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ORDER OF REFERENCE

Extract from the Minutes of the Proceedings of the Senate, Wednesday,
January 26, 1966:

“The Honourable Senator Bouffard moved, seconded by the Honourable
Senator Hayden—

That the Standing Committee on Finance be authorized to examine and
report upon the expenditures set out in the Estimates laid before Parliament for
the fiscal year ending 31st March, 1966;

That the said Committee be empowered to send for persons, papers and
records and to sit during sittings and adjournments of the Senate;

That the evidence received and taken at the preceding session be referred
to the Committee; and

That the quorum of said Committee be reduced to seven members.

After debate, and—
The question being put on the motion, it was—
Resolved in the affirmative.”
J. F. MacNEILL,
Clerk of the Senate.

23453—1}
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MINUTES OF PROCEEDINGS
Wednesday, February 2nd, 1966.

Pursuant to adjournment and notice the Standing Committee on Finance
met this day at 10:00 a.m.

Present: The Honourable Senators Leonard (Chairman), Aird, Aseltine,
Baird, Beaubien (Provencher), Belisle, Burchill, Croll, Flynn, Gelinas, Grosart,,
Haig, Hayden, Isnor, Kinley, McCutcheon, Methot, Molson, O’Leary (Anti-
gonish-Guysborough), Pearson, Phillips, Pouliot, Quart, Reid, Smith
(Queens-Shelburne), Vaillancourt and Yuzyk. (27).

On Motion of the Honourable Senator Aseltine it was RESOLVED to report
recommending that authority be granted for the printing of 800 copies in
English and 300 copies in French of the committees day to day proceedings.

On Motion of the Honourable Senator Burchill the Honourable Senator
Molson was elected Deputy Chairman.

On Motion of the Honourable Senator Aseltine it was RESOLVED that a
Steering Committee be constituted consisting of the Honourable Senators Flynn,
Haig, Leonard, Molson and Smith (Queens-Shelburne). (5)

The Chairman briefly reviewed the matters considered by the Committee at
the last Session and the possible subject matter to be considered at the current
Session.

It was AGREED that the Committee meet on Thursdays at a time which
would not conflict with the Transport and Communications Committee.

It was further AGREED that the Steering Committee meet and set out a
program for the Committee to follow, subject to approval of the Main Com-
mittee.

The Committee proceeded to the consideration of Supplementary Estimates
“D!"

The following witness was heard:

Treasury Board:
Dr. George F. Davidson, Secretary.

On Motion of the Honourable Senator Isnor it was RESOLVED to print as
Appendices “A” and “B” answers to questions submitted by the Honourable
Senators Pouliot and Belisle.

At 11.30 a.m. the Committee adjourned to the call of the Chairman.
Attest:

Frank A. Jackson,
Clerk of the Committee.
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THE SENATE

STANDING COMMITTEE ON FINANCE
EVIDENCE

OTrTAWA, Wednesday, February 2, 1966.

The Standing Committee on Finance, to which was referred the Estimates
laid before Parliament for the fiscal year ending 31st March, 1966, met this day
at 10 a.m.

Senator T. D’Arcy Leonard (Chairman) in the Chair.

The CHAIRMAN: Honourable senators, it is 10 o’clock, and we have a
quorum. May we come to order?

First of all, may I extend a welcome to all honourable senators as we
commence. The last sitting of the Finance Committee was on June 29, and then
our proceedings were rather rudely interrupted, first of all by dissolution of
Parliament, and then by an election. Now we start with a new Parliament and a
new session. As you know, we have been reconstituted by order of the Senate,
and the same estimates we were dealing with last year have again been referred
to us. The order committing them to us has also given us the right to use all the
evidence that was taken last year. So, in effect, we take up exactly from where
we left off.

There are some formal proceedings on the agenda. The first is the usual
motion with respect to the printing of the proceedings of the committee. The
usual order is for 800 copies in English and 300 copies in French, if that is
agreeable.

The committee agreed that a verbatim report be made of the
committee’s proceedings.

The CHAIRMAN: The next item on the agenda is the appointment of a
deputy chairman. Previously, Senator Molson acted as Deputy Chairman of the
committee, and he performed those functions extremenly satisfactorily. Are
there any other suggestions?

Senator BURcHILL: I move that Senator Molson continue as Deputy
Chairman.

Senator KINLEY: I second.

The CHAIRMAN: Carried.

The next item on the agenda is the appointment of the steering committee.
Last session it consisted of Senator Donald Smith, Senator Jacques Flynn,
Senator Campbell Haig, Senator Hartland Molson, the Deputy Chairman,
and myself. Are there any suggestions as to changes in the steering committee?

Senator ASELTINE: Did they perform a good job?

The CHAIRMAN: Modesty prevents me from saying so.

Senator ASELTINE: I move that the same senators constitute the steering
committee.

Senator KINLEY: I second.

The CHAIRMAN: Agreed. Just to review what took place last year before the
committee finally adjourned in June, we had embarked on some studies. We had,
first of all, a report bringing up to date what had been happening in connection

with the Glassco Commission recommendations. Dr. Davidson of the Treasury
Board brought us up to date on that.
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Senator ASELTINE: What about the report of the Auditor General? Are we
looking into that?

The CrHAIRMAN: I think this is a suggestion that we should consider. I
thought we should see where we are at the moment. We then went on to deal
with certain individual departments, and we had before us the officials of the
Northern Affairs Department and of the External Affairs Department.

In a letter which I had sent out to all members of the Finance Committee,
we had outlined a program that would then take in the estimates of several
other departments—the Department of Public Printing and Stationery, and the
Department of Transport—and would also consider the matter of the Science
Council which is being set up by the Government.

There were certain suggestions also made by members of the committee as
to other studies. One was that we should examine one or more crown corpora-
tions. Senator Phillips suggested we might look into Expo 67. Other suggestions
involved the Department of Public Works and the Department of Labour.

In addition to that, since we met last there has been filed in the Senate and
in the House of Commons Supplementary Estimates D. These should all be
before you at this meeting. This is the first opportunity that this committee has
had to look at Supplementary Estimates D. We had all the other estimates
before us in June. I am calling that particularly to your attention, having in
mind that no doubt a supply bill will have to be before us shortly, and that the
supply bill will deal not only with the general main estimates and Supple-
mentary Estimates A, B and C but also with D. This meeting today is an
-appropriate time for anyone who has been examining Supplementary Estimates
D to ask questions in connection with it or to give notice of questions.

I am glad to say that Dr. George Davidson is here with us again. He has
been a tower of strength for this committee, in keeping us informed on the
estimates and on other matters. He has with him Mr. J. Carl Allen, his assistant.

Honourable senators, that probably brings us up to date in review of the
situation. The committee should continue to sit, I think, as long as this session
lasts, and I suggest we should sit every week whlle we are here. Thursday
might be the best day to sit.

I also feel that, in view of the fact that the estimates that were referred to
us deal with the fiscal year ending March 31, 1966—which is two months from
now-—this ‘committee should have some report back to the Senate on those
estimates before the end of the fiscal year, even though we then continue on
with studies such as I have outlined.

On top of all this, there are suggestions such as that which Senator Aseltine
has made, as to whether we should consider the Auditor General’s report, for
example. That report has not actually been referred to us by the Senate, and
ordinarily it comes in the sphere of public accounts rather than in the realm of
the estimates. Nevertheless, for example, this morning’s newspaper carries an
item that the Auditor General’s report deals with the winter works program. In
the supplementary estimates before us now there is an estimate of some $37
million in connection with the winter works program. Consequently it seems to
me that the Auditor General would be quite a proper witness for us to have
before us when we are dealing with this kind of matter.

Honourable senators, I am in your hands. I have tried to outline to you
what our program looks like but I would be very glad to hear any suggestions.
2 Senator KINLEY: Since Wednesday is eaucus day and is a short day in
Parliament, Thursday would be the best day to meet.

The CHAIRMAN: My suggestion was Thursday, because the Banking and
Commerce Committee seems to meet every Wednesday. The Committee on
Transport and Communications meets on Thursday but not as regularly as the
Banking and Commerce Committee, and very often their matters are short. For
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example, if they take up the Interprovincial Pipe Line bill next Thursday, it
should be very short. That would enable us to meet also, provided we are sitting
next Thursday. Are there any suggestions as to a program or what our
procedure should be?

Senator KINLEY: There seems to be a little misunderstanding about the
subsidy on ships, in connection with the merchant marine. Senator Edgar
Fournier mentioned this in his speech last night, and mention has been made of
it in the House of Commons. I wonder if an authentic statement could be g1ven
on that. I think what they did was restore the subsidy on marine to 25 per cent,
which was stopped as you know, for a while. The fishing vessels are still the
same—40 per cent for a wooden vessel and 50 per cent for an iron ship, I thmk
I would like to see an official statement come from this committee.

The CHAIRMAN: Are there any further suggestions?

Senator IsNOR: Mr. Chairman, is it understood that we meet on Thursdays
in future? I think we should decide on that, so that we would know where we
stand.

The CHAIRMAN: Is that the general feeling? That is what I have suggested.
There is a possibility, of course, that the Committee on Transport and Com-
munications might get a heavy bill like the Ottawa Terminal Railway bill.

Senator KINLEY: We might have to change the hour to suit.
The CHAIRMAN: Yes. However, if it is agreed that Thursday is the best day,

we will keep in mind that we should meet every Thursday from now on during
the session, as long as witnesses are available.

Hon. SENATORS: Agreed.

Senator RE1p: Has most of this money not been spent? I notice it deals with
the fiscal year ending March 1966. Does that not mean that most of the money is
gone?

The CHAIRMAN: You are directing this question on Supplementary Esti-
mates D. I would ask Dr. Davidson and Mr. Allen if they would come forward,
as this is the kind of question they are capable of answering.

I do not think I need to introduce them to you. We are very glad to have
them with us. Senator Reid has just asked a question on Supplementary
Estimates D. Senator Reid, would you repeat your question?

Senator REID: As these estimates deal with the fiscal year ending March
1966, has not most of the money been spent already?

Dr. George Davidson, Secretary of the Treasury Board: Mr. Chairman and
honourable senators, a good deal of the money has been spent already. Senator
Reid, I could answer this question better as we go along, in detail if you wish
me to do so. Quite a bit of the money was authorized by Governor General’s
warrants during the months of November, December and January; but it is the
practice and the requirement, even though the expenditure has been authorized
by Governor General’s warrant and made, to include it in the next following
supplementary estimates if it is not already covered in the preceding main
estimates or supplementary estimates.

Senator FLynn: I thought that Governor General’s warrants could be
obtained only when the house was dissolved. As soon as the new Parliament
was elected I thought that you could not obtain Governor General’s warrants.

Dr. Davipson: The use of Governor General’s warrants, Senator Flynn,
according to the Financial Administration Act, applies to periods when Parlia-
ment is not in session. The wording of Section 28 of the Financial Administra-
tion Act, which was amended in September 1958, refers to cases where a

payment is urgently required for the public gocd when Parliament is not in
session.
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Then it goes on to define the period when Parliament is not in session, in
subsection 5 of section 28—under section 2 of the amendment of 1958—and
says:

“For the purposes of this section, Parliament shall be deemed to be
not in session when it is under adjournment sine die or to a day more
than two weeks after the day when the Governor in Council made the
order directing the preparation of the special warrant.”

That refers to a period when Parliament is not in session. The two-week period
referred to does not cover the period when Parliament has been dissolved and
the new Parliament has not yet been convened. During this period Parliament
clearly is not in session because there is, in fact, no Parliament.

This point arose actually in connection with a requirement that we had to
issue a special warrant within the period less than two weeks before the day
when the new Parliament was to be convened. Initially we thought this clause
prevented us from doing that, but our legal officers gave the opinion that
Parliament was not, in fact, in existence until the day when the new Parliament
was convened.

Senator FLYNN: It is not considered as being in existence before that?

Senator BURCHILL: Mr. Chairman—

The CHAIRMAN: Shall we finish this point of Senator Flynn’s first? If the
vote of supply took the Government to October 31 and then Governor General’s
warrants carried on from then, under what authority are payments being made
now?

Dr. Davipson: No payments are being made in the month of February. Any
payments being made in the first few days of February are only being made out
of moneys left over from the January warrant. That tells its own story as to
how close we are to the point of requiring either the passage of main supply or
the grant of interim supply.

The CHAIRMAN: Senator Burchill?

Senator BUuRCHILL: Is this the fourth list of supplementaries?

Dr. DavipsoN: Yes.

Senator BurRcHILL: Will there be more?

Dr. Davipson: It is expected there will be a final year-end supplementary,

as is traditionally the case, to pick up the final amounts we then know are
needed to balance the expenditures for each vote at the end of the fiscal year.

Senator BURCHILL: Has the trend to increase the supplementaries been
growing over the years? It seems to me that during the time I have been here
they have been snowballing.

Dr. DavipsoN: I think there is fluctuation. However, I think it would be
fair to say that supplementary estimates, stated as a percentage of the main or
total estimates for the year, have been increasing proportionately but not
disproportionately. It is true that we have two or three departments, and I am
thinking particularly of the Department of Agriculture, the Department of
Labour, and the Department of Transport, where for particular reasons there
are large year-end items. In the Department of Agriculture, for example, the
subsidy payments under the Agricultural Prices Support Board are not usually
entered until the end of the fiscal year when we know exactly the amount of
payments required to be made for price support for agricultural products
during the year.

You will notice that in the Department of Labour estimates, the winter
works program has traditionally—and I hesitate to speak of tradition when they
are only five years old—but it has become the pattern not to provide for the
winter works programs in the main estimates because in theory we do not know
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if we are going to embark on such a program for the following winter. Actually
the pattern in succeeding years since the program was inaugurated has pretty
well established the fact that this program is an annual event. This gives rise to
the question as to how long we should go on providing for the winter works
program as though it were a decision taken in the middle of the year, and
provide $60 million or $70 million in supplementary estimates. When are we
going to decide that this is a feature of the main estimates and make provision
for it in the main estimates?

The third item is that of the Department of Transport where for a number
of years we have been paying subsidies to the railroads consequent upon the
recommendation of the Board of Transport Commissioners for an increase in
freight rates—a recommendation which was not accepted by the Government.
Subsidies to compensate for the increases which were not approved are paid at
the end of the year when we know what the position is. If you take these three
items they will amount to a couple of hundred million dollars each year out of a
total of four hundred to six hundred million dollars per year.

The CHAIRMAN: Senator Pouliot?

Senator Pourror: Dr. Davidson, No. 11, the item for Legislation, does that
include the Senate and House of Commons?

Dr. DavipsoN: The heading “Legislation” does include the Senate and the
House of Commons.

Senator PouLrioT: Did you notice that it is the second lowest amount? The
lowest is the Privy Council which amounts to $4,798,000, while Legislation
amounts to $13,962,000. The item for the Dominion Coal Board amounts to
$15,856,000 which is more than the sum provided for Legislation. Furthermore
the item “Legislation” which is responsible for the enactment of the law is
one-fifth of the estimate for the Department of Justice, which means that it
costs five times more to apply the law than to make it. I find that very funny.
And despite this the judges complain that they are not well enough paid.

Dr. Davipson: Senator Pouliot, I would not like to have this comparison
misunderstood, but the Department of Justice does have to look after several
thousand criminals and the Legislation vote only has to provide for 265
members of the House of Commons.

Senator PouvrioT: But this covers expenses, does it not? However, I want to
draw the attention of the members of the committee to the fact that the amount
set down for the House of Commons and Senate is one of the lowest in the
estimates, and it may be because senators and members are paid less than
certain officials of the Government who get $25,000 a year.

Dr. Davipson: Could I draw Senator Pouliot’s attention to the fact that this
list does not include the total list of departments and agencies? This list
includes only the agencies which are asking for additional funds at this time.
Furthermore you will notice at the bottom line on the front page of this
Supplementary Estimates presentation an item which lists the total departments
for which no supplementary estimates are required at all, and the total of those
amounts to $1,185 million. There would be included in that group a substantial
number of departments whose total financial requirements for the year are
greater than those for the House of Commons and Senate, but it would also
include some smaller agencies whose budgets are less than $13 million, the sum
to which Senator Pouliot referred.

Senator PouLior: Here we have 16 items for various departments. Which is
the most important of those departments?

Dr. DAvIiDSON: Obviously the one of which I am a member, senator.
Senator PouLIoT: That is a very good answer.
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Dr. Davipson: However, I have to say that that is a subjective opinion, and
I should say if I want to give a correct answer that the item you have already
referred to, the item of Legislation, embodying as it does the work of the
Parliament of Canada, is the most important.

Senator Pourior: It is the answer that would be glven by all the ofﬁelals of
the other departments in turn. == 1oy

Senator BELISLE: Mr. Chairman, could I ask a question of- Dr Davids(m
regarding External Affairs?

The CHAIRMAN: Yes, Senator Belisle.

Senator BELISLE: I notice on page 8 that there is $650,000 to provide for the
cultural relations and academic exchange program with the French community.
I would like to know if we own property in Paris. I ask that because two years
ago my daughter went to Paris to study under our own finances, and she was
not permitted to enter or to live in or to receive her day-to-day board at what
they call La Maison Canadienne, because she is French, but from Ontario and
not Quebec.

This year my niece is in Paris and she tried every angle to get in there, but
because she came from Ontario they would not permit her to enter. Is this with
the Province of Quebec or is this with the Canadian Government?

Dr. Davipson: Senator Belisle, I am afraid I would have to plead ignorance
on this point and suggest that we can get an answer for you from External
Affairs, if you wish. My impression is this is not a federal Government
operation.

Senator FLYNN: I think Senator Belisle is referring to La Maison Cana-
dienne which is operated by a trust, and it was established especially for
Quebec students going to Paris. They call it La Maison Canadienne, and it is
designed especially for the Quebec students. Mr. Charles Lussier was at one
time director of this institution.

Dr. Davipson: Yes, Monsieur Lussier, who is here now.

Senator FLYNN: He is now Assistant Deputy Minister of Citizenship, and
was the general representative of Quebec in Paris. It has nothing to do with the
Canadian Government or with the Quebec Government.

Dr. Davipson: That is my impression.

Senator BELISLE: Would you check, please?

Dr. Davipson: I will be glad to check and see that the answer is sent to you
in a memorandum.

Senator BELISLE: My niece tried every way to get in, but unfortunately her
being born in Ontario would not permit it.

Senator SMITH (Queens-Shelburne): Mr. Chairman, on a point related to
this matter under discussion, perhaps the answer to the honourable senator’s
question could be put in the record, to form part of our record.

The CHAIRMAN: Is that the feeling of the committee, that answers to
questions such as Senator Belisle’s should appear in the proceedings of our
committee?

Senator MoLson: No.

The CHAIRMAN: I think perhaps it would have to be more of a matter
dealing with the particular estimates themselves. I think on this particular
question it is not your wish, is it, Senator Belisle, that it appear in the
proceedings?

Senator SMITH (Queens-Shelburne): I was only concerned with the princi-
ple of the thing, that during the course of our deliberations we might do that
and have those answers before us.

=




FINANCE 13

The CHAIRMAN: It brings to my mind something I forgot, and that is that
there were two questions that were left unanswered as of June 30, and the
answers were subsequently received. I believe these should now go into our
records. There was a question asked by Senator Pouliot dealing with the
expenditures in connection with the United Nations, and there was a question
asked by Senator Belisle dealing with the number of nations that were paying
under 0.04 per cent.

Senator BELISLE: I did receive a letter.

The CHAIRMAN: Yes, but it does not appear in the records of the committee,
and if it is agreeable I will suggest that those replies received since June 30
appear as appendices to the proceedings the Committee.

Hon. Senators: Agreed.
—See Appendix “A” and “B”

Senator MoLsoN: May I ask a question of Dr. Davidson, Mr. Chairman?
The CHAIRMAN: Yes, Senator Molson.

Senator MoLsoN: Referring to the departments that are partially responsi-
ble for the regular supplementary estimates—Agriculture, Transport and La-
bour—when you deal with something like winter works, wouldn’t it be at the
moment, at least, almost impossible to put a well calculated figure in the main
estimates? Isn’t it awfully difficult to establish what might be spent in the
following year for the winter works?

Dr. Davipson: Mr. Chairman, that is a consideration, I agree. At the same
time, I think it could be argued that on the basis of the record of the years in
which we have had the municipal winter works program, and on the basis of
the trend of expenditure and the volume of both the man-days worked and the
expenditure under the program, it would be possible to establish a figure which
could be included in the main estimates at the beginning of the year. This
would not necessarily preclude the possibility of a smaller supplementary being
required as we got to the point of being able to refine the accuracy of our
estimate at the end of the year, but it would take the heavy weight of this
particular supplementary out of the supplementaries and put it in the main
estimates.

The crucial point is whether or not this is accepted at some point in time as
being a permanent, continuing, on-going part of the program that is presented
annually in presenting the financial plans to the Parliament of Canada. I
suppose arising out of the item I referred to in the Department of Transport,
there is an assumption that at some time there will be a rectification of this
temporary arrangement which will make it possible for the item to be dispensed
with, and for this reason it continues to be carried in the supplementaries in the
late part of the fiscal year; but it could be done.

Senator MoLsoN: Have you totals for the winter works over the last year
or two with you?

Dr. DavipsoN: No, sir, I have not.
Senator MoLson: All right.

The CrAIRMAN: If I may, I have a recollection that the figure comparable to
the $54 million was $37 million in the 1964-65 fiscal year, and I was rather
disposed to ask Dr. Davidson if he could give an explanation—if that figure is
correct—on the increase from $37 million to $54 million.

Dr. Davipson: Perhaps, Mr. Chairman, I could throw some light on the
question Senator Molson has asked by reading the following extract from the
material I have before me:

Federal contributions to the 1963-64 program reached $34.1 million.
The estimated federal share of the projects approved for the 1964-65
program is $61.4 million.
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—that is the gross figure—
of which the federal payments are expected to be $41 million.

So, taking those two together, the 1963-64 federal expenditure on winter
works was $34.1 million, and in 1964-65 the federal expenditure was $41
million. In each case that represented somewhere between one-half and two-
thirds of the total cost of the program.

Senator MoLsoN: The labour content of the program?

Dr. Davipson: Yes, the labour content of the program. As you know, the
contribution of the federal Government is 50 per cent of the labour content,
except in areas designated as areas of high winter unemployment, where it is 60
per cent.

I should also perhaps mention that the figure of $41 million which I have
referred to as the federal contribution to the 1964-65 winter works program
should, in fact, be supplemented by an additional $6 million of carry-over from
the 1964-65 program which was not paid in the fiscal year 1964-65 because the
accounts had not been settled. It has been carried over into this year’s program
and is part of the reason why we need $54 million under this heading for the
winter works program, 1965-66, and for cleaning up the carry-over accounts
from previous years.

Could I just say one word, Mr. Chairman, before we get too far into the
detailed discussion of these estimates? It is a word I offer in self-protection,
because I am going to have to say it otherwise quite a few times during the
course of the morning. I would not like the members of the committee to think
that I am in a position to explain in detail all of these items, or the details of all
the programs in all of the departments of Government. What I can do is to give
the explanations that the Treasury Board had received from the departments,
and accepted, as to the need for these additional items. I can give you factual
information on this.

It may be that some questions will arise from certain members of the
committee, asking for information about a program, the reasons for the
program, what it is expected to accomplish, and so on, in which case I may have
to ask you to put such questions over and, if the committee so wishes, it can call
a representative of the department itself who would be in a much better posi-
tion to speak with knowledge on this kind of question.

I hope the committee will understand if I find it necessary to plead
ignorance with respect to some of the questions it wishes to put to me.

Senator ISNOR: As a matter of interest, Mr. Chairman, you tabled two
replies today, with instructions that they be inserted in the minutes. I think the
answer to the question asked by Senator Smith (Queens-Shelburne) should, in
the same manner, also be included in our minutes.

The CHAIRMAN: Do I understand, Senator Isnor, that you are referring to
the answer to Senator Belisle’s question?

Senator ISNOR: Yes.

The CHAIRMAN: I gathered that the consensus of the committee was that it
should not be included in the minutes, and that this was also Senator Belisle’s
request. I am in the hands of the committee. Senator Belisle was particularly
interested in that. Is there support for Senator Isnor’s suggestion?

Senator IsNOR: It was not my suggestion. It was Senator Smith (Queens-
Shelburne) who raised the question.

The CHAIRMAN: In the case of Senator Smith, these are direct financial
questions. In the case of Senator Belisle it was a question of whether or not. . .

Senator SMITH (Queens-Shelburne): May I say another word on that? So
far as I am concerned, I was interested only in the general principle involved.
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As this was a personal matter which involved members of Senator Belisle’s own
family, it would seem to me quite natural that he be reticent about it.

Senator BELISLE: It does not matter to me.

The CHAIRMAN: Perhaps you can leave it with me. When the answer comes
it can be brought to the attention of the committee, as a matter of interest to
the committee, and can be dealt with at that time. I think we can deal with
some of these matters in this way. Are there any other suggestions or
questions?

Senator ASELTINE: There is one question I should like to ask. I am always
interested in these $1 items. They used to cause me much difficulty when I was
trying to explain them. I understand, of course, that a one-dollar item is put in
for the purpose of making provision for certain payments at a time when the
total amount is not known, and because it is necessary to have some authority
before payments can be made. I notice on page 10 that there is a one-dollar
item under Fisheries, and there is another one on page 12 in connection with the
National Employment Service. There is another one with respect to Mines and
Technical Surveys on page 13. It would be a good idea to have some explanation
given of those items.

The CHAIRMAN: I think your point is well taken. I will ask Dr. Davidson to
explain why items are put here in the amount of $1. However, I do not think his
explanation will be as you have suggested.

Dr. DavipsoN: Senator Aseltine, the items which cause us most difficulty
are the smallest ones and the biggest ones, and quite frequently we receive
questions about the $1 items. I have to say that they are put in for a variety of
reasons. May I take you through a few examples to indicate this?

Look at page 4 under “Land Rehabilitation, Irrigation and Water Storage
Projects”. This is one to which you did not refer. It is Vote 55d under
Agriculture, down towards the bottom of the page. The purpose of this one
dollar item is not to provide for additional funds.

Senator ASELTINE: It is not?

Dr. DavipsoN: There are sufficient funds in the vote which would otherwise
not be required to cover what moneys will be required if this vote is passed.
The purpose of this is the following: In the main estimates the vote is intended
to provide for expenditures in respect of land rehabilitation, irrigation and
water storage projects, but it does not cover the provinces of Ontario and
Quebec where a serious drought condition developed in 1965, and for which it is
desired to provide some assistance.

Senator McCuTcHEON: Mr. Chairman, would it be fair to ask Dr. Davidson
if the principal purpose of the one-dollar items is to effect changes in legislation
by approval of the estimates?

Dr. Davipson: If you include in that, Senator McCutcheon, legislation which
consists simply of vote wordings in previous estimates then technically that is
correct, but this is not to actually amend legislation that is on the statute books,
except by way of the Appropriation Act. In other words, the vote wording
appearing in the main estimates which was not broad enough to cover this
particular situation.

Senator McCuTcHEON: Then, let me ask you this question: does the
legislation cover the provinces of Ontario and Quebec?

Dr. DavipsoN: The vote does not cover them as it presently stands.
Senator McCuTcHEON: But the legislation does?

Dr. DavipsoN: There may be no legislation at all.

The CHAIRMAN: The previous Appropriation Acts would.
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Dr. DavipsoN: Let me check the vote wording. Yes, Vote 55 in the main
estimates is as follows:
Irrigation and Water Storage Projects in the Western Provinces
including the South Saskatchewan River Project,. ..

which is not covered by legislation.
. . . the Prairie Farm Rehabilitation Act Program, Land Protection,
Reclamation and Development, the Maritime Marshland Rehabilitation
Act Program and the Agricultural Rehabilitation and Development Act
Program—Administration, Operation and Maintenance, including Can-
ada’s fee for membership in the International Commission on Irrigation
and Drainage.

tion, Irrigation and Water Storage Projects. So, this vote consolidates certain
programs that are authorized by legislation, and also certain programs that are
authorized only by the vote wording of the legislation itself.

All of those subject headings are properly a part of Vote 55, Land Rehabilita-

This vote wording extends the scope of this particular vote to include
expenditures in respect of irrigating drought stricken farms in Ontario and
Quebec. We know there is enough money already requested of Parliament,
although not yet voted, in the Main Estimates, to cover the $50,700 that we
estimate the extension of the vote to Ontario and Quebec will cost. Therefore,
we put in this debit amount of $58,699 to indicate that it is not the extra money
we need but only an extension of the vote wording authority, so that the
moneys already in this vote can be used for these additional purposes which
were not included in the original purposes set out in the wording of Vote 55 in
the main estimates.

The CHAIRMAN: And if there were no surplus in the votes already granted
under the Main Estimates this item would appear with the same wording but
with the appropriate figure for the actual expenditure against it instead of the
figure we have now?

Senator FLYNN: Not necessarily.

Senator McCuUTcHEON: On that point, Mr. Chairman, may I refer Dr.
Davidson to page 17 of Supplementary Estimates (D) where under “Loans,
Investments and Advances” this appears:

Vote L 15d—+to provide that the total amount of outstanding advances
at any one time with respect to loans to Indians under section 69 of the
Indian Act, notwithstanding subsection 5 thereof, shall not exceed
$1,500.

Now, that is legislation, in my opinion.

Dr. Davipson: Senator McCutcheon, may I make it clear that I was not
giving that one illustration as being the sole illustration that I was going to put
forward. I pointed out to Senator Aseltine that these one dollar votes represent
different kinds of problems in different sets of circumstances. I would be very
glad to explain to you what this refers to.

Senator McCuTcHEON: I do not want to interrupt your sequence. You go
ahead.

Dr. Davipson: There has been since 1938 a practice of making loans to
Indians on reservations, or to groups of Indians. In section 88 of the Indian Act
there is a provision which prohibits the charge, pledge, mortgage and attach-
ment of Indian real and personal property situated on a reservation. This is
what makes it impossible for Indians on a reservation to have access to the
ordinary credit facilities that are available to people whose assets, personal and
real, can be pledged. For this reason this fund has been provided over the years.
It was originally set up at an amount of $1 million under section 69 of the
Indian Act. The purpose of this is to amend the amount of the size of the fund
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because of the growing volume of need for funds to advance to Indians under
proper security arrangements.

Senator McCuTcHEON: Which is really an amendment to the legislation?

Dr. DAvIDSON: That is correct. I might just add that since 1938 some $2.8
million had been loaned to individual groups of Indians, and the collection
experience has been one I think members recognize as being exceptional, that
only 2.94 per cent had to be written off in that period.

Senator McCuTcHEON: I am not questioning the purpose or validity, but in
this particular item, at least, you are amending the statute by an item in the
estimate?

Dr. Davipson: That is correct.

The CHAIRMAN: I suppose section 69 might not necessarily bind the Crown,
in any event?

Senator McCuTcHEON: It makes it clear that it does not, anyway.

Dr. Davipson: I should not have misled you, Mr. Chairman. It is not section
69 that deals with limits on the credit; that is section 88. If I am right, section
69—and I cannot recall specifically—does include the stated amount of $1 million
as the upper limit of this.

