

Mr. Graypon: You did not mention parliament in any of that expenditure
of money?

The Wirness: That comes at an earlier stage.
Mr. GraypON: Are you sure it is not sometimes too late?

By Mr. Low:

Q. Can Mr. Bryce tell us whether or not they use the practice of issuing
overdrafts from one vote to another, in the departments?—A. We are not
permitted to transfer funds from one vote to another except, I should say, with
minor exceptions. There are two or three votes which are specifically for the
purpose of making transfers to other votes, but those are minor exceptions.
Normally the funds may not be transferred at all from one vote to another.
Q. I mean within a department.—A. I think perhaps what you have in mind
is within a vote. The Treasury Board may transfer to us from one item to
another.

Q. Is that practice followed?—A. Yes.

Q. Take the case—this is just about what Mr. Gordon Graydon said—
take the case—I think he referred to the Netherlands a while ago—of a vote,
that is, a certain expenditure that was charged back to vote 54.

Mr. Stick: Credited back, you mean.

By Mr. Low:

Q. No. Charged back,—A. That is right. The point was raised earlier.

Q. Yes. Let us suppose after charging that item back to the vote there
was an unexpended balance of $X. Is there any way by which that unexpended
balance can be spent by an overdraft on some other item in the department?—
A. No, sir, not of any other item that is not proper to that vote.

By Mr. Fraser:

Q. That covers quite a lot, does it not?—A. Suppose there was an un-
expended balance in the vote for representations abroad. It could not be used

to meet expenditures in Ottawa that should be charged to departmental
administration. e
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Mr. Low: That was the thing I wanted to follow up because as long us_
is possible, then the procedure outlined by Mr. Bryce does, in reality, means
‘parliament votes what we spend of that blocked currency. ;

Mr. McCusker: And anything received from that blocked currency g
back into the revenue.

By Mr. Low:

Q. It really does not.—A. I would not want it to be thought that it is :
simple as that and for this reason; that that particular transaction you spe
of, the purchase, let us say, of an embassy property in Copenhagen could
charged to either one of two votes; and it was in fact charged to vote 54 -e%;
1948-49.
o YQ As long as it is charged to vote 54 then in reality the amount is vot-ed-—-

. Yes. ;
Q. But if it is charged to vote 67 then 1t becomes money spent that has nah\
been authorized by parliament.—A. Oh, no.
‘ Q. Yes, sir—A. It has been authorized by parliament in this particular vote

Q. That is right, by $1.—A. Yes. 1

Q. But it might mean $195000. The point I wanted to get, and I thmk
Mr. Bryce has explained it, is that as long as the charge is made to the vote, not
to vote 67, then I think it is quite a proper procedure and is safeguarded by
parliament.—A. Yes.

By Mr. Fraser:

Q. Well it does and it does not. If there was any of that money not spent
and it was for representation abroad or in that country, they might spend it on
anything under the sun over there, in External Affairs. They might spend it on
anything without any other tag being kept on that money. Am I right?

Mr. Graypon: This is what might be called a floating vote, only it is not ;
always described in the same way, is it?

By Mr. Bater:
Q. Is this a revolving fund?—A. No, it is not revolving fund, sir.

By Mr. Graydon: -

Q. I think I am right.—A. What you mean is the purchase of a property
charged against vote 67, and that funds from vote 66 did not have to be used for
that purpose and would be available for that purpose?

By Mr. Fraser:
Q. Yes—A. I should point out that in determining the amount of vote 66
we have in mind the existence of vote 67. The Treasury Board in authorizing =
these estimates is bound to take that into account. 3
Q. Let us suppose the amount in that vote was $200,000; and that when they =
came to buy a property or something, the price was down f rom $200,000 and they
discovered they only had to spend $180,000. Therefore they would have $20,000
left to play with. Am I right?—A. That is right :
Q. And that could be spent for anything in that embassy over in that coun-
try?—A. Yes. Of course that is a normal consequence of over-providing in any
vote. \
Q. Yes—A. If there is over-provision in any vote it means that there are
funds there which could be used for any purpose in that vote. E:
Q. And then there would be no track of that $20,000?—A. There would be
track of it in the public accounts just like any other expendlture :
Q. Eventually?—A. Yes, sir.
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Mr. Stick: You cannot spend an extra $20,000 in any country that way.
i Mr. Fraser: Oh yes, that is what I am talking about; they can spend that
~ extra $20,000, without going to the Treasury Board, they can take it and spent it.
: Mr. MacNavGHTON: If they overestimated by let us say $50,000 in a vote
of $200,000; that is, if they only used $150,000 out of the $200,000, they could
not use that other $50,000 just as they saw fit, could they?
The Wrrness: It would depend on the nature of the expenditure. Certain
expenditures are controlled in various ways in addition to the estimates. If you
will look at the details at the back of the book you will see this on page 113 of
the estimates. You will see the various items for the details for representation
abroad; so much for operating expenses, so much for capital items—Argentina,
Australia and so on. Now, they have extra funds let us say in the Argentine item
which they do not need for their operations in that country; they could not use
those funds, let us say, in Australia without coming to the Treasury Board and
- _getting authority to transfer between those accounts.
: Mr. Fraser: I know, but they could spend them in the Argentine.
The Wrirness: Yes, that is right, except for this, they could not spend them
for staff, they will have to provide a position before they can be used for staff.
Mr. Fraser: But if they wanted to spend them on furniture or enter-
tainment?
Mr. McCusker: I think, Mr. Chairman, they are entirely too lax on this
matter of expenditures. If they are going to build the building anywhere they
would first ascertain the purchase price and apply for the money to meet it.

Mr. Frasgr: Mr. Chairman, Mr. Bryce I think has borne out what I have
been trying to find out, that that money could be expended in the Argentine
without a further vote or without any further check.

The Witness: I am not quite sure what you mean by further check. In
certain types of expenditures they require authority from the Treasury Board
or the Governor in Council; for instance, if they are going to spend it on staff
they have to have positions authorized; now, it may well be that they have a
vacant position in representation abroad categories which they could use there.
In that case they could do it without coming to us. If they want to spend
it on things like furnishings and things of that sort it is usual for them to come
to Treasury Board and have furniture expenditures authorized if it has not been
approved on a prior program. I suppose there are certain types of small local
expenditures where they would not need to get that special authority but those
would be relatively minor matters.

Mr. Stick: You would have a check on all expenditures of that kind when
they came before the Auditor General.

E The Wrrness: Well, sir, it comes before the Comptroller of the Treasury.

The Comptroller of the Treasury in fact pre-audits accounts before the cheques
are issued and he has to be sure that there is appropriate authority for sending
the cheques out. In doing that he looks to see first if there is parliamentary
authority for the vote. That is the first essential, seeing that there is the proper
parliamentary authority. He will then see what there is in the way of any order
in council or Treasury Board minute that governs it to see if such authority
must have been obtained in order to authorize it. He sometimes finds a most
unusual type of expenditure and the Comptroller is not certain whether or not it
requires to be approved by Treasury Board so he will refer it to the Board
before issuing a cheque.

Mr. MacNavgHTON: In simple terms what this eriticism amounts to is that
those who have control of our representation abroad are not to be trusted, it is
implying that they are going to take the $20,000 and use it any way they like.

=
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B,

. .

They can’t get the money in the first place unless they make a demand for it,

and that demand goes to some official who makes a thorough check to see that

it is properly authorized. ' ;
The Wirness: We exercise very close control.

Mr. Stick: The department has to assume responsibility for the expenditure -
of that $20,000 and has to account for it to the Auditor General and to the
Comptroller of the Treasury. it

By Mr. Cote:

Q. On this specific item, the purchase of a building, can you take the extra
money spent on that and use it any way you like?—A. No, not unless you
have’authority for that different expenditure. :

Q. And that authority has to be obtained from the department here who
in turn must get the authority for the expenditure from the Comptroller of the
Treasury or the Treasury Board?—A. Now, I am not sure that the missions
abroad have authority delegated to them from the department to make certain
types of minor expenditures locally, but that does not cover expenditures for
staff unless possibly for temporary assistance for the odd day or so.

Q. But the authority does not permit expenditures of the type under dis-
cussion here without approval of the Treasury Board?—A. Only for certain
types of things.

Q. Yes, they are limited as to amounts. You refer to minor items; an
amount of $20,000 would hardly be considered a minor item, would it?—A. If
they were going to incur special expenditures, let us say for entertainment;
as an example, today Treasury Board authorized an expenditure by one of
the missions abroad for a Dominion Day reception, which is entertainment
expenses. This has to be done fairly well in advance because this is a fairly
remote place. That is the type of thing which by custom if not by law comes
to the Treasury Board for special authorization. At the same time I am sure
that missions abroad have authority to incur certain minor expenses without
having to go to headquarters for authority, just as an operating matter.