Could I go on and give some additional examples of what this one-dollar
item sometimes covers? I would like to refer to an interesting one, because it
presents a special problem, on page 13, under Mines and Technical Surveys. The
item I refer to says:

Vote 15d—Administration, Operation and Maintenance—To extend
purposes of Mines and Technical Surveys Vote 15 of the Main Estimates
for 1965-66 to permit oceanographic and hydrographic ships to carry out
work in extraterritorial waters during the fiscal years 1965-66 and
1966-67, notwithstanding the Department of Mines and Technical Surveys
Act.

Here again, I think Senator McCutcheon might raise the point, is this an
amendment to the legislation? Here is the situation. We have an oceanographic
and hydrographic ship, whose job it is obviously to carry out oceanographic and
hydrographic explorations for Canada in Canadian territorial waters. Its main
purpose is to do this, and in fact it does so during the winter months when it is
not so busy, as Senator Flynn, who was minister, knows. To make constructive
use of this vessel it has been the practice for a number of years for this vessel
to be sent down to southern waters for the purpose of training new recruits,
and for the purpose of keeping the ship active and exercised.

Some question has been raised in the last Auditor General’s report, or the
one before that, as to whether this is a use of funds to finance this operation
which was not intended by Parliament and not within the scope of the Mines
and Technical Surveys Act. Now, we have the option. Either we put the ship up
for the winter, beach the crew and have them sitting on their hands doing
nothing, because we have to keep them together as a crew until next year, or
we have to make some sensible and working use of the crew and the ship
during this period. The purpose of this is to make it possible to allow the ship to
do what it has done for a number of years, which the Auditor General says is
borderline as far as the law is concerned, and the purpose of this one-dollar
vote is to accomplish that objective.

This came to our attention only in December when the Department of
Mines and Technical Surveys requested advances on behalf of its crew members
prior to setting off in January; and while in theory, presumably, we should have
said, “No, you must wait until we have an Act by Parliament,” we thought this
was the only practical course of action to take in the circumstances and that is
why the one dollar is in the estimates.

23453—2
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Senator McCuTCHEON: Very pleasant arrangements for the crew.

Dr. Davipson: I have often wondered if there was some alternative use of
the vessel during the winter months, but it also might be difficult to find a vote
wording in the estimates for the purpose that I might have in mind.

The CHAIRMAN: Senator Aseltine, I believe you have a question to ask.
Senator ASELTINE: Page 10, under Fisheries the top item, Vote 5d.

Dr. Davipson: I will read the explanatory note, Mr. Chairman:

Article II of the Convention on Great Lakes Fisheries between
Canada and the United States of America provides for the establishment
of a commission to be composed of two national sections, each section
composed of not more than three members appointed by the respective
contracting parties. At a meeting of the contracting parties held in June
1964 to review the activities of the Great Lakes Fisheries Commission it
was proposed that Article II of the Convention be amended to provide
for not more than four members of each section. It was suggested by
the Department of Justice that legislation in the form of an item in
Estimates be sought to authorize such an amendment. Approval in prin-

- ciple for inclusion of an item in Supplementary Estimates for 1965-66
was authorized by the Treasury Board in September 1965. The amount
of $1 included in these supplementaries will indicate approval of the
amendment to article II of the Convention on Great Lakes Fisheries
between the respective contracting parties.

Senator McCUTCHEON: In connection with that explanation, may I ask you
this. Authorization is given for the increase of a number of members of each of
the contracting parties, and this provides for the appointment of such, and that
is, as you have indicated, an amendment to the existing legislation. Now, what
happens next year? Is the legislation going to be amended or—

Dr. DavipsoN: This is a standard authority, and if I understand it correctly,
what happens is that if the effect of this is to change the import of any section
in any act of Parliament or in any schedule to any act of Parliament, when the
statute revision is carried out by the Department of Justice, which is done
every ten years, it will take note of this and will effect the change in the
wording of the legislation in the Revised Statutes.

Senator McCuTcHEON: But the passage of this item will effectively change
the legislation until the Revised Statutes are revised?

Dr. DavipsoN: Yes, that is, if this is on the statute books now in statutory
form. I speak without precise knowledge, but I presume that Article II of this
Convention is to be found in the schedule to the Great Lakes Fisheries
Convention Act, and this has the effect, therefore, in the interim, pending the
revision of the statutes, of effecting this particular change in Article II of the
Convention which is attached as a schedule to the Great Lakes Fisheries
Convention Act.

The CHAIRMAN: Of course, it is possible that the Convention itself might
provide for just such an amendment without the necessity of legislation.

Senator McCuTcHEON: Then surely it would not be necessary to bring in
this item.

The CHAIRMAN: It would still be necessary because of the appointment of
the fourth member.

Senator REID: How did this originate in the first place?

Dr. DavipsoN: This is a question I cannot answer. The only thing that I can
say is that this is the result of an agreement reached between the representa-
tives of the Canadian Government and the representatives of the United States
Government that this would be done; and this is for the purpose of fulfilling the
commitment entered into at that time.
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Senator REm: I believe the responsibility rests on a commission of three?

Dr. Davipson: Yes; but they have you on that commission, have they not?
You are worth any other two.

The CHAIRMAN: Are there some further questions?

Senator PEARSON: Referring to Vote 10d under Forestry on page 10, may I
ask why Western Feed Grains does not come under Agriculture rather than
Forestry?

Dr. Davipson: I think the only answer I can give you, Senator Pearson, is
that this responsibility was originally in the Department of Agriculture and was
transferred to the Minister of Forestry, under the Rearrangements and Trans-
fers of Duties in the Public Service Act, in February 1964. It was a decision of
the Government that this should be handled by the Minister of Forestry. That is
the explanation, as I can give it to you.

Senator BAIrp: Mr. Chairman, I would like to ask a question about an item
on page 12. It is vote 15d, expenses of the Canada-United States Interparlia-
mentary group. Is that the total amount?

Dr. DAvipson: No, sir.

Senator BA1rp: That is just a supplementary?

Dr. Davipson: That is the additional amount required.

Senator Bamrp: Have you any idea of the total amount that was spent?

Dr. Davipson: Yes, sir. May I read this explanatory note, Senator Baird?
This is the $55,000 item. It reads:

This supplementary estimate is required for the additional costs of a
visit to Canada of five members of the French National Assembly and to
cover a further amount required to liquidate the outstanding accounts
and commitments of the Fifty-fourth Annual Interparliamentary Con-
ference.

The original appropriation for planning and organizing the Fifty-fourth
Annual Interparliamentary Conference in Ottawa, 1965, was $200,000; and this

additional $50,000 is required to make up the costs which have already been
incurred.

This was to pay the outstanding bills, in other words. The bills have in fact
been paid, because we have advanced $50,000 out of our Finance Contingencies
Vote to this purpose. When this amount is approved by Parliament, if it is, it
will be refunded to the Finance Contingencies Vote.

Senator VAILLANCOURT: We read on page 12 “, . .expenses of the Interpar-
liamentary Conference to be held in Ottawa in 1965.” Why does it say ‘“to be
-held” when the date has already passed?

Dr. Davipson: I appreciate the point you make, Senator Vaillancourt. We
_are here in some difficulty because it is necessary to maintain consistency
between the vote wording of the main estimates and the vote wording of the
supplementary estimates, when you are asking for supplementary appropria-
.tions to add to the appropriation already made. The wording given in the main
estimates, and which appears in the Blue Book, referred to the Interparlia-
mentary Conference “to be held in Ottawa in 1965”, as it was looking forward
at that time. That is why it was worded in that way in the main estimates. Our
legal advisers tell us that we should keep that wording, no matter how
ridiculous it seems from our point of view; because if we change the wording,
then it may be interpreted as being a separate vote—which cannot be used for
the same purpose as the original vote was used for.

Senator VAiLLANCOURT: That is satisfactory.

‘Senator Axrp: I would like to ask a question regarding an item on page 13,
National Defence, Vote 40d—Development. We have the single word “Develop-
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ment,” although there is a sum of $9 million concerned. In most of the cases
there is an explanation for expenditures. I wonder if this was a matter of
technique for that particular department or what the explanation is in relation
to it.

Dr. Davipson: I will give you first the technical answer and then I will tell
you what this is all about. The reason that this says “development” is that, if
you will turn to page 270 of the main estimates, 1965-1966, it says ‘“develop-
ment”’—and again, for the same reason as that which I gave to Senator
Vaillancourt, we have to maintain consistency.

As to what this program relates to, you are perhaps familiar with the
so-called hydrofoil program, in which we are attempting, through National
Defence and through this Development Vote, among other things, the develop-
ment of a hydrofoil prototype that will, as you know, permit the ship to rise out
of the water and proceed at much greater speeds than it would if it had to
remain in the water. This is a program which has been under way for a number
of years. The target date for the production of the full prototype, as I
understand it, is April to August of this year.

This is merely a reflection of the fact that the costs of the program have
had to be revised upwards, number one; and number two, that the funding of
the program has had to be accelerated, because there has been greater progress
made this year than was anticipated when the vote was originally put into the
main estimates.

This $9.3 million is required to pay the accounts that will be incurred, that
have been and are being incurred at the present time, largely at de Havilland
but also at the shipyard in the lower St. Lawrence, in respect of this program.

Senator AIRp: Thank you. The main point I was trying to make is why
there is not a short description given along the lines that you have given.

Dr. Davipson: Could I just have another look at the main estimates and
see if there is anything in the detail that would throw any light on that. I have
looked, and I see there is not. Senator Aird, I think that is a good question,
which I would like to take under consideration myself. It does not tell you very
much.

Senator Yuzyk: Would Dr. Davidson kindly give me a general explanation
of the item on page 1, which comes immediately after the figure “16”. It says:
“Departments for which no Supplementary Estimates are Required”. I notice in
the previous estimates and in the present estimates that in all cases there were
increases for every department. I would like an explanation as to which
departments there were for which there was no increase at all and for which
there is no provision in the supplementary estimates, as the previous estimates
and the present are exactly the same. Do these departments spend extra money
every year or are they stationary?

Dr. DavipsoN: The departments for which no supplementary estimates are
required are departments whose budgetary requirements are included in the
main estimates presented at the beginning of the financial year. They may or
may not have been included in supplementary estimates A, B or C, or they may
be departments who, because they have been able to live within their estimates
and have not been faced with any special contingencies or emergencies requir-
ing additional funds, are able at this date to say: “We are still in a position to
live within the amounts of money that are included in this total for our
department and we do not at this date foresee any supplementary require-
ments.” Some of these may turn up in the final supplementaries of the
department concerned, depending on whether they can make it to the end of the
fiscal year without overexpenditure.

Senator Yuzyk: Could you state one department of this kind which does
not require an increase?
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Dr. DavipsoN: We could take the Department of Insurance, which is a small
department. However, there is the Department of National Revenue. There is
nothing at the present time being requested in the way of supplementary
appropriations for the Department of National Revenue. There is no extra
appropriation being requested for the Department of Public Works, for the
Secretary of State, for the Department of Trade and Commerce, and so on.

Senator Yuzyk: I see.

Dr. DavipsoN: You may interpret this in either of two ways. Either these
departments are doing remarkably well and have been living within their
appropriations, and should be commended; or we did a remarkably poor job of
budgeting those departments’ estimates last year and gave them more money
than they needed, and they are living on the fat. You pay your money and take
your choice.

Senator YuzyKk: Are there cases of that kind?
Dr. DavipsoN: I will have to plead the Fifth Amendment on that point.
Senator MoLsoN: Let us hope it was the first.

Senator HUGESSEN: I should like to ask a question in connection with those
four departments which have very large supplementary estimates. I am not
satisfied that something could not have been done in the main estimates to show
some of this contemplated expenditure. I think it is very important to have the
main estimates as clear and as accurate as possible and show the general public
what the picture is. Here you have two or three hundred million dollars to which
you have made no reference in the main estimates and which come to us now. I
must confess I always feel rather suspicious that any Government may be
anxious to hold off things until supplementary estimates come in and then try
to slip them through. The fact is, of course, that when the main estimates are
brought forward showing to the public the estimated expenditures for the year

they are inaccurate to the extent of these large amounts which are produced
later.

Dr. Davipson: I appreciate your point, and I think there is validity in it.
However, Senator Hugessen, I should draw your attention to the fact that the
supplementary estimates requirement for the year ahead are always taken into
account in the Budget Speech, and when the Minister of Finance in his speech
in April, last year forecast the expenditures for 1965-66 at $7,650 million, he
was taking into account what was then known on the basis of previous history
and the prospects at that time. Therefore he made provision in his budget
forecast for all supplementary estimates that he could foresee in the course of
the year ahead.

Senator HuGEsSEN: Why could he not put these in the estimates?

Dr. Davipson: That is a good question. But this involves matters of Govern-

ment policy in many ways. For example, in some departments like the Depart-
ment of Transport—

Senator HUGESSEN: Surely he must have known he would have to spend
something.

Dr. Davipson: Did he? When these estimates were being made up—and that
was a year ago when they were being put into print—it was the hope that some
kind of legislative action could be taken as a result of the MacPherson Report
which could well have the effect of altering the requirements under this
particular item. When you have been dealing with this in supplementary
estimates for four or five years and then you reach the point of time when you
are just about ready, as you think, to take action, it might seem silly to switch
over and change it to the main estimates and then have a $70 million
item lapse, and have to bring in a supplementary estimate for a further amount
to cover the costs of implementing the legislation arising out of the MacPherson
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Report. You could not pay that out of this $70 million item because a different
vote wording would be required. As you can see, this is quite a dilemma to be
faced with.

There are substantial numbers of programs arising in the course of each
year where a government, for reasons it considers to be justifiable, decides that
instead of simply saying “We are tied hand and foot and we will have to wait
until next year,” that there is something they should do and they take the
responsibility of doing it by way of a supplementary estimate.

It is the practice at Treasury Board meetings—perhaps it is wrong but we do
not think it is—when we are working on the main estimates not to include
anything put forward by departments at that time as a proposal which has not
already received either cabinet or legislative approval. We do not wish our main
estimates to include sums for purposes for which Parliament may be asked
three months later to approve legislation. Therefore many of these items put
forward to us in the estimates but which we know are prospective commitments
are taken out of the main estimates and included in the overall forecast of
expenditure, so that the Minister of Finance may include that in his global
figure when he gives his prospective estimate of expenditures. But it has to be
put in the supplementary estimates when legislation is eventually passed by
Parliament, or cabinet makes a decision. I offer this not in defence but as an
explanation as to why we find ourselves in this situation.

Senator HUGESSEN: It is an interesting situation, and I thank you for the
information.

The CHAIRMAN: Senator Hugessen, before you came in we had a discussion
about the meetings of this committee and it was felt that we should meet every
Thursday morning when the Senate is sitting. We realize that that is the
morning on which the Standing Committee on Transport and Communications
sits. However if you were calling a meeting we would endeavour to arrange
things so that they would not overlap. I thought I should draw your attention to
this fact. This was the feeling of the committee.

Senator BuUrcHILL: Coming back to Senator Hugessen’s question, I would
like to ask Dr. Davidson to give me some idea as to the average percentage
which the supplementary estimates are of the main estimates.

Dr. Davipson: I think a good guess would be 5 per cent or 6 per cent or
something of that order. It is certainly less than 10 per cent. I cannot think of a
year in which the total supplementaries for the entire year have been as much
as 10 per cent. They have been less than 10 per cent in any year that I can
recall.

Senator HUGESSEN: Is there a tendency for them to rise?

Dr. Davipson: As I said to Senator Burchill a short while ago, it fluctuates
from $400 million to $600 million a year. If you were to chart the trend you
would probably find that the supplementary estimates as a percentage of the
total are fairly constant. They rise consistently with the total of government
spending. ; ! :

Senator IsNor: I was rather interested in the question asked by Senator
Hugessen. I was wondering whether from the point of view of the. public it
would not reflect to the credit of the Government of the day, and particularly
the Minister of Finance, if the gross amount was included in the estimates in the
first case, and later on if there should be a surplus left over from the estimate
that it could go to his credit.

Dr. Davipson: Well, sir, it would save us a lot of trouble at Treasury Board
if we could come and ask Parliament to give us all the sums of money we
thought we might need whether in fact we needed them or not. But if we were
to do so I have no doubt we would be attacked by members of the House of
Commons and the Senate for asking for a lot more money than there would be
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any likelihood of our requiring. There is, however, one thing I have been
wondering about and it has never been tried to the best of my knowledge. We
do find ourselves asking for the sums of money that at the end we do not spend
and do not need. I have often wondered whether it would be feasible to work
out a procedure which would involve us in asking Parliament, by a suitable
vote wording, of course, to reduce a vote already in being in the main estimates
by an amount we know we are not going to need, and to appropriate that
particular amount to other purposes. This would really mean that we would in
effect be asking Parliament for authority to transfer the funds that might
already have been voted for particular purposes to others without raising the
total spending authority. This I think from some points of view would be worth
exploring, but it really would confuse the picture for anyone who has to work
from the printed documents at a later date in history. A considerable amount of
analysis and research is done, based on the printed main estimates, and if we
were to take $10 million voted in the main estimates and by parliamentary
authority at a later date transfer it to other purposes, it would be very difficult
to reconcile these transfers in the research and accounting work done by many
people outside government circles. Therefore I have hesitated to bring it
forward as a firm suggestion. It would be one way of reassuring Parliament that
in the overall we are not asking for any more money than we really need.

Senator IsNor: I think if you were to do that you would be opening the
door to charges that you were juggling figures.

Dr. Davipson: Correct, correct.

Senator MoLsoN: Mr. Chairman, wouldn’t it be possible to do the same
thing by including, as is done with supplementary estimates, the cancellation of
amounts which are no longer required; to have the supplementary estimates for
the increased amounts for the specific purposes set out, but at the same time
record and approve the withdrawal of some which are no longer needed for
certain votes wich have already been passed?

Dr. Davipson: This is the kind of thing. If I could use this National Defence
item of the hydrofoil, for example, we know now that the National Defence
Main Estimate Vote 15 is going to be underspent this year, that there is much
more than this $9 million that will lapse in the National Defence department’s
main Vote No. 15. The question is: should you have a vote here which simply
says, “to amend Vote No. 15 in the Main Estimates by reducing the amount of
$1,382 million by $10 million and transferring to Vote No. 40.”

Senator FLyNN: I think objection is raised to the transfer. Why not give a
credit, pure and simple, on, say, a reduction of item No. 15d, so we can refer to
it? Then we know the overall estimates.

Dr. Davipson: This could be done by the device of the one-dollar item in
the same way we use the one-dollar item for other purposes.

Senator FLyNN: Have a credit. If you do not spend the money you do not
want to enlarge the item, and you give a pure and simple credit.

Senator BURCHILL: Was there any reference to the system in the recom-
mendations of the Glassco report?

Dr. DAvIDSON: On this particular point?
Senator BURCHILL: Yes.
Dr. Davipson: No.

Senator FLYNN: We know in the Public Accounts what are the sums that

have not been spent out of the total amount authorized. It is only in the report
of the Public Accounts?

Dr. Davipson: That is correct.
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Senator MorLsoN: Mr. Chairman, there always seems to be a very great
reluctance on the part of the Government to admit there is any such thing as a
credit anywhere.

Senator FLYNN: I think you are right. In other departments as well.

The CHAIRMAN: If there is no further question, may I suggest that you
leave with the Steering Committee the program for the following few meetings,
having in mind the suggestions I made at the outset of this meeting and the
suggestions that were made during this meeting. If there is nothing further, we
will meet again next Thursday at a time to be set out in the notice calling the
meeting, if the Senate is sitting next Thursday.

Senator IsNor: Would you consider sitting at 10.30 instead of 10 am.? It
would give us a chance to attend to our correspondence before meeting.

The CHAIRMAN: Yes. The only trouble today is that the caucuses are
meeting at 11 o’clock, and we thought 10 o’clock a more appropriate time for
those who wanted to attend caucus. However, on Thursday, 10.30 a.m. is all
right as long as the Transport and Communications Committee is not meeting.
If it is meeting I think we shall have to meet earlier or later, depending upon
the time of its meeting.

Senator HUGESSEN: I think Transport will be meeting next Thursday.

The CHAIRMAN: If you have only the pipe line bill it might not be very
long.

Senator HUGeSSEN: There might be the Ottawa Terminal bill too.

The CHAIRMAN: In that case, you would take quite a while. If there is no
further business before we adjourn, next meeting will be at the call of the
Chair.

Thank you again, Dr. Davidson and Mr. Allen, for your valuable help.

The committee adjourned.
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ORDER OF REFERENCE

Extract from the Minutes of the Proceedings of the Senate, Wednesday,
January 26, 1966:

“The Honourable Senator Bouffard moved, seconded by the Honourable
Senator Hayden—

That the Standing Committee on Finance be authorized to examine and
report upon the expenditures set out in the Estimates laid before Parliament for
the fiscal year ending 31st March, 1966;

That the said Committee be empowered to send for persons, papers and
records and to sit during sittings and adjournments of the Senate;

That the evidence received and taken at the preceding session be referred
to the Committee; and

That the quorum of said Committee be reduced to seven members.

After debate, and—
The question being put on the motion, it was—
Resolved in the affirmative.”
J. F. MacNEILL,
Clerk of the Senate.
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MINUTES OF PROCEEDINGS
WEDNESDAY, February 23rd, 1966.

Pursuant to adjournment and notice the Standing Committee on Finance
met this day at 4.30 p.m.

Present: The Honourable Senators Leonard (Chairman), Aird, Aseltine,
Baird, Belisle, Brooks, Croll, Denis, Gershaw, Haig, Hayden, Isnor, Kinley,
McKeen, Methot, O’Leary (Antigonish-Guysborough), Pouliot, Quart, Ratten-
bury, Roebuck, Smith (Queens-Shelburne), Thorvaldson and Yuzyk.—(23)

The Estimates laid before Parliament for the fiscal year ending March 31st,
1966, were further examined.

The following witnesses were heard: Department of Citizenship and Im-
migration: The Honourable Jean Marchand, Minister; W. R. Dymond, Assistant
Deputy Minister, Program and Development. Department of Labour: F. M.
Hereford, Director, Special Services Branch.

On Motion duly put it was RESOLVED to print as Appendix “C”, a letter
from the Minister of Labour relating to Winter Works.

At 5.45 p.m. the Committee adjourned until Thursday, February 24th,
1966, at 9.30 a.m.

At 9.30 a.m. Thursday, February 24th, 1966, the Committee resumed.

Present: The Honourable Senators Leonard (Chairman), Aird, Aseltine,
Baird, Belisle, Croll, Haig, Isnor, Kinley, McCutcheon, O’Leary (Antigonish-
Guysborough), Pearson, Pouliot, Rattenbury, Smith (Queens-Shelburne),
Thorvaldson and Yuzyk.—(17)

The Estimates laid before Parliament for the fiscal year ending March 31st,
1966, were further examined:.

The following witnesses were heard: Department of Citizenship and Im-
migration: W. R. Dymond, Assistant Deputy Minister, Program and Develop-
ment; Department of Labour: F. M. Hereford, Director, Special Services Branch.

At 10.55 p.m. the Committee adjourned until Thursday, March 3rd, 1966, at
10.00 a.m.

Attest.

Frank A. Jackson,
Clerk of the Committee.
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THE SENATE

STANDING COMMITTEE ON FINANCE
EVIDENCE

OTTAWA, Wednesday, February 23, 1966.

The Standing Committee on Finance, to which was referred the Estimates
laid before Parliament for the fiscal year ending 31st March, 1966, met this day
at 4.35 p.m.

Senator T. D’Arcy Leonard in the Chair.

The CHAIRMAN: Honourable senators, I think my first words should be to
welcome on your behalf the Honourable Jean Marchand, Minister of Citizenship
and Immigration. This is Mr. Marchand’s first appearance before us—probably
before any Senate committee— and he has graciously put himself out to some
extent to be with us, and I want to express our appreciation on your behalf.

As you know, we were originally scheduled to meet at 9.30 tomorrow
morning, but by reason of the tragic death of the Lieutenant-Governor of
Quebec, the minister has to leave for that city, but very graciously said that he
would make himself available this afternoon. So we are taking advantage of the
recess during pleasure to hear the minister give his evidence. He also has
officials with him: Mr. W. R. Dymond, Assistant Deputy Minister, Program
and Development, Department of Citizenship and Immigration; and Mr. F. M.
Hereford, Director, Special Services Branch, Department of Labour.

Then the committee will be meeting again tomorrow morning at 9.30.
Senator IsNor: Why at 9.30 a.m.?

The CHAIRMAN: Because the Standing Committee on Transport and Com-
munications is meeting at 11 a.m., and in order to get any business through it is
necessary for us to work our time in with their meeting. I feel very much the
same way as you do about meeting at 9.30; I would sooner hold the meeting
later. That is the reason, in any event.

The particular items with which the committee is concerned are in Sup-
plementary Estimates (D), two items under the Department of Labour, Vote 6d
of $54 million for the Municipal winter works incentive Program for 1965-66,
and Vote 8d, $17 million for the winter house building incentive program.

Without further ado, I believe the minister is prepared to go ahead and
deliver a statement or give us some information on those programs.

The Honourable Jean Marchand, Minister of Citizenship and Immigration: Mr.
Chairman, my first word would be to thank you for having re-arranged your
meeting to allow me to be here this afternoon. As you have said, I have to go
to Quebec tomorrow morning, and this is why, of course, it was impossible to
fulfil the appointment as it was originally arranged.

Mr. Chairman, honourable senators, I am pleased indeed to have been
invited by you to appear before the Senate Finance Committee during your
consideration of the estimates for the fiscal year ending March 31, 1966. I
understand that the particular information which you would like to receive
from me concerns the various programs being carried out by the government to
stabilize employment throughout the year. These measures which are generally
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known as “Winter Works Programs” are designed to shift employment from
summer to winter in order to level out employment over the year as a whole.
They reduce unemployment in the winter and utilize the construction industry’s
labour force on a more even basis which helps to reduce manpower shortages in
the peak season.

Seasonal unemployment has been a recurrent aspect of the Canadian
economy throughout our history. Not too many years ago, winter unemploy-
ment was accepted as inevitable. New construction techniques and the efforts of
the federal government and communities through the “Do it now” campaign
have met with considerable success in reducing winter unemployment in
Canada. Our attack on winter unemployment has been mounted in various
ways.

I should first like to mention the winter employment campaign which is
now in its thirteenth year. This campaign bears a slogan which I am sure is
familiar to all Honourable Senators “Why wait for Spring—do it now”.

The CHAIRMAN: That is Senator Quart’s quotation.

Hon. Mr. MARCHAND: It is a promotional campaign which has had a
tremendous impact in breaking down the barriers of habit and tradition which
for so many years were responsible for the heavy winter unemployment which
we have experienced.

The costs of this promotional or educational campaign are modest in terms
of the results achieved. For 1965-66, an amount of $285,000 is included in the
main estimates plus $150,000 in the supplementary estimates to cover the costs
of newspaper advertising, pamphlets, envelope stuffers, radio and television
coverage and other publicity. It is estimated that for every dollar spent by the
federal government on this promotional program, we are receiving $10 of public
service support at the national level in the various advertising media.

Responsibility for the promotion of the winter employment campaign at the
local level rests with the National Employment Service. Local winter employ-
ment committees have been established for many years in about 150 centres
across Canada. The members of these committees are local business and
professional people who are interested in reducing winter unemployment.
Honourable senators are no doubt aware of the many ingenious promotional
programs which have been initiated by these committees to stimulate the public
to “Do it now” rather than waiting for spring.

Before I deal with the municipal winter works incentive program and the
winter house building incentive program which I know are of major interest to
honourable senators, I would like to refer to the efforts of the federal govern-
ment to influence increased winter employment within its own operations.
Federal government departments have been directed by the Cabinet to schedule
their expenditures on new construction, maintenance and repair and procure-
ment so that maximum winter employment is achieved. The objective is that 50
per cent of employment resulting from these expenditures will occur during the
winter months. To ensure that the Cabinet’s intentions in this regard are
fulfilled there is an Interdepartmental Committee on Federal Winter Work
Programming of which my Deputy Minister is the chairman. This committee is
charged with the responsibility of examining the estimates of the spending
departments in this area and ensuring that the departments concerned so
arrange their programs that the maximum winter employment will result.

To supplement the attack on winter unemployment at the federal level,
there has been in effect for the past three years a program which is known as
the Federal Government Supplementary Winter Construction Program. Briefly
stated, this program provides for the carrying out of federal government
construction projects which have reached the stage where they can be proceed-
ed with, but which are not of sufficient priority to permit their inclusion in the
main estimates. Provision for such projects has been made in the contingencies
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vote of the Department of Finance to enable such projects to proceed during
the winter months. This program has been restricted to areas where winter
unemployment is highest. The expenditures have been modest but they have
resulted in providing additional winter employment in areas where the need
was greatest. In 1963-64, the federal expenditure was about $4 million. In
1964-65 it was about $5 million and the estimated expenditure for the current
winter is $5,257,000. The number of man-days of employment provided was
203,782, in 1963-64; 156,224 in 1964-65 and 178,594 is the estimate for the
current winter.

Thus far I have dealt with the efforts of the federal government to
encourage increased winter employment more or less by means of persuasion and
example. As honourable senators will appreciate, effective as these measures
have been, some additional incentive has been necessary. This requirement has
been fulfilled through the provision of financial incentives under the municipal
winter works incentive program and the winter house building incentive
program.

The municipal winter works incentive program has now been in operation
for eight years. Under this program, the federal government provides an
incentive to winter construction by contributing to the direct payroll costs of
municipal public works projects which would not otherwise be carried out in
the winter. During the earlier years of the program, the categories of eligible
projects were (a) construction or major reconstruction of streets, sidewalks
and roads; (b) construction and major reconstruction of water, sewage and
storm sewage facilities; and (c) the construction and development of municipal
parks and playgrounds.

At the present time, the program applies to any capital undertaking of a
municipality except work on schools and school grounds, hospitals and hospital
grounds, subway transportation systems and municipally-owned buildings to be
used for industrial or business purposes under private auspices.

During the first two winters, the program covered the period December 1 to
May 31. In 1960-61, the period of the program was extended so that it covered
the 73 months—October 15 to May 31. Under the 7} month program, it was
found that municipalities tended to commence work on approved projects on
October 15, discontinue operations when the more severe weather set in with
work resuming as the more favourable weather arrived in April or May. As this
tended to defeat the purpose of the program to increase winter employment the
period of the program was reduced in 1963-64 to the six-month period
November 1 to April 30 which still applies.

A further modification of the program adopted in 1963-64 was to increase
the federal incentive payment to 60 per cent of direct payroll costs incurred on
approved projects by municipalities located in areas designated under the
Department of Industry Act and areas of especially high unemployment desig-
nated by the government. The federal incentive has remained at 50 per cent of
direct payroll costs in all other areas.

All of the provinces including the Yukon and Northwest Territories and a
number of Indian bands have participated in the program and most of the
provinces provide a supplement to the federal contribution as a further
incentive to municipalities. This supplement is an additional 40 per cent of
payrgll costs in the Province of Quebec and 25 per cent in many other
provinces.

The volume of winter employment created by this program has increased
each winter since its inception in 1958-59. During its first year of operation, it is
estimated that 25,400 jobs were provided for a total of 1,020,000 man-days of
yvork. Under the program for the winter of 1964-65, preliminary estimates
indicate that 167,000 jobs were provided for a total of almost 8,000,000
man-days of work. Thus far during the current winter, projects have been
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authorized which will provide an estimated 142,800 jobs for an- estimated
7,464,400 man-days of work. Applications are still being received and the final
figures for the current year will not be available for some time.

During the first winter 647 municipalities participated in the program. In
recent years, the number of municipalities participating has been in the
neighbourhood of 2,700. Federal expenditures have increased from some $6,-
000,000 in 1958-59 to approximately $40,000,000 in 1964-65. For the current
winter, it is estimated that the federal expenditure may reach $48,000,000. This
is provided for in the Supplementary Estimates (D) for the fiscal year ending
March 31, 1966.

In addition to the programs which I have already mentioned, I have been
asked to deal with the winter house building incentive program. This program
is administered by my colleague the Minister of Labour who is also the minister
responsible for the administration of housing matters through the Central
Mortgage and Housing Corporation. I propose to outline briefly the provisions of
the winter house building incentive program, although as I have indicated, the
Minister of Labour is responsible for this program.

The winter house building incentive program was introduced in 1963.
Under this program, the Government of Canada provides a direct payment of
$500 to the owner-builder or first purchaser of a house which is substantially
constructed during the winter months. The $500 incentive payment applies to
single detached houses and to each unit in multiple residential structures
containing not more than four units. A four unit building, for example, may be
eligible for an incentive payment of $2,000. In 1963-64, the winter period for
the purposes of this program was December 1 to April 15. In 1964-65 and
1965-66, the effective period of the program was increased to the five-month
period November 15 through to April 15.

During the winter of 1963-64, some 28,000 housing units qualified for the
incentive payment. The following winter 33,500 housing units qualified for the
incentive payment. As of this date, 34,553 dwelling units have met the
requirements of the program at the commencement of construction. Very few
have as yet been completed and so it is not known at this date what the final
coverage of the program will be. I should add here that applications are still
coming in, in respect of housing being constructed this winter.

It is estimated that this program, each winter, has provided in the
neighbourhood of 100,000 jobs on-site and at least as many additional jobs
off-site. Through a federal expenditure of $14,000,000 the first winter and
$16,750,000 the second winter the timing of some $500,000,000 and $600,000,000
worth of housing has been influenced so as to achieve a high degree of
employment stability in an industry which had a highly seasonal employment
pattern.

In inviting me to appear before the committee Mr. Chairman, you made
reference to the comments of the Auditor General in his Report to Parliament
dealing with expenditures under the Municipal Winter Works Incentive Pro-
gram for the fiscal year ending March 31, 1965. In this connection, I might say
that the Auditor General has been carrying out test audits of expenditures
under this program each year since the fiscal year 1962-63. Following these
audits, the Auditor General’s office has submitted the reports of their findings to
the department. Each of these reports is taken up with the appropriate
provincial authorities in order to determine the eligibility of the payments
questioned. Where it has been established that refunds are due to the federal
government, recoveries have been made. These recoveries in respect to the fiscal
year 1962-63 amounted to some $30,000 and in 1963-64 to some $32,000.

I have with me officials concerned with these various programs and if
honourable senators have any questions they would like to raise, I shall be only
too pleased to provide the information required. -
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The CHAIRMAN: Thank you, very much, Mr. Marchand.

Senator ASELTINE: I wonder if the minister could give us any mformatmn
by provinces of the amount of money spent?

Hon. Mr. MARCHAND: Yes. We have this information on the Municipal
Winter Works Program, I believe. Have you that information, Mr. Hereford?

Mr. F. M. Hereford, Director, Special Services Branch, Department of Labour:
Yes. Do you want that information for last winter, senator?

Senator ASELTINE: Let us say for last year, that is to say, 1964-65.

Mr. HEREFORD: 1964-65: Newfoundland, $209,000; Prince Edward Island,
$273,000; Nova Scotia, $119,000; New Brunswick, $394,000; Quebec, $24,076,000;
Ontario $6,139,000; Manitoba, $1,208,000; Saskatchewan, $1,445,000; Alberta,
$2,222,000; British Columbia, $4,003,000; North West Territories, $19,300, Indian
bands, $143,000.

Senator ASELTINE: What is the total of those amounts?
Mr. HEREFORD: Slightly over $40 million.

Senator RoEBUCK: What is the explanation for the figures of $6 million for
Ontario and $24 million for Quebec?

Mr. HEREFORD: The main reason is that Quebec adds 40 per cent to the
federal contribution.

Senator METHOT: It does not cost anything to the municipalities?

Hon. Mr. MARcHAND: Certain of the municipalities, not all of them, get a
joint contribution of 1009, of payroll costs.

Senator CroLL: We could not hear the answer and I am interested, would
you repeat it?

Mr. DymonD: In the Province of Quebec, the government of the province
adds 40 per cent to the federal Government’s 50 per cent, on payroll costs of
municipal winter works projects, bringing it up to 90 per cent; and in the case
of designated areas and high winter unemployment areas in the Province of
Quebec the federal percentage is 60 per cent and the provincial percentage is 40
per cent, which brings it up to 100 per cent in some areas.

Senator CRoOLL: What is the percentage between wages and material?
Mr. Dymonp: This all applies to labour, to payroll costs.

The CHAIRMAN: These are all labour costs.

Senator CrRoLL: Labour and material?

Mr. DymonD: No, just payroll.

Senator CroLL: How do you explain the difference between British Co-
lumbia and Ontario—$24 million as against $6 million?

Mr. Dymonbo: I think that, in the main, Ontario is a bigger province.

Senator CroLL: Yes, much bigger than British Columbia. Even in British
Columbia they agree on that.
Mr. Dymonb: It has proportionately more per capita than Ontario.

Mr. HEREFORD: Perhaps the more favourable winter weather in British
Columbia is part of the explanation.

Senator RATTENBURY: Most of these programs initiate with the provinces,
do they not? They make requests for this work?

Hon. Mr. MARCHAND: They have to agree. The municipalities make the

request to the provincial government and the provincial government transfers it
here.
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Senator IsNor: I wonder why you give the same time limit in all provinces
across Canada. We had an answer a moment ago—because of the favourable
weather in British Columbia.

Senator HAYDEN: Do they not winter better?

Senator IsNoR: I doubt if this is a fair arrangement, when you look at the
figures and see that Nova Scotia got only $119,000, a very small sum, as against
several million in some of the other provinces. I wish to emphasize that the time
limit has something to do with that. As regards the more severe weather, my
point is that you should take it into consideration and grant a longer period in
places like Nova Scotia and New Brunswick than elsewhere, or a shorter period
in British Columbia.

Hon. Mr. MARCHAND: The purpose of this program is to decrease unemploy-
ment at the peak period of the year when we have greater unemployment
throughout Canada. It is a general phenomenon in Canada. This is the purpose
of the scheme. It is not necessarily designed to have buildings constructed: it is
really an employment stabilizing measure.

Senator ISNOR: On that ground alone, I think more favourable consideration
should be given to the Maritime provinces in general, more particularly Nova
Scotia because of the employment problem there. The unemployment figures for
Nova Scotia during the last several years have been very high.

Mr. DymonDp: I would not say that this is the only explanation for the
rather low proportionate figure in Nova Scotia. One factor is that the Nova
Scotia Government does not add any percentage to the federal percentage of
payroll expenditure. You tend to get the biggest effect, understandably, in those
provinces which add contributions to the payroll expenditures of the federal
Government.

The CHAIRMAN: This is a very important point. When you reach a condition
where we have unemployment throughout Canada now barely over 3 per cent,
should there not be more of a slanting or weighting given to the Atlantic
provinces or those areas where there is still a greater degree of unemployment
than in other parts of Canada? Should the proposed 50 per cent figure not be
weighted more towards those areas where there is a larger degree of unemploy-
ment. I think that is Senator Isnor’s point.

Mr. DymonD: I might add a comment which, however, does not provide the
complete answer. In Nova Scotia, Newfoundland, New Brunswick and eastern
Quebec there is a weighting in respect to the fact that the federal payroll
expenditure is 60 per cent in most areas of these provinces, except the large
urban centres, by virtue of the designated areas under the Department of
Industry Act and the high winter unemployment areas designated by the
Government; so there is a degree of weighting that is heavier in this respect in
the Maritimes or Atlantic provinces.

The CHAIRMAN: Although it does not seem to be having an effect? The
figures do not show that it is having such a great effect?

Mr. DymonD: Another relevant variable in this matter in relation to
various areas, is that in order to participate in this program, municipalities must
have resources of their own, because this measure applies only to the payroll
costs. Therefore, there must be tax revenues in the municipality or capability
for borrowing there, before that municipality can take much advantage of his
particular program. As the minister has said, it is not designed primarily to assist
municipalities in carrying out capital construction projects but rather to
stabilize employment. From the point of view of assistance, the municipality
must have something to start with, before it can come into the program as
heavily as in other parts of the country.
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Senator IsNorR: What you are saying is that the provinces which show
such small amounts have not co-operated to the same extent as the other
provinces?

Senator RATTENBURY: Have been unable to do so?

Mr. Dymonp: This is not necessarily a matter of co-operation. Some
municipalities cannot afford it.

Senator Brooks: I understood Mr. Dymond to say that some municipalities
were so poor they could not borrow. I would think they would need the most
help in regard to their unemployment position. Is that correct?

Mr. DymonDp: To answer that question, let me return to the original intent
of the program. It was designed for municipalities which were providing
employment, either through contractors or through their own employees, on
construction work. The intent of the program is simply to shift around, as
between summer and winter, the amount of employment that they were going
to do anyway, so that there would be more employment in the winter and
relatively less in the summer, which is the peak period of the construction
industry.

Some municipalities are doing more construction and more capital work
and have a greater capacity to do this sort of thing.

This program has quite an effect on those municipalities which do a lot of
construction work, and much less effect in those municipalities which are not
doing much construction work regardless of how many unemployed they have
in general as a municipality.

Senator BrRooks: The opportunity for providing work was limited in some
parts and in others it was not?

Mr. DymonD: That is right, due to their own resources basically, outside of
this program. This was simply to induce, to provide an incentive to municipali-
ties to shift work out of the summer months and into the winter months. I think
that many municipalities have used it to create work that they were not going
to do because of the lack of funds.

The CHAIRMAN: Senator Haig.

Senator HA1G: Does a project, to be accepted by the federal Government,
have to be completed within a specific period, that is started and ended within a
specific period?

Hon. Mr. MARCHAND: In principle, yes. There may be exceptions if for one
reason or another there is a delay which cannot be avoided.

Senator HA1G: They can start in the winter months and then continue into
the summer?

Hon. Mr. MARCHAND: I think there is a limit at the 30th of May.

Mr. HEREFORD: It is generally required that the work be completed within
the six months, but some preliminary work is permitted in some types of
construction.

Senator HAic: So that is the reason why the streets of Winnipeg are
chocked up during the wintertime.

The CHAIRMAN: Senator Roebuck.

Senator RoEBUCK: I asked the first question as to the disparity between
Ontario and Quebec in the amount of $6 million in the first case and in the
amount of $24 million in the second. It was well answered so far as Quebec was
concerned but perhaps it is unfair to Ontario if the question is not completed.
What does Ontario do to benefit provincially or municipally by way of
supplementing the grants in the same was as Quebec was doing?

Mr. HEREFORD: Ontario contributes 25 per cent of payroll costs and 30 per
cent in the special areas.
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Senator ROEBUCK: It was very unfair to leave it just like that.
The CHAIRMAN: Senator Denis. -

Senator DENIS: Does the payroll take into account the regular employees of
the municipality or only those that are unemployed? In other words does it
mean that the number of projects would depend on the number of unemployed
in a municipality? If there is no unemployment in a municipality there is neo
point in that municipality asking for assistance for a winter works program?
Perhaps you can give us the number of projects presented to the federal
Government by each province and then give us the number of projects refused
by the federal Government because they did not fit into the regulations under
the act. I would like to know the number of projects presented to the
Government by each province, the number that have been rejected and the
reasons for the rejection. In one area of Ontario during the campaign I was
asking one of the organizers what about the winter works program and if it
helped, and his answer was, “We don’t need it because we have no unemploy-
ment. As a matter of fact if there was another hundred men in the municipality
we would hire them right away.” They are not interested in the program.
Would it be possible to have the number of projects for a complete year for
each province and the number that were rejected?

Mr. HEREFORD: I can give you that information but I am not too sure it will
illustrate what you have in mind. I should explain first of all that the statistics
we maintain are based according to applications received for a municipality. An
application might cover one project or it might cover half a dozen. In that
instance we might accept five and reject one. The application itself would be
shown as having been approved. In other words there would have to be an
adjustment to it. The only figures I have on that deal with applications
received, the numbers approved for each province and the numbers rejected. I
would add that the numbers rejected are rather small when compared with the
total applications. I can give it to you for this winter up to date, that is
mid-February, if that would be acceptable to you.

Senator DENIS: What I have in mind is, for example, with relation to Nova
Scotia or New Brunswick. If they have more projects—if they have 100 projects
and all are approved you cannot blame the Government for not spending more
money on winter works programs in those provinces.

Senator HOLLETT: Let us get the figures on record.

Mr. HEREFORD: Starting with British Columbia for the current winter up to
February 11.

Applications Applications
Provinces Approved Refused
Beitish “Columbia ~{% 580 (550 368 LN REIRTS None
ool e ¢l L ST RRENSRA R P (3T R et BOT 4 JI5H, FHE, 2
Saskatthewan . v, o5l S iiy 858 & N8 JRVIR 3
Maniteba® vty | F 0L o SR FaSaaawtls O i1 1
ORI Bkt 200, & iR s 822 Ll e 3
QuebeCRE  Ne Sk SR SRS 20634 Ma0 000 3% 52
NovaiSeatiar G% 20, BRI aEN 1 R SRR e R None
Prince Edward Island ......... 8O D0k, SOLANN 1
Newfoundlan® "#37500% 130G W0V 83208 AN None
Northwest Territories .......... OO 25 AR None

Indian Bands have submitted 46 applications and there were no refusals.
Senator DEN1S: You did not mention New Brunswick.
The CHAIRMAN: You cannot get away with that.

——
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Mr. HEREFORD: I'm sorry, I forgot New Brunswick. They have a perfect
record. There were no rejections. There were 71 applications approved from
that province.

Senator DENiIS;: They had these projects to help in the problem of unem-
ployment where there was unemployment. If the province paid a part of the
cost in addition to what the federal Government paid it would help the
municipality to have perhaps one more project. If a municipality had no
unemployment it would get nothing out of it. They would go on with their
projects in wintertime just as they would in summertime. That might explain
the situation as far as unemployment is concerned and also in regard to the part
played by the rest of the provinces.

The CHAIRMAN: Senator Methot.

Senator METHOT: What happens if the project is not completed durmg the
winter season? Could it be carried on to the year after, or could it be carried on
in the spring and still be paid for?

Mr. HEREFORD: ' The federal Government would contribute to the payroll
cost of the work performed during the winter; that is, up to the last day of the
program. The project at that stage which has not reached completion would
have to be carried on without federal contribution. The other part of your
question was: could it qualify in the second year. It could under certain
conditions. It has to be a project designed to provide increased winter employ-
ment. If it is a project that was started one winter and goes through the
summer and then carries on for a month into the second winter it would hardly
satisfy the regulations during the second winter. But if the municipality were to
cease work on the project during the summer and resume again the next winter
this would be an acceptable project.

The CHAIRMAN: Senator Pouliot.

Senator Pourior: Mr. Chairman, what is the basis for the allotment of
grants to each province? Is there any basis for that?

The CHAIRMAN: On the Municipal Winter Works Program?
Senator PouLIoT: Yes.

Mr. Dymonp: Well, the offer of the federal Government basically is 50 per
cent of the payroll costs for any eligible municipal project. This is the same
offer for every province. The amount of money that would be spent in each
province is a reflection, I would say, of about three or four variables: The
number of projects eligible that the municipalities bring forward, the amount
of additional grants that the province makes on its own behalf under the
program, the number of municipalities that participate in the program and their
financial resources.

Senator Brooks: And the ability to pay their share?

Mr. DymonD: Yes, and I might observe in relation to the question raised by
Senator Roebuck, one of the big differences between Ontario and Quebec is that
in Ontario there are only 299 municipalities participating in the program,
whereas in the Province of Quebec there are 1,070 municipalities participating
in the program. Of course, some of the municipalities in Ontario are very large,
but the program seems to have a much greater carrying power or spread in the
Province of Quebec in terms of numbers of municipalities participating, though
I think there are more municipal authorities in the Province of Quebec than
there are in Ontario.

Senator PouLioT: What reasons are given for the rejection of projects?

Mr. HEREFORD: I have not the specific reasons for each of the 62-odd that I
mentioned as being rejected, Senator Pouliot.

Hon. Mr. MARCHAND: But you have some restrictions.
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The CHAIRMAN: Isn’t there a memorandum of qualifications?

Mr. HEREFORD: Yes, we have that.

The CHAIRMAN: Would you like to have that filed with the committee?
There is a memorandum on the conditions to which these applications must
conform. Perhaps we should have that on our record.

Senator HAiG: Guidelines.

Senator PouLIoT: But there are certain principles which are established?

The CHAIRMAN: Yes.

Senator RATTENBURY: Am I correct in assuming that municipal employees
ordinarily employed during the winter are not applicable to this legislation? In
other words, it is the unemployed?

Hon. Mr. MARCHAND: Yes.

Senator RATTENBURY: It is the unemployed that must be employed?

Hon. Mr. MARCHAND: Yes.

Senator RATTENBURY: And no permanent municipal employee can be
employed?

Hon. Mr. MARCHAND: If some permanent employees are transferred to the
program because they are needed, say, a foreman or something like that, a
skilled labourer, they are supposed to employ unemployed workers to replace
them. It is provided that they can transfer them.

Senator RATTENBURY: Wasn’t there some controversy in the newspapers a
short while ago about that?

Hon. Mr. MARCHAND: Yes.

Senator THORVALDSON: May I ask what authority supervises that problem,
namely, the problem whether the municipalities are using people who are
definitely unemployed and consequently legitimately come within the program,
or whether they are people who would be employed in any event. Who
supervises that condition?

Hon. Mr. MARCHAND: It is supposed to be supervised by the province. The
whole administration of the plan is under the provincial authorities.

Senator Brooks: Do they recruit from unemployment insurance offices in
the different districts?

Hon. Mr. MARCHAND: They are supposed to go through the N.E.S.

The CHAIRMAN: The National Employment Service.

Hon. Mr. MARCHAND: But it was mentioned in the Auditor General’s report
that in many cases this is not done. Sometimes it is not justified, and they
should have done it. But on other occasions it is inevitable. For example, if
there is a collective agreement and they have to call back designated employees
in the agreement they cannot go through the N.E.S.

Senator ROEBUCK: Is there any minimum allowed which the municipality or
the province is expected to contribute?

Hon. Mr. MARCHAND: Well, necessarily, if the participation of the federal
Government is 50 per cent and the participation of the province is 25 per cent,
then of course they will have to pay 25 per cent.

Mr. DymonDp: There is no requirement.

Hon. Mr. MARCHAND: There is no requirement.

Senator RoEBUCK: If there are provincial governments which do not
contribute, they have no interest in this.

Hon. Mr. MARCHAND: I do not see their interest, except they are part of the
community.

Senator CroLL: They all pay 25 per cent.
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Mr. DymonD: No, some do not. New Briunswick—

Senator DENIS: Since the inception of the program, do you find a year
whereby, for instance, the Province of Ontario would have used more money
than the Province of Quebec?

Mr. HEReEFORD: I think perhaps in the early years.

Senator DENIS: That is very interesting, because those people from Ontario
are rather touchy.

Mr. HEREFORD: Senator, in the winter of 1958-59 the federal expenditure in
Ontario was $1,996,000, and in Quebec that winter it was $1,426,000.

The CHAIRMAN: I hope you are satisfied, Senator Denis.

Mr. HEREFORD: There was more in Ontario the next year: $2,447,000 as
opposed to $1,686,000 in Quebec. But from there on Quebec has had a larger
share.

Hon. Mr. MARcHAND: Does it coincide with the increase of the provincial
participation?

{ Mr. HEREFORD: The first two winters the Province of Quebec did not make
any financial contribution, but in the third they added 40 per cent.

Senator METHOT: Isn’t it a fact it costs more, for instance, to build houses
on which we are going to receive $500 during the wintertime than during the
summertime, and that the advantage is not so large as it was supposed to be?

Mr. HEREFORD: Construction does cost a little more in the wintertime,
depending on the type of construction. You have to heat the building while you
are working on it, and so on.

Mr. DymonDd: On the other hand, I think it might be observed that for large
contracts there are certain offsets in terms of keeping a labour force together
and their equipment operating more continually throughout the year and, very
importantly, in having houses for the spring market as compared to not having
them.

Senator SMmITH (Queens-Shelburne): Isn’t my understanding correct, then,
that in those provinces where this program has really gone over and where,
according to the figures, it is of some importance, it is mostly because those
provinces themselves make a direct contribution, varying from 25 to 40 per cent
of the labour cost? I notice in Nova Scotia where the participation is so very
little it is insignificant, and it is also a province that does not make any
contribution. Is that generally so? What about some of these other so-called
poor provinces and smaller provinces, are any of them making contributions?

The CHAIRMAN: Perhaps we should get on the record what the contributions
of the other provinces are.

Senator SMITH (Queens-Shelburne): While that figure is being looked up by
the officials, I have another question I would like to ask the minister. Is it
possible for a province itself to participate directly in the winter works program
by carrying on a provincial program in the wintertime such as cutting bushes
on the sides of highways?

Hon. Mr. MARCHAND: I understand it has to be done through a municipality.

Senator SMiTH (Queens-Shelburne): Where your highway work is being
done in the province by the province itself, that would not be so. I gather that is
not possible. They just do not take advantage of the winter works program?

Hon. Mr. MARCHAND: I do not know, but I think it has to be a municipal
project.

Mr. DymonD: Yes, it has to be a municipal project. In answer to your first
question, I think there is one element of it that might bear mentioning. New
Brunswick, for example, does not add any percentage either and yet the
expenditures in New Brunswick are quite often twice as much as Nova Scotia.

23455—2
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We have attributed this to very vigorous activity on the part of the provincial
Government itself in promoting the program among its own municipalities as a
straight promotion sort of operation that, I think, has an impact on this
situation.

Senator SMiTH (Queens-Shelburne): I think that might be an important
geast?n. I have discussed this subject with people in municipalities in Nova

cotia.

They had some projects to which they have given consideration. However,
one town clerk, with whom I discussed this matter, said, to use his own words,
“There is too much red tape involved”. He said that it costs so much for the
exchange of letters, that his time is valuable, and they get discouraged and give
it up completely. Is that assessment of his difficulties a fair one?

Mr. HEREFORD: Not really.

Senator SMITH (Queens-Shelburne): What is this so-called “red tape,” to
which the town clerk referred?

Mr. HEREFORD: Our requirements are simply an application form describing
the project which when approved by the province is submitted to the federal
Government, and we deal with these applications the day they are received.
Unless something unusual arises, the approved application form goes back to
the province immediately.

Senator PourioT: The requirements of the Department regarding these
works are signed by the federal Government and the province, are they not?

The CHAIRMAN: Perhaps I might answer that, Senator Pouliot. The minister
has given me a copy of a letter which was sent by the honourable Mr.
MacEachen to each provincial premier, dated July 12, 1965, which sets out the
terms upon which the federal Government is prepared to make its grants.

Senator PouLrIoT: It is like a deed?

The CEAIRMAN: It is like an agreement, if you will. I think we should have
this printed as an appendix to today’s proceedings and we shall then know the
terms under which these works are carried out.

Hon. Senators: Agreed.

(Copy of letter from Hon. Mr. MacEachen printed as appendix to today’s
proceedings.)

Senator PouLioT: Thank you very much, Mr. Chairman.

Hon. Mr. MARCHAND: It must be clear that this is not an agreement
negotiated with each province because conditions differ.

Senator PouLIoT: Each province comes with its projects?

Hon. Mr. MARCHAND: Yes.

Senator PouLrioT: Now, are there any bylaws or regulations of the Gov-
ernment which decide on the orders specified by the Minister of Labour?

Mr. DymonD: Those are the complete regulations that govern the projects
sent in by the province. Privinces may set up some regulations of their own,
which vary from province to province, relating to the financial capacity of the
municipality, or regulations relating to their additional share, and this kind of
thing; they do not vary very much.

Senator PouLioT: Do the provinces submit those provincial regulations to
the federal Government before they put it in force?

Mr. HEREFORD: In each case, senator, there is simply an additional explana-
tion of what is contained in it.

Senator PouLrIoT: It is like the marginal note?

Mr. HEREFORD: That is correct.




FINANCE 41

Senator KINLEY: Do they have regard to what production is available in the
provinces, or have you one specification throughout Canada?

Mr. DymonD: There is one specification for all of Canada.

Senator KINLEY: May I point out that in Nova Scotia they have to bring in
lumber from other parts of Canada.

Mr. DymMoND: Are you referring to the housing program?

Senator KINLEY: Yes; they have to import wood and materials from other
parts of Canada, because Nova Scotia has only a certain amount of timber
available.

Mr. DymonD: On the housing program, the specifications with respect to
this matter are the National Building Code.

Senator KINLEY: I know that. We provided houses for our men; we did that
ourselves. The complaint regarding the amount of $500 is not related to winter
time; the cost in the winter time is much more than $500.

The CHAIRMAN: Senator Croll?

Senator CRoLL: During the year 1964-1965, the period we are talking about,
the regulations are that the dominion Government pays 50 per cent and the
provinces 25 per cent of the cost. Some of the provinces added to that. Will you
put on the record an indication of how much each province added beyond the 25
per cent?

Mr. DymonD: The province does not have to give anything; this is entirely
up to the province.

Senator CroLL: Let me re-phrase the question. The contribution of the
dominion Government was 50 per cent. Would you indicate for the record how
much each province gave beyond that, so that we can read it in the record
tomorrow.

Mr. HEREFORD: In Prince Edward Island, and I might say the whole of that
province, is a designated area for the purposes of the program—the federal
contribution is 60 per cent and the province adds 30 per cent.

Senator CRoLL: You said designated areas 60 per cent?

Mr. HEREFORD: In Quebec the federal Government pays 50 per cent, and 60
per cent in certain designated areas, and the province pays 40 per cent.

Senator CROLL: In addition to the 50 per cent?

Mr. HEREFORD: To the 50 per cent or 60 per cent.

Senator CROLL: So that in some instances it is 100 per cent.

Mr. HEREFORD: That is correct.

Senator CroLL: If that is for the province which needs money for education,
and all the other things, I am very glad to hear about it.

Mr. HEREFORD: Ontario contributes 25 per cent and 30 per cent in designat-
ed areas. Manitoba contributes 25 per cent in respect of unemployed persons
who are not entitled to unemployment insurance and 50 per cent in respect of
persons who immediately before being employed on the projects have been in
receipt of social welfare assistance for 30 days. So that that 50 per cent does not
apply to the whole. The contribution of Saskatchewan is 25 per cent right across
the board. Alberta, 25 per cent across the board. British Columbia pays 50 per
cent in respect of persons who had been in receipt of social welfare allowances.
If these people are not available, the contribution is 25 per cent of direct payroll
costs in respect of unemployed persons who have no entitlement to unemploy-
ment insurance benefits.

I have not mentioned New Brunswick, Nova Scotia and Newfoundland, as
they do not make a financial contribution.

23455—2}
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Senator BRooKs: Does that mean that the federal Government pays 100 per
cent? ; '

Mr. HEREFORD: In those three provinces? No, it is 50 per cent or 60 per cent.

Senator Brooks: Then the provincial government has to make up the
difference. ,

Senator DENIs: It is made up by the municipalities.

Senator BrRooks: But some municipalities are not paying anything, are
they? I understand that the basis was 50 and 25 and 25.

The CHAIRMAN: That is why the amount is so small in Nova Scotia.

Senator CrRoLL: So New Brunswick, Nova Scotia and Newfoundland receive
nothing from their provincial governments?

Mr. HEREFORD: That is correct.

Senator CroLL: If I recall, and correct me if I am wrong, it occurs to me

that Newfoundland does much better than either of the other two provinces; is
that correct?

Mr. HEREFORD: It might be mentioned that the whole of Newfoundland is a
designated area.

Senator CroLL: But if I recall correctly, Newfoundland does better than the
other two.

Senator Brooks: I have the figures here. Newfoundland, $209,000; Nova
Scotia, $119,000; New Brunswick, $394,000.

Senator CRoLL: Then New Brunswick is higher than Newfoundland. How
do you explain the difference between Newfoundland and Nova Scotia, I mean,
the comparative wealth is the other way.

Mr. HEREFORD: I would have to say, sir, that I think this is a matter of the
promotion of the program within the province.

Senator CRoLL: By the province?

Mr. HEREFORD: Yes.

Senator IsNOR: The minister in his statement mentioned two amounts,
$285,000 and $150,000. The $150,000 was for advertising. What was the other
amount, $285,000 for?

Mr. HEREFORD: They are both for advertising.

Mr. DymonDp: The $285,000 was in the Main Estimates and the $150,000 in
the Supplementary Estimates.

The CrAIRMAN: Honourable senators, it is now almost 5.45 and the Senate
bell must be on the verge of ringing. We will meet tomorrow morning at 9.30
with the officials here.

The committee adjourned.

Orrawa Thursday, February 24, 1966.
The commiitee resumed at 9.30 a.m.

Senator T. D’Arcy Leonard in the Chair.

The CHAIRMAN: Honourable senators, it is 9.30 and there is a quorum.
When we left off yesterday we knew the Minister would not be able to be here
this morning, but we have with us again Mr. Dymond and Mr. Heref‘ord, apd
they are prepared to continue answering your questions in conqectlon with
particular items in the supplementary estimates dealing with winter works
programs, the municipal winter works and also the housing program.

We might start off where we finished yesterday evening. The witnesses are
ready to answer any questions from the committee, if anybody has any
questions.
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Senator HoLLETT: Yesterday I was interested in the figures in the statement
made by the Minister. I was wondering if Mr. Dymond could tell us as to
whether they have made any estimates of the additional costs of doing winter
work as compared with summer work.

Mr. W. R. Dymond, Assistant Deputy Minister, Program and Development,
Department of Citizenship and Immigration: We have not gone into this very
thoroughly departmentally. However the Canadian construction industry did
a survey, particularly on the commercial and industrial building sector and
the additional winter costs in that kind of construction, and they found that
the winter costs for large buildings were very, very small, about one or 2 per
cent—

Senator HOLLETT: Two per cent?