Mr. McCusker: Well, Mr. Chairman, there is one matter about which I
am satisfied, and that is in the purchase of a building they would first have
to negotiate for the purchase of the property and would know the price at which
it could be obtained, and before they could spend any money in respect to
its purchdse they would have to have an order in council passed authorizing
the expenditure of the money. You just can’t throw away $30,000 or $40,000
or $50,000 without any check.

Mr. Core: No, not unless you have special authority to do it.

Mr. McCusker: Before an appropriation with respect to representation
abroad in an amount like $200,000 would be made the mission would first have
to get a price on the property they intended to purchase and the money
authorized would be in the amount indicated and for that purpose. I main-
tain that these missions abroad have specific votes for specific purposes; let
us say one for entertaining, one for furnishings, one for this and one for that;
and it is their responsibility to see that the money is used in the various ways
for which it is authorized. They can’t just throw it away.

Mr. Bater: I think there is a thing that ought to be cleared up right here.
We will suppose under this scheme that there is a building to be purchased
and a vote authorizing an expenditure of $200,000 is put through to buy an
embassy building in a country abroad and it is found that that building is only
going to cost $150,000; now then, has there got to be authority transmitted to
spend every cent of that $50,000 over and above the actual cost of the property?
That is what I think is in the mind of some people here. Some people think
that can be frittered away. :
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By The Wrmmss Yes, Mr Bater, you would have to have speclal authorlty
for any further expenditure.

- Mr. Barer: For any purposes whatever—

The CuamrMAN: He said, “any further”.

b The Wirness: I said for any purpose whatsoever. If it is not right there

- in the law; at least that is the understanding between the department of External

~ Affairs and the Treasury Board.

‘ The CHAIRMAN: Are there any further questions?

Well, Mr. Bryce, we have appreciated your testimony. ;

Before we adjourn I believe you all realize that at our first meeting next
week we will be starting on the estimates. Our preliminary deliberations and
- discussions have been conducted in a satisfactory manner, and we had the
~ minister here for four sittings. If possible, we will come to the different items.
" Mr. Stick: When will the next meeting be?

The CuairMAN: I suggest that you leave that to the chair.
-‘ Mr. Fraser: I have heard some objections from your own members regarding
meeting Monday morning or Monday afternoon and some of them wanted to
. meet on Monday night. Actually, it does not matter to me.
: The CuamrMAN: If you will leave it to me I will do my best.
- Mr. MacNaveHTON: Could we not move that item 67 carry, Mr. Chairman?

The CHaRMAN: Noj; not at this stage, we will call the first item when
we have Mr. Heeney here at our next meeting. Then we will start on the
departmental items.

The committee adjourned.
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MINUTES OF PROCEEDINGS
Tugspay, May 16, 1950

The Standing Committee on External Affairs met at 11 o’clock a.m. Mr.
| J. A. Bradette, Chairman, presided.

‘ Present: Messrs. Balcer, Bater, Benidickson, Bradette, Coldwell, Croll,
| Dickey, Fleming, Fournier (Maisonneuve-Rosemont), Fraser, Gauthier (Port-
neuf), Graydon, Goode, Hansell, Jutras, Leger, Low, Macnaughton, McCusker,
- Noseworthy, Richard (Ottawa East), Stick.

', In attendance: Messrs. A. D. P. Heeney, H. O. Moran, S. D. Hemsley and
F F. M. Tovell.

After discussion, it was agreed to hold the next meeting on Thursday of this
| week at 8 o’clock in the evening.

i Mr. McCusker asked that a correction be made in the evidence of May 9,
- No 4 (See corrigenda in this day’s minutes of proceedings and evidence.)

b Mr. Heeney was called and made a general statement on departmental
- administration and estimates. He tabled for distribution copies of an analysis on
- expenditures.

1 He indicated that the grant to the United Nations Association in Canada
; had been increased to $10,000.00.

: The witness gave figures on the number of permanent and temporary em-
ployees in the Department.

8 Mr. Jutras questioned the witness at some length on Item 82 and the Red
Rlver flood.

f After discussion it was decided to call an official of the International Joint
. Commission on Item 82.

‘ Mr. Heeney gave a list of the departmental publications and it was agreed
X that the members of the Committee should receive them.

The witness was assisted by Messrs. Moran and Hemsley.

At 1.05 the Committee adjourned until Thursday, May 18 at 8 o’clock.

ANTONIO PLOUFFE,
Clerk of the Commattee.
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EVIDENCE

House or CoMMONS,
Tuespay, May 16, 1950.

~ The Standing Committee on External Affairs met this day at 11.00 a.m.
. The Chairman, Mr. J. A. Bradette, presided.

The CuamrmaN: Gentlemen we will now call our meeting to order. The
~ first matter of business concerns our next meeting. As you know there is quite
" a variety of committees sitting at the present time and it is always a problem
to arrange for meetings Would it be satlsfa(:ftory if we met tomorrow morning
~at 11.00 o’clock?

Mr. Fueming: Well what committees are sitting tomorrow?
The CrarrMan: Old Age Security meets at 4.00 o’clock.
Mr. McCuskEer: Is there not a general caucus?

The CaARMAN: Oh yes.

Mr. FLeminGg: There is one time when there is no competltlon with other
committees and that is Friday afternoon at 4.00 o’clock?

Mr. Fraser: How about Thursday morning?
Mr. FLeminGg: Old Age Security meets on Thursday morning.
The CHarMAN: National Research Council also meets that morning.
Mr. Graypon: I am wondering whether the same discussion takes place at
. the meetings of other committees such as Public Accounts and Old Age Security
- with respect to when we meet. I think we had better plough our own furrow
in this matter. It seems to me that we are rather playing second fiddle to other
 committees and yet this is the most important committee of all. |
Mr. Fraser: What about Thursday evening? i
‘ The Cuamrman: Thursday evening at 8 o’clock? i
Agreed. b
Mr. McCusger: Mr. Chairman before you go ahead, at the last meeting

you will remember that there was a discussion, which appears at page 130 of the
- report, wherein Mr. Fraser brought up this question:

Let us suppose the amount in that vote was $200,000; and that
when they came to buy a property or something, the price was down
from $200,000 and they discovered they only had to spend $180,000.
Therefore they would have $20,000 left to play with. Am I right?

The answer was; “That is right.”
- Later, I objected to the question and I am misquoted as follows:

I think, Mr. Chairman, they are entirely too lax on this matter of
expenditures.

That is not what I said. I said:

I think, Mr. Chairman, they are not so lax on those matters of
expenditure.

T went on to say: “If they are going to buy a building anywhere they would
first ascertain the purchase price and apply for the money to meet it”,
I would like to have the correction made.

The CHAamrMAN: The correction will be made, Mr. McCusker.
137
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As you know, Mr. Heeney is here today and he will, in his usual man
make a general statement, and then there will be a period of questioning. A
that we will carry on with the estimates, one after the other.

Before we proceed, however, Mr, Jutras has requested that he be permitted
to ask Mr. Heeney a few questlons pertaining to some matters on which he
wishes information -in connection with a statement he will make next week.

Mr. Jurras: I must apologize for not having been here at the previous
meeting and I am not quite up to date on your procedure. However, if the
idea now is to go on with a general statement before getting down to the
detailed estimates, and if Mr. Heeney is going to make that statement now, it is
quite all right with me for him to proceed with the statement and then I can
ask whatever questions I have when he is through with the statement. g

I will tell you what I have in mind. The questions relate to the Inte

‘national Joint Commission and my idea is that Mr. Heeney will be in a posi-
tion to answer when we get to the estimates. The questions will entail a certa.m
amount of research. It is immaterial to me whether I ask questions now,
after the general statement. .

A. D. P. Heeney, Under Secretary of State for External Affairs, called:

The Wirness: If Mr. Jutras will let me have a note of the precise informa-
tion which he wants, it would be of great help because we would not be able
to answer offhand, without notice, some of the details in connection with the
International Joint Commission. ;

Mr. Jurras: I think it would be preferable for us to discuss it a little to
make sure that you get the points I have in mind? v

The Wirness: I would like to be sure so that I may be prepared to answer.

Mr. Jurras: I do not suggest that you would be in a position to answer now.
Perhaps you should proceed with your statement now and then I could ask
questions afterward.

Mr. FLeming: May I ask whether Mr. Heeney at some early stage proposes
to furnish us with the usual statement or breakdown of expenditures? '

The Wirness: I propose to do so now but, the committee is meeting some-
what earlier than last year and other years, and therefore we have not complete
expenditure figures for the full twelve months period. We have, however,
prepared, in the same form as for previous years, an analysis of expenditures
where we have complete figures. Where the figures are not complete—and
that involves missions where communications are not so rapid—we have made
informed estimates for the twelfth month. The analysis will not be precisely
the same as in former years because there will not be complete figures for a;
number of items. '

I think the committee will be able, from the analysis which we will pass
around to make their comparisons with the estimated figures. That, I think,
is the principal purpose of the analysis and the information will be pacsed
around to members of the committee very shortly.

The CHARMAN: Are you ready to proceed?

The Wirness: The estimates of the department, Mr. Chairman, appear
on pages 9, 10, 11, and 12 of the Blue Book, and the details appear on pages 112
to 118 of the same publication.
The general statement that I propose to make to the committee will have,
as its object, the direction of the committee’s attention to certain outstanding
features of the estimates for this year, as compared with the estimates of last
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5 -year and the estimates of other years. It will not attempt, in any sense, to
~ be exhaustive in explanation but merely to describe the reasons for the principal
- differences between this year’s figures and’ those of other years.

It might be helpful to the Committee if I were to begin by drawing attention
~ to certain features of the Department’s Estimates for the current fiscal year.

i Members of the committee will notice that the total amount for which
~ parliament is being asked shows a striking reduction from that which was
voted last year. The total last year was, in round figures, $17-4 million, this
year it is $11-8 million—a reduction of more than $5-5 million. This large
decrease results, for the most part, from reductions in Canada’s assessments for
membership in, and contributions to, certain international organizations. The
largest of these reductions will be noted on page 12 under “Terminable Services”
—$3,316,000 less for the International Refugee Organization and $1,140,000
“appropriations not required for 1950-51”, the latter made up of contributions
last year of $1,075,000 to the International Children’s Emergency Fund and
$65,000 to Near East Relief. A further appropriation not required this year
is shown on page 11, under “Assessment for Membership in International
Organizations”—$523,900. The last amount consists of last year’s and this year’s
contribution to the World Health and other Organizations. We provided for
~ this year’s contribution in the Supplementary Estimates last fall in order that

sthe contribution could be paid on January 1, 1950, when it came due.

The Committee will also notice a reduction of some $632,000 in the amount
provided for normal departmental activities that is in the “Total Department and
Missions Abroad” at the bottom of page 10. The largest part of this reduction
is in Vote 66, “Representation Abroad”. I should like to say at once that this
lower figure does not imply that missions will be withdrawn from any of the
countries in which Canada is now represented. Nor does it represent any cur-
tailment of the department’s activities in any of our offices at home or abroad.
In fact, this year’s estimates include provision under “New Offices” (at page 114
in the “Details” of Vote 66) for a certain minimum expansion if the government
decide that certain additional offices are necessary or advisable. The minister
made some mention of this contingency when he appeared before the committee.
We have limited our provision under this head to what could be foreseen as likely
to prove desirable during the fiscal year and to an amount, $130,000, which is
considered essential for such additional operations should they be decided upon.

Members of the committee may recall my mention last year of the depart-
ment having to budget for a “carry-over” at the end of each fiscal year so as to
provide in effect for thirteen months supply rather than twelve. As a result of
further examination of this problem with the Department of Finance, procedures
have been agreed which have made it possible for us virtually to eliminate this
element from our estimates. This has permitted us, for example, to reduce
materially the item “Sundries” under “Representation Abroad” (at page 114).

Other factors which explain the sharp reduction in this year’s total are &
movement of costs in our favour in sterling areas resulting from the revaluation
of currencies, the deletion of certain “capital” items from our program, the post-
ponement of the replacement of certain motor vehicles and further restriction-of
expenditures. Further explanation of individual figures can of course be given as:
the committee reviews the different votes.

Our estimates are close estimates. We are, I believe, pretty well down to
the bone for the department’s current and projected scale of operations. The
inevitable result of this “close” estimating is a lack of leeway which has its
drawbacks when one has to prepare figures so far in advance of expenditure and
when circumstances cannot be forecast with any precision. For example, we have
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Just received notice that, in Australia, the house rented there for our high om-
missioner is to be sold. Housing in Canberra is very difficult to ¢come by. Asa
result, we may now have to undertake a purchase not contemplated nor “foresee-
able” when the estimates are prepared. i

Mr. Graypon: Of course we took their house here, and I suppose they have
taken our house over there. §

The Wirness: I suppose death was the thing we did not foresee there. The«:
{llouse fell into an estate and the estate is liquidating the assets, including this
ouse.

y Mr. Graypon: We did not foresee the Prime Minister taking their house
ere.

Mr. BExmickson: It was never theirs.
Mr. Graypon: I will not argue with you.

The WirNess: Again, the revaluation of the Russian rouble, which has taken
place since the preparation of the estimates, will alter substantially the costs of
operating our mission in Moscow for this fiscal year.

The CHAIRMAN: An increase?

The WiTness: Yes, a very substantial increase. It is probable, therefore,
that we will have to come forward for a supplementary estimate to cover these
added costs. The same is true of our Passport Office vote. We made a guess,
and a conservative guess, of the number of passports we would need for travel
this year, bearing in mind the special demands during Holy Year. We may be
low at 60,000. If we are, we will have to ask for further funds for this vote. '

On page 113, of the printed estimates, members will notice in the “Details”
under “Departmental Administration” an item “Travel and Removal Expenses”
$245,000 (a slight reduction from last year’s estimate), and on page 114, under
“Representation Abroad” an item “Travelling Expenses” $80,200 .(a drop of
some $55,000 from last year). -

This decrease does I believe represent a certain settling down process, which
has come about gradually. The necessity for moving people about so much is
not now as great as it was in the earlier stages of our development.

Most of our missions abroad have now been in operation long enough since
the war for us to surmount the peak in the amount of travel necessary for our
officers and staff—that is to return to Canada those who have served the pre-
scribed tour of duty abroad, and to replace them by others. “Travelling Expenses”
under Vote 66 “Representation Abroad” is intended to cover travel on official
business by those in posts abroad. Travel from any post back to headquarters
or to another office abroad on permanent posting should not be charged to the
mission. Otherwise yearly post expenditures will not reflect the true year-by-
year activities and costs of the post. This is not precisely true of the two travel
items you now have before you this year but a start has been made in the
direction of keeping the two types of travel separate and distinct. It is our inten-
tion in future years to move all travel expenses, except purely local business
travel, from the vote for “Representation Abroad” to that for “Departmental
Administration”. g

Members will notice on page 114 under “Representation Abroad” a reduc-
tion in the item “Rent” from $335,400 to $290,250. This is accounted for, in part,
by reductions in rentals consequent upon the revaluation of currencies in sterling
areas and in certain South American countries and, in part, by our giving up
certain rented residences. A

A further reduction under “Representation Abroad” will be noticed on page
114, “Further amounts required to allow for adjustments in allowance scales”.

T should perhaps point out that the vote for this adjustment in allowances
last year was $275,000. This year it is $20,000.
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The allowances included in the estimates, however, are those in effect when
~ the estimates are prepared in the fall. They do not, therefore, take into con-
~ sideration any changes which may be effective on January 1 and continue
~ throughout the calendar year. For this reason, when we prepare the estimates
we ask the bureau what, from their preliminary studies, they would consider
to be a reasonable figure to include in the estimates to take care of adjustments
in allowances for the coming year. Last year, the bureau considered we would
need some $275,000 more to meet estimated increases in living costs; this year
the bureau believed that $20,000 would provide sufficient leeway for this purpose.

By Mr. Croll:

Q. While we are here that seems like a very substantial reduction. You
were there and you saw all of the offices some time this year—since the estimates
were made up—would you say that is a fair estimate of what is necessary?—A.
I think on the whole it has worked reasonably well. Of course, I only saw
the western European missions and I am not altogether satisfied that the esti-
mate made was adequate in all cases but, in general, my impression was that
it did not prove to be too bad.

Q. Other people may have other views on it but that was not my recollec-
tion, from speaking to the various people—who did not complain by the way.
In the main they found themselves in the hole as a result of the allowances
made in some countries.—A. We are, at the present time, making a careful
re-examination of this very difficult question of allowances. Of course, this
item that I am speaking of now is, as it were, a hedge against further increases
in the cost of living and that is its purpose. You are really addressing your
question to the more fundamental matter of whether present allowances are
a}(liequate in all circumstances, having in mind the cost of living throughout
the year.

Q. No, these are supplementary allowances?—A. This is an amount set
by the Bureau of Statistics which makes its complete examination by the 1st
of January. We have to prepare our figures in August. The August figures
clearly cannot be as accurate as figures prepared in January. We say to the
Bureau of Statistics in August “What do you think we are going to require in
addition? Will the cost of living be going up and if so how much?”’ A year ago,
in August, they said costs were tending to go up in all those posts and that we
had better allow $275,000. That was the figure we put in. Last August they
apparently came to the conclusion that costs were not rising so sharply and
they said that $20,000 would suffice. That is the idea of this particular item.

By Mr. McCusker:

Q. Do I take it that when they estimated that costs were going up $275,000
above what you allowed in making your estimates, then the next year you put
the $275,000 into maintenance of these posts, and this $20,000 is an additional
amount?—A. Do you mean that can we transfer it?