Mr. DymonD: Less than one per cent for that kind of building. Now I do
not think that is typical of all kinds of construction work. For housing, my
impression would be that there has been a little more work done on this in the
industry and by Central Mortgage and Housing Corporation, but it would
appear to be somewhat higher than that, although it depends to a great extent
on the year, and the kind of winter and even to a greater extent on the
capabilities of the contractor and whether he plans his work effectively ahead
and makes the necessary provisions. Much depends upon him and upon his
equipment and how good a job he does.

There are, of course, other kinds of construction work that you get into
such as paving which is very expensive if you want to do it in wintertime. Then
there are other jobs that can be done better in the winter; bridge work, for
example, so far as putting in piers and that kind of thing you can do better in
winter because of the ice. A lot of trenching work can sometimes be done better
in winter because the ground is frozen and you do not need to make provision
for holding the walls up with boards and so on. So that there is a very mixed
picture in terms of additional cost during the winter depending upon the type of
work, the climate and the skill of the contractor—a number of variables like
that. We do not have any details other than this large building sector in figuring
our additional winter costs.

Senator RATTENBURY: These costs are increased in wintertime or if a
job is projected for wintertime working. Jobs like bricklaying or machinery
work—the daily average goes down in wintertime although we are devising
means to combat wintertime construction by encasing construction in balloons.

Mr. DymonDp: That is right; it is very difficult to get a true picture of this
cost question.

Senator RATTENBURY: The original prices are predicated on the scheduling
of the work.

Mr. DyMmonD: And it depends a lot on the type of construction.

Senator KINLEY: You are interested only in new construction? You do not
do any remodelling or fixing up older places that can be very cheaply put into
good shape?

Mr. DyMonD: Are you talking about housing now, senator?

Senator KINLEY: Yes.

Mr. Dymonp: We have not got into any direct incentives for the renovation
field in housing. We have quite a campaign as part of the “do it now’” campaign
that emphasizes the desirability of doing renovation work in the winter months.
We have had a lot of co-operation from the building supply industry particular-
ly in this campaign, and their sales since this campaign has started have

doubled and tripled. They have really moved ahead in the winter months as a
result of this emphasis.

Senator RATTENBURY: Their sales have evened out on the 12-month basis
pretty well.
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Mr. DymonbD: This is true of the housing industry as a whole.

Senator KINLEY: In the rural districts I find we can buy small farms and
places quite cheaply, and you can put your man on them, and with the
automobile they do not mind driving five or six miles to come to work, and they
feel they get less taxation. Then when we have a lay-off they are not so
dependent; they have some stock and some things they raise on the land. This is
especially good for the veterans; they do that a lot. But it seems to me that
there is a place for remodelling and replacing in this scheme. In the cities they
are putting up these ‘cliffdwellers’ ” apartments, and so on; I do not like it. A
man is much better off if he raises his family in rural places. The schools are
good now, and he has the telephone and all the conveniences of a town. He has
power for his water and power for his heat, and everything. To build up the
rural communities that way is a good idea. We have been doing it for 50 years.

The CHAIRMAN: He can get loans for that type of undertaking.

Senator KINLEY: Yes, and a building loan to remodel his place. A fellow
comes in to work in the plant, and he has been raised on a farm. Then he gets
an urge and he will buy a place in the country, and the first thing you know is
we lend him the money and then the first thing is he owns it. He is not like the
fellow that gets fired and has no money. He has a place and something to do,
and it creates a good economy.

The CHAIRMAN: Mr. Dymond, yesterday you gave us some very interesting
information breaking down the municipal winter works program by provinces.
Have you similar figures with respect to the $500 incentive for the housing
program?

Mr. Dymonb: Yes, I think we do.

The CHATIRMAN: Would the committee like to have that information?

Hon. SENATORS: Yes.

The CHAIRMAN: Is it for the 1964-65 year?

Mr. F. M. Hereford, Director, Special Services Branch, Department of Labour:
The figures on the expenditures given yesterday were for 1964-65 municipal
program.

Senator KiNLEY: In the provinces where they give an extra amount, do
they amplify this $500 at all?
Mr. DymonD: No, the provinces are not involved.

The CHAIRMAN: This is a direct payment by the federal Government to the
first purchaser of a house. Broadly speaking that is it, isn’t it?

Mr. DyMmoND: Yes, a housing unit.
The CHAIRMAN: Built in the wintertime?
Mr. DymonDd: Yes. The provinces are not involved in this program.

Mr. HEREFORD: The expenditures to date under the 1964-65 winter house
building program are as follows, by province:

NeWEauBadIER AT o o e s arsl s d e &St $ 130,000
PrincerEAWard IsIana /5 . et Gahlrts « o o ok s sinisetas $ 28,000
NOVE SSEOTIR 14 o 505 0558, + ornssis SAsatls +PEorEa s fh ARER Sr i $ 197,000
New'! Branswick: 51, 00007 CaE O TOR I8 i $ 196,000
Quebee 5 .00 . B, 10 105U, 3% BEIRINET B IEME) e $6,545,500
Ontatiorid . A0 S0 G O O A N $4,726,000
Manitoba 7} AUz islptaios Al T R e e T e $ 743,500
SaskateRewan-"505 L SofUR gASS (ROl Ve te ol $ 647,000
ATBFERILE, i I e D e eatsat) s hiarsieha $1,815,000
British ColmbIa oo «ors + Eomiale » 5l Diastimels sty s o $1,417,000

The Yukon and Northwest Territories .......... $ 6,000
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Senator CrRoLL: All we have to do is to divide that by 5007

Mr. HEREFORD: Yes, or I could give you the number of units. The division of
those figures by 500 gives you the number of units.

The total amount expended up to now is $16,451,000.

Senator PEARSON: You have not that divided by metropolitan and rural,
have you? For instance, Montreal, Toronto, Hamilton?

Mr. HErReFORD: No, I have not, senator.

Senator CroLL: That indicates one thing, that there was more winter
building, real winter building for home consumption done in Quebec than there
was in Ontario.

Senator RATTENBURY: Of that type.

Senator CroLL: Well, when you say “of that type’’—it is all winter building.
Any house that is built at all gets the $500.

Senator RATTENBURY: I realize that, but it does not necessarily indicate the
degree of the activity in the various provinces on an overall picture.

Senator CroLL: I was under the impression we were doing much more in
the way of building in Ontario than in any other province.

Senator RATTENBURY: That is the point I make.

Senator CroLL: But it may not be true.

Mr. DymonD: As far as housing accommodation is concerned, this does not
cover multiple unit apartments.

Senator CroLL: I realize that, and I was staying off that.

The CHAIRMAN: It also indicates there is a more general use of the housing
subsidy for employment throughout the whole of Canada than there seemed to
be in connection with the municipal winter works incentive program. Is that a
proper deduction? That is, that the comparable figures for other provinces are
not so extreme as in the case of winter works.

Mr. Dymonp: We wculd have to analyze it really on a per capita basis to
make a deduction on that.

Senator CROLL: Something comes to my mind. Do you remenber the
forerunner of this bill, the 1939 bill—what was it called?—in which the
municipalities through the province were given loans?

Mr. HEREFORD: The Municipal Improvements Assistance Act.

Senator CroLL: I remember that act very well in 1939. I was not here then,
but I remember looking into it when I came back in 1945. I am sure I am right
when I say that what struck me then was that almost 70 per cent of that was in
the Province of Quebec, and that was on a loan basis, and it was repaid at that
time, because I followed it up at the time when I was urging the Government to

do more of that in 1945, when we got back here. They seemed to take the
opportunities in that province as far back as 1940. They seem to take those
opportunities much more than we do in the rest of the country. These were
loans that were repaid. This merely bears out the fact that the rest of the
country just is not wising up to some of these advantages.

The CHAIRMAN: May I ask whether there is any special incentive also given
by the Province of Quebec in connection with these loans, apart from the $5007?

Mr. HEREFORD: No.

The CHAIRMAN: There is nothing, for example, like there is in connection
with farm loans in Quebec, like especially favourable interest rates to farmers?

Mr. DyMmonD: There is something in the housing field.
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Mr. Hererorp: There is a provincial rebate. I am not thoroughly
familiar with it, but there is a provincial rebate system in Quebec whereby
persons with income below a certain level get a rebate on the interest on the
mortgage.

The CHAIRMAN: That is what I recall too.

Senator PouLIoT: In other words, Mr. Chairman, what I understand is that
the department does not run after Ontario or Quebec to offer money; it takes
due consideration of the number of projects that are submitted; is that the
case?

Mr. DymMmonD: Yes, that is correct, under the municipal winter works
incentive program.

Senator PouLrioT: If a province submits a larger number of projects for
grants than any other province, then it is expected to get more than the
province which submits a smaller number of projects; is that correct?

Mr. Dymonp: That is correct.

Senator PouLioT: Now, to continue on that point, your plans are not given
according to the population of a province?

Mr. DymonD: That is correct.

Senator PouL1oT: It is given according to the needs.

Senator IsNoR: The financial picture must come into that.

Senator PouLioT: Yes, the size of the project; and for the size of the
project it is the same thing, is it?

Mr. DymonD: That is correct.

Senator PouLrioT: Now, sir, is it not true that there are more designated
areas in eastern Quebec and in northern Quebec than there are in Ontario.

Mr. DymMmonD: Yes, to my knowledge there is more population in designated
areas in the Province of Quebec than in the Province of Ontario—areas designat-
ed under the Department of Industry Act for grants for industrial development.

Senator PouLIioT: That was my understanding. And is there any preference
for a province over any other province in approving projects?

Mr. DymMmonD: No, it is strictly on the number of projects that come forward
from the province and whether those projects are eligible under the terms of
the program.

Senator PouLrioT: You are just the same as a bank which lends money to
those who want to borrow it, and the bank does not run after customers who do
not need any loan; is that true?

Mr. DymonDp: Yes. I would say the analogy is a little difficult to make
between banking and this in certain respects. We do not evaluate the credit
worthiness, for example, of any of the applicants for grants under the municipal
program. That is a matter strictly for the province. In other words, if money
would have to be borrowed from banks for the program that comes forward,
that is a matter for the departments of municipal affairs and agencies of that
kind at the provincial level. We are not involved in that question at all.

Senator Halc: In other words, the project has to be approved by the
province before submission to you?

Mr. DymonD: That is correct.

Senator RATTENBURY: Why then does the Auditor General come into the
picture?

Mr. Dymonp: Well, I think he probably should answer for himself on that,
senator. My understanding is that he is in the picture auditing any federal
expenditures.

Senator RATTENBURY: After they are made?
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Mr. Dymonp: After they are made.

The CHAIRMAN: I wonder if at this stage I may refer to pages 43 and 44 of
the Auditor General’s report. He has listed eight points in connection with these
agreements. Whether or not Mr. Dymond or Mr. Hereford would like to deal
with any one of these points, I do not know. Some are more important than
others. For example No. 8 says:

Instances were noted on projects carried out under contract where the
wages shown on the claim were at the rates charged to the municipality
by the contractor and not at the rates actually paid by him to his
employees.

I presume he paid his employees less, and charged the municipality more.
What do you have to say about this?

Mr. DymonD: We could comment on that, senator. The system that we
normally follow is that the Auditor General brings these points to our attention
in connection with the test audits of provincial accounts, and we then bring the
comments which he makes to us, as the federal department responsible for the
program, to the attention of the province, and ask for their comments. Steps are
then taken to recover moneys that are brought to our attention if they were
improperly made.

I might ask Mr. Hereford to elaborate more fully on what we do when
comments are brought to our attention by the Auditor General.

Mr. HeERerFORD: That is substantially the procedure. The provinces on
occasion have some very good explanation as to why this was done; and in some
instances it is acceptable. What we really do is negotiate with the provinces on
the individual reports of the Auditor General. Some items we are agreed are
properly chargeable, where it is determined that money is due to the Crown, we
effect the recovery.

The CHAIRMAN: From our point of view, I think we are more interested in
how you are going to avoid the same thing happening if we are to have a
1966-67 winter works program, which I presume we will have, where there
appear to be opportunities for the intentions of the federal Government being
frustrated or made more difficult by procedures. Is there any step ahead of time
that can be taken to make sure that when a project is approved it accomplishes
what the federal Government intends it will accomplish, creating employment,
particularly for those unemployed, and seeing that they get the pay cheque they
are entitled to.

Mr. DymonDp: I might make a general comment, and then Mr. Hereford can
comment. Yes; for example, particularly as a result of the test audits that I
believe the Auditor General has been making since 1962-63, it certainly has
come to our attention that there are some of these problem areas in this
program that the Auditor General’s report indicates.

We of course are handicapped to a considerable degree by virtue of the fact
that the provinces are administering the program initially at the provincial
level, so that we do not have a supervisory field staff out checking on the
activities of the municipalities in this respect. We have to rely, by and large, on
the provinces to do this. However, there are certain aspects of the program that
are really difficult to administer, such as a number of the items that the Auditor
General mentions in the report. I think, for example, we need a better and
tighter definition of an “unemployed man” for the purposes of employment on
the program.

Some of the conditions we laid down should really be a bit unrealistic, and
I think it is a question of either dropping those conditions or substituting one or
more capable of administration by the municipalities and the provinces.



48 STANDING COMMITTEE

From discussions I have had with the minister, I think it is his view that
we need to engage in sharpening up our definitions, making them more realistic
and capable of administration by the provinces and the municipalities, and I
know the minister intends to take a look at it.

Senator CroLL: If I remember correctly, you told us there were recoveries
to the extent of about $30,000 one year, $30,000 odd the next year in that area.
Let us take the year 1963-64. In the case of a bad actor in 1963, from the time
you recovered, how did you look at him in 1964? Did you have a repetition on
the part of that bad actor after you recovered—a term I am using for the
municipality which takes advantage?

Mr. HEREFORD: We look at the next year’s projects very closely, and we put
what we call a “stop payment” on projects where we have some concern.

Senator RATTENBURY: Do you look at it from the viewpoint of the project
or from the viewpoint of the manpower employed, or from both?

Mr. HEREFORD: In both ways.

Senator KiNLEY: Do you blacklist any municipalities or contractors? Do you
have to blacklist them?

Mr. DymonDd: No, I do not think we engage in a practice of that kind. We
do not have any dealings directly with contractors. It is strictly up to the
municipality to hire the contractors.

Senator KINLEY: Only the house building?

Mr. DymonDd: In the house building?

Senator KINLEY: Yes.

Mr. DymonDp: Any house that is built in conformity with the terms of the
program is an eligible house, regardless of who is involved in building it.

Senator KINLEY: There is an open element in every business, there is
always some lcss, but I do not think we should take what the Auditor General
says lightly. He is the watchdog of the treasury and is a very important man
and he is looking after the safety of the people’s money. We should take
seriously anything he says, and I think we do.

Mr. HEREFORD: The Auditor General has not reported on the house building
program.

Senator CroLL: How much money does our program involve in the 1964
program, on the amount of recovery of $30,000?

Mr. DymMmonD: Do you mean the total amount of expenditure?

Mr. HEREFORD: In 1963-64, which would be the year, our expenditures were
in the neighbourhood of around $32 million.

Senator CroLL: Thirty-two million dollars of which you recovered $30,000
in recoveries?

Mr. DymMmonD: For the sake of clarity, we are recovering other moneys
which have not been brought to your attention by the Auditor General.

Mr. HEREFORD: There is still under consideration for those two years
something in the neighbourhood of $60,000 being negotiated.

Mr. DymonDp: But there are also other ways in which we have detected
expenditures that do not conform with the terms of the program—where we
have withheld payment as well.

Mr. HEREFORD: That is true.

Senator CrorL: I have not got the report in front of me—you have it, Mr.
Chairman—but did not the Auditor General make a statement, the purport of
which was that we had no way of checking at all any of these things?

The CHAIRMAN: I think you may have in mind that, in the case of one
province: he said that it “has indicated its reluctance to an examination being
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made of the records of its municipalities by members of the audit office on the
grounds that these records are already being subjected to extensive examination
by the provincial auditor”. There is nothing said as to the access to the
provincial records. It is regarding the auditor’s attempt to check the municipal
records that this comment is made. I think that is probably what you have in
mind.

Senator SMITH (Queens-Shelburne): On the winter house building pro-
gram, my rough calculations indicate that in the year for which we saw figures
and the breaddown through the various provinces, a lot of money was spent in
connection with the incentive payments of $500, and there were about 32,000
homes built in Canada in that year. Is that your figure?

Mr. HEREFORD: The year 1964-657

Senator SMITH (Queens-Shelburne): Yes.

Mr. HEReFORD: There were 33,573 dwelling units that qualified for the
incentive under the program.

Senator SMITH (Queens-Shelburne): And having qualified, there was that
much money spent?

Mr. HEReEFORD: We have made expenditures to the extent I indicated,
$16,451,000. We still have to receive claims for $335,500, which is the difference.

Senator SMiTH (Queens-Shelburne): And having qualified, there was that
quite good. Have you any information as to the net effect of this incentive
program by referring to what would be a similar active year in the house
building industry, for winter time?

Mr. Dymon: I could perhaps give some figures that would be suggestive in
this regard. The house building program started in the winter of 1963-64—the
winter incentive program. Let me give you the figures for 1962-63, for dwelling
starts in centres of 5,000 population and over. In that year there were 56,000
dwelling units built, or starts of houses, in those centres. In the period
November to February in the year 1962-63, there were 13,000 starts. Now we
come to the year 1963-64, which was the first year of the program, and in total
there were 59,000 starts, and in the winter period there were 23,000 starts.

Senator CroLL: Seven thousand more.

Mr. DyMmonND: More than that.

Senator CroLL: You said 16,0007

Mr. DymonDp: Twenty-three thousand as compared to 13,000, so it is almost
a doubling of activity in the winter, while there was not much increase in total.
Senator CRoLL: And in the next year?

Mr. DymonDp: In the next year, 1964-65, the total number of starts

“amounted to 58,000 and in the winter period the number of starts was 24,000.

Senator CroLL: That is 13,000, 23,000 and 24,000—only 1,000. more.

Mr. Dymonp: There was not much more total activity in house building,
because the figures are almost identical.

The CHAIRMAN: You might give the figures for the last year, 1964-65, for
the other two periods of the year.

.Mr. Dymonp: These are enlightening and I would summarize them by
saying that, for about the same level of housing we just about doubled the
starts in the winter period. If we take the July-October period 1962-63, before
the program, the number of starts was 25,000. In 1963-64 this dropped to 21,000.
In 1964-65 it dropped to 19,000. So we took starts out of the July-October
period that went into this winter period.

If we look at the March-June period in 1962-63, there were 18,000 starts;
in 1963-64 this had dropped to 15,000; and in 1964-65 it had also dropped to
15,000. So we were redistributing, which was our exact intent, the activity in
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the housing industry on a much more even basis throughout the year. This, in
terms of the total employment effect, or the total effect, was for a relatively
small expenditure of Government money in terms of the impact that it had on
the industry.

Senator SMITH (Queens-Shelburne): I wonder, Mr. Chairman, whether the
witness could put this net effect in terms of jobs, in net increase in the number
of jobs during the winter season?

Mr. DymMmonD: We have not got any solid statistical data on employment in
this industry. This is very diffiult to come by, technically. Our estimate is that
we redistributed about 100,000 jobs on the on-site construction, and about an
approximately equal number in all the industries that stand behind the
construction industry—which are a very large array of industries. This is our
estimate of the impact in terms of employment, but I must stress that it is very
much of an estimate. We do not have solid statistical data on this particular
question.

Senator CrRoLL: So that on an expenditure of $32 million odd we got 200,000
people employed, approximately?

Mr. DyMonD: Fifteen million dollars, approximately.

Senator CroLL: Fifteen million dollars. Two hundred thousand people
employed, estimated, in addition to making available homes for people?

Mr. DymonDp: That is correct. There are two effects to this program, and I
might mention them for the record. The major effect is simply that of a
redistribution of house building activity as between the winter and summer
months, and this is our main intent from an employment point of view. But,
there is some incremental addition, I think, to the housing stock, and to the
number of people who have the capacity to purchase houses because of the fact
that the amount of down payment required is reduced by $500. This undoubted-
ly has had some effect in increasing in any particular year the number of
units built, but to what extent we do not know.

Senator RATTENBURY: The $500 is applied against the down payment?

Mr. DYyMoND: A purchaser can use the $500 as part of the down payment, so
to that extent it reduces it where it counts.

Senator CROLL: Is there a similar sort of program in the United States?

Mr. HEREFORD: No, sir.

Mr. DymonD: We are the only country that has this sort of program in the
housing industry.

Senator SMITH (Queens-Shelburne): To follow up what I was dealing with
a few minutes ago, may I ask if there are facts to substantiate the statement
that the bonus incentive for winter house building is by far the most important
part of your encouragement of the use of labour in the winter time? It strikes
me, by just looking at the thing casually, that it is much more effective in that
respect when compared to the total of jobs created by the municipal winter
works program.

Mr. DymonDp: No, I think the figures for the municipal winter works
program are equally large, or even a little larger. I think the observation to
make is that per job affected the housing incentive program is a much bigger
bargain in terms of the taxpayer’s dollar than the other program is. In other
words per job affected we do not need to spend nearly as much money in the
housing sector as we do in the municipal winter works sector, but I do not see
any other way of achieving the result in the other sector of the economy, so to
speak.

I think the reason why we can have such a big impact in the housing sector
is that essentially we have to put just a little money in with the consumer’s
money. He is still paying for most of the house. We are paying only for a very
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small percentage of that housing unit, but, nevertheless, where we put the
taxpayer’s money is at the very point where it counts most from the average
consumer’s point of view.
The CHAIRMAN: It is a leverage.

Mr. DymonDd: Yes, it is something he can put with his down payment, and

that is a very big leverage.

Senator SMITH (Queens-Shelburne): It strikes me that with the creation of

a desire to build houses in the winter because of the bonus we are opening up

so many other ancillary labour-content industries. I know that that is an

{ awkward phrase, but there is created a demand for the materials that go into a

. house, which are widely varied, whereas, I understand, the general run of

E construction under the winter works program, although there is some cement

and items like that used, is for the most part very heavy labour-intensive, and

does not bring in the labour involved in the manufacture of materials. Is not

v that the situation too?

5 Mr. DymonD: It is pretty hard to say. You are really talking about the

percentage of labour content in a housing unit as compared to the percentage of

labour content in other construction activities that are covered by the municipal

winter works incentive program. I personally would not want to generalize on

that subject. I think it depends a lot upon an analysis of the character of the

construction taking place under the municipal winter works incentive program.

Some of it is very light on materials, but in places where small buildings are

being built, an curbs, sidewalks, lighting and that sort of thing—

Senator SMITH (Queens-Shelburne): Just on that point, there are certain

classes of buildings that are excluded from the municipal winter works pro-

gram?

Mr. DymMmonD: Oh, yes.

Senator SMITH (Queens-Shelburne): And they are quite common in so far

as municipalities are concerned. I do not know what buildings you have left.
What are the buildings that do qualify? Do town halls qualify?

Mr. HEREFORD: That is right, town halls, fire stations and recreation centres,

ete.
Senator SMITH (Queens-Shelburne): But no schools or hospitals?
Mr. HEREFORD: Schools and hospitals are buildings excluded.
Mr. DymonDp: I might say a word, if I may, on this exclusion of buildings
under the program. The main economic reason, if I could put it in that way, or
the employment reason, for these exclusions is that the construction of large
buildings such as schools and hospitals typically carry on over the winter
months in any event, and our intent is simply to influence those construction
activities that would not normally either take place in the winter months or
continue through the winter months.
Senator ASELTINE: Mr. Chairman, we are pretty well on into 1966 at this
time, and I am wondering if any figures are available for 1965-66 similar to
those we obtained yesterday with respect to 1964-65.
The CHAIRMAN: That is related to the item of $54 million in the estimates
we are currently dealing with for the municipal winter works program, and the
item of $17 million for the winter house building incentive program. Senator
Aseltine, I think, has asked a very good question, and we would all like to know
how far you are along in processing applications and spending money in
connection with this current fiscal year which ends at the end of next month.
Mr. HEREFORD: Yes, sir. Under both of these programs we are still receiving
applications, and will be receiving them because the municipal winter works
program runs through to April 30, and the winter house building incentive
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program does not reach its conclusion until April 15. I have figures here with
respect to the municipal winter works incentive program up to February 11. It
must be borne in mind that these are estimates. Yesterday I was able to give
our exact expenditures, and these figures will be much higher. I might say in
explanation that our experience over the years has been that our actual
payments are somewhere in the neighborhood of 65 to 70 per cent of the
estimates. I will give you the estimates based on the—

Mr. DymonD: These are taken from the applications made by the
municipalities. I make that explanation, because we have no responsibility at
this stage for the figures they submit.

Mr. HErReFORD: The figures are: Bristish Columbia, $4,548,000; Alberta,
$4,324,000; Saskatchewan, $3,486,000; Manitoba, $1,340,000; Ontario, $11,808,-
000; Quebec, $32,875,000; New Brunswick, $756,000; Nova Scotia, $636,000;
Prince Edward Island, $670,000; Newfoundland, $471,000; Northwest Territo-
ries, $81,000; Indian Bands, $201,000.

That comes to a total of $61,196,000. There may be a slight difference
because of some rounding-off in the figures, but the total is—

Senator PEARSON: Why is there such a tremendous difference in the amount
for the province of Quebec as compared with the amounts for the other
provinces?

Mr. HEREFORD: As was pointed out by Mr. Dymond there is the added
incentive provided by the provincial Government.

Senator KINLEY: Has your department any economic interest in Expo ’67?

Mr. DymMonD: No, no financial interest.

Senator KINLEY: Therefore, part of the money that goes to Quebec is not
absorbed by preparation for the centennial?

Mr. Dymonp: There may be some works that could be related to the
centennial.

Senator KINLEY: Prince Edward Island seems to be in the forefront with
respect to these figures.

Senator RATTENBURY: It is about the same as Nova Scotia.

Senator McCuTcHEON: I did not hear Mr. Hereford’s reply as to why
Quebec was absorbing more than half the estimate.

The CHAIRMAN: We dealt with this yesterday, Senator McCutcheon.

Senator McCuTcHEON: I was in bed yesterday.

The CHAIRMAN: We are glad to see you back today. Quebec gives a bonus in
addition to the federal subsidy to municipalities in connection with these works.
Ontario, for example, gives 25 per cent and Quebec gives 40 per cent. These are
nondesignated areas, and in the case of designated areas—

Mr. DymonD: The federal grant is 60 per cent and the provincial is 40 per
cent to make up a total of 100 per cent of the cost.

Senator KINLEY: In Prince Edward Island when constructing the buildings
in Charlottetown in connection with the Centennial, had you anything to do
with that? ,

The CHAIRMAN: This had nothing to do with the winter works program.

Senator KINLEY: But I wonder if it had been begun in winter what would
have been the situation?

Mr. DymonD: If, for example, the city put in street lighting—I don’t
know whether they did or not, but if they did this could have been under our
program.

Senator KINLEY: I know there was quite some trouble with winter works.
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The CHAIRMAN: Are you finished now with Senator Aseltine’s question?

Senator CrRoLL: They didn’t answer the question fully about housing.

The CHAIRMAN: I want to know how to reconcile a $61 million figure with
the figure in the estimates of $54 million.

Mr. DymonDp: Mr. Hereford explained that the expenditures of the
municipalities only came to 60 to 70 per cent of the final figure we encounter
here.

The CHAIRMAN: There was an overestimate?

Mr. DymMmonD: There was an overestimate of 30 per cent. We took that into
account in presenting our estimates to Parliament.

Mr. HEREFORD: Might I add a word? The $54 million includes $6 million
provided by way of Governor General’s warrants to take care of a shortage in
our estimates last year. We had $35 million in the estimates and our final
expenditures come to about $41 million. For the current year our expenditure is
anticipated to be $48 million.

The CHAIRMAN: Does any of this $54 million have to be returned to the
consolidated revenue fund if it is not spent or does approval of applications
automatically carry over to enable you to make the payments?

Mr. HEREFORD: This is what I believe to be a non-lapsing vote because the
vote covers two fiscal years. It also provides for the payment of undischarged
commitments under previous programs.

The CHAIRMAN: There is no lapse involved.

Mr. HEREFORD: No.

The CHAIRMAN: Now if we could have the figures for Senator Aseltine.

Mr. HErReroRD: I have very little information as yet as to expenditures
because not too many of the houses have been completed. If I may give the
figures in relation to units—many are still under construction.

Mr. DymMmonD: You can get a rough indication of the expenditure by
multiplying the units by 500.

Mr. HEREFORD: The applications received for 1965-66 are:

Newfoundland, 204; Prince Edward Island, 54; Nova Scotia, 528; New
Brunswick, 501; Quebec, 13,137; Ontario, 9,460; Manitoba, 1,668; Sas-
katchewan, 1,999; Alberta, 3,815; British Columbia, 3,640; Northwest
Territories, 6.

And that totals 35,012 units.
Senator ASELTINE: What was the total for the previous year?

Mr. HEREFORD: It ran just about the same at that time.

Senator RATTENBURY: There is no yardstick subject to which this $500
becomes payable? Referring to Senator Kinley’s remarks on rural development,
if a farmer decides to put up his own house he may have $7,000 or $8,000—

Mr. HErRerFORD: He can participate.

Senator RATTENBURY: It does not have to be built under the regulations
of CM.H.C. or N.H.A.?

Mr. HEREFORD: No.

Mr. DymonDd: The only restricticn is that the building is carried out within
the prescribed period, and that it conforms in general to the national building
code in relation to housing.

Mr. HEREFORD: There is also some limitation as to size because it is specified
in the National Building Code that a certain amount of space shall be provided

for each room. We do provide that a house must have at least four rooms and a
bathroom.
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Mr. DyMonD: There are no restrictions as to how the house shall be put in
place. It can be done by the owner or by a contractor.

Senator RATTENBURY: That is a very good feature.

Mr. HEREFORD: The only restriction is the timing.

The CHAIRMAN: Mr. Dymond, on your municipal winter works, do your
figures give any indication as to what the hourly wages on winter works
programs amount to? In other words for what the federal and provincial
governments are spending, how many man-hours result and can you give some
indication of the average cost per' man-hour?

Mr. DymonDd: This could be calculated. We have man-hour estimates that
could be compared with estimates of expenditure. We have not calculated those.

Mr. HEREFORD: No. For the current winters program the total payroll costs
estimated, works out at $113,643,000 and it is estimated that these projects will
provide 7,464,407 man-days of work.

The CHAIRMAN: That is roughly $16 per man-day of work.

Mr. HEREFORD: Of course it varies greatly across the country.

Mr. DyMoND: On an eight-hour day it would be $2 an hour, but the wage
rates in construction vary substantially from place to place and in terms of skill
used on the job.

Senator McCuTcHEON: You do not enforce any minimum wages?

Mr. HerRerFORD: These projects are exempted from the Fair Wages and
Hours of Labour Act because of their large volume, but under the terms of the
program reliance is placed on the province—

Senator KINLEY: They come under the provincial codes.

Senator RATTENBURY: Most provinces have a minimum wage now.