Q. No, but you increase it. Say that X equals the allowance you give posts
abroad for maintenance?—A. Yes.

Q. You found out last year that you required $275,000 more. Now does
X this year equal X last year plus $275,0007—A. Oh, I do not think so.

Q. Well, it depends on X?—A. That certainly would not be the calculation.
The committee will notice that the figure for allowances on page 114, higher
up in the column, is $1,131,637.

Mr. Bater: That is an increase over last year?

The WrrNESss: It is an increase over last year. The figure last year was
$1,079,000; but that increase is not obtained by simply adding on $275,000 to
the figure for last year. It is the result of a precise figure calculated last year.

&
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By Mr. McCusker:

Q. Well, if in the light of experience you found that you underestimated the
cost of maintaining your posts abroad by $275,000 this year, in putting in your
estimates for next year, you would provide for that?—A. That is perfectly true
but this has nothing to do with the actual maintenance. This is solely allow-
ances which are adjusted precisely in accordance with a calculation made by
the Dominion Bureau of Statistics on the 1st of January. id

Q. They are allowances provided for meeting unforeseen expenditures or
increased costs?—A. Increased costs of living—the actual increases. :

Q. Having seen that you underestimated two years ago you would provide
for it this year? You would try to arrive if you could, at some cost of living
index?—A. We would try to anticipate and adjust. 3

Q. This $100,000 is just another bit put in to cover the slack?—A. Yes,
based upon a calculation which the Bureau of Statistics gave us of what they
figured ‘the course of the graph would be in the various countries where we
maintain missions. '

By The Chairman:

Q. As you notice, Mr. Heeney is making a general statement. So shall we
follow the usual practice of having him make his statement and then ask our
questions afterwards?—A. I was about to draw the attention of the committee
to one last feature of the estimates, an increase in our grant to the United
Nations Association in Canada from $5,000 to $10,000. These features which I
have mentioned are merely those for which I thought some preliminary explan-
ation might be useful.

The CuamRMAN: Are you finished with your questions, Mr. McCusker?

Mr. McCuskeRr: Yes.

The CrARMAN: Now, Mr. Jutras?

Y

By Mr. Jutras:

Q. Mr. Chairman, I want to turn more particularly to item No. 82 which is
that of the International Joint Commission. I see there that the reference is:

To provide for preliminary studies and surveys of the mid-western
watershed re-vote.

This, to me, appears in rather general terms. However, the order of reference
is more specific than that. It is rather long, but the last paragraph of it is “to
conduct necessary investigations and to prepare a comprehensive plan or plans
of mutual advantage to the two countries for the conservation, control and utiliza-
tion of the waters under the reference and under the recommendation proportion-
ately thereof”. ,

Two years ago a question was brought up in the House to ascertain if the Red
River was included in that reference, and I understand that the then Secretary
of State for External Affairs said that it was. I would like to find out exactly
what we can expect of this International Joint Commission as far as this report
is concerned. :

There is some doubt as to the scope of the report. Now, what I would like
to know is whether this report would take in all of the control of the waters along
the Red River in the Red River Valley, whether this plan is confined mostly to
the United States, or whether it takes in control of waters in Canada?

I think'it is a fact, although it is assumed, that most of these waters come
from across the border from the United States; but there is no question that there
must be a substantial amount of water which also comes from Canada. Do this
Commission and this report relate to control of all the waters which are exclus-
ively Canadian which are added to the international water whlc.h is creating
this problem? It would be very very helpful to have this information because I
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think at the present time there is only the International Joint Commission which
~ is working on the problem. So I believe it is very important to know exactly
- what they are doing.

- If they are not taking in the whole of the picture, then some other agency
should be set up to work to take care of the other part of the picture. Everybody
is now most anxious to hear from the Commission at the earliest possible time;
and I wonder if the Under Secretary of State is in a position to give us an idea
of when a report will be forthcoming? And will he also keep in mind that if
there is to be too great a lapse of time before that report can be presented, would
it be possible to have an interim report, if they cannot possibly foresee the tabling
of this report in a fairly short time?

Again I repeat; the idea of this interim report would be to put everybody
wise, and to let everybody know exactly what phases it covers, so that if it is not
completed, it may be supplemented. I ask this question because to my knowledge,
and in my district—which takes in mostly all of the Red River from Winnipeg
to the boundary—I have never seen engineers or anybody going around making
a survey on the spot. So I wonder if actually it covers that part of it?

There is another thing which I think is most important at this stage. Is the
International Joint Commission responsible to advise the people in that area?
Here is the situation now. This flood has occurred. Most of these waters come
from across the international boundary at Emerson, Manitoba, in an originally
narrow neck of land, in a narrow space, and all these waters move up to Winnipeg.
I am speaking for the rural part south of Winnipeg. I suppose it was natural for
us to look towards the City of Winnipeg for guidance. I suppose it was natural,
with a big city like Winnipeg with 350,000 population, that the officials of that
city would keep in close touch with the movement of the water, and that we
should look to them to guide us.

But apparently they did not feel it was their responsibility, or they did not
have the means to ascertain or to judge the flow of the water. Surely there could
be and there should be somebody in authority such as competent engineers or
a body of experts who could study the flow of water and who could foresee or
predict—to use the word “predict”—the amount of water that would run
through the district and through the city of Winnipeg.

Since it all has to cross the -boundary, but there has been no special
guidance from any sources; and what I want to find out is: would that come
under the International Joint Commission? .I have my doubts about it, but it
is a thing which has to be clarified once and for all. Then, if we cannot look
to the International Joint Commission to give us warning, we shall have to
establish some other body which can give us ‘the warning because surely in
this year of 1950 with all our modern instruments, it should be relatively easy
for competent engineers to ascertain when the water is flowing north and to
prepare for that flow. The reason I raise the question now is that if it is
part of the responsibility of the International Joint Commission, the Commission
should have its engineers now in the field to make on the spot close studies of
the flow of the water.

It may be assumed that all this water flows down the river but it is not
g0. It does flow to a certain extent until it over-flows the banks; and once it
over-flows the banks, it spreads all over and its tributaries start to back up,
and there are cross currents, and the water acts quite differently. In some
places it rises, while in other places it falls; and then, instead of flowing north,
it starts to flow east in some places and in other places it starts to flow west.

I think it should be of primary importance for engineers to be there to make
a complete study of the flow of these waters at certain levels so they would be
in a position to issue warnings to the people concerned. In other words, they
should know what is going to happen so they can prepare for it. T must
say that in the very southern part of the province at Emerson, particularly,
we are just across the border, and we have received wonderful assistance and
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guidance from the American Army Corps of Engineers. They have been very
accurate in determining the amount of water which would reach Emerson;
but they did not go any further in Canada. Emerson is close to an American
town, Pembina. As a matter of fact, right in Emerson, long before the waters
ever came, when it was still perfectly dry in Emerson, the engineers came over
from St. Paul, and after making a few measurements and what not, and using
their instruments, the engineers took chalk and put a chalk mark on the drug
store building which is the building right in the centre of the town, three-quarters
of the way up the door; and they said to the people: “You get ready. This is
where the water will come”. f s

Now, the water actually came within three-quarters of an inch of that chalk
mark. These people in Emerson were at least ready for the flood. They moved
their belongings and their stock to that level because they knew by experience
that the engineers could foresee, and that they were pretty accurate in 1948, and
they could depend upon them. Surely we should be in a position to do that for
all the communities right up to the Lake, if it is feasible, or at least I think
very very strenuous efforts should be made to achieve it. And furthermore two
weeks ago there was a rumour about that the water would rise again. The
water had gone down quite a bit in Emerson; but there was a rumour that it
was going to rise again. So the mayor in Emerson wired the engineers in
Fargo and asked them about this rumour. He received a wire back: “Expect
another two feet”. And I think it is just about there now; it reached its peak
yesterday, and I think it will about reach the other two feet. It had gone down
11 feet, and some people in certain parts of the town had even cleaned their
houses and moved back. But as soon as they got the wire, they immediately
moved their furniture back to the second storey. Even the Red Cross head-
quarters had to be moved to higher ground; but they were prepared for the
extra amount of water. It is a great advantage to know ahead when there
is a storm coming up.

Today there is a weather bureau which tells us, let us say, that a tornado
is moving up to a certain area and everybody prepares for it; and there seems
to me to be good reason why we should know, and why there should be some
authority provided to tell us. Our floods come from the south and they have
to be received up north. This responsibility has to be placed somewhere. So
1 was wondering, in view of it being international water, if it is not the responsi-
bility of the International Joint Commission? What are they doing about it?
That is most important, apart from the other report. Maybe the Under
Secretary of State could give us some information. Maybe he could get
someone from the Commission to come and give us some information. Tt is
rather urgent, and in that respeect, if studies were made now, they might be
in a position to forecast the flow in future years. I think it should be done
now while the water is flowing: or, if they cannot do it themselves, they should
contact the people in their various organizations on the spot to make accurate
readings, and later on with all this information, they would really know
how the Red behaves.

Mr. Frasgr: Mr. Chairman, is it within the power of this committee to
call a member of the International Joint Commission?

The CuamrmaNn: We shall have to get information.

The Wirness: I shall be very glad to get in touch with the International
Joint Commission, Canadian Section, at once and see what information I can
obtain from them as to their relationship to this matter, and in relation to any
particular study or studies in connection with the Red river. ;

So far as the second part of Mr. Jutras’ question is concerned, it is my
understanding that the International Joint Commission is a body _set up py
legislation in the two countries concerned for the purpose of making joint studies
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~ of certain problems connected with boundary waters; and that they have not
~ themselves an executive staff to perform the kind of function which Mr. Jutras
- referred to in the second part of his question.

The International Joint Commission make recommendations as a result of
their joint examination of joint problems, and it is upon those recommendations
that the governments are able to act. However, I would prefer not to ad lib but
'~ rather to see what information I can obtain and have a statement of some kind
prepared for the committee at its next meeting. :

Mr. Jutras: Mr. Chairman, I really did not have it in mind that the Inter-
national Joint Commission should have personnel or an office set up to advise
people. But they possibly might have the responsibility of passing information
on to local authorities such as the Drainage Engineer of the Province of Manitoba.
Here is the problem: if the Drainage Engineer of the Province only makes a

study of the southern part of Manitoba, he will have a lopsided picture, and he
can never foretell anything. He must go beyond the boundary. Should there
be a special commission established between the two governments for that pur-
pose, or should it be a function performed by the International Joint Commission
.~ —and if it is not, well there might be the possibility of getting this new function
added to the International Joint Commission.

Mr. McCusker: I think this is a problem with which the government of
Manitoba is quite concerned at the present time and I think they will probably
be advising upon it. However, they are there and they have their engineers and
they will kno¥v their requirements following this flood, and I would imagine they
would deal with this problem there more efficiently than this committee could.

Mr. CoupweLL: Does it not come under the Federal Transport Commission
as well, because the Red is a navigable water?

The CuARMAN: It comes under item 84, that is, the International Joint
Commission.

Mr. Jurras: Mr. Chairman, the order of reference of the International Joint
Commission is issued by the Department of External Affairs right here. This
commission will be guided by the order of reference. If you do not refer the
problem to them, they will not study it. There is no problem connected with it
as far as that particular angle is concerned. The application, I agree, would be
by the province to take the lead; and the province is represented on the Inter-
national Joint Commission.

The Wrrness: Mr. Chairman, I understand that there is before the Inter-
national Joint Commission at the present time what is known as the Souris Red
River Reference. The only note I have on it is that investigations are progressing
and that the fourth Progress Report was to have been presented at a meeting
last April at Washington.

By Mr. Low:

_ Q. Of what year?—A. This year. I think I had better refer to the Com-
mission and then I will be able to report to the committee at what stage their
investigations are; I shall also attempt to obtain from the Commission the
answers to the other portion of the question which Mr. Jutras has asked.

Mr. Graypon: T am not familiar with the procedure which normally is
followed with regard to a river which is both international in character as well
as navigable, such as the Red. But it seems to me that from past experience of
over-flowing and flooding on the Red River, something should have been done,
~ surely, before this in connection with it. It seems strange, of course, that our
- democratic system works so slowly that it raises great anxiety and great
impatience on the part of the public; and it seems to me rather ironical that there
should be a report for study in Washington while the Red River is over-flowing




146 STANDING COMMITTEE 2%

Mr. Jutras’ riding, and the city of Winnipeg. That is the ironicgl part in things
of this kind. How often we lock the door after the horse has Zeen stolen; but
perhaps you cannot use that saying in the case of a river flooding. But neverthe-
less, I feel that the metaphor is still there.

In the Province of Ontario where we have had some pretty bad floods there
has been set up a statute, known as the conservation statute whereby the muni-
capality and the province—and they were hoping that the Dominion would enter
into it, but they have not done so up to the present time—whereby a conservation
authority was set up by joint arrangement of the municipalities involved and the
province for the purpose of flood control and diverting rivers. They are taking
care of just this kind of emergency on a smaller scale. The committee will
remember, of course, some of the tremendous damage which was done by the
Grand River in earlier days. I am not suggesting that some damage still is not
done by the Grand Rover, but today the damage has been reduced to just about
the irreducible amount having regard to the circumstances. That was accom-
plished by modern scientific means. This flood is not something which just
happened; I believe the people in the Red River Valley and the International
authorities surely must have had in mind that it could happen at any time. But
I suppose when the flood has receded and when peoples’ thoughts are perhaps
off the victims of the flood a little more than they are now—because people are
not thinking very clearly; their interest lies entirely in the poor people who have
suffered such damage, inconvenience, and discomfort in this flood; I suppose the
people have not had a chance to think it out at all—but when it is over, there
will be some recrimination against those who were responsible for it, because it
is not as though warnings and cautions have not been given.

Here it is a question of whether it is the International Joint Commission
which has the responsibility for looking into these matters. Certainly warnings
have not been heeded and this great damage has come. Surely with our engineer-
ing and scientific facilities now, something should have been done to save this
part of Canada from such an appalling catastrophe.

Mr. CorpweLL: These waters ‘mainly originate on the United States side of
the line. I noticed on Sunday night when President Truman was speaking that
he said he had visited the Fort Peck dam in Montana on the Missouri. The
country there is more rolling than the Red River country; so in order to control
the floods they created a lake having a shoreline of some 1,600 miles.

President Truman referred to the Fort Peck dam and the Missouri flood
control and he referred to the floods in other parts of the country, without
naming the Red River, where something similar might be done. It seems to me
the big difficulty is that there are no valleys, no places that you can dam as
you can in Montana, although it is fairly flat where the Fort Peck dam is. I
went down to see the Fort Peck dam several years ago.

It seem to me that it is an international problem and that the two
governments, Canada and the United States, will have to take steps to meet this
situation. I do not know to what extent we alone are involved in Canada.
There is some suggestion, of course, that if the watercourse from Emerson
north to the river were cleared in some way or deepened and the mouth
opened, there might be some helpful effect. I am doubtful about it because, if
my information is correct, the drop from Winnipeg to Lake Winnipeg is only
about 74 feet to 75 feet, which means there is practically no flow. It seems to
me that it is largely an international problem.

Mr. Jutras: Our friends to the south have been doing everything they
could to be helpful to us. They now have $17 million to spend on the Red
River and they have spent about $2 million. But even their best experts say
that after all this money has been spent it will have no effect really on a major
flood of this kind, and that there does not seem to be any way of preventing
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?such a flood. However, there is the possibility of checking minor floods such
~as that of 1948, and there might be a possibility of checking this one down a

| the last few feet which do most of the damage to property. But there does
| not seem to be an absolute solution to the problem.
I am not an engineer, but it seems to me something could be done. Also
" in Canada there is water coming down from the Pembina hills which, if it were
.~ held back, would relieve the situation to a certain extent, but to what extent
' I do not know. That would have to be ascertained by engineers. But as
far as damming the river is concerned, there is not much chance of damming
" it at the moment. If it were dammed, it would only spread all over the
country. If the United States put in a dam at Emerson it would probably
check the water, but the whole countryside in the States would be flooded.
' Mr. Graypox: I think that this is a proper subject for an International
~ Red River authority such as we have within the Province of Ontario in a
smaller way. I would hate to think that science with all its modern devices
could not find some way at least of alleviating conditions there; and I think it 1s
too bad that it has not been dcne before this.

1f the International Joint Commission is to show its usefulness, I think it

ought to have, before now taken in hand a situation as important as this,
~ and one which has now caused so very much damage. Because, after all,
these organizations are not set up just for the sake of formality but rather to do
a job. And it seems to me we should not have to wait until after millions and
millions of dollars of damage has been caused to people in this country. We
should not have to wait until that kind of damage is done, and until the
signal is given to the International Joint Commission to go ahead with the
problem. That is what annoys me most about it, and I do not mind saying so.
- I think these are kinds of things we should not have put before us.

The CHalrMAN: There was mention made by a member of the committee
that we should have an engineer of the International Jointt Commission appear
before us. I believe we could have that done, if we wished.

Mr. Fraser: You would have to have a member of the Commission.

The CuHARMAN: A member of the Commission?

Mr. Jurras: I was just suggesting somebody in the department. I was
trying to make it easier for Mr. Heeney by suggesting that we might have
somebody from the department who is fully conversant with the problem, and
that it might save Mr. Heeney a lot of trouble.