Mr. HEREFORD: What we say is reliance will be placed on the provincial
government to ensure that going wage rates will apply on these winter works
projects and hours of work will not exceed a reasonable maximum per week.
Overtime work, except for emergencies, should be excluded.

Senator PEARSON: Do all provinces qualify in the matter of fair wages, the
building rate?

Mr. HEREFORD: The local rate is applied, that is right.

Senator McCuTcHEON: Do you audit the books?

Mr. HERerForD: The provincial auditor or an auditor designated by him
carries out the pre-audit.

Senator McCuUTCHEON: You accept that?

Mr. HEREFORD: Yes, sir.

Senator IsNoR: You do not accept that, do you? The Auditor General, in
turn, follows that up?

Mr. DymMmonD: Yes, the Auditor General carries out, in turn, test audits of
the provincial and local audits.

Senator McCuTcHEON: That is why he found it difficult to understand what
the Monks were being paid.

Mr. DyMmonD: That is a question related to conformity with the terms of the
program.

Senator SMITH (Queens-Shelburne): Mr. Chairman, I would like to ask,
what is the agency which carries out the inspection of the specifications and
other qualifying factors with regard to the winter house building program?

Mr. DymMmonDp: The inspection or the agency that certifies the house as
conforming to the terms of the program is the Central Mortgage and Housing
Corporation. They do this on a contract basis for the Department of Labour.
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Senator ISNOR: Mr. Dymond, have you given any thought to the suggestion
made yesterday in regard to having different periods for different provinces
because, of weather conditions?

Mr. DyMmonD: We have given quite a bit of thought to that particular
question, senator, as a result of numerous representations that have been made
from various quarters regarding inequalities in the program by virtue of the
fact that the weather is much more difficult to build in in certain parts and at
certain times in Canada than in other parts. We have tried to come up with
some way of drawing boundary lines around the various parts of Canada that
would provide a more equitable sort of approach in terms of precipitation,
temperature, various conditions, and drawing lines on maps based on weather
data. And I must confess that every time we have come up and looked at one of
these maps and tried to make a judgment as to what would be equitable, at
that point I am afraid we threw up our hands and said that we really could not
see a way of equalizing the impact of weather in any equitable way so far as
municipalities were concerned. This is not to say we give up as of now, but we
have certainly found it extremely difficult to come up with any policy based on
this sort of approach.

SENATOR SMITH (Queens-Shelburne): I can understand the difficulty on the
part of Nova Scotia, which is my home. If I go back inland 10 or 15 miles I am
in another climate completely. I can play golf while they have two feet of snow
on the hills 15 to 20 miles inland. I do not think anyone is ever going to solve
that kind of thing.

Mr. DymonDd: The other variable is that the data we were working on was
long-term averages of weather—precipitation, temperature, and that sort of
thing—and, of course, the weather varies tremendously from year to year and
area to area. What might be equitable one year turns out to be inequitable
another year.

SENATOR YUzyYK: Do you get any guidance at all from the provinces
regarding some of these projects, such as weather and the like? Do the
provinces give you any criticism or advice on some of these programs—the
winter works program, for instance?

Mr. DymonDp: With respect to this matter?

SENATOR YUZYK: In general, I am wondering. It looks as if it is quite
acceptable right across the country by the provinces. If it is, then they would
give some kind of criticism, good or bad, or whether they are satisfied or not,
which would help out in the coming years to improve this program.

Mr. DymonD: Yes, I might say that last year we conducted quite an
extensive research program on the program itself, in co-operation with, I think,
each of the provinces.

Mr. HEREFORD: Yes, each of the provinces.

Mr. DymonD: And we prepared a report for the use of the department and
the provinces on the program, and certain suggestions and recommendations in
a very general character emerged from that report, designed to make the
program a better and more effective one. We held a meeting of provincial
officials and departmental officials last year, was it?

Mr. HEREFORD: Early June.

Mr. DymonD: In early June of last year, and really there were not many
recommendations for change that came out of that meeting at the official level. I
do not want to give the impression by any means that we are at all happy
necessarily with all the provisions or that all the provinces are happy; but when

we went through this exercise of trying to find out from the provinces—the point
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I think you are making, senator—what changes they as a group desired, we
really could discover no kind of concensus regarding any substantial changes in
the program.

Senator SMITH (Queens-Shelburne): I wonder if the departmental officials
have ever discussed this subject with all the provinces, with a view to having
them all accept at least to some degree the responsibility for adding to the
federal incentive, because it is so obvious that those provinces which are now in
that field of providing incentives of their own are the very provinces where the
program is apparently a much greater effort than it is in the others. Have there
been discussions held trying to persuade the other provinces which are lagging
in that respect to participate?

Mr. DymMmonD: I would not say discussions have been held on a very senior
level or in a very formal way on this point, senator. There have been efforts
made, I think, from time to time, correspondence and discussion, to convince
some of the provinces that if they want to participate in this program to the
extent many other provinces do, this seems to be the way to produce the result,
namely to put some additional provincial money on top of the federal money,
but I think the Government has never taken the position that we should in a
sense tell provinces how to do it or tie our offer of funds to any specific offer the
provinces might make.

Senator SMITH (Queens-Shelburne): Could I assume at least the success of
the program in relation to the financial participation of the provinces has a very
close connection, so they will realize that if they entertain some thought of
adding to the incentive their winter unemployment could be assisted in some
measure?

Mr. DymonDd: I think the whole concept of the program is largely based on
inducing municipalities to behave in a way which will reduce winter unemploy-
ment through the offer of financial assistance, if they bring forward projects in
the winter that conform. I think, looking at the statistics overall, one would be
led to the conclusion that the more the financial assistance the greater the
performance in this respect.

Senator SMITH (Queens-Shelburne): Does the kind of information we
received yesterday and today find its way into the Department of Labour in the
various provinces, so they will take a look at the national picture instead of
reading in the newspapers that Quebec had so many millions of dollars, and so
on? Do they understand what the whole picture is?

Mr. HEREFORD: Yes, sir. We produce these cumulative reports weekly, and
they are provided to all the provinces, and we provide all the provinces with
infomation as to what the other provinces are doing.

Senator O’LEARY (Antigonish-Guysborough): On this subject, I believe that
perhaps the provinces would be more concerned with the information they
would get from the municipalities and the Department of Municipal Affairs,
rather than the Department of Labour. By request and by invitation on their
part, if they are not satisfied with the present participation of their provincial
government, it would seem to me that the municipalities are in a much better
position to decide. I am speaking for Nova Scotia, for example, and I think this
is the situation.

Senator SmITH (Queens-Shelburne): I doubt very much if some of the
municipalities realize the extent to which some of the provinces have gone in
sharing in the incentive program. Yesterday there were figures given in con-
nection with a number of provinces.

Mr. DymonDp: We deal with departments of municipal affairs on this
program, not departments of labour, if I may say that by way of clarification.

Senator IsNOR: I was interested in the last answer, and I would like this on
the record as to procedure. Who initiates the start of this request for assistance?
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Mr. DymonDp: The municipality brings forth a project and an application
form to the provincial Department of Municipal Affairs. We then look at it to
see whether it conforms to the terms of the program. They may also be
concerned with whether that municipality has the financial capacity to finance
the project, and then they send it to us and we review the application to see if it
conforms to the terms of the program and send it back to the Department of
Municipal Affairs to inform the municipality that they may proceed with the
project.

Senator IsNOR: Actually, you are dealing with the province and the
province in turn is dealing with the municipality?

Mr. DymonD: That is correct.

The CHAIRMAN: Have you any figures indicating the extent to which the
large cities, like Toronto and Montreal, take part in this winter works municipal
program?

Mr. HEREFORD: I am sorry I have not them with me. They are available of
course.

The CHAIRMAN: Would you write me a letter so that I can present it to the
committee? Is anybody interested in the larger cities, particularly Toronto and
Montreal?

Senator SMiTH (Queens-Shelburne): All the major cities, even including
Halifax.

Senator BAIRD: And also St. John’s, Newfoundland.

Mr. DymonD: We will try to select at least one large city in every province
of Canada.

Senator THORVALDSON: I should like to know approximately what propor-
tion of the whole winter works program is taken up by the $500 for the
home-building bonus, that is, in dollars.

Mr. DymonD: In terms of federal expenditures?

Senator THORVALDSON: Yes; what proportion is made up of the $500.

Mr. HEREFORD: We estimate this year that $17 million will be spent on the
house building program and $48 million on the municipal winter works
program.

Senator THORVALDSON: Is that all integrated through your department? Do
these two programs dovetail together?

Mr. DymonDp: The new Department of Manpower to be proposed to
Parliament will administer the municipal winter works incentive program and
the other programs of which the minister spoke on the first day—the “do-it-now
program”, which is part and parcel of the National Employment Service
operation, and the federal Government activity in this field in its own building
program through the interdepartmental committee. The Department of Labour
administers the house building program in cooperation with C.M.H.C,

Senator THORVALDSON: One other question. It occurs to me that the winter
works program was started quite a few years ago when unemployment figures
were extremely high—I think from six to eight per cent. Now is is down
considerably. In fact, we refer to some areas as having no unemployment
whatsoever. Now, are there any discussions in any places about curtailing these
programs that were commenced with a certain objective, that objective having
been banished to a certain extent? Perhaps this is not a fair question to ask
these gentlemen, but maybe they could make a comment or two.

Mr. DymonD: I might make some observations, without answering in terms
of the policy of the government, which of course I am not in a position to do.

Certainly the amount of winter unemployment has been reduced, for-
tunately, in recent years in Canada as the result of the very substantial rate of
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economic growth over the past four to five years. However, there is still a good
deal of winter unemployment due to seasonality in the housing industry,
which—and there is a judgment involved here—would increase probably if these
incentives were suddenly removed. I underline the word “suddenly”.

There is another aspect of these programs that is particularly important in
the present kind of tight manpower economy in general that we now have in
Canada, and that is to even out or utilize more effectively the labour force in
the construction industry. For example, if we had not the house building
incentive program last year, my judgment would be that there would have
been a good deal more pressure on manpower supply. In the late summer and in
October when there was not nearly as much housing in that period as otherwise
would have been but for the program. v

I think the same kind of reasoning applies in the main to the municipal
winter works incentive program. In other words, the economic rationale, if you
like, has shifted to some degree for these programs as we have moved from an
economy of relatively high unemployment to relatively low unemployment.
However, personally I would be prepared to argue along the lines I have done
that it is now much more in terms of effective utilization of manpower in
industry. : o

The CHAIRMAN: If there are no further questions, I will convey your thanks
to Mr. Dymond and Mr. Hereford for the information they have given to us and
for the co-operative and courteous way in which they answered our questions.
We are grateful to you, gentlemen.

Our next meeting will be next Thursday at 10 o’clock a.m., and the witness
who has agreed to come will be Mr. Max Henderson, the Auditor General.

Whereupon the committee adjourned.
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Answers to Questions Submitted by
The Honourable Senator Belisle
with respect to Individual National Assessments
on a percentage basis

TERMS OF REFERENCE FOR RATES OF ASSESSMENT
General Assembly Resolution 14 A 3 (I), paragraphe 3 of February 13, 1946.

The apportionment of expenses

13. The expenses of the United Nations should be apportioned broadly
according to capacity to pay. It is, however, difficult to measure such capacity
merely by statistical means, and impossible to arrive at any definite formula.
Comparative estimates of national income would appear prima facie to be the
fairest guide. The main factors which should be taken into account in order
to prevent anomalous assessments resulting from the use of comparative esti-
mates of national income include:

(a) Comparative income per head of population;

(b) Temporary dislocation of national economies arising out of the
Second World War;

(¢) The ability of Members to secure foreign currency.

Two opposite tendencies should also be guarded against: some Members
may desire unduly to minimize their contributions, whereas others may desire
to increase them unduly for reasons of prestige. If a ceiling is imposed on con-
tributions the ceiling should not be such as seriously to obscure the relation
between a nation’s contributions and its capacity to pay. The Committee should
be given discretion to consider all data relevant to capacity to pay and all
other pertinent factors in arriving at its recommendations. Once a scale has
been fixed by the General Assembly it should not be subjected to a general
revision for at least three years or unless it is clear that there have been sub-
stantial changes in relative capacities to pay.

General Assembly Resolution 1927 (XVIII), paragraph 2 of December 11, 1963.

In calculating rates of assessment, the Committee on Contributions should
give due attention to the developing countries in view of their special economic
and financial problems.

LIST OF 48 UNITED NATION’S MEMBERS WHO PAY LOWEST
UNITED NATIONS ASSESSMENT OF .04%

Estimated

Population
LT NS R RN A e it N e e 1,711,000
o T R e SRR ot el S Y e S 3,596,000
L T e R AN I i e s S G 2,600,000
T e s R gt ot LS s 5,740,000
T e e D o= L sty 4,560,000
Central Atvican Republit, oo aoimemaies s 's's ¢ s 580w 1,250,000
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Chadri 1% o+ Joal sl i T, o G
Congo*(Lieopoldvilde):® JU0g i U U et |
Costa RiCa s Fotisrirdess Sersbtaniity. of it siede
Cyprus. 0, J 5l mliehep SIR ol P e R ETS B . s
2 5 70 (665 Vo galoiel Sy S 0 i SR R . s L
1[5} oo b3 guierss ol in <00 o) s [chmme oasadee o oot b wiveMiusccdic. s o ok
El Salvador . .....3@8Q #0Ri0p¥iaq € a0 "x
R O D s o o s & o s e CHINRMN o B
Gabon .. ATIEERGSSROLL FRGE Gl LA R O

T e e g e e e M ot e o] o ey
$a 0 Tt L P et e 1 o el Al
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HRENPH"S, O/ TIORET 90 Quons ONOwW E1osant s
ERGSITS A0 30l 0 RION SITILESS B ISeEagers ¢

Libya .. .....fSRlRaS o, S 350, SostL 539
Madagasear solimeaesn.. saEebae i ssotlacadails . 9
MELAWI, oo o oinis ) oain Bt s 55 oo o8 m e T AT ¢ 1500 VK
By 20 5 R e el o M S O Sl
11712 - i reeeprigpeeie ot St b s, 10 ORI LT MEUC
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Nepali 2L 80092 & 11 90003, la 2roeaT AT N
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Estimated
Population

2,720,000
15,007,000
1,338,000
589,000
2,200,000
3,334,000
2,721,000
21,800,000
458,000
4,095,000
3,357,000
4,448,000
2,008,000
182,000
3,665,000
1,827,000
8,847,000
1,882,000
9,500,000
1,270,000
5,940,000
3,753,000
4,394,000
328,000
770,000
1,019,000
9,550,000
1,541,000
3,117,000
1,177,000
1,903,000
2,780,000
3,360,000
2,183,000
10,118,000
1,563,000
894,000
7,016,000
4,500,000
4,000,000
3,500,000
2,250,000
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Answers to Questions Submitted by The Hondﬁrable Sehator .Pouliot
with respect to The United Nations Congo Operation and the cost
of the U.N. Emergency Force. (Middle East)

ONUC ASSESSMENTS SINCE 1960

(in $ US.)

: Total Contributions Total
Country Assessments and/or credits Balance Due
Afghanistan < i g vaa s 46,840.00 9,236.50 37,603.00
Albamiafenpuilia, g bi% s 43,636.00 34.00 43,602.00
Rigerda SIln . gs 80000 - - 26,179.00 26,179.00
APZENTINANS . . .. gopy sebtp o 901,253.00 747,582.00 153,671.00
ROBPAlIa: « v o v moR L 8 4,763,191.00 4,763,191.00
OBERIERY v vy e e 1,209,750.00 1,209,750.00
Belgium : ... i« ipp aopip s s 6 3,452,156.00 3,315,409.47 136,746.53
BolVia" I8, .. U nsape pee 43,636.00 8,803.00 34,833.00
BTREM ¢ r .4 oo o S ERE G0 oo 869,796.50 368,830.50 499,965.00
BLUgIa . ..... 5560800 .- 190,881.00 35.00 190,746.00
Burma  ........ 88082000 63,814.00 63,814.00 -
Burundi ...... 8880800 .. 10,471.00 10,471.00
Byelorussian S.SR. ....... 1,358,277.00 396.00 1,357,881.00
Cambodia i« fs T A8 T - 43,636.00 43,636.00
Cameroon ..... i . %0 oo 25,328.50 25,328.50
T et e S DEERE R 8,577,381.00 8,577,381.00
Central African Republic .. 25,328.50 18,739.50 6,589.00
BT U I e S OO TR 80,790.00 80,790.00
21 4T S S g 25,328.50 15,496.50 9,832.00
Gaa e Y B e e 225,075.00 228.00 224,847.00
5471 U7 - Y e 6,891,432.50 154,226.50 6,737,206.00
e OlOmIbia .t ¥ h 8 ekt T 242,686.50 - 242,686.50
Congo (Brazzaville) ...... 25,328.50 15,390.50 9,938.00
Congo (Democratic Republic

(i1 3) [ e e 37,582.50 37,582.50
Rosts RICH ....fa-wre fod. 33,949.50 20,034.50 13,915.00
B e e A s 260,470.00 211.00 260,259.00
ARVDIRIB D o v o oo oo gfeeBEeos oo 25,328.50 25,328.50
Czechoslovakia ........... 2,760,142.00 734.00 2,759,408.00
dIahomey ..... 00560000, 25,328.50 18,334.50 6,994.00
Denmarky .. .« 7% . a3487 #0&. . 1,626,753.00 1,626,753.00
Dominican Republic ...... 54,545.00 42.00 54,503.00
BCBagon® v o oo S EEL . 0. 50,923.50 42,778.90 8,144.60
El Salvador .............. 38,351.00 22,055.00 16,296.00
B RO Seviadini. o co v cv o iis o 46,840.50 34,416.50 12,424.00
By .. ... 0038000, 1,004,190.00 1,004,190.00
RraDRDS U nited. MILALE.LL. . . 17,036,551.00 5,399.00 17,031,152.00
Saban. . ...... 0081858 .. 25,328.50 25,328.50
SIeT [ inlied. SHMESLT. ... 67,581.00 67,581.00
ESreBee08, L .. ... 0D.8%A ... .. 195,208.50 195,208.50
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Country

Guatemala ™" oo e
Guiana U s e
Haitbiliags, 5¢ BRSO, M0 LR
Hondurgs 9458 008, oot
Hungary. .'.....{&=88" 3
Teeland 4 o g

India o e o !

L il e T A AL Bt

Ivory Coast

Ly d L ol I A Gl

Tiberia'®% .. ..., |
IHbya ., e st et

Luxembourg
Madagascar

Malaysia ....... e S
Mali ..o oot sl
Mauritania . ... S92 8e
MERICO ... .. oith)
Mongolia ... . .. WM ¥E
MOTOCCO, . .. .. o0 b Dot
Nepal =% . ... .. 9008

Netherlands

New Zealand
Niecaragua .......2V%.
ot o e g A o Sl
Nigeria .. ... .. c0e98 '
INoFwWays . ..... . 951
Hakistanso .. ..., W& 1%
Panama ....... 80555
Rapégday.c..... J.0518
Rep@en.", .. o . . SChGH
Philippines ..........
Rolagd'E. . ...... 0080
Bortugal ......H08.3%%
Roapania .....0.880
Rwanda ....... 04818

Senegal .55....00.89.

Sierra Leone

Somalia ....... L5582

Total

Assessments

42,4317.00
43,636.00
33,949.50
33,949.59
995,378.00
36,170.50
3,130,511.50
390,737.00
174,149.50
98,182.00
198,647.00
122,907.50
6,183,458.00
29,847.50
12,424.00
4,140,637.00
43,636.00
9,938.00
33,949.50
42,437.00
33,949.50
43,636.00
72,895.00
29,847.50
127,947.00
25,328.50
17,215.00
786,792.00
17,215.00
152,725.00
33,949.50
2,781,426.00
1,143,843.00
33,949.50
25,328.50
133,024.50
1,298,245.00
347,665.00
33,949.50
33,949.50
89,276.50
352,704.50
2,467,165.00
201,842.00
710,742.00
10,471.00
69,538.00
33,933.50
17,215.00
25,328.50
1,503,809.00
985,943.00
55,008.50

STANDING COMMITTEE

Contributions
and/or credits

4,228.00
33,698.00
33.50
17,772.50
354.00
36,170.50
3,130,511.50
390,737.00
174,149.50
75,820.00
198,647.00
122,907.50
6,183,458.00
29,847.50
12,424.00
4,140,637.00
34.00
9,938.00
33,949.50
30,329.00
30,600.50
43,636.00
72,895.00
2,579.50
127,947.00
1,069.00

599.00

152,725.00
27,360.58
2,781,426.00
1,143,843.00
33.50
25,328.50
133,024.50
1,298,245.00
347,665.00
33.50
9,720.50
93.50
352,704.50
1,155.00
169.00
69,727.00

51.00
13,515.50
17,215.00

7,883.50
472.00
784.00

49,148.50

Total
Balance Due

38,209.00
9,938.00
33,916.00
16,177.00
995,024.00

22,362.00

43,602.00

12,108.00
3,349.00

27,268.00

24,259.00
17,215.00
786,193.00
17,215.00

6,588.92

33,916.00

33,916.00
24,229.00
89,183.00

2,466,010.00
201,673.00
641,015.00
10,471.00
69,487.00
20,418.00

17,445.00
1,503,337.00
985,159.00
5,860.00
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‘ Total Contributions Total
Country Assessments. and/or credits Balance Due
BWOAOIL .+ .« puiiinsreitapiod™ 3,712,796.00 3,712,796.00
Syrian Arab Republic ...... 20,424.00 45.00 20,379.00
RRERBIEN AL oo o patst o atnols oin” sisvie o 135,598.50 109,240.50 26,358.00
TRIRIEER . s oo oraiiote inatmie -oveiater & 26,394.00 1,069.00 25,325.00
Trinidad & Tobago ......... 10,471.00 10,471.00
BURIIR .« oiocoioiet AUBD R 0000000000 42,437.00 42,437.00
BRESY Gt Ml aieoiaie 423,149.00 423,149.00
Ugandas . i ..o oWAL o cvnen 10,471.00 10,471.00
Ukrainian SSR. .......... 5,187,215.00 1,518.00 5,185,697.00
g 0z BT IR | . JE o 39,234,576.00 11,491.00 39,223,085.00
158 L ST RS o A W RS 300,495.00 252,108.00 48,387.00
United Kingdom .......... 21,369,451.00 21,369,451.00
United Republic of Tanzania 17,215.00 17,215.00
United. States Lk el ..., 88,902,194.00 88,902,194.00
PppegiVolta: . LBESE....c0s 26,394.00 12,249.00 14,145.00
WruguaY s « AEDA8. < oo v e 97,759.00 97.00 97,662.00
WeNeZULIA e o s o cvinssvecnes 432,538.50 432,538.50
FUT T N 1 3 JF . T SRR 43,636.00 34.00 43,602.00
Xugoslavia ...BEGTE. ... 394,069.00 60,800.00 333,269.00
ONUC VOLUNTARY CONTRIBUTIONS
(in $ U.S.)
Country Year Amount
USITaMAr S0s. . 5% LIRS ATE . 1963 92,000
1964 36,500
AUBITIBIAG 38, i vo o vie<BBRIL: < o+ o 1963 25,000
1964 9,900
CENAAR T 3 0« s 0 s o 50 s SBE DL « o5 1963 173,000
1964 90,000
DENMAER L st s o5 5 5 s s BB TE T s + 1963 37,000
1964 13,286
R I O e L L L e s ¢ e 1963 18,635
1964 8,244
Breland, ..o o ¢ 4 b5 Ttk s o o o 1963 5,053
1964 2,947
T N o G e < R 1963 81,927
1964 33,425
L b bk g ) o R 1963 57,000
1964 22,694
INEW. ZBRIRI L 0 s e e 1963 22,916
1964 9,002
L e s R SR 4 g 1963 28,000
1964 10,000
EIIEEE PR e e e S ave v 1963 75,000
1964 37,500
United "Euansdom ... 5% .o o 1963 410,000
1964 175,000
United ' Statés . ...... 050N .., 1960 3,900,000
1963 1,768,479
1964 704,111



64 STANDING COMMITTEE

. UNEF- ASSESSMENTS SINCE 1956/57

(in $ U.S.)
Contributions
and/or Credits Total
- Total (up to June 30, ° Balance
Country Assessments 1965) “ " "’ " ‘Due
Afghanistan " & .. GO OPEGh -« o« o o - 68,244 31,200, . . 37,144
Albania ... SRR T AR 47,098 6808, ... ... 39,830
P T Y R R 16,802 16,802
Arsentiaa = ... . GO SILL ... ooeioie 1,299,247 351,105 948,142
Austnalias 82, ... BOIBE .. .cooe.s 2,224,477 2,224,477 . .
Austeigd . ...... G0 805.088....... 938,757 . 538,757
Belgium' ... .. . A0 ISR L IS . .. 1,641,690 1,641,690
Bolivia " ....... 00 &8I0, c.nuin 51,067 14,631 36,436
Brazil ... ... ... B DEL00.88. .. . 1,223,705 1,134,454 89,251
Baifedeial ... ... 00HRERY. . Ll 190,079 32,161 157,918
BuEsmate. ... ... 0098 ... .. o 99,731 99,731
Barundi' . .L . L OCHESEEN . ... 5,809 5,809
Byelorussian S.SRIZE. .. .....v... 633,835 48,755 585,080
Cambodia ...... QRODB09 . .......4 47,098 47,098
[Tz Ea S e o) o it Al T a5 L Salup e T 21,590 21,590
(ST i BT ol i DR i 4,066,762 4,066,762
Central African Republic ........ 17,590 15,334 2,256
Lo an b & w e & aog et 119,310 119,310
Chadl e e 17,590 11,091 6,499
Enile s o S R i 324,917 195,919 128,998
Ol ™ e . Lo e T 5,812,344 1,068,718 4,743,626
ColombiaQ@ 88 .. ... . .. .... 5088 374,301 374,301
Congo '(Btazzaville) "........ 2001 17,590 2,868 5,722
Congo (Democratic Republic of) . 24,808 24,808
Costa Ri€®C8 .. . ... ... .. . 294 47,098 35,148 11,850
Cuba . . 000BFL .. «ioi. ...,  0O%8 292,587 70,113 222,474
Cyprus, SOEOS . o0 . ... ... 2058 17,590 17,590
CzechosIOMaRIE .. .. .o use.sto0d 1,207,243 90,166 1,117,077
Dahomey®Ua 8 L v, poee 17,590 14,997 2,593
DenmarkcSaaeme _ . sy, s 795,082 - 795,082
Dominican Republic ............. 58,874 41,445 17,429
HEeuadarsmsisit.. 1 L L i o L 66,680 60,909 Ly g |
ElSalradpee s 0 Ll e, TR 60,436 54,714 5,722
K hIopaa: o b isie s 88,089 80,935 7,154
E T BT s (il - o R R o Nl - 475,383 475,383
Rregnicey VIV oo L e sl e 7,876,805 - 7,876,805
Gabon. LS ECEEM 0 ol s s i 17,590 17,590
G RAN g - S e s L% o 4x v oo s 80,373 80,373
KRTREICE 1 e ahetr . e avsr o aisis o0 ‘s EAIS 256,410 256,410
Guatemaleria Ve, < ois i +se s o ol RN 66,812 55,294 11,518
GUIDA | .« . Bl s s s w's/s o aio s o4 o SHADE 32,328 18,387 .- ... 13,941
Haitl .. .G - va's 555 53 55 ds s KBDE 47,098 26,906 20,192
HONAULAS 413 oruts o000 0006 s> o o0« BBEE 47,098 41,376 - 5,722
HUngary aea ams « e soessssss 80E 589,819 43,548 546,271
Teeland, . gae kB o s siso s s 5+« BBOE 52,246 52,246 - -
India' L es.830 Ll siany o+ - SHOE 2,978,048 2,978,048
Indenesia; Jr 300 . »v s nismsss « S 561,975 561,975

SRBRNN. . 0 0 0is 1 Rl AR IR I o ) e e e 266,176 266,176




Libya

Madagascar

Mongolia
. Morocco
- Nepal

Nicaragua
Niger
Nigeria

Rwanda
Senegal

Sierra Leone
Somalia

Sweden

Thailand

.......

.......

---------------------------
.........................
..........................
...........................
............
........................
..........................
.........................
........................
...........................
.......................
.........................
..........................
............
.....................
.......................

.........................

.......................
........................
..........................
.....................
............
......................
..........................
........................

.......................
........................

.......................
...........................
.....................

.........................

T A R R R
........................
........................
............
..........................
.........................

........................

Syrian Arab Republic

.......................

FINANCE

Total
Assessments

117,877

165,188
2,855,222
21,575
7,154
2,790,240
47,098
5,363
47,098
58,874
47,098
55,090
74,678
21,575
183,466
15,590
6,918
834,251
6,918
156,908
47,098
1,367,300
546,369

. 47,098
17,590
92,353
622,755
532,832

- 51,067
47,990
142,990
488,656
1,821,633
243,217
497,715
5,809
77,024

- 23,982

- 6,502
17,590
769,913
1,154,055
92,900
1,702,629
39,821
158,395

- 17,590

211,009 .