The Wirness: We shall have to refer to the Commission itself. The
Commission itself operates its own affairs, and its relationship to the depart-
ment is the normal constitutional relationship where the Commission reports
through the department, and the spokesman for the Commission in parliament is
the Secretary of State for External Affairs. The Commission does its own
executive work. The legal division of the department does assist the Com-
mission in the formalities connected with references, and the department is the
normal mailbox through which applications for references are made. I am not
trying to avoid responsibility in any sense, but the committee will recognize
that it is a body set up for technical studies with which the department itself
has no intimate concern.

Mr. Graypon: It would be beyond any question of doubt that we have the
right to call anybody we want from the International Joint Commission, because
before we vote this money in parliament we have the right to know what the
commission is doing for the money it is getting; and I should think there would
be no question about our right to call anybody who happens to be a Canadian.
We cannot call anybody who is the representative of another government, but

~few feet. That would be a good thing, because, as every member knows, it is
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certainly we could call any Canadian representatives there are. It seems to me,
in view of the great and keen interest in the Red river situation at the moment,
that we should call such a representative right away.

Mr. Crorr: 1 support what Mr. Graydon has to say but what is concerning
me at the moment—and I do not know the country as Mr. Jutras and Mr.
Coldwell know it—but there was a small flood in 1948. Now, in the light of that,
I would like to know what the commission has done since 1948?

Mr. Graypon: It has been flooding since 1826.

Mr. CroLr: I am concerned with the matter now.

It seems to me that we ought to have someone from the commission appear
and put us in the picture completely. This is the appropriate department to deal
with the matter and I think it should be left to the under secretary to bring
before the committee the appropriate officials.

Mr. Bater: May I ask Mr. Jutras whether or not there has been any increase 1
in lumbering operations at the source of the Red river.

Mr. Jutras: I would not be in a position to say that. At the source?

Mr. Fraser: Yes. It goes 200 miles inside the United States.

Mr. McCusker: It is not a forest country.

Mr. Jurras: There may have been brush removed, and what was prairie
may now have been broken.

Mr. CoLpweLL: The country is as flat as this table. 1

Mr. Fraser: Yes, but you say that the brush and scrub might have been
taken out in the last few years.

Mr. Jurras: I do not know.

Mr. McCusker: It is not a matter of dams or water storage, it is a-matter
of channels to carry the water off and protecting the towns along the way.

Mr. Bater: What is the length of the Red river in the United States?

Mr. Graypon: Had we not better get some real experts? I know we have
some very good ones here but perhaps we had better get some others.

The CuamMman: I understand the mood of the committee is that we will
request the Department of External Affairs to bring one of the high Canadian
officials of the International Joint Commission. Is that agreed?

Agreed.

Shall item 64 carry?

Mr. Fraser: No, no.

The WirnEss: Before the committee begins the detailed examination of the
votes perhaps I should have passed around the document about which Mr.
Fleming asked a few minutes ago—the breakdown of expenditures. _

This analysis is in the same form as that presented to the committee last
year but I have this one caveat, however. Column No. 2 is called “estimated
expenditures for the twelve month period”, for the reason that that total figures of
expenditures for the twelfth month have not come to hand yet from some of the
missions. Therefore the word “estimated” has to be used. For p.ract\lcal pur-
poses, however, I think the committee will find the second column as it now stands
comparable to the second column in last year’s analysis.

The CHAIRMAN: Are there any questions on the statement?

Mr. Fraser: Yes, Mr. Chairman. Under travel and removal, are the min-
ister’s travel expenses included? I mean his trips out of the country?

Mr. Crorr: What is that?

Mr. Fraser: Under administration, on page 4 of the breakdown.

The Wrrxess: Your question is directed to page 113, travel and removal.

i e uised P el b il
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By Mr. Fraser: i
Q. Yes, and to page 4 of the sheet you have handed us?—A. The travel
and removal item on page 113 would not inelude ministerial travelling expenses.
If I may go on to the item travel, under “Representation abroad” which appears
in the detail on page 114, travelling expenses there would include travelling
expenses of the minister when he attends international gatherings or when in his
capacity of Secretary of State for External Affairs he goes to international
meetings of any kind.
Q. That is the $80,2007—A. We are asking for $80,200 this year.
Q. Last year the figure was $135,000. Have you a breakdown of that?
—»A.1 We have the estimated expenditure in a document you have just been
handed. ‘
Q. The only one I can see is on page 4—A. We have not got the actual
expenditure on travelling expense under “Representation abroad” yet. We will
give you what expenditure we have under that item. Expenditure under depart-
mental administration is on page 4 of the analysis.
Q. Yes, I have that here.
Mr. CroLL: Vote 64 with which we are dealing now, departmental admin-
istration, shows an increase of $90,000. That is the sort of increase which would
appear to be with us from now on—perhaps it will be an increase from now on—
as against these decreases we have had which have come to us rather by chance.
In the main to what is that particular increase due?

The Wirness: T would say immediately that the larger part of that would be
normal statutory salary increases—but I would like to check that. If the com-
mittee will look at page 4 of the analysis it will be observed that the expendi-
ture there was in excess of the printed estimates last year—the figure being
$504,000 estimated expenditure for that fiscal period as opposed to $421,000 in
the estimates. That illustrates the process which I said is going on regularly as
the service matures. Statutory increases under the civil service regulations
accrue on certification of efficiency and good conduct; the tendency, as time
goes on, is for the salary vote of necessity to be increased.

By Mr. Graydon:

Q. May I ask the deputy minister how this postage figure is arrived at. I
understand that departments, according to the post office, do not have to pay any
postage?—A. The largest part of that has to do with the courier service and the
bag service abroad. ,
Q. Your courier service is set out.—A. Not courier service; this is for the
carrying of the diplomatic bags to our various missions—that is just part
of that vote.

_ Q. Why would that be called postage?—A. It should perhaps more appro-
. priately be called carriage. It does not mean stamps. ‘
Q. You have here freight, express, and cartage—on page 47—A. Yes, $8,000.
Q. That is a relatively smaller sum as compared with that of postage.
—A. That is the moving of furniture and that sort of thing.

Mr. Bater: What is there in “travel and removal expenses”—the item under
postage?

The Wirxess: That is the moving of an officer and his family and goods
‘z}nd chattels from one point to another or from a post abroad to headquarters.
Freight, express and cartage” is the moving of furniture and baggage and
that sort of thing from one place to another. Carriage of diplomatic mail
would be a more accurate description than “postage.” This does not mean
postage in the sense that it is $200,000 worth of stamps.

Mr. Graypon: Is it just mail that goes in those diplomtic bags?
62240—2
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The Wirness: Despatches, memoranda, and papers of that kind.
Mr. Stick: It seems to me that a cost of $250,000 is rather high just for
shuttling people around. That is a quarter of a million dollars?
The Wirness: Last year we estimated a figure of $250,000 and expenditure
g’as' $207,000. We are estimating this year for $245000. It is an expensive
usiness.

By Mr. Fraser:

Q. When one of your people is moved from one country to another, taking
his chattels with him, do you have to refurnish the place so that it will be ready
for someone else to step into? What do you do in those cases?—A. The situation
differs. For the head of a mission we provide furnished premises. For other
officials and members of the staff we do not provide furnished premises. Those

people are required to bring furniture with them or to acquire furniture at
i

the new post.

Q. Is there a set allowance in the case of these movements? What would
be the cost of a move from say France to Australia?—A. We provide the actual
cost up to a stated ceiling.

Q. This is what I am getting at. Is there a ceiling on it, or is it so much
a mile?

Mr. Hemsuey: It varies according to the grade of officer and the cubic

content of the chattels—up to a certain specified maximum.
Mr. Fraser: You allow them to take so many tons?
Mr. HemsLEY: So many cubic feet or pounds.

By Mr. Graydon:

Q. May I revert back to postage. I am not very clear about how this
procedure is carried out. I take it from what the deputy minister says that this
amount of $200,000 in the main estimate for postage in 1950-51 all goes to the
post office?  Does that all go to the post office; how are the accounts made out;
and how are they paid?—A. I will answer that in general and I will ask Mr.
Hemsley to answer in greater detail. Much of this is carriage by air bag.
Our diplomatic mail goes by air bag and by sea bag and on the ground. By
far the most expensive means of transportation is the air bag but it is necessary,
as the committee will understand, to send much of our material more rapidly
than normal sea or ground transport will allow.

We have recently tried to cut down telegrams. That is also a very costly
part of our operations, and we have encouraged heads of missions abroad and
we have directed officers in the department to use the air bag in so far as they
possibly can instead of cable.

Mr. Low: That is sort of an air express?

The Wrrness: T.C.A. carries it across the Atlantic.

Mr. HemsrLey: T.C.A. carries it across the Atlantic and their charge for
so doing is now $5.32 a pound.

Mr. Graypon: $5.32 a pound?

Mr. HemsLey: Yes. To give you other figures, the rate to Tokyo is $10.94

a pound; to Canberra—and the British move it from London—the total cost is

$18.95 a pound; to Pretoria the cost is $12.54 a pound; to New Delhi the cost
is $11.18 a pound. That is roughly the way in which the poundage is
calculated.

Mr. MacNauGHTON: Is that a substantially lower rate— is it less than
average?

':
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A Mr. HemspLey: It is less than the letter rate, yes.

% ~ Mr. Graypon: Do you get an account from the Post Office Department each
 month?

Mr. Hemsrey: We get our account from T.CA.

Mr. Graypon: You do not pay the post office. I understood this was postage,
but this is not paid to the post office at all?

Mr. Hemsuey: No, I would suggest that the carriage of mail would be a
better word.

The CuamrMAN: Mr. Heeney said it was the carriage of diplomatic mail.

Sl
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By Mr. Graydon:

Q. May I ask Mr. Hemsley this one thing. At the rate of $11 a pound
I suppose there is a very careful scrutiny of what is included in those bags
from time to time? You would not want to be sending too many Canada Year
Books in the bag to New Delhi?—A. Mr. Heeney, that is a matter to which
we give very careful scrutiny. As Mr. Graydon has said the rate is very
high and this is an expensive item. The committee may be quite sure that we
watch this most carefully. Things like the Canada Year Book are not carried
in the air bag. ~
Q. Do you use a lighter type of envelope and stationery for your air mail?
—A. Yes, sir.
Q. That cuts down your expense considerably?—A. Yes, it does materially,
over the long run. We use the normal type of air mail paper.
* : lV}I)l:? Low: How about the bags themselves—are they modelled specially for

the jo
The WirNess: They are the normal air diplomatic bag which'is in common
use for this same purpose.

Mr. Hemsiey: Of special design.

1 Mr. Ricuarp: It is not unusual for a department to include postage in its
- estimates? ;

The Witness: That is perhaps misleading.

Mr. Graypon: I am just an innocent inquirer. I would like to know, when
- the post office complains that other departments get service from it for nothing,
' why it is that the departments charge these amounts? It is a simple matter of
- answering. I am not seeking to confess the situation but it does seem to me that
- one or the other of them ought to revise their statements.

. Mr. Low: If this were called express and carrying charges it would be a
~ different matter?

. The Wirness: I would suggest that the carriage of diplomatic mail would be
more precise.

' Mr. Graypon: That item then would cover everything that is under this

~ figure of $200,000?

The WitnNess: Yes, sir.

A Mr. Graypon: That satisfies me but you can understand why I might direct
the question when it says “postage”, and I do not think that is a proper term.

Mr. Bater: There is an item temporary assistance, $814,000. Do I under-

- stand that you have a lot of employees in the department who are not on the

- permanent staff?

f The WrTNess: Yes, sir. I do not know the latest percentage of those who are

~ permanent, but we can get that figure for the committee in a4 moment. It will be

- observed by the committee that the proportion of permanencies to temporaries is

622402}
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tending to change as more permanencies are granted and as temporary employees
qualify under the civil service regulations for permanency. Well over 50 per cent

of the employees of the department at the present time are temporary.

By Mr. Noseworthy:
Q. Did you say 50 per cent?—A. I will get the actual figure in a moment.

Q. You will notice that the estimate for temporaries is- higher than the
estimate for permanencies?—A. Yes, sir, we have more temporary employees than

permanent employees.

Q. Why is it that the full details are given for permanent employees but no

breakdown of the details is given with respect to temporary assistance—an

amount more than that required for the permanent employees?—A. I do not

know that I can answer that except by an inadequate answer to the effect that
it has always been done in the estimates for all departments. I suppose the idea

was originally that they were temporary in a more literal sense than they are

now. I can obtain full details for the committee, if it is desired.
Q. Here is a lump sum of $800,000 without a single item of detail?

Mr. CoLoweLL: What periods of time do these temporaries serve—what is
the longest period? Would it be five years, or ten years, or six months?

Mr. Moran: There are qualifications which a person must have before he is
eligible for permanency and then each department has a quota set within which
permanent appointments may be made. The quota for our department, for ex-
ample, is 85 per cent. Our figures show that we are moving towards that and
making some progress.

Mr. CorpweLL: There are a number of temporaries who might become
permanent—

The WirnEss: I may say a word to permaneney. It is the administrative pol-

icy of the department to move into ‘the class of permanent employees all of those

who have qualified, and to encourage all employees to qualify for permanency,
as rapidly as they can do so. We are still a long way from the full quota which
is set but we can only move as quickly as the Civil Service Commission and the
Treasury Board allow us, and as our employees meet the qualifications set down.
The committee may be interested in being reminded of the qualifications which

govern this matter for all departments of government. An employee, in order to

qualify for permanency, must have given continuous satisfactory esrvice for at
least one year; have passed the necessary qualifying competitions and examina-
tion; and his name must have been included amongst those on the eligible list
which is kept by the Civil Service Commission and which is set up in order of
merit.

By Mr. Coldwell:

Nt e, s Sl s gl

Q. I was going to ask, Mr. Heeney, how many persons there are who have
been in one year, taken the examination, the necessary qualifications, and who

are not yet on the permanent, list?—A. I would have to obtain that information.

Q. In all departments there are a number of people that have been employed
for a long time, according to my observation, who have taken the examination,
qualified, but seem to remain on the temporary list almost indefinitely. I cannot
understand that.

Mr. Moran: I would say that a comparison of last year’s figure Wit}.‘l th_is
year’s figure would indicate that we are pushing ahead with permanencies in
our department. As the under secretary has pointed out, there is a situation
common to all departments that prevents a person who is qualified in most re-
spects from becoming permanent—that is the lack of overseas preference.

——
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, Mr. Ricuaarp: Those who are appointed and have qualified since 1939 but

~ who have had no overseas service cannot be made permanent until the govern-

~ ment changes its policy.

.~ Mr. Morax: We are categorizing our people and one of the categories con-
~ tains those who have qualified but have no veterans preference. Until the present

. regulations are amended it will be impossible to make them permanent.

f Mr. NoseworTHY: Could we have the number of permanent employees who

~ left the department last year—retired or left for other reasons; the number pro-

- moted from temporary to permanent—

Mr. MoraN: The total number of those permanent is 397; temporary 108.

Mr. NoseworTHY: How is it then that the estimates for temporary assis-

tance are greater than those for permanencies? :

Mr. Morax: I have not finished with the figures. Permanent appointments,

'~ 397; those remaining temporary, 447; and the number whose names and recom-

. mendations have gone forward for permanent appointment, 108.

" Mr. NosewortHY: Those latter ones are still temporary?

. Mr. Moran: They are now in the mill, moving towards permanency. We
. have put them in a special group.

iy Mr. CoLpweLL: Supposing that a fully qualified young man entered the
. service in 1947 from one of our universities, having been too young to serve in

. the forces, would he be debarred from going on the permanent list?

Mr. Moran: Yes, at the present time.

& Mr. CorpweLL: He could not qualify as a veteran in any event, and his
. qualifications are necessary to the department, yet he is debarred from becoming
‘a permanent appointee?

- Mr. Morax: The Civil Service Commission should more properly speak on

this but I understand, for the very reason you have given, that the present
" regulations are in the process of amendment. We have now passed the period
| when the veterans preference is a predominant factor.

i Mr. Jurras: Is it not the fact that in cases where there is an exarmination
. and there are no veterans who qualify, and if a non-veteran gets the job there
. is nothing to prevent him from getting his permanency because the examination
has taken place and there were no veterans who qualified?

The Wrirness: That is correet. It is only where there is a qualified veteran
that there is in fact a preference. If the eligible list consists altogether of non-
~ veterans, as I understand the question, then there is nothing to prevent per-
.~ manent appointment being made.

Mr. Jutras: In actual fact I do not think you will find any case where you
- cannot make a man permanent except where a veteran has not had an oppor-
~ tunity to write an examination. I do not think there would be any of those
- cases left at this stage. The situation existed for a year or so after the war in
relation to men taken on during the war who could not be made permanent
~ because veterans had not yet had an opportunity to compete for the job. That
\ situation was eliminated during the first and second year when just about all
examinations were carried out. If a veteran came up and qualified then those
- men taken on during the war had to leave or to make way for the veteran. That
~ was the purpose of the Act. However, if a man writes an examination and no
- veteran qualifies, the civilian gets the job.

Mr. CoLpweLL: And can be made permanent.

: Mr. Jutras: Yes, there is nothing to prevent him being made permanent.
‘t The veterans preference has been taken care of because the examination has

|
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The Wirness: There is not, in effect, a preference in the case to which Mr.

Jutras refers.

The CaamrMman: Does a person who has qualified and met certain conditions

but has to remain temporary lose any salary?
The WrrNess: No, he is being paid.
Mr. CoupwerL: What about superannuation?
The WirnEss: Superannuation does not apply at all.