Contributions
and/or Credits
(up to June 30,

1965)

28,404
211,009

. 165,188
12,842,048
21,575
7,154
2,790,240
7,268
5,363
47,098
39,029
43,632
55,090
74,678
21,575,
183,466
15,590

265,479

149,010
45,842
1,367,300
546,369
40,881
17,590
92,353
622,755
532,832
40,888
16,906
56,559
488,656
1,204,770
243,217
35,521

11,700
15,857
6,502
11,868
769,913
163,858
11,767
1,702,629

149,369
6,885

Total
Balance
Due

89,473

13,174

39,830

19,845
3,466

6,918
568,772
6,918
7,898
2,256

6,217

10,179
30,192
86,431

1,616,863

462,194
5,809
65,324
8,125

5,722

990,197
81,133

39,821
9,026
10,705
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Contributions
and/or Credits Total
Total (up to June 30, Balance

Country Assessments 1965) Due
Trinidad and Tobago ............ 5,722 5,722
Tunisiai..v. ... SEEEEC 0. . 200, 58,874 58,874
Turkey ...... Sehalls00 . . 884 659,876 - 659,876
Uganda ... .., SERERE L. L0 Y 5,809 5,809
Ukrainian! S.S. RS LS ... NG, 2,424,922 186,724 2,238,198
USSR BN, s o $O 5 18,338,506 51,905 18,286,601
United Arab Republic ........... 373,326 52,819 320,507
Unitéd Kingdomidtl, ..o ve ... 000, 9,052,564 9,052,564
United Republic of Tanzania ..... 6,502 ; 6,502
United 'States 8ROV, L. P80, 42,403,138 42,403,138
Ubhet Volta ..CLU0RE ., ....... 818 15,590 1,123 14,467
Untiguay .. . S08EE L Lo L PR, 154,767 114,047 40,720
Venezuela ....00068 . .......000 563,263 563,263
Yemen 1o ... . BR0ELL. L 0., 800 47,098 7,268 39,830
Yugosiavia' .. .6 08 L. L e 420,799 420,799

UNEF VOLUNTARY CONTRIBUTIONS

(in $ U.S.)
Country Year Amount
Ansttalia .0 L EsEE Lo L 1957 50,000 (Special Assistance)
1960 178,864 (Uncollected Credit)
1963 19,000
1964 45,200
1965 285,000 (Advance Payment)
Austbia . SRR e 1957 1,000 (Special Assistance)
1963 5,000
1964 12,300
1965 40,000 (Advance Payment)
Belottrm | G rh REEEedl ol S 1o 1960 68,553 (Uncollected Credit)
169,839 (Advance Payment)
Canada .. .. DN e e 1960 310,764 (Uncollected Credit)
1963 37,000
1964 86,000
1965 551,000 (Advance Payment)
PIEnIRATIC. | i b b s sty el 1960 59,212 (Uncollected Credit) [
1963 8,000
1964 18,000
1965 120,612 (Advance Payment)
Fadand 0. P8Rl NI 1963 5,365
1964 9,756
Brance- ; ... . .. 2000000 Joend 1957 370,500
1963 70,000
Ghana ........280m00E ... 8 1965 7,798 (Advance Payment) ‘
GRERERR . . . i o rils s sttt e o 1965 19,930 (Advance Payment) J
eland ,.,.... 8858848, ... 1965 6,000 (Advance Payment)

TR . . . ..., 8P, Dl g 1965 150,000 (Advance Payment)
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Country Year Amount
Sl s A e R S 1957 10,000 (‘Special Assistance)
1963 1,179
1964 3,821 s ue
JEDSEICAT ¢ o o o0 o s PRGNSR L, 1965 3,466 (Advance Payment)
Ll ) § SR P L 1957 10,000 (Special Assistance)
1960 50,000 (Uncollected Credit)
1963 19,116
1964 45,864
1965 321,280 (Advance Payment)
BROPIENS  fi bt isasiamosssbose 1960 118,577 (Uncollected Credit)
ISUWRISIE, | VYRR Ll 1965 3,466 (Advance Payment)
InsEmbourg ;.. 0. ... 1965 7,077 (Advance Payment)
NIBONEABEAT ' .« . 5 Soanass. oL, 1965 3,262.40 (Advance Payment)
1t SRR o L e e 1965 11,265 (Advance Payment)
I35 oo SOIPRIRE 2, S L T SOPIE 1957 10,000 (Special Assistance)
Netherlands® ... .0 ) 05 w¥2. ..., 1957 56,062 (Special Assistance)
1960 100,923 (Uncollected Credit)
1963 13,000
1964 31,139
1965 142,948.80 (Advance Payment)
oW ealand" . VTR RN L, 1957 27,950
1963 4,112
1964 10,164
1965 58,029 (Advance Payment)
i A RO EIOR o 7L B S R 1960 48,963 (Uncollected Credit)
1963 7,000
1964 13,000
1965 74,090.40 (Advance Payment)
P R g e A S 1957 5,000
1965 29,114 (Advance Payment)
SOUDCAPIIGRT. . |, 2010 s soee o 1965 93,755 (Advance Payment)
et e e R Al S 1960 138,895 (Uncollected Credit)
1963 25,000
1964 37,500
United Kingdom ............. 1957 507,650
1,000,000 (Special Assistance)
1959 275,000
1963 90,000
1964 200,000
1965 1,005,768 (Advance Payment)
BRI SEALES, . < o o o vrsoms's s oo 1957 920,850
12,000,000 (Special Assistance)
1959 3,500,000
1963 371,546
1964 871,905

ONUC ASSESSMENTS SINCE 1960

(in $ U.S.)
Total Contributions Total
Country Assessments and/or credits Balance Due
Afghanistan .., S04+ 80, 46,840.50 9,236.50 37,603.00
AlDeaia VoA L. B0 FE0RES 43,636.00 34.00 43,602.00

RIGEEE . . ..... 000 .. ..0 26,179.00 26,179.00
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Country

Argenting .. .. ..essse B3
AGSETALIA (o viinsniesane. 486
Lustioy i op e isarbli « . . 301
Belgium, . i Saimdapil)s . o o 68
Boliviay .ioivellasotly s « « G4
BRazibbe: « o oo o0 b Dot miaiilin LS
Buloaria,. . Gaasi. ii5h e o B0
BUsmai . anssessBa Y. . - . il
Burunadi sitbsllanatyin.. « . 703

CambOAIRL iy atcrdul, Foiors > ST
Qanadagers coyevwomksp b e o o « 358

Coylomati. i. Jeimsidys s« » ORI

Congo (Brazzaville)
Congo (Democratic

Republic of) .......azns
Costa. Bied i. consdeii 5. « pos
(07§ 57 100 T R 2 R
CTREUS e o oo 00658 b 5's o s o OFLE
Czechoslovakia .........as8
DahomEVer. seisissnpte s & + <fhls 51518
Denmark .. oo s e
Dominican Republic ......
Ecuador
Bl SAVAGOD, cininad s s %
EERIOPIA. 575 5 iais wrs sore woln oo paies
IIRLANIE -, & (oo 's e auyrabelatont o Aty

..................

CRMBOCE. . ... e n bale ook - o a

GUIaNa s @ 2os i o et Gl
15t ik seliap o ppfopon i S0P REIGY o

FUOTArY . T rE LRt L L it
FCBIARI s 55 o5 500 o oiatais s Dlaan
1570 57 GO ATTERRERIAN Ao R = it
TRAONBSIA 5l aern s wis misiwie e
BORBGAE . 550 s oin el sy aie s b
PR o o icam v eiiess o ST 2E
Ireland
FRERELR U108 e 5t Rt s el g e
Italymeat . . . . . . o SRRSO
Ivory Coast .......... LD
Jommicn: . ...... DEBE2G .-
JONMY BN ... o PEIE. - oaos
Jordan ....... 0000088 -

Total -
Assessments

901,253.00
4,763,191.00
1,209,750.00

- 3,452,156.00

43,636.00
869,796.50
190,881.00

63,814.00

10,471.00

1,358,2717.00

43,636.00

25,328.50

8,577,381.00

25,328.50

80,790.00

25,328.50
225,075.00

6,891,432.50
242,686.50
25,328.50

37,582.50
33,949.50
260,470.00
25,328.50
2,760,142.00
25,328.50
1,626,753.00
54,545.00
50,923.50
38,351.00
46,840.50
1,004,190.00

17,036,551.00

25,328.50
67,581.00
195,208.00
42,437.00
43,636.00
33,949.50
33,949.50
995,378.00
36,170.50
3,130,511.50
390,737.00
174,149.50
98,182.00
198,647.00
122,907.50
6,183,458.00
29,847.50
12,424.00
4,140,637.00
43,636.00

Contributions
and/or credits

747,582.00
4,763,191.00

- 3,315,409.47

8,803.00
368,830.50
35.00
63,814.00

396.00

43,636.00
25,328.50
8,577,381.00
18,739.50
80,790.00
15,496.50
228.00
154,226.50
242,686.50
15,390.50

37,582.50
20,034.50
211.00
25,328.50
734.00
18,334.50
1,626,753.00
42.00
42,778.90
22,055.00
34,416.50
1,004,190.00
5,399.00
25,328.50
67,581.00
195,208.50
4,228.00
33,698.00
33.50
17,772.50
354.00
36,170.50
3,130,511.50
390,737.00
174,149.50
75,820.00
198,647.00
122,907.50
6,183,458.00
29,847.50

12,424.00. .

4,140,637.00

Total
Balance Due

| 136,746.53
34,833.00
499,965.00
190,746.00

10,471.00
1,357,881.00

6,589.00

9,832.00
224,847.00
6,737,206.00

9,938.00

13,915.00
260,259.00

2,759,408.00
6,994.00

54,503.00

8,144.60
16,296.00
12,424.00

17,031,152.00

38,209.00
9,938.00
33,916.00
16,177.00
995,024.00

22,362.00




Liberia ......
ST T S

Luxembourg

Madagascar ..

Malaysia
Mali

Mauritania ...
Mexico ......
Mongolia ....
Morocco .....
Nepal ™ SRS

Netherlands
New Zealand

Nicaragua ...
Nigapey COoas

Nigeria
Norway
Pakistan
Panama

Poland
Portugal

Saudi Arabia
Senegal
Sierra Leone
Somalia
South Africa
Spain

Sweden

.....
.....

Paraguay ...
5755 o R o
Philippines ..

Roumania ...
Rwanda .....

DIAAN . i

-------------

-------------

.............

.............

-------------

.............

.............

.............

.............

.............

.............

.............

.............

.............

.............

.............

Syrian Arab Republic ......

Thailand

OO ... . 5ok

Trinidad & Tobago ........

qunisia . . gl

Turkey
Uganda

Ukrainian S.S.R.

U.S.S.R.
U.AR

Uniied Kingdom

United Republic of

Tanzania
United States
Upper Volta
Uruguay

FINANCE

Total
Assessments

9,938.00
33,949.50
42,437.00
33,949.50
43,636.00
72,895.00
29,847.50

127,947.00
25,328.50
17,215.00

786,792.00
17,215.00

152,725.00
33,949.50

2,781,426.00
1,143,843.00
33,949.50
25,328.50

133,024.50

1,298,245.00

347,665.00
33,949.50
33,949.50
89,276.50

352,704.50

2,467,165.00

201,842.00

710,742.00
10,471.00
69,538.00
33,933.50
17,215.00
25,328.50

1,503,809.00

985,943.00
55,008.50

3,712,796.00
20,424.00

135,598.50
26,394.00
10,471.00
42,437.00

423,149.00
10,471.00

5,187,215.00
39,234,576.00

300,495.00

21,369,451.00

17,215.00
88,902,194.00
26,394.00
97,759.00

Contributions

and/or credits

9,938.00
33,949.50

30,329.00

30,600.50
43,636.00
72,895.00
2,579.50
127,947.00
1,069.50

599.00

152,725.00
27,360.58
2,781,426.00
1,143,843.00
33.50
25,328.50
133,024.50
1,298,245.00
347,665.00
33.50
9,720.50
93.50
352,704.50
1,155.00
169.00
69,727.00

51.00
- 13,515.50
17,215.00
7,883.50
472.00
784.00
49,148.50
3,712,796.00
45.00
109,240.50
1,069.00
10,471.00
42,437.00
423,149.00

1,518.00
11,491.00
252,108.00
21,369,451.00

17,215.00
88,902,194.00
12,249.00
97.00

69

Total
Balance Due

12,108.00
3,349.00

27,268.00

24,259.00
17,215.00
786,193.00
17,215.00

6,588.92

33,916.00

33,916.00
24,229.00
89,183.00

2,466,010.00
201,673.00
641,015.00
10,471.00
68,487.00
20,418.00

17,445.00
1,503,337.00
985,159.00
5,860.00

20,379.00
26,358.00
25,325.00

10,471.00
5,185,697.00
39,223,085.00
48,387.00

14,145.00
97,662.00
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Total Contributions Total
Country Assessments and/or credits  Balance Due
Venezuela ...... 005680, .. 432,538.50 432,538.50
Yemen''/. . ... NGEERGH . 43,636.00 34.00 . 43,602.00
Yupbslavia ... USSEUG . 394,069.00 60,800.00 333,269.00

ONUC VOLUNTARY CONTRIBUTIONS

(in $ U.S)
Country Year Amount
2 T A e AR Ay 1963 92,000
1964 ; 36,500
AUBEITR ks e i o5 's ' o i pmumtun 1963 25,000
1964 9,900
Canala .su sdes 5@ .-+« < gamouss 1963 173,000
1964 90,000
DENMATKA % S0 o o0 0 o ¢ o0 o s SR TETE 1963 37,000
1964 13,286
Finland "Ga G g8 8 e o s + » BER00 1963 18,635
1964 8,244
Ireland . €8 883, Y48 .o« ++ 08,888 1963 5,053
d 1964 : 2,947
Japan . .08 085 0. . oo e s -0 DN 1963 81,927
1964 33,425
Netherlands! (5 C88. .« «o o« « GRLET 1963 57,000
1964 22,694
INew. ZealaD@l f: . cov s o o o « SRS 1963 22,916
1964 9,002
INOTIWAW G105 < o 0 simiors o 55 s o BB LoMDS 1963 28,000
1964 10,000
Sweden: Q@ &sieme oo s o Boas 1963 75,000
1964 37,500
United Kingdom .............. 1963 410,000
1964 175,000
Pnited Statesy ..ciorve o oo . RS 1960 3,900,000
1963 1,768,479

1964 704,111




APPENDIX “C"

LETTER SENT TO EACH PROVINCIAL PREMIER
Re: Winter Works Program.

OTTAWA, July 12, 1965.

Dear Premier:

As I indicated in my telegram to you of July 2, the Federal Goverm:nent is
prepared to continue the Municipal Winter Works Incentive Program during the
winter of 1965-1966.

The terms of the program for next winter will be substantially the same as
the terms of last winter’s program and the federal incentive payment will apply
to work performed on authorized projects during the period November 1, 1965
to April 30, 1966.

The terms of last year’s program included a provision for granting exten-
sions of time for completing projects which had been delayed because of severe
weather conditions. This matter was discussed at a federal-provincial meeting
of officials on June 4 and a decision has not yet been reached as to whether a
similar provision is needed under the program for this winter. In any event, this
is not a matter which will affect the advance planning municipalities will be
carrying out on projects for the coming winter.

The terms of the program for the coming winter are as follows:

1. The Government of Canada, subject to the approval of each winter
works project by the provincial government and acceptance of it by
the Government of Canada, will reimburse each municipality one-
half of the direct payroll costs of the municipality or its contractors
or sub-contractors incurred on site on winter works projects during
the period November 1, 1965 to April 30, 1966.

In the case of municipalities in the Designated Areas and the Areas
of High Winter Unemployment, the federal incentive will be 60 per
cent of direct payroll costs.

2. Winter works projects for the purpose of this program shall include

any capital undertaking of a municipality except work on schools
and school grounds, hospitals and hospital grounds, subway trans-
portation systems and municipally-owned buildings to be used for
industrial or business purposes under private auspices, it being
provided in respect to construction of municipal buildings that the
federal incentive payment as related to the 1965-1966 program shall
not exceed $100,000 on each new structure.
Winter works projects shall be designed to create additional em-
ployment during the period of the program and be undertakings
which would not normally be carried out at this season of the year
in the absence of the program.

3. The bulk of those employed under this plan must be unemployed at
the time they are hired or persons who would be unemployed in the
absence of special winter works projects under this program. In this
way, the employment created will benefit those most in need.

4. The hiring of workers under this program shall be made without
discrimination against or favour for any persons with respect to
racial origin, religious views or political affiliation.
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10.
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12.

13.

14.
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The facilities of the National Employment Service, where available,
will be used in hiring workers to be employed on accepted projects.

Payments to regular and to year-round employees of the municipali-
ties will not be included as part of the direct payroll costs incurred
on accepted winter works projects except in the case of workers
with special skills normalily transferred to general municipal mainte-
nance work during the winter months, who are required on accepted
winter works projects. Regular workers in this exceptional group
may be included provided an equal number of unemployed workers
are recruited in co-operation with the National Employment Service
for general maintenance work to replace the workers transferred
whose names and occupations will be submitted in each case.

. Reliance will be placed on the provincial government to ensure that

going wage rates will apply on these winter works projects and that
hours of work will not exceed a reasonable maximum per week.
Overtime work, except in emergencies, should be excluded.

. Materials of Canadian manufacture shall be used on accepted winter

works projects wherever possible in order to ensure maximum
employment in Canada.

. Preference is to be given to those projects providing the greatest

amount of employment and priority is to be given to projects in
areas where winter unemployment is particularly high.

In the case of a province which, under the laws of that province,
carries out works in a rural municipality that are of a nature nor-
mally considered to be a municipal function, such works may be
included for the purposes of this program, provided that all other
requirements have been met.

Projects to which the Government of Canada is contributing
through financial grants under other agreements or arrangements
other than centennial projects being carried out under Agreements
between the provinces and the National Centennial Administration
will not come within the scope of this program, it being provided,
however, that projects on which loans are obtained under the
Municipal Development and Loan Plan and under Part ViB of the
National Housing Act will not be disqualified by reason of any
forgiveness feature from receiving a contribution from the Gov-
ernment of Canada under this program.

The federal incentive on accepted municipal winter works projects
carried out within the prescribed period will apply from the date of
commencement, on or after November 1, 1965, or from the date of
acceptance of the project by the Government of Canada, whichever
is later.

In addition to exercising any usual functions in authorizing munici-
pal projects, the provincial government will be responsible for
approving those winter works projects proposed by municipalities
which come within the program. The provincial government will
forward particulars of each winter works project so approved to the
Canadian Department of Labour. After acceptance of a project by
the Government of Canada, the provincial government will be
informed and will notify the municipality that claims may be made
in respect of the project as indicated below.

Claims for incentive payments by the Government of Canada will be
audited by the provincial auditor, or an auditor designated by him.
Audited claims will be submitted to the Canadian Department of
Labour after certification by the appropriate provincial minister.
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This certification will be to the effect that the direct payroll costs
have been incurred on winter works projects which meet the
conditions set out above.

16. Audited and certified claims for reimbursement will be submitted to
the Canadian Department of Labour not more frequently than once a
month. All claims must be forwarded not later than October 31,
1966.

17. Notwithstanding the aforementioned terms under which the incen-
tive will be paid, the province may submit, and the federal govern-
ment may accept for payment interim claims covering the federal
share of up to 80 per cent of actual payroll costs incurred on any one
project approved by the province and accepted by the Government
of Canada; said interim claims to be subject to the province
submitting a final statement audited and certified in accordance with
the conditions of paragraphs 14 and 15 above.

18. The province will permit access by authorized officials of Canada at
all convenient times to records, documents and files of the province
and its municipalities directly or indirectly relating to authorized
projects, as may be deemed necessary for the audit of direct payroll
costs claimed under this program.

19. The provincial government will provide such additional information
as may be required from time to time by the Minister of Labour of
Canada.

The provisions set forth in numbered paragraphs 1 to 19 shall apply to
projects in unorganized settlements when sponsored by a community organiza-
tion and carried out under acceptable community supervision and provincial
supervision.

A detailed survey of the Municipal Winter Works Incentive Program was
carried out by the Department of Labour in co-operation with the provinces
during the summer of 1964 and some very useful information concerning the
program was obtained from*this survey. We intend to undertake further
research with a view to increasing the effectiveness of the program and your
co-operation in this important work would be greatly appreciated. Considera-
tion has been given to the possibility of introducing a system of variable
incentive payments which would take into account summer-winter cost diffe-
rentials which vary according to type of project and climatic conditions.
Further study will be required before such a change could be introduced and
we are proceeding with this study.

The Municipal Winter Works Incentive Program has been effective in
shifting work from summer to winter and has also been effective in relieving
some of the labour market pressures this year. Since there are indications that
construction labour will again be in short supply during the summer of 1966 it
is important that projects be shifted wherever possible to next winter.

While the main purpose of the program is to stimulate employment in the
winter months by shifting work from summer to winter, the program can also
provide a significant opportunity for improving the skills of workers particularly
in the construction industry. Any steps you can take to encourage municipalities
and contractors engaged on municipal projects to undertake increased ap-
prenticeship and other training will help meet developing manpower shortages.

As in previous years we shall be issuing a pamphlet describing the program
for the coming winter and copies will be available shortly.

I hope the program for 1965-66 will be acceptable to you and I would
appreciate hearing from you as soon as possible.

Yours sincerely,
Allan J. MacEachen.
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ORDER OF REFERENCE

Extract from the Minutes of the Proceedings of the Senate, Wednesday,
January 26, 1966:

“The Honourable Senator Bouffard moved, seconded by the Honourable
Senator Hayden—

That the Standing Committee on Finance be authorized to examine and
report upon the expenditures set out in the Estimates laid before Parliament for
the fiscal year ending 31st March, 1966;

That the said Committee be empowered to send for persons, papers and
records and to sit during sittings and adjournments of the Senate;

That the evidence received and taken at the preceding session be referred
to the Committee; and

That the quorum of said Committee he reduced to seven members.

After debate, and—
The question being put on the motion, it was—
Resolved in the affirmative.”

J. F. MacNEILL,
Clerk of the Senate.
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MINUTES OF PROCEEDINGS
THURSDAY, March 3rd, 1966.

Pursuant to adjournment and notice the Standing Committee on Finance
met this day at 10.00 a.m.

Present: The Honourable Senators Leonard (Chairman), Aird, Aseltine,
Baird, Belisle, Brooks, Burchill, Croll, Flynn, Gershaw, Grosart, Haig, Isnor,
Kinley, McCutcheon, O’Leary (Antigonish-Guysborough), Pearson, Pouliot,
Rattenbury, Reid, Smith (Queens-Shelburne), Taylor, Thorvaldson, Woodrow
and Yuzyk. (25).

The Estimates for the fiscal year ending March 31, 1966, were further
considered.

On motion of the Honourable Senator McCutcheon it was Resolved to print
as Appendix “D” to this day’s proceedings a list of the larger urban areas
participating in the Municipal Winter Works Incentive Program.

The following witnesses were heard:

Auditor General’s Office: A. M. Henderson, Auditor General. C. F. Gilhooly,
Audit Director.

At 11.45 a.m. the Committee adjourned to the call of the Chairman.
Attest.

Frank A. Jackson,
Clerk of the Committee.
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THE SENATE

STANDING COMMITTEE ON FINANCE
EVIDENCE

OTTAWA, Thursday, March 3, 1966.

The Standing Committee on Finance, to which was referred the Estimates
laid before Parliament for the fiscal year ending 31st March, 1966, met this day
at 10 am.

Senator T. D’Arcy Leonard in the Chair.

The CHAIRMAN: Honourable senators, may we come to order. We have with
us this morning a witness who is very familiar to all of us, and whom I think
we may regard as an old friend, namely, Mr. Max Henderson, the Auditor
General. With him are two of his associates, Mr. C. F. Gilhooly and Mr. A. G.
Cross.

Before we ask Mr. Henderson to give us the information that we may wish
from him, I should report that pursuant to the questions that were asked last
week of the Honourable Mr. Marchand and his assistants, we have received
from Mr. Hereford a list of the winter works expenditures in the major cities of
Canada. That list is in front of me, and I would suggest that it be printed as an
appendix to today’s proceedings, if that is agreeable.

Hon. SENATORS: Agreed.

(See appendix “D”)

The CHAIRMAN: In the meantime, if anyone wishes to ask as to any
particular one of the large cities of Canada, I have the information in front of
me and will give it.

Senator IsNOR: Mr. Chairman, Halifax is not large, but for the record would
you give the figures?

The CHAIRMAN: They are here, Senator Isnor. The number of man days
work to be provided in Halifax in 1965-66 under the winter works program is
;456%4, and the amount of the federal Government’s share of the payroll cost

69,153.

Mr. Henderson may wish to commence by saying something of a general
character. He was before us as a witness during our 1964 hearings. As you know,
last year we did not get very far before Parliament adjourned and then
dissolved.

I would ask Mr. Henderson if he would like to pick up from where he left
off in his evidence two years ago, dealing with the form and content of the
Estimates, looking at this from the standpoint of the Auditor General.

Incidentally, I think you have copies of the Auditor General’s Report for
1964-65, but there are extra copies available if required.

Mr. A. M. Henderson, Auditor General: Mr. Chairman and honourable
senators, it is again a particular pleasure for me to be with you this morning
and to place myself at your disposal in regard to any questions you may have
respecting the subject matter with which your committee is dealing. I might
say that we follow the proceedings of this committee very closely. On more than
one occasion it has given us a signal as to areas to look at.

79
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We have particularly admired the recommendations that you made in your
last report after you concluded the examination of witnesses on the Glassco
Commission recommendations. I -have no doubt that that work will stand every-
one in good stead as we progress’ toward What I hope will be a satisfactory
conclusion of thatrexercisey :«qy rra 111 iy OISR

I would propose first to address myseli to the subJect matter you have
suggested Mr. Chairman, namely ‘the form ‘and content of the Estimates, which
is the chief interest of the committee. -

e B sheu,ld like to deal ﬁrst -with what I might call some basic principles in
Government’s proposed spendmg to Parhament and the people Parhament’
dpproval, it seems ‘to me, like the approval of any proposed spe'nd.mg by ‘the
people who have got to pay for it, should be before the expenditure is made: I
think the importance of this is demonstrated by the present debates and I hope
you "will agree with mie Kere.

s Estrmates of the size of Canada s whlch have practlcally' doubled in: the last
five years—should be presented to Parliament in the clearest: poss1b1e ‘manner. 1
would like to give you what I think are four’ good basic reasons among pIenty of

others i

“Oné’is ‘the SIgmﬁcance or direct relation of the proposed spending to the
taxes which have to be leyvied to pay for it. Secondly, the complex nature of 'so
many of ' today s big spendmg programs and ‘the administrative procedures
surroundmg them Thirdly, thé mounting pressures- and demands on the time of
Parliameént.: Fmally, the fact that, as the representatlves of the" people, the
parliamentarians called upon to -approve such: estimates cannot’ ‘always' be
expected to be trained in interpreting all of the..finanéial ‘compléxities and
consequences which are present in so many of today’s vast Government under-
takings.

Cons1derat10ns such as these 1mpose a spec1a1 or add1t10nal resprSJ.blhty OI}
executive government to present its spending estimates as cIearly, concisely and
as fully descriptive as possible, all other things being equal. , :

I might turn now, Mr. Chairman, to an up-dating of events smce our last
meeting; or perhaps for the benefit of those who were not. present at that time I
might remind you that since 1960 .1 have been stressing in my reports to
Parliament fundamentals along the'lines that I have just given you. Each year'l
have outlined ways in which 1mprovements could be made.

In 1961 the Public Accounts Committee convened a subcomm1ttee on the
form and content of the Estimates and this led to a recommendation being made
by . the subcommittee based on one of my recommendations whereby the
Treasury started to show the approximate cost of major services provided free
to each department and agency. They have been doing this now for several
years. It is shown in memorandum form for each department throughout the
Blue Book. Thus you can at least see more closely the real overhead in
departmental spending than was the case before. This is just the beginning. We
are hoping, and the Treasury is planning, as and when Glasseo’s financial
management recommendations come to be implemented more fully, that these
costs will actually be borne out of the appropriation of the department with
credits given where they should be given. However, this.is a very logical first
step and as I say, it does mean that you can find out more closely the real cost
of that all-important cost element, government overhead. ;

Senator PouLioT: Would you mind if I ask a question?

Mr. HENDERSON: Please do.

Senator PouLIoT: I have a service to render and we need your support. I
wonder if you will explain this. I speak as a senator. I remember that when I
came in the total amount of money spent by the Government of Canada was




g

“FINANCE -+~ 81

less than half ‘a billion dollars, and the Honourable Mr. Dunning told me that it
was'on actount of the war that the expenditure was so high, it was $500 million,
or half a billion. Now it is 12 to:14 times more and naturally it takes more tlme
fo discuss the spending of the money now than 1t took then i3

Mr HENDERSON That is right. '

‘Senator PouLIoT: We senators are in an unfortunate posmon I wonder if
that is because of the way the agenda is prepared in the House of Commons. On
one day at three o’clock we are told that the acting Governor General, the
administrator, will come at a quarter to six for the Royal Assent. We are told to
be- ready to swanow hundreds of m1lhons of dollars 1n one or: two ‘hours. It
makes no sense. : : : ‘

e b HENDERSON You are saymg what I am saymg, senator. That is exactly
the point. But of course not everybody ‘will agree as to the exigencies you
describe. It is a fact that the pressures and demands on the time of both houses
is getting greater and greater w1th ‘the complex1ty of the spendmg and other
programs e o

“Senator PoULIOT: There are many useless matters that are brought before
the House of Commons instead of the Estimates.

The CHAIRMAN: Are you suggesting really ‘that the form of commlttee
cons1derat10n of- estlmates is the way that it should be dealt with?

Senator POULIOT They should deal with ‘the Estlmates as much’ a8 possible
in the first place The Throne Speech debate is not so important and I Temember
Ilme and time again when it was postponed to some later date: That change
would give many days for the study of estimates in the Commons and give us a
chance to have at least two or three days to ask quest1ons or. to d1scuss the
spendmg of money.

Senate is concerned

Senator PourioT: I know, that, but I need the support of Mr. Henderson
because what he says receives w1de pubhc1ty and is very important.

Senator BrRooks: Would not that be a duplication of work now done in the
other place? There are 25 departments Would it not be impossible to go
through the Estimates of 25 departments in a committee such as this, for
instance? I do not see how it could be done in a practical Way by a small
committee of the Senate. I know that in a general way we should know more
about the Estimates, but they are pretty well threshed out before they ever get
to the Senate and I do not think that the Senate is the place to make a thorough
and detalled examination of them.

Mr HiNDERSON: If T may, I will answer Senator Pouliot’s first duestion. The
principal contribution that I can make to this is to continue pressing for a clear
and concise description of the spending because I think that is due to the people
who-are called upon to approve it. I do.not see how. you can approve a global
figure unless you ask some questions, or know something about it.

Senator PouLrioT: You are perfectly right.

Mr. HENDERSON: Therefore, there is a responsibility upon executive govern=
ment to do the best job it can, within the confines of security and all that sort
of thing, to give businesslike and effective descriptions. That means, at least,
that when the material comes to you it comes adequately described, and you are
able to give it the judgment it deserves.

Now, on the other point about the pressures of time and the discussion of
the estimates in the House of Commons which Senator Brooks has mentioned, I
personally have had ‘doubts over the years whether in fact the estimates have
been properly thrashed out in the House of Commons. In fact, it seems to me
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that too much time has been spent on minor aspects of the estimates, and too
little time on the basic fundamentals. This point has, I think, been recognized
by the house now, and by the committees, because this year we are seeing for
the first time the Estimates being sent to all new committees. It is surely an
excellent thing if they are able to send for witnesses and papers, and to spend
several hours in a much smaller group going into the proposed spending of each
department in depth.

Senator BrRooks: That was one of the recommendations of the Glassco
Commission. -

Mr. HENDERSON: Yes, and, of course, this has been the British practice
for some time, and this is the point I have been raising for the last several
years, and so has the Public Accounts Committee. I believe this to be a real
step forward. There should be more informed discussion and an opportuni-
ty to examine the architects of the spending.

Senator PouLIoT: Besides that, Mr. Henderson, it seems to me that the true
British parliamentary practice is not observed at all when the House of
Commons sits in committee. When the estimates are brought forward, instead of
asking questions the members deliver orations—

The CHAIRMAN: That is part of the tradition.

Senator PouLioT: To me the purpose of the committee of the whole on
supply in studying the Estimates is to give the head of the department an
opportunity to give full information to the members of Parliament, so that they
will know how much money has been paid for some wharf, or something like
that. It is to enable them to obtain some precise information. The members can
then decide whether it is not enough, or too much. But, when somebody starts
to speak of a wharf he goes on to speak about the beauty of the St. Lawrence
River, and so on, which is ridiculous.

The CHAIRMAN: Perhaps Mr. Henderson would like to go on with his
statement.

Senator CroLL: May I, at this point ask Mr. Henderson a question? As I
understand the British practice, they have a committee—

Senator Pour1ior: The National Expenditure Committee.