Mr. NosewortHY: Can you give me the answers to my other question of

how many have left permanent service during the past year and how many have
been promoted from the temporary classification?

Mr. Moran: No. We can get that figure; we do not have the figure avail-
able here. :

The Wirness: We certainly can obtain the figure. Do you want the number

in the permanent category who have left the department?

Mr. NoseworTHY: And the number promoted from the temporary category

during the year.
The CHAIRMAN: Mr. Leger has the floor.

By Mr. Leger:

Q. Mr. Chairman, could Mr. Heeney tell us if the Veteran’s Preference

applies?—A. In regard to promotions?
Mr. Moran: No, it does not in regard to promotions.
Mr. Lecer: Has he a preference?

Mr. Moran: No. Promotions are made upon merit. I think there has been

some slight confusion here. There is a difference between appointment to the
Civil Service and permanency in a position. The writing of examinations in

competitions, has to do with people obtaining appointment to the Civil Service

but permanent appointment after entering the Civil Service might not come for
some three or four years.

By Mr. Jutras:

Q. The question of permanency is not, so to speak, controlled by the |

Veteran’s Preference. It does not affect it to that extent?—A. Where there is
no qualified overseas man.

Q. That is for appointment, and it follows automatically if he is appointed?

And if he is a civilian,—the way I understand it—this question really belongs
to the Civil Service and not to the Department of External Affairs. But there
is an examination and if the veteran qualifies, then he gets the job. If a civilian
gets the job, because there is no veteran who has qualified, he is appointed” and
in due course he gets his permanency and the Civil Service has nothing to do
with it. The Veteran’s Preference does not affect a permanent appointment n
that case.

Mr. McCuskEer: Are these figures for the 952 assistants all together? Some
are permanent, some temporary, and some on move; that covers the entire service
not just those employed at Ottawa?

Mr. Moran: That covers the entire service of Canadians. But in addition
there are locally engaged personnel.

By Mr. Leger: :
Q. You are sure there is no more preference after he has the appointment?
—A. It does not affect promotion but only permanency.
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By Mr. Coldwell:
Q. All the locally appointed people are temporary ?—A. Surely.
Q. And they are not entitled to pension?—A. No.

By Mr. Fraser:
Q. Under the heading of Publicity and Information, is it not correct that
some few years ago after the war this department was supposed to be the informa-
tion and publicity bureau for the whole set-up of the government?—A. Abroad,
yes.

Q. Abroad?—A. The information work which is done under the auspices of
the Department’s Information Division abroad does not relate exclusively to the
Department of External Affairs.

Q. It covers what?—A. It covers the government—I do not mean that other
departments do not undertake information activities abroad. The Department
of Trade and Commerce does do some work, and that is, as I think the Minister
said at one of the earlier meetings of the committee, co-ordinated with our
Information Division’s work abroad. But generally speaking the answer to that
question is: yes; information work done by our department abroad is general
work for the government of Canada.

Q. Have you got a list of the different publications which your department
puts out?—A. Yes, sir.

Q. Could you tell me where they are sent to and what they are used for?—
A. Appendix F of the Annual Report of the Department for the year 1949 sets
out the publications of the Department of External Affairs. There is in the
first place the monthly bulletin, “External Affairs”. Secondly, there is the Annual
Report itself. There is, thirdly, the volume entitled “Canada, from Sea to Sea”,
which is the illustrated booklet to which the minister made reference. Then
there is what is known as the “Conference Series”.

Q. Where does it go?—A. These are reports which deal with the proceedings
of certain international conferences in which Canada participates. Then there
is the “Canada Treaty Series”, which give the text of international agreements
concluded by Canada; and there is the volume entitled “Canadian Representa-
tives Abroad and Representatives of Other Countries in Canada”. There is
“Diplomatic and Consular Representatives in Ottawa”, and there is in addition
certain mimeographed reference material of which some distribution is made
abroad. Then there is the “Canadian Weekly Bulletin”.

Q. That is the one which I have here—A. It reprints certain articles and
certain statements. I have a more complete list. As I understand it, what
Mr. Fraser would like is the publications. By that you do not mean only the
printed material?

Q. I mean what you are sending out to your different embassies and
also to people in Canada. What I am referring to is Statements and Speeches,
a mimeographed 8 page affair. These come in quite often. This is one here.
It is dated April 24. There is another one here dated April 29. They are
speeches by the minister.

Mr. Lecer: And they are very good.

By Mr. Fraser:

Q. They are very good, but I wondered if that sort of thing is not covered
by the newspapers in this country?—A. That is produced primarily of course
fpr use abroad, as all this material is. I think that in addition to any distribu-
- tion abroad, people who ask to have their names on a list, such as the
1 members of the Houses of Parliament, are sent copies.
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By Mr. Macnaughton.: ,

Q. If they request it?—A. I am not quite sure in the case of Members of

Parliament whether they get them automatically or on request. b

Q. Mr. Fraser does not have to receive those speeches if he does not want
them, does he?

By Mr. Fraser:

Q. No, I do not have to receive them; but I am trying to find out if it is
necessary that these should go out. I want to find out if this is money well
spent or poorly spent. That is what we are here for. And I wondered where
this Weekly Bulletin went to.—A. That is primarily designed for the use of
our missions abroad, as is the Daily Bulletin Canadian News.

Q. And on top of that you have a monthly?—A. No, sir. We have a
Daily Air Mail Bulletin and a Canadian Weekly Bulletin, but there is no
monthly news sheet.

Q. That is weekly?—A. Yes, sir; it is primarily designed for the use of
our own missions abroad and for their information, as well as for the use of
anybody anywhere who asks for it and who seems to have the right to have it.

Q. And the cost of it is included in your publicity and information?—A.
That is right.

Q. Would it also be included in your printing and stationery?—A. No,
It is included in the former.

By Mr. Noseworthy:

Q. Is there a wide circulation of the minister’s printed speeches in Canada?
—A. I cannot answer offhand.

Q. I think the speeches of the minister should be distributed to Members
of Parliament so that we may keep track of what the policy of the government
is.

Mr. Fraser: Here is one which was given to the Chamber of Commerece
in Hamilton. Here is another one made to the Montreal Reform Club.

Mr. MacNAvGHTON: Mr. Chairman, I think it is only fair to say that
those speeches are not political speeches per se. They are statements of policy
and they serve a very useful purpose, for example, in the total cold war that
we are supposed to be fighting at the moment, in explaining what the attitude
of the government is. I do not think anyone would charge that any of those
speeches—particularly the one delivered before the Reform Club, where I was
present—was a political speech. Of course, they may be said to be political in
the sense that they defend democratic principles which I am sure all of us
would certainly approve.

Mr. NosewortHY: Mr. Chairman, who are we questioning? Officers
of the department or members of the committee?

Mr. MacNvavGcHTON: It is only fair to state that those speeches are not
political speeches.

The CuamrMAN: Order! I do not want to curtail discussion, and I think
so far we have done fairly well.

Mr. Fraser: I brought the matter up and I would like to know whether
it is wasting money or whether it is polities. As for the speech which was
delivered to the Reform Club, someone might say it is not politics.

Mr. MacNaucHTON : Have you read it, Mr. Fraser?

Mr. Fraser: Oh, yes.

The CuamrMAN: Personally, I always agree with Mr. Graydon and the
official opposition when they want more and more information.
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Mr. Fraser: I quite appreciate that, Mr. Chairman, and you have been

 very co-operative. I was asking for some information and somebody tried to

- stop me.

- selection so far as the department is concerned attempts to be a selection of
 statements and speeches and it is not by any means confined to the minister’s
- speeches. It includes many others which are related to the development of
- Canadian policy and to international affairs.

By Mr. Fraser:

f Q. I have one from the Prime Minister, one of his speeches.—A. I know.
. There are some by the Prime Minister. 4

‘ Q. I have brought it to the attention of the committee and I think it should
~ have been brought to the attention of the committee.

The CuArMAN: I would like to have the speeches of Mr. Low, Mr. Coldwell
~ and Mr. Drew as leaders of their parties, printed by the government and distri-
buted as widely as possible. I think it would be a good thing to do.

Mr. CorLpweLn: Provided they were non-political. Of course, all my
| speeches are non-political? ;

By Mr. Bater: a

Q. Do I understand that we can get these speeches by signing a requisition?
I have never received one—A. A request has to be made, actually for you to be
. put on the mailing list for this particular series of “Statements and Speeches.”
. That is true generally speaking for all information matter in Canada. It is
only sent when there is a request. But as to this series it is an attempt to

- select speeches of significance on international affairs. That is the purpose of

the exercise.

‘ Mr. Fraser: I feel that each member of the committee should receive those
. publications so that the members will know what is going out.

Mr. GavrHiEr (Portneuf): If they so wish.

. Mr. Fraser: Yes, if they so wish. But I feel they should know what the
~ department is doing. They are on this committee and that is why