Senator CroLL: They have an all-party committee that sits in camera, and
takes a department each year and goes through it in depth. There is no record.
That committee makes a thorough study of a department. In that way they get
around to the various departments. They do it in that fashion. Does that have
any appeal at all?

Senator BENIDICKSON: The House of Commons is getting to that.
Mr. HENDERSON: Do you mean: has the British practice any appeal?

Senator CroLL: Yes.

Mr. HENDERSON: I know it is their practice to have these committees sitting
in camera. The public accounts committee over there sits in camera. I
understand the same is true of the estimates, as you say, although I believe
today they are covering more than one department a year. That is beside the
point, but the thing is that they are able to give everything a much better
going-over than could be the case when it is done in public. Considerable
publicity than attaches to their reports to the house. I think our proposed
method is well worth trying. It is true we are not holding any committee
meetings in camera, but if we are able to spread our total Estimates across these
committees in the manner proposed the result could well be very constructive. I
would like to see this given the trial that is proposed.

Senator CroLL: I read the British Hansard from time to time, and I seldom
see a discussion of an estimate.
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Mr. HENDERSON: This is because they have come to accept the reports of the
committees, as I would hope our Parliament will come to accept the reports of
the 20-odd committees that are now set up for this purpose. After all, one of the
objectives of a committee, should be to merit or win confidence, and that takes
a little time, does it not?

The CHAIRMAN: I think in the British system the Estimates are automatical-
ly referred to the committee on estimates, and that committee must report
within a certain number of days. Then, there may be a debate on that report,
and the Estimates must be passed by a final date. So, there is a time limit on the
consideration of the Estimates.

Senator PouLioT: Then, Mr. Chairman, what Senator Brooks has said is
sound, and in order to understand something in the Estimates we have to work
as you do yourself; we have to take the Estimates one by one, and discuss them,
and after we are through with one estimate we take the other. In that way we
can make progress, and come to some understanding of the whole business.

Mr. HENDERSON: I think your committee, if I may say so, Senator Pouliot,
has made, and is making its greatest contribution by the study it made a couple
of years ago on the overall recommendations of the Glassco Commission, and
now of the form and content of the Estimates—

Senator PouLioT: Do you know why?

Mr. HENDERSON: Rather than picking out any segment it is dealing with the
underlying principles in these Estimates.

Senator PouLioT: Do you realize why our committee is making progress? It
is because we have a good chairman and we have a good clerk, and my
colleagues are interested in the subject.

The CHAIRMAN: You are out of order. Proceed, Mr. Henderson.

Mr. HENDERSON: I was explaining how in 1961 the Public Accounts Com-
mittee convened this subcommittee. This led to the Treasury’s showing of the
approximate cost of major services provided free, which they do in memoran-
dum form now for each department so that you can see all the important
elements of overhead. The matter is not going to be left there. I should imagine
it will probably stay in that form for a short time to come—perhaps a long time,
depending on the speed with which Glassco comes to be implemented.

In 1963 the Public Accounts Committee went to work again, and formed
another subcommittee on the form and content of the Estimates. This time they
did so at the request of the Treasury Board which sought the approval of the
Public Accounts Committee for its proposals to consolidate a number of votes. I
should like to just mention what has happened here, because this brings me
right up to the situation today. It is an important point.

The committee’s third report in 1963 was tabled in the House of Commons
in December of 1963. This is the last time the Public Accounts Committee has
reported on the subject, because the committee has not met since the end of
1964. This is one of my problems. I have two years’ reports backed up waiting
for them. In that 1963 report they made this immediate recommendation—first of
all, they approved the revised vote pattern proposed by the Treasury Board for
introduction into the Main Estimates, subject to certain improvements suggest-
ed by the Auditor General to the committee. Your committee, Mr. Chairman, is
familiar with this revised vote pattern. I think Dr. Davidson spoke of it in 1964,
and you, of course, are seeing it now in the Estimates you have before you.

Secondly, the committee supported my recommendation that supporting
financial information of Crown corporations and other public instrumentalities
be included in the Details of Services in the Blue Book for the purpose of
providing better information to the members and to the public with respect to
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the mature ‘of ‘the fiscal requirements of the Crown corporations and bther
agenc1es requiring ﬁnancmg by parliamentary appropriations. ~ © -

" This had been oné of’ my recommeéndations over the years, that mstead of
puttmg in the- Blue Book the amount required for -example, for the net
operating needs of the CBC at $100 million, and having nothing else ‘on the
page, there would be shown the major ‘areas of spending involved .in"that
request and:perhaps a comparison with how it was spent in the previous year;
that is, details of the budgets behind these figures in the case of all Crown
agencies and corporations coming to the Governmen-t for *noney-— :

~ The CHAIRMAN: Commg to Parliament.

Mr HENDERSON ——commg to Par‘hament for money, just the same as it has
to be glven toa banker 1f you ask h1m for a loan He WOuld de.mand mformation
like that.

The third comrmttee recommendatlon is in support of my_ own x:ecommen-
dation for the presentatlon of additional information in the estimates concernmg
the staff of all government departments and thé ‘erown’ corporatlons and other
pubhc instrumentalities showing the number of employees’ actually on’ the
payrolls at the latest date available. This has never been shown in'the Estimates
before. And fourthly, the committee recommended that brief notes be given
explaining proposed major increases in the s1ze of- estabhshments In other
words, explaining why. 2 e a .

You might like to know what has happened to these recommendatlons
since.. In regard to the. first one, the revised vote pattern which the Public
Accounts Committee approved, I found it.necessary to put a note in my 1965
report. This is at paragraph 51 which shows it, was not carried out. precxsely ;as
the Public Accounts Committee had mtended it should be when it agreed to
this. I have had to put down how Treasury Board carried it out in practice and
the accountmg consequences which followed. Transfers’ were made between
votestand the note explains how Parliament got less information. I:am referring
now- to ‘paragraph 51, page 22, of my 1965 report headed ‘“Revised Vote
Pattern”. We can revert to this Jf you w1sh It W111 be commg up for dlscussmn
in‘the Publi¢' Accounts Committee. )

‘Secondly, the committee had recommended inclusion of supportmg ﬁnanclal
information of crown corporations. In its 1963 report when this recommendation
was made by the .committee the Secretary of the Treasury Board shortly
thereafter explained to the committee that he had not been able to discuss with
any of the crown corporations or public instrumentalities the practicability .of
including supporting financial information in the estimates with respect to their
operations. He undertook to do so and to advise the Auditor General for the
information of the committee. :

I-shall be reporting to the Public Accounts Committee on thls pomt to the
effect that there has been no further word as to.the progress of these discussions.
We are no further ahead and no such supporting financial information has
appeared in the estimates respecting these crown corporation requirements.

Now as to the presentation of additional information in the estimates
concerning the staff they wanted to have the number and the major increases
explained as between the years. Two years ago Treasury commenced putting in
the Blue Book an appendix entitled “Public Service Employment”. You may
have noticed it. There is a schedule in the back of the Blue Book showing how
this recommendation is thus carried out, but with respect to explaining the
major increases, I shall be explaining that this has not yet been done. All we
contemplated in the Public Accounts Committee was a parenthetic note at the
bottom of the page saying that the reason for this or that major increase was

due to so-and-so.

"t.)
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-Senator PourroT: When your recommendat,mns are not carried:out,*is 1t
because of obstinacy or negligence?

Mr. HENDERSON: It is a combination of many thmgs, Senator Pouhot I
would not pick out any specific one. It could be because of the lack of a Public
Accounts Committee, too, because we did not have one in 1965.

Senator AirD: How long has this request for additional information been
outstanding?

The CHAIRMAN: Mr. Henderson referred to the fact it was in his record—

' Mr. HENDERSON: This was a report tabled in the house in 1963.

Senator AIrD: What is the reason for this delay?

Mr. HENDERSON: This delay will be discussed in the Public Accounts
Committee which is at the moment in process of formation and which will
likely commence meetings next week. I cannot be specific. I would not wish to
be unfair to the Treasury Board, and it could be that they have not been able to
dispose of these matters. I submit them in letter form to the Minister of
Finance, in accordance with the Public Accounts Committee’s directions, and I
sent this to the Minister of Finance within a few days of its being tabled. He
was good enough to acknowledge it, and it is my practice to follow it up in the
manner described and report back to the committee. I keep a list of these
recommendations not implemented each year.

Senator AIRp: Surely this is an accounting procedure and it seems to me
inexplicable that it should take so long.

The CHAIRMAN: No doubt we will have Dr. Davidson before us again at one
of our future sittings and he will keep this in mind and explain it to us.

Mr. HENDERSON: Now I have directed your attention to the present situation
and referred to paragraph 51 of my 1965 report on the vote pattern showing
how as a result of the adoption' of this vote pattern certain things have
transpired which were not expected when it was brought before the commlttee
for approval.

To bring matters down to the present time, it is our understandmg, and I
think yours, Mr. Chairman, that Treasury Board as a result of its consideration
of the recommendations of the Glassco Commlssmn expects to submit proposals
to the Public Accounts Committee in due course designed to present the
estimates of a number of departments on a program and activity basis with a
view to having this new basis replace the present objects of expenditure basis
over a period of time. That is to say that six or seven departments are lined up
ready to present it and discuss it with the committee. I believe that the reason
they wish to bring it before the Public Accounts Committee is to have the
approval of that committee on the format of many major changes that are
going to be made. There may be some questions about this program bé.sis'
Broadly speaking, it envisages asking for the money on the basis of the
purposes for which it is required in terms of the programs or projects or
activities planned. It depends on the extent to which the particular operations
of the department of government will lend themselves to being divided' into
easily understood programs or activities it should mean that you can under-
stand better where the emphasis is being placed on each activity within the
operation. It is not dissimilar to the approach brought to budgeting in Iarge
commercial corporations.

Senator Pourior: Mr. Henderson, I don’t want to interrupt you, but did the
members of the Glassco Commission discuss the proposed recommendations
with the department of the Auditor General before making them?

Mr. HENDERSON: With me?
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Senator Pourror: With you or your department. What I want to know is:
before making that recommendation in their report, did they discuss it with
your department?

Mr. HENDERSON: Generally speaking, yes, Senator Pouliot, except that I
myself, my office, was not examined by Glassco because we are part of
Parliament. But Mr. Glassco and his associates had several meetings with me
and my senior officers to dicuss their various approaches and thinking in
different areas, to check some of their findings, some of their facts. We did not
participate actively in it, and not all their proposals by any means were checked
with us, but in the financial area a number were discussed with me.

Senator Pourior: My question is not to the effect they asked you for
guidance, but by what you have said I understand at that time they went to
your department for advice.

Mr. HENDERSON: I would not say it was for advice so much as it was for
checking their own thinking, their own facts. They operated quite independent-
ly, and it was not my function to seek to plant any ideas. We all wanted a
completely free expression.

Senator PouLioTr: You wanted them to be in the position to make an
independent appraisal?

Mr. HENDERSON: Yes.

Senator PouLIoT: About your department as well as the others?

Mr. HENDERSON: They would outline some of their thinking and be interest-
ed in what we had to say.

Senator PouLioT: Yes. You were co-operating with them.

Mr. HENDERSON: Indeed.

Senator PouLioT: To have them find the right way?

Mr. HENDERSON: That is right.

Senator PouLrIor: What they thought to be the right way?

Mr. HENDERSON: We co-operated in the same way as auditors always seek
to co-operate with any consultant that might come in. We have working papers
on the operation of these departments and if we can assist in liaison or any
similar way, I think that is our job.

Senator PouLrioT: Before making a recommendation for the improvement of
the management of Government business, I presume that you talk about the
matter with the departments concerned?

Mr. HENDERSON: Yes, we have a very good relationship with all depart-
ments; they are discussing some of those matters with us a good deal. Any time
we can be of help to them by means of informal discussion, we welcome it. It
helps us to know them better, and vice versa.

Senator PouLIOT: You are on talking terms with everybody?
Mr. HENDERSON: I am glad to say we are, senator.
The CHAIRMAN: Would you continue, please, Mr. Henderson?

Mr. HENDERSON: If there are any questions on the program and activity
basis, we could deal with them.

I think it is important at this point not to overlook, if such a change as this
takes place—namely, the estimates are changed over—that it is going to require
quite .a number of changes in many of the accounting procedures within the
Government, and also it is going to alter the format and setup of many of its
financial statements. Therefore, this whole subject is of considerable interest to
us, and although I am in no sense of the word participating in administrative
decisions surrounding this type of budgeting, my-directors and I watch all the
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pros and cons being discussed very closely because it is of great interest to us. It
could alter the type of accounting controls on which we rely, as well as the
format of the statements that are being turned out, so we are keeping closely in
touch with this, and the Treasury are good enough to keep us in the picture.

Finally, as we mentioned earlier, the 1966-67 Estimates, as you know, are
about to be referred to all these newly organized standing committees of the
House of Commons which, it seems to me, should result in their receiving a
closer serutiny than they have before.

Senator PouLIoT: Due to a division of the work?

Mr. HENDERSON: Yes, I would hope so; that would be one of the factors. So
we are just on the eve of these two major changes or break-throughs, if you
want to call them that, in the form and content of the Estimates. I can only say,
Mr. Chairman, I think it is excellent that you are able to devote the time you do
to discussing the subject, and particularly at this time.

The CHAIRMAN: Thank you, Mr. Henderson. I am sure some of the members
of the committee have questions.

Senator IsNor: Mr. Chairman, I was not quite clear as to what Mr. Hender-
son had in mind in respect to having the Public Accounts Committee consider
the Estimates. Was that before they were finally placed before Parliament,
or after? F

Mr. HENDERSON: Senator Isnor, it is not the Public Accounts Committee
considering the Estimates, only the form and contents of the Estimates. The
individual estimates are now going to the individual parliamentary committees.
The Public Accounts Committee interests itself in the form and contents of the
estimates because that is vital to the entire public accounts which are referred
to that committee, and also to my reports. Do I make myself clear?

Senator IsNoR: Yes, I think so; I think that clears it up. Why I asked that
question was, I think I have the same thought in mind as that expressed by
Senator Brooks. He has, in his experience as a cabinet minister, been involved
in approving of these plans of the various departments as presented by
Treasury Board. I look on Parliament in somewhat the same way as a bank or
industrial firm which makes its report to its shareholders. We depend on the
board of directors and the officers of that company and they, in turn, present us
at the close of the year with a financial statement which has been properly
audited, and this is done in good form by our present Auditor General in so far
as the parliamentary accounts are concerned.

I am just a little doubtful as to whether I see the wisdom of placing the
Estimates and the information before the Public Accounts Committee or any
other body than the Treasury Board before they are finalized and passed and
placed before Parliament. I just throw that thought out. Was that your thought
Senator Brooks? Did I express it correctly?

Senator Brooks: Yes, I have never noticed there has been very much in the
way of savings in the Estimates after they once get through the Treasury
Board and when they come before Parliament. They spend a lot of time going
over them, but I cannot recall they have ever been reduced very much. I think
most of the work is done before they ever come before Parliament as far as
savings are concerned.

Mr. HENDERSON: I would not hesitate to pay the strongest tribute to
Treasury Board in doing all it can to prune these things and save any money
that is around that can be picked up. But, at the same time, if you subscribe to
the proposal that Parliament is to have control of the public purse and vote the
money, then Parliament should be given the opportunity to look these figures
over. The only plea I am making is that if you ask the members of Parliament
to pass estimates of the size you see here, then they are certainly entitled to be
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given a maximum of mfotmatlon so they know- just what, it is they are
approving. ' i ‘

Senator Baooxs The Glassco report had that in mmd when the commss:on
made their recommendations.

Mr. HENDERSON: The wording you see in the votes in the Estunates is of
vital importance to me because that wording becomes law, and if we find
expenditures that are being charged against it we do not think the vote could
have possibly envisaged, it is my duty to bring that to attention. In my report to
the House each year I have a number of these cases. This year I have a number
again, and we will be discussing them in the Public Accounts Committee.. They
can of course, represent, illegal expenditures from my point of view.

The CHAIRMAN: I think we are entitled to hope they may have some effect

on the next year’s estimates, if not on the actual ones that have come before us
now. : 3 .
Senator CroLL: I am not clear, Mr. Henderson, whether you are talking
about form or substance.
' Mr. HEnDERSON: Well, I.suppose I am talking about form. We describe it as
form and content. It is the manner in which the Estimates are prepared; and the
shape, or substance if you like, in which they are presented as distinct from the
individual amounts, or the merits of an individual estimate.

I shall be quite happy to deal with those in any questions that might be
asked. I approached this matter as I interpreted your committee’s approach to
be, as one of form and content of the Estimates, the broad principles on which
they are prepared and the manner in which they receive their approval Do I
make myself clear?

: Senator CroLL: I am having a hard time following you. Let us take any
department, such as Public Works. Can you draw a picture with regard to that
department?

. Mr. HENDERSON: I will give you a case right here. It happens to be the case
of National Defence: Defence Research and Development—40d, for development
There is one word “Development” with an amount of $9,300,000.

Senator CroLL: That is all that appears?

Mr. HENDERSON: That is all it is.

Senator HA1G: What do you want in that?

Mr. HENDERSON: I should like to know what kind of development it is. How
am I to know, when checking the expenditure and finding it charged to vote
40d? It might be development in 50 different ways. Why could that not be
elaborated at least into paragraphs the size of the previous two votes? Tell us
something about what it is for; $9,300,000 is a lot of money.

Senator McCurcHEON: It is a good figure to take out of the air. They do not
know what they are going to develop. You are asking too much. .

Mr. HENDERSON: I believe the people who are asked to approve that ﬁgure
are entitled to a maximum of information consistent with the case. I would not
expect them to go into too.much detail, but at least to add sufficient to indicate the
kind of development it is and where it is going. For National Defence, I beheve
it.is for the hydrofoil program.

Senator Brooks: I think they give that mformatmn when they appear
before the Public Accounts. Committee. Someone asks a question as to what it is
for, and they give the details. '

Mr. HENDERSON: When they come before the Public Accounts Committee
the money has been spent several years previously.

Senator CrorL: Following Senator Brooks question, you say to him that
when they come before the,Public Accounts Committee the money is being
spent? : ; :
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Senator McCuTcHEON: Has been spent.

Senator CroLL: Has been spent. What can the explanation do to stop it
from being spent?

Mr. HENDERSON: If the money has been spent, that is it. I do a post-audit. I
am not interested in approving the Estimates at all. I interest myself in the
form and content of the Estimates, as I must do, because this forms the basis of
the financial statements at the end of the road and which I certify.

Senator Brooks: It is in the Treasury Board that the cutting down of an
estimate is done, not when it comes to Parliament?

Mr. HENDERSON: That is right.

Senator Brooks: I wanted to have a hospital built in Newfoundland at one
time. They wanted to cut down the cost; and that was not done in the Public
Accounts Committee, but by the Treasury Board.

Mr. HENDERSON: That is right. You must remember that the Treasury Board
does a tremendous job. It questions the deputy heads, in closed sessions of
course, and they do the best they can as good administrators to minimize
spending, and the expenditures have to be justified to them before they present
these estimates to public view.

The CHAIRMAN: Senator Aird.

Senator A1Rp: Mr. Chairman, I want to say that at the last meeting of this
committee I was the one who asked the question of Dr. Davidson, and I may say
that I know something of the situation in relation to that question of $9 million
which has been referred to.

The CHAIRMAN: Senator Grosart?

Senator GROSART: Mr. Henderson, you spoke of the English procedure, and
I gathered from what you said that they have a procedure by which there is a
time limit in Parliament for the approval of the estimates. Is that a statutory
procedure?

Mr. HENDERSON: Senator Grosart, I am afraid I cannot be specific about
that. It is my understanding that it is one of the rules of the house in the same
way we have our own rules here, and they have found that by taking the
Estimates off the floor and into the committee, and simply a report coming back,
they have saved the time of the house. Consequently they have set up a
timetable in order to keep everything moving. I think it is one of their rules,
the same as last summer our house adopted a new set of rules for committees.

Senator GROSART: Would you say a timetable would prevent the situation
which developed here in the last couple of years? My understanding was that
recently in the Senate we were asked to approve expenditures by Governor
General’s warrants based on estimates that had not been approved. Now, you
have used the phrase “illegal expenditures” in another connection. I can well
understand that these particular expenditures if passed would not be illegal in
that respect. With regard to illegal expenditures, has any consideration been
given to penalties? Usually there are penalties for illegality in the handling of
funds. Is anybody ever punished for an act which you described as illegal?

Mr. HENDERSON: Members of the Public Accounts Committee of the House
of Commons have posed the same question when we get to the question of the
waste of public funds in regard to the non-productive payments that I bring
out. It comes up every time the committee meets. I cannot name any instances
offhand where people have been dismissed as a result of what has been stated. I
know of cases where they have been moved to other positions within the Public
Service, or demoted in some way; but the pinning of the blame in the sort of

scene we have is not an easy thing to do. There is not quite the same
23457—2
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organization of responsibility as exists in business, or, as we say in accounting
“responsibility accounting,” which may be introduced shortly so that a person
may be pinpointed and held responsible for performance.

The CHAIRMAN: Senator Pearson?
Senator PEARSON: Who presents the figures to the Treasury Board?

Mr. HENDERSON: The departments. The people who want the money make
up the Estimates in the first instance, and then they are presented to the
Treasury Board, and usually the head of the department is invited to appear to
justify them to the ministers and the Treasury Board.

Senator PEARsON: Does only one representative from the department
appear before the Treasury Board?

Mr. HENDERSON: He is at liberty to bring anyone he likes from the
department. Usually five or six come in. It is a thorough process, I can assure
you, senator.

Senator ISNOR: Would you care to comment, Mr. Henderson, in regard to
the transfer of funds from one appropriation to another in the same depart-
ment, as to whether you make reference to it in your recommendations or not?

Mr. HENDERSON: The point of course that interests me on that is whether
the transfer is made by the executive or is made with the knowledge of
Parliament. I must watch at all times to see that the interests of Parliament are
protected in the way it is done. I would say this to you that I think if there
were more effective disclosures of some of the details in here it would not be
necessary to practice some of those changes. I think that if more reasons behind
the supplementaries were given, they would be more understandable to the
reader and commend themselves more to the house possibly rendering unneces-
sary some of the transfers you mention. However, you must bear in mind from
the standpoint of the Treasury Board that it has not been without its difficulties
in financing during the past couple of years or so.

During 1965 we have had, as I think Senator Grosart mentioned, Governor
General’s warrants. We have had those come along in recent years on several
occasions. That is a subject to which I addressed myself in my 1963 and 1964
reports. Of course, they have been used again without any change in the law at
all. The same provisions apply. I believe that your chairman spoke about it in
discussing the motion to set up this committee, if I am not mistaken. It has not
been easy to manage without having the normal parliamentary processes
working.

The CHAIRMAN: On this matter of transfer that Senator Isnor has raised, we
had some discussion of it in our first meeting on February 2, as reported at page
23. Senator Molson and Senator Flynn spoke about the possibility of a credit
appearing in the Estimates where a vote in the main Estimates is not spent, and
then a supplementary estimate coming along in the same department, thereby
looking as if it has an additional expenditure without any credit being given for
it. I wonder whether Mr. Henderson would like to comment on the suggestion,
which was that where a department in its supplementary estimates was asking
for additional funds but did have an item on which they would be underspent,
that it might be more informative for Parliament if a credit were given in the
accounts for the underspending on a particular item. Is that correct, Senator
Flynn?

Mr. HENDERSON: I think it would be more informative, Mr. Chairman.
As I understood the burden of this question at the time, and the point that was
discussed, I found myself wondering why it would not simply have been
explained right in the item.

The CHAIRMAN: In other words, your point is that the main thing is an
explanation of what is being done and what is happening.
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Senator BELISLE: After a department has been reviewed and its spending
approved by the Treasury Board, is it still possible to have additional expenses.
approved by order in council?

Mr. HENDERSON: The Treasury Board approval forms in effect the appro-
priation that is then asked of Parliament, and the money is voted, the total
amount. Parliament has then spoken and the expenditures cannot exceed that
amount. Treasury Board approval will be given for certain types of expenses
—contracts over a certain amount and certain types of charges—but the total
cannot exceed the amount that Parliament has approved. That is the basic
principle—Parliament approves the total figure, the Treasury Board administers
it under that, so to speak.

Senator BELISLE: If one department has a leftover, this money cannot be
transferred by order in council?

Mr. HENDERSON: It lapses, unless the vote permits it to be carried forward.

Senator BENIDICKSON: The House of Commons had a procedure under the
Estimates Committee, which committee would take three or four departments a
year, and fairly exhaustively examine the estimates for those departments. Has
that committee been abandoned and is it being replaced by these 20 committees
who will specialize and take the departments in substitution for the procedure
under the Estimates Committee?

Mr. HENDERSON: I am not too certain, Senator Benidickson. I think that that
Estimates Committee is still one of the number that is being formed. But now
we have about 20 committees and the membership of each is I think, about 22 or
24 so there are going to be some very busy days ahead with all the meetings.

Senator GROSART: I realize that your function is to call attention to these
irregularities and not perhaps to conduct an inquiry. I wonder, first of all, do
you establish the fact of the authority that approves these illegal expenditures?

Mr. HENDERSON: Most certainly, Senator Grosart, every paragraph that goes
into my report only goes in after weeks of discussion among my senior men
dating from its origin. If we decide it is an item to be included in the report, the
text of it goes to the minister and/or the deputy minister. We ask him if the
facts are right. I am always pleased to discuss any of these paragraphs with
them and in point of fact do. We might have them under discussion like this for
some time before they are incorporated into the galley sheets for my report. So
it has been exhaustively looked at. The circumstances are known, and behind
each of the notes I have a complete dossier.

Senator GrosArT: But all of these illegal expenditures—and I use the
term because it is yours—have been authorized by the department and the
Treasury Board?

Mr. HENDERSON: The Treasury Board might not necessarily have been in it,
it might have been paid as a result of spending regulations or alternatively the
Governor in Council might have had a hand in it, or alternatively the Treasury
Board minute—depending on the type of expenditure involved.

Seqator GROSART: But if it was an expenditure not specifically authorized in
the Estimates, it should in the normal course of events be reported to the
Treasury Board?

Mr. HENDERSON: That is right.

s Senator GROSART: Would some of these have been referred to the Treasury
oard?

Mr. HENDERSON: Yes.

Senator GROSART: And approved by the Treasury Board?

Mr. HENDERSON: Yes.
23457—23
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Senator GROSART: It seems to me that the normal course in business, for
example, would be to say what happened and who did it.

Mr. HENDERSON: We know that. They know that. But I am not interested in
personal names.

Senator GROSART: I can understand that. It would be most unfair for your
report in effect to lay a charge against certain individuals. I can understand
that. What I am asking is, is that information given to the Treasury Board—as to
the individual who was responsible?

Mr. HENDERSON: In my experience the departments are quite punctilious in
running these cases to earth. The correspondence files indicate that their actions
confirm it. The remedial action they take, I view as their business, not mine.

Senator BrRooKs: In other words, you only bring it to their attention.

Mr. HENDERSON: I bring it to their attention and if it is a matter which, by
its nature, I feel I should bring to the attention of the house—the requirements
of the act are broad, leaving the discretion to me—I do so. But it is only after
discussion with the minister and/or the deputy minister. As a matter of fact in
a number of notes I have incorporated the department’s point of view after
inviting them to draft how they think it should read so as o remove any
possibility of its not being completely understood.

Senator SMITH (Queens-Shelburne): How many of these so-called illegal
acts did you point out in your last annual report?

Mr. HENDERSON: Of the type surrounding the payments on the Estimates?

Senator SMITH (Queens-Shelburne): Any type that qualified for the use of
the phrase “illegal acts”.

Mr. HENDERSON: I do not use the word “illegal”. I give my opinion of what
has gone through.

If money is spent for which the vote does not provide, we generally say it
is not in conformity with the vote.

The CHAIRMAN: On page 46 of the report for example, item 74, you say:
In our view this expenditure is in the nature of a contribution to an
outside organization and therefore it is questionable whether it falls
within the ambit of a defence appropriation.

Senator McCutrcHEON: That is right, Mr. Chairman. Surely in private
business as well as in public business, all an auditor can do is draw attention to
the facts, and express views, and it is up to the people to whom he reports as to
what action is taken.

The CHAIRMAN: And their lawyers.

Senator McCuUTCHEON: And their lawyers, yes.

Mr. HENDERSON: I would like to mention a few of these from my report, to
clarify this for Senator Grosart. The first one I might mention is not perhaps in

this category. It has to do with the method of financing the capital expenditures
of the CBC and the method of financing Expo ’67 described as loans and

investments.

Senator McCuUTCHEON: You never told us who signs the notes.

Mr. HENDERSON: These are loans to people who will not be able to pay them
back unless they are given the wherewithal to do it. So, I raise the question: Is
that the kind of investment to carry on the balance sheet as an asset? This is, in
point of fact, what is done. It is postponing the date on which the grant has to
be appropriated. This may have merit today, but it has to be met at some time
in the future.

Senator McCUTCHEON: It relieves the current budget.
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Mr. HENDERSON: In paragraph 67 of my 1965 report I refer to free
accommodation for an international commission without parliamentary sanction.
The Estimates here provide specifically for the payment of Canada’s share of the
expenses of the International Commission for the Northwest Atlantic Fisheries.
In addition, the Governor in Council saw fit to provide the commission with free
accommodation, a cost to Canada that is effectively buried in a departmental
vote. The specific estimate is misleading as it suggests this is Canada’s total
contribution. I am wondering what the intent of Parliament was, and I bring
that to attention.

Then we come to paragraph 68, the questionable charge to Vote 1 of the
Department of Industry. This was a grant to help finance a study into a new
process for treating various types of metallic ores, and it was disguised as a
service contract and charged to departmental administration, whereas it was to
subsidize this particular study. I doubt if Parliament intended that the cost of
this should be charged to that vote.

We have under paragraph 74 an item of $215,000 being the cost of
assistance to the Easter Island Medical Expedition which was included in the
portion of this consolidated National Defence appropriation set aside for the
expenses of the Royal Canadian Navy. The consolidated appropriation provided
for operation, maintenance and capital requirements of the three services.

Senator BROOKS: You are suggesting an improvement in the bookkeeping?

Mr. HENDERSON: I think the wording of the vote should have said “and to
include Easter Island Medical Expedition”, or something of that kind.

Senator GROSART: Mr. Henderson, what should be the procedure where an
estimate is inadequate? We can all understand that an estimate can be
inadequate in view of the subsequent facts, and that an immediate decision has
to be made to spend the money on a project, or a specific object, of an estimate.
When such action cannot be delayed, what is the proper procedure?

Mr. HENDERSON: There is a certain amount of leeway in a number of these
estimates and there is also a contingencies vote to which I think Dr. Davidson
referred which is used quite properly to take care of the type of thing you have
in mind. Of course, if it is a major expenditure then the supplementaries will
have to be used when Parliament is available, but, unfortunately, as I men-
tioned earlier, in the past year or so the Government has had to rely for much
of its money supply on Governor General’s warrants so it has not been easy.

Senator GROSART: What is your main point? Is it that instead of disclosing
these discrepancies between the estimated expenditure on a particular item and
the amount actually spent, they have hidden it? Is this what you are in effect
saying now?

Mr. HENDERSON: The amount can be hidden, although I do not find that to
be the intent of the executive. It is a case, rather, of their having to find a place
where they can charge it, and where they have the money available, I think Dr.
Davidson referred to an item we had in our 1964 report in regard to the
Department of Mines and Technical Surveys using one of its ships in the
charting of shipping channels in the Caribbean. That was charged to depart-
mental administration. I think Dr. Davidson mentioned at the last meeting that
they intend to broaden this estimate wording. It appeared to be a questionable
charge there. If the wording of the vote had been broadened I would not have
raised it, but when I do not know whether that is the intent or not, I must ask.
Perhaps he has put it there because he had no other place to put it, or he has a
good and sufficient reason which, if he explains it to me, I may accept. It is a
matter of judgment as to the ones I should ultimately report to the house. That
is the very essence of my work—seing to it that the money that Parliament has
voted is, in fact, expended for that purpose.
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Senator BURCHILL: Mr. Henderson, I notice in the report of the president of
one of our banks given at an annual meeting he emphasized the need for
practising the old-fashioned virtue of thrift in the nation today. As our
governmental budget is prepared I take it that every department assesses the
amount of money it requires, this goes to the Treasury Board and is approved,
and it is then passed by Parliament, and so on. If in the course of the year
additional expenditures are required then supplementary estimates are pre-
pared, and passed by Parliament. In your experience, is it the part of govern-
ment to practise thrift in any way, shape or form, or have you any experience
of any of these expenditures being curtailed?

Senator McCuTcHEON: May I interject to say that the subject of thrift is a
very popular text for bank presidents. That is why their offices are so modest.

Senator CROLL: Mr. Chairman—

The CHAIRMAN: Senator Croll, please wait until Senator Burchill gets an
answer to his question.

Senator CroLL: I did not think he would get an answer.

Mr. HENDERSON: Senator Burchill, that is a tough question. I have certain
responsibilities, as you know, to pursue waste and extravagance, and I have not
hesitated to express my views on it in my reports to Parliament and to show
actual cases of non-productive expenditure, because the Public Accounts
Committee, since 1961, has laid down rules under which they have requested
that I do so. I think beyond that it would be unfair for me to go. But I would
like to say this to you, that I do feel that our successive treasury boards have
done the very best job they can to contain this. I think they would be the first
to deplore waste and extravagance wherever they encounter it. That has
certainly been my experience.

The CHAIRMAN: Senator Croll?

Senator CroLL: Mr. Henderson, I think you have answered part of my
question. Every cabinet minister I have known has hated the visit he has had to
make to the Treasury Board, because they really make him sweat it out. It has
just occurred to me with respect to, say, a vote on development where they set
an amount and say: “We will spend approximately $9 million on development.
We may spend it for this, or we may spend it for that. At this stage we have not
made up our minds whether we will do this or that,” it would be a mistake to
disclose that in those early estimates?

Mr. HENDERSON: Yes; I would not suggest that they go beyond the bounds
of normal prudence, but when they are asking for $9 million and putting it
under the one heading of “Development” it seems to me that they could tag a
little more on without necessarily disclosing the precise nature of the develop-
ment.

Senator CroLL: You are really not giving me any more information.

The CHAIRMAN: Perhaps I might ask Mr. Henderson a question. The
committee took an interest in the winter works program, and we had before us
representatives of the new Department of Manpower. The Minister of Man-
power and some of his officials, because of your report, dealt with the winter
works program, and I think the committee might be interested in having
comments from you directed towards the general question of how far the money
that Parliament is voting for winter works is doing the job for which it is
intended, namely, that of assisting in the cost of payroll at the municipal leve}.

In your report at pages 42, 43 and 44, dealing with the municipal winter
works incentive program, you have eight specific numbered comments, and
then you say:

In addition to the questionable practices noted above, our review of
the working paper files of the provincial auditors who carried out a
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detailed audit of claims revealed instances of fraudulent and irregular
practices being disclosed.

When we are dealing with the Estimates in connection with these expendi-
tures, is there any way in which we can assist in seeing that the comments that
you have made are effective in avoiding them in the future?

Mr. HExDERSON: I think that the information you were given last week by
the minister and by the two officials present with him has been a very helpful
step in this direction. In this note we have set down the problems with which
we have been faced. This is not an easy program to check; we only make a test
verification, as I have said, and I think it would be fair to say that as a result of
the close examination that this particular comment has produced, we may see
an improvement by this time next year. There is the important question of
relationships here between the federal officials, provincial officials and munici-
pal officials. I don’t have to assure you that we are scrupulously careful to see to
it that the comments we have made are correct and that once the situations are
discovered and passed along to the responsible officials in the department we
endeavour to keep to an absolute minimum any irritation likely to result in the
liquidation of them.

Senator Bamrp: What would you do if you found some irregularity, for
example, in the accounts from Newfoundland?

Mr. HENDERSON: We place the full facts in the hands of the deputy minister
and his officers and they take it from there. We must defer to their judgment.
They are the ones who have the administrative responsibility of dealing with
the provincial people. It may well be that in their judgment they can only go so
far in pursuing the matter. I can say that our experience with the departmental
officials in this connection has been good.

Senator GROSART: Mr. Henderson, if you find irregularities, do you immedi-
ately bring them to the attention of the department?

—Mr. HENDERSON: Yes, we are on to them the next day. In connection with
the winter works program my director, Mr. Gilhooly, is here. He is in charge of
this and he is addressing detailed reports to the departments regularly as a
result of our various examinations.

Senator GROSART: So that in the course of any year there might be many
corrective actions that never appear in your report?

Mr. HENDERSON: That is correct. This is our assessment for the year. Having
set down our experience it was with the full knowledge of the departmental

officials that we decided something had to be done about it. I am hoping this
may help them in their administrative work.

Senator GROSART: It seems to me it would be very reassuring to the public

if your annual report contained some indication of that and the size of the
corrective action in the course of the year and what it has brought about.

Mr. HENDERSON: We are doing that at the moment in a number of other
programs. We are putting in a note to show this. This is the first time we have
said anything about municipal winter works. You will find other notes where
we recorded such items and as we go along we keep a batting average so that
we may be quite fair.

The CHAIRMAN: Senator Croll.

Senator CroLL: Mr. Henderson, on page 43, No. 1, when did that come to
your attention? Do you have people in the field?

Mr. HENDERSON: Perhaps you would like to hear Mr. Gilhooly say a word
on this since he is the director in charge of it.
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Mr. C. F. Gilhooly, Audit Director, Office of the Auditor General: We
actually review these claims at the provincial level and in some instances at the
municipal level. In some of these examinations we do turn up examples where
regular or permanent employees of the municipality are included in a claim
under the winter works program.

Senator CRoLL: There are thousands of these programs across the country.
How many do you check or spot check?

Mr. GiLHOOLY: We examine each province each year, but in that examina-
tion we can only take one or two municipalities to make a detailed examination.
It is a very limited test. It should be realized that the basic responsibility as to
the accuracy of these claims lies with the provincial officials—the provincial
department and the provincial auditors.

Senator CroLL: They would not be interested in the same thing that you
are.

Mr. GiLHOOLY: To the extent that they participate in the sharing of the cost
of the labour they are interested.

Senator CROLL: As a result of these various things like No. 1 that you
brought to our attention, have you ever seen a charge-back by the province?

Mr. GiLHOOLY: Yes.

Senator CrRoLL: The province would charge a municipality as a result of
your findings?

Mr. GiLHOOLY: Yes.
Senator CroLL: That is all on your plus side.

Mr. GiLHOOLY: You must remember that these are general rather than
specific observations. The specific observations on projects, in connection with
which we have found erroneous charges, are contained in our letters to the
department, and settlements have been negotiated with the province who in
turn arranged a settlement with the municipality.

Senator GROSART: Dr. Davidson told us there was to be a major shift in the
responsibility for relating expenditure to votes from Treasury to the various
departments.

Mr. HENDERSON: That would refer I think to the proposed new project
budgeting. Nothing has been introduced on that yet pending taking the first six
departments or so to the Public Accounts Committee for their approval as to the
principle. If that is given, over the next several years it is hoped to move all of
the departments on to this new basis. The essence of project budgeting is that it
connotes responsibility accounting. You should be able to pin on the people
making the decision the responsibility for clearing up the result more effectively
than you can do now.

Senator GROSART: And for getting results.

Mr. HENDERSON: Yes. Of course nothing along these lines has been intro-
duced yet. The Estimates are still in the same form here as they have always
been, with variations like the vote pattern mentioned earlier. You as a
committee will, I am sure, be very interested in going into the project
budgeting concept in depth, and I would strongly recommend you to do so and
perhaps take the first six departments where this is to be introduced. This is
something upon which I expect to be called upon to express my views when it
comes to committee. I would hope that you would look at this and see if you
feel if it will provide you with better information and will assist you in your
examination of the spending proposals.

The CHAIRMAN: This will not appear in the 1966-67 spending estimates?
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Mr. HEnpERSON: They are not in any Blue Book yet, and will not be there I
imagine before 1967-68. It is a major overhaul; it is quite a new trend which is
developing. You may be interested to know that United Nations and its
specialized agencies are now discussing changing their budgeting processes over
to the project or program basis. Therefore those of us in my profession are very
interested in this approach. It is not exactly new, but it will be an important
change for us.

Senator GROSART: Is it necessary to wait for the introduction of project
budgeting to initiate this responsibility shift?

Mr. HENDERSON: In the opinion of its authors it is, senator.
The CHAIRMAN: Any other questions?

Senator PourioT: I would like to ask you, Mr. Henderson, if it is not
common sense, that is the fundamental basis of accounting?

Mr. HENDERSON: Yes, completely. I could not agree with you more, Senator
Pouliot. I like to hear that.

The CHAIRMAN: Are there any more questions?

Senator SMITH (Queens-Shelburne): I have one question before we get
through, Mr. Chairman. It has to do with the method the Auditor General and
his officials use when examining into expenditures. Do you frequently have to
examine the old Hansards of the House of Commons and, in particular, the
words of a minister when he is introducing an act for the first time, in order to
ascertain what the intent of that particular legislation is?

Mr. HENDERSON: Yes, we do. We have them all. They are, indeed, very
important to us, and all subsequent references. May I also add that the
comments of the Senate throw a very useful light on a great deal of this for us.

Senator SMITH (Queens-Shelburne): Ever since I have been around, like
Senator Croll, I have heard opposition parties say to a minister who would
make a statement, “That, of course, is the intention of the act,” and protest that
as an assurance that would be the exact way the act was carried out, “Why
don’t you then write it in the act?” I do not know how much weight you give to
statements made by ministers in view of that attitude often expressed in
Parliament.

Mr. HENDERSON: We give the fullest possible attention to determining what
was the intent of Parliament, what is the legislation supposed to do. It is only
on that basis that we can bring the best judgment to bear on the expenditures
that are made under a program.

Senator SMITH (Queens-Shelburne): I am interested in this particularly
because there is one criticism which you made in your report of which I have
some knowledge. It raised another question in my mind. This had to do with
paragraph 137 on page 87, headed, “Subsidy for the construction of a floating
fish processing plant, . ..”

Mr. HENDERSON: Yes.

Senator SMITH (Queens-Shelburne): My question is this, if you single that
one out and use as your reasons for criticizing that kind of expenditure the fact
the Minister of Transport in 1961 made a certain statement, ‘“that the basic
intent of the new policy was to make it possible”—and this is your state-
ment—“for Canadian ship operators to obtain new vessels from Canadian
shipyards at reasonable and competitive prices instead of being forced to have
them built abroad because of lower construction costs that prevail in other
countries”—I am curious, perhaps more than anything else, as to why did you
pick out this little fish processing plant that would involve the employment of
actually hundreds of men in the future and yet not pick out, on the same basis,
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the subsidy being paid over the years for ferries in the Province of British
Columbia.

Mr. HENDERSON: Each case, senator, must stand on its own feet. The reason
why the floating fish processing plant case was picked out is, I think you will
agree, quite clear from the text of my note. I know comparisons are invidious,
but we do not aim to have all cases precisely in our reports each year. We do
have a good deal about ferries in this particular report, as a matter of fact but
not British Columbia ones.

Senator SMITH (Queens-Shelburne): But that is another field with regard
to the other ferry. It strikes me, because I have made inquiries and found the
position exactly as you stated it, the purpose was perhaps really, in the first
instance, to make it possible for Canadian ships to be built in this country
competitively. As I understand it, in British Columbia the situation was such
that it was not perhaps even possible to have those ferries built in any other
country, in any case; they would likely have to be built in British Columbia, in
any case. If they built them down the coast in the United States the cost would
have been higher. This has bothered me some, because this is a big expenditure
and the Government, as you perhaps know by now, as soon as they found they
were faced with the fact they had to, under the reading of the legislation in
connection with the fish processing plant and the reading of the law itself, as
soon as they could, get rid of this one, they make sure there are no more, and
they knew the problem long before your staff got into that thing. At the same
time they prevented a stocking plant being established on the lakes. They
changed the regulations to prevent both the building of fish processing plants by
the use of the ship-building subsidy and also ceased paying subsidies for ferries
of the nature I described out in British Columbia. The situation was the same in
both these cases, and this one involved, I do not know how many millions of
dollars.

Mr. HENDERSON: I am familiar with it, and I am grateful to you for your
explanation.

Senator KINLEY: Mr. Chairman, wasn’t this project financed by the loan
board of the Province of Nova Scotia?

Senator SMITH (Queens-Shelburne): What is the question?

Senator KINLEY: The question is: Wasn’t this project financed by the loan
board of the Province of Nova Scotia?

Senator SMITH (Queens-Shelburne): They went to any sources they could.

Senator KiNLEY: Well, you know.

Senator SMITH (Queens-Shelburne): The banks and I do not know whgt
else. That point is not at issue here.

Senator KINLEY: No, but the point is, as far as the legality of it was
concerned, the Province of Nova Scotia must have thought it was all right.

Senator SMITH (Queens-Shelburne): The Auditor General did not question
the legality of it, but whether it conformed to the original intent of the minister
back in 1961, and it probably did not.

Senator KINLEY: Whether it was a seagoing ship or not.

Senator SmiTH (Queens-Shelburne): It was, in the opinion of the civil
servants.

The CHAIRMAN: Whether it was a stationary ship or a fish plant.

Senator KINLEY: You would know that.

Senator SMITH (Queens-Shelburne): It was a ship under the act, and that
is why the civil servants at all levels approved that project. I do not quarrel
one bit with the mention in the report of this, because I know how difficult it
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was to pull it off, but my only suggestion is that I wish at the same time you
had pointed out this other one.

The CHAIRMAN: To make sure there is no distinction between provinces.

Senator KINLEY: Have they stopped that sort of thing?

~ Mr. HENDERSON: I think this is the lone example that has come along thus
far.

Senator SMiTH (Queens-Shelburne): The Order in Council has been
changed completely to exclude this kind of thing.

Senator KINLEY: There may be more. You want to be careful.

_ Mr. HENDERSON: Well, we will come back next year, if there are.

Senator KiNrLEY: I think the Auditor General said there must be an
estimate before spending. I suppose that is an approved estimate?

Mr. HENDERSON: Yes,—

Senator KINLEY: An estimate passed by Parliament for spending?

Mr. HENDERSON: Yes, that is the vote that Parliament passes.

Senator KINLEY: And you cannot spend before that?

Mr. HENDERSON: No.

Senator KINLEY: Don’t you think the Crown companies throw that out of
gear?

Mr. HENDERSON: This year, of course, that is the case, but I think if you are
going to approve the spending, the approval does not mean much if you do not
give it before the money is spent. I can only say, as I think we observed earlier,
it is unfortunate that has not been the case this year and we are doing it the
other way around, but that is due to a variety of reasons I do not have to go
into and with which I think everybody is fully familiar.

However, the present discussions now launched with respect to the 1966-67
estimates before these committees are laudable. If this functions properly you
will have the whole thing working, I would hope, in its orderly sequence.

Senator KiNLEY: Have you anything to do with statutory expenditures?

Mr. HENDERSON: Yes.

Senator KINLEY: You audit them too?

Mr. HENDERSON: Yes.

Senator KINLEY: Regarding the crown companies, I suppose you are not
worried much with those that make a profit, but with the ones that do not make
a profit?

Mr. HENDERSON: I am equally concerned with those that make a profit as

with those that run a deficit, because in both cases, they deal with public
money.

Senator KiNLEY: But they do not have to get an estimate approved before
they spend the money?

Mr. HENDERSON: They have to get their capital budgets approved, even the
wealthy ones, even the ones which make money. But the ones which run a
deficit have also, by and large, to estimate their deficit, what it is they are going
to need, and take that to Treasury Board; but they all, I think without
exception, have to have their capital budgets approved.

Senator KINLEY: Do Treasury Board have that authority?

Mr. HENDERSON: Yes, and usually the act requires that that budget be laid
before Parliament by some particular date, depending on the legislation, I am
the auditor of, not all but most of the crown companies.

Senator KINLEY: They all have auditing systems of their own, I suppose.
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Mr. HENDERSON: They operate on commercial lines and we function as
private auditors do.

Senator SmiTH (Queens-Shelburne): Would you put on the record at this
point those crown corporations you do not audit?

Mr. HENDERSON: Yes. Air Canada, the Bank of Canada, Canadian National
Railways, Canadian National Railways Security Trust, Canadian Wheat Board,
Central Mortgage and Housing Corporation, and the Industrial Development
Bank.

I should mention in this connectlon that in its eighth report, 1964, the
Public Accounts Committee recommended that the Auditor General be appoint-
ed the auditor or joint auditor of these corporations or instrumentalities. When
the committee meets it will be inquiring as to what progress has been made
toward implementing that recommendation.

Senator KINLEY: Does the Industrial Bank of Canada make a profit?

Mr. HENDERSON: The Bank of Canada?

Senator KINLEY: No, the Industrial Bank.

Senator SMITH (Queens-Shelburne): Yes, we have information on that.

Mr. HENDERSON: I believe it does make a profit, but I am only speaking
from memory. I have seen their accounts. I do not think it is a very large one.

Senator KINLEY: It was not expected to be large in the original legislation.
Mr. HENDERSON: I think, that is right.
Senator KINLEY: It is supposed to be a service, even at a loss.

Mr. HENDERSON: Yes. I am sorry I do not have their accounts to hand, but
my recollection is it is a profit, but not a large one—but I may be wrong on that.

Senator GROSART: Are you at the moment supplied with sufficient funds and
staff to do your job?

Mr. HENDERSON: I am supplied with sufficient funds and sufficient establish-
ment, but under the present arrangements I have I am unable to fill it and I am
at the present time approximately 22 to 23 people short.

The CHAIRMAN: You cannot get the competent help you want to have?

Mr. HENDERSON: Conditions are much better than they were, and this is due
to a combination of circumstances—a smoother relationship over the past couple
of years on the recruitment side with the Civil Service Commission, and I also
have had my office recognized for the first time by the Institute of Chartered
Accountants of Quebec as an approved training ground for students. The
Council of the Institute of Chartered Accountants for Ontario has agreed too,
but before this is effective the membership have to change a by-law to permit
me to have the same right in Ontario.

This gives me the right to hire articled students and have them work for
their degree in the service of my office, and it puts me on a parity with the big
national accounting firms in the staff market so far as juniors are concerned. I
am very appreciative of the support I have received from the profession along
these lines. So, by dint of perseverance, and what have you, we are trying to do
our best to bring our staff up to the level that was approved in 1964, which is
220. I have an establishment of 220, and I think I have 198 on strength at the
moment.

Senator GROSART: Is recruitment through the Civil Service Commission
satisfactory?

Mr. HENDERSON: Reasonably so at the present time, Senator Grosart. I have
some reservations about that, as perhaps you know, but the most important

thing, I think, is that we must give top priority at all times to the auditing
work. I would like to see a better recruitment arrangement. There is a
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recommendation before the Public Accounts Committee to change it, and
personally I think it should be done, but I am awaiting discussions on it.

The CHAIRMAN: Are there any other questions? I would like the Steering
Committee to stay for a few minutes after we adjourn. If there are no other
questions then I will thank Mr. Henderson on your behalf for being with us
today, and for the very informative evidence and the great help he always
gives. I thank also Mr. Gilhooly and Mr. Cross.

If there is nothing further before the committee I will entertain a motion to
adjourn. The next meeting will probably be held on Thursday next, but is it
agreed that that be left to the call of the Chair?

Hon. SENATORS: Agreed.
The committee adjourned.



102 STANDING COMMITTEE

APPENDIX “D”

LIST OF LARGER URBAN AREAS PARTICIPATING IN THE
MUNICIPAL WINTER WORKS INCENTIVE PROGRAM

1965-1966

No. of Estimated 'Estimated
Projects Number of man-days Fed. Govt. Share
Accepted Work to be provided of Payroll Cost

$
Corner Brook, Nfld. 9 905 10,830
St. John’s, Nfid. 18 21,054 3 180,174
Charlottetown, P.E.I 2 15,475 96,420
Summerside, P.E.I. 10 13,710 99,720
Halifax, N.S. 12 14,624 69,153
Kentville, N.S. 3 1,960 12,960
Fredericton, N.B. 9 2,506 13,182
Moncton, N.B. 9 16,859 188,184
Montreal, P.Q. 97 109,361 1,246,441
Sherbrooke, P.Q. 9 'y 11,246 113,687
Quebec, P.Q. 52 62,715 676,550
Toronto, Ont. (City & Metro) 42 222,262 2,637,912
Hamilton, Ont. 7 56,261 562,583
London, Ont. 25 65,598 778,751
Winnipeg, Man. (City & Metro) 23 55,509 496,119
Brandon, Man. 16 10,791 135,985
Regina, Sask. 12 19,194 169,790
Saskatoon, Sask. 31 57,279 655,508
Edmonton, Alta. 21 117,537 1,118,625
Calgary, Alta. 59 58,269 1,106,970
Vancouver, B.C. 37 76,190 902,400
Burnaby, B.C. 12 50,181 590,182

Special Services Branch,
Department of Labour,
February 25, 1965.
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THE STANDING COMMITTEE
O o
FINANCE
The Honourable T. D’Arcy Leonard, Chairman
The Honourable H. de M. Molson, Deputy Chairman

g The Honourable Senators:
Aird e ; Leonard e
Aseltine Macdonald (Brantford)
Baird McCutcheon
Beaubien (Bedford) - McKeen
Beaubien (Provencher) Méthot
Belisle Molson
Burchill .. O’Leary (Antzgomsh-Guysbbrough)
Choquette ‘Paterson ‘
Connolly (Halzfax-North) Pearson . LABTY 1 9
Crerar Phillips
Croll Pouliot
Denis Power.
Deschatelets Quart
Dupuis Rattenbury
Farris Reid
Flynn ‘Roebuck
Gélinas Savoie .
Gershaw Smith (Queens-Shelburne)
Grosart - Taylor
Haig Thorvaldson
Hayden Vaillancourt
Hays Vien .
Hnatyshyn Welch
Isnor Woodrow
Kinley Yuzyk (50)

Ex Oﬁ‘iczo members: Brooks and Connolly (Ottawa West).




ORDER OF REFERENCE

Extract from the Minutes of the Proceedings of the Senate, Wednesday,
January 26, 1966:

“The Honourable Senator Bouffard moved, seconded by the Honourable
Senator Hayden—

That the Standing Committee on Finance be authorized to examine and
report upon the expenditures set out in the Estimates laid before Parliament for
the fiscal year ending 31st March, 1966;

That the said Committee be empowered to send for persons, papers and
records and to sit during sittings and adjournments of the Senate;

That the evidence received and taken at the preceding session be referred
to the Committee; and

That the quorum of said Committee be reduced to seven members.

After debate, and—
The question being put on the motion, it was—
Resolved in the affirmative.”

J. F. MacNEILL,
Clerk of the Senate.
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MINUTES OF PROCEEDINGS

THURSDAY, March 10th, 1966.

Pursuant to adjournment and notice the Standing Committee on Finance
met this day at 10.30 a.m.

Present: The Honourable Senators Leonard (Chairman), Aird, Aseltine,
Burchill, Croll, Dupuis, Flynn, Gershaw, Haig, Hayden, Hnatyshyn, Isnor,
Kinley, McCutcheon, Pearson, Phillips, Pouliot, Quart, Rattenbury, Savoie,
Smith (Queens-Shelburne), Taylor and Welch.—(23).

After discussion the Committee agreed that the Estimates for the fiscal
year ending March 31st, 1967 be referred to the Committee for consideration
and study during the current Session.

The Steering Committee submitted a draft Report to the Committee which
on Motion of the Honourable Senator McCutcheon was adopted, and is printed
as part of the proceedings of this day.

At 10.25 a.m. the Committee adjourned to the call of the Chairman.

Attest.

Frank A. Jackson,
Clerk of the Committee.
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REPORT OF THE COMMITTEE [

THURSDAY, March 10th, 1966.

The Standing Committee on Finance to which was referred the Estimates
for the fiscal year ending March 31st, 1966, has in obedience to the order of
reference of January 26th, 1966, examined the said Estimates and now reports
as follows:

1. On May 13th, 1965, your Committee was authorized by an order of
reference adopted by the Senate to examine and report upon the expenditures
proposed by the Estimates for the fiscal year ending March 31st, 1966. Your
Committee held a number of meetings prior to the adjournment of the Senate
on June 30th, 1965, but it was not able to conclude its consideration because of
the dissolution of the 26th Parliament. Subsequently upon the convening of the
27th Parliament, the Senate on January 26th, 1966, by a further order of
reference authorized the Committee to examine the said Estimates and directed
that the evidence taken at the previous Session be referred to the Committee.

2. Your Committee has heard evidence with respect to the said Estimates
from the Secretary of the Treasury Board, the Auditor General, the Minister of
Citizenship and Immigration and senior officials from the Department of
Northern Affairs and National Resources, the Department of External Affairs,
the External Aid Office, the Department of Citizenship and Immigration and
the Department of Labour.

3. Your Committee continued its consideration of the recommendations
made by the “Royal Commission on Government Organization”, in what is
commonly called the Glassco Report, to which special attention was given in the
Report of the Finance Committee dated November 25th, 1964. It is evident that
progress is being made in the implementation of those recommendations, but
much remains to be done. Perhaps the most significant recommendation in the
Glassco Report was that departments and agencies be given the necessary
financial authority and be held accountable for the effective management of the
financial resources placed at their disposal. Essentially, this involves the delega-
tion of a substantial amount of the central authority now vested in central
agencies such as the Treasury Board and the Comptroller of the Treasury, to
the operating departments under suitable and adequate financial control mech-
anisms. In seven departments of government, surveys are being conducted to
examine the feasibility of implementing the Glassco Commission recommenda-
tions. To the extent that they are implemented, they will involve changes in the
form and control of the Estimates presented to Parliament. It is too early as yet
to know what form these changes will take but this is a development that
should command the continued close attention of your Committee.

4. Your Committee has not attempted to make any detailed study of the
Estimates, department by department. It has considered the Estimates as a
whole, their total amount, their form and content and the method of presenta-
tion of expenditures. Also by questioning the officials that appeared before us,
much useful information as to individual items of expenses was obtained and
has been recorded in the printed proceedings of the meetings. However, your
Committtee did give special attention to certain expenditures which appeared to
members of the Committee to call for a closer examination. These related to
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such matters as the operations of our National Parks, the contributions of
Canada to the United Nations and its operations, the participation of Canada in
assisting developing countries, and winter works programs designed to reduce
unemployment in Canada during the winter months.

5. Evidence with respect to the Municipal winter works deserves special
mention. This program is having its greatest effect in the Province of Quebec,
due to the fact that the government of that province supplements the federal
grant by an additional 40 per cent of payroll cost, so that a municipality in that
province receives from 90 per cent to 100 per cent of the total payroll cost of an
approved winter works project. On the other hand, provinces in the Atlantic
area, which are known to have relatively high winter unemployment, receive
comparatively little benefit from the federal winter works municipal program,
presumably because it is not sufficiently assisted by the provinces and
municipalities in the area. Your Committee therefore calls attention to this
anomaly and suggests that the federal program might well be reconsidered, not
with a view to changing its effectiveness in Quebec or other provinces where it
is achieving its purpose, but rather to adapt it to assist unemployment in those
provinces where it is not now making any substantial contribution to the relief
of winter unemployment.

With respect to the winter house building employment program, the
evidence adduced to us was to the effect that the federal contribution of $500 to
assist in the construction of houses in the winter time was accomplishing its

purpose of spreading house building employment throughout the whole calen-
dar year.

6. The overall expenditures of the fiscal year ending March 31st, 1966,
included in the Main and Supplementary Estimates totalled $7,825,903,333. This
figure does not include Loans and Investments; nor does it include payments
out of the Old Age Security Fund. The disbursements of that Fund during the
current fiscal year are estimated to be $905,000,000 and the receipts by the Fund
from the special sales and income taxes are well in excess of that amount. The
figure of $7,825,903,333 is an increase over the previous fiscal year of $607,628,-
781. In percentage, the increase over the 1964-65 expenses was 8.4 per cent. It is
inevitable that a country’s government expenditures will grow as its population
and its wealth grow, but it is very important to measure the percentage of a
country’s production that is taken by governments as their share. In your
Committee’s report of November 25th, 1964, dealing with the 1964-65 Estimates,
a comparison was made between the growth in federal expenditures and the
increase in the Gross National Product of Canada. For that year, the expenses
increased by a little more than 3 per cent over the preceding year, but the
country’s gross national production advanced by approximately 8 per cent. In
the period now under review, the increase of federal government expenditures
is 8.4 per cent over the preceding year while the gross national production in
1965 is estimated to be about 9 per cent above that of 1964. The deduction to be
drawn is that the federal government’s proportionate share of the country’s
total production is not increasing, and in this last year remained at about the
same percentage as in the preceding year, namely 15.3 per cent. Historically,
this is not a high percentage. In the Committee’s last report there was also
appended a table showing the Budgetary Expenditures since 1955 and their
percentage increases from year to year, and this is brought up to date by a table
attached to this Report.

7. In the Report in 1964 it was mentioned that in the United Kingdom 26 days
before August 5th of each Session are given for the consideration of the Annual
Estimates on Supply, thereby limiting the debate and setting a deadline for the
final passing of supply. In Canada, supply for the current fiscal year did not
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receive final approval until the twelfth month. This is due to a completely
unsatisfactory and archaic procedure and your Committee notes with approval
that new rules in the House of Commons provide that the Estimates for 1966-67
will be referred to a large number of Committees to enable the examination of
them to be done more expeditiously.

8. In view of the constitutional responsibility of the Senate to participate in
the enactment of the various appropriation acts authorizing government expen-
ditures, your Committee is of the opinion that the annual Estimates should
continue to be referred to the Finance Committee for examination. Limitations
of time and professional personnel do not permit such an examination to deal
with the Estimates in detail, department by department, but the Committee can
continue to give the kind of scrutiny set out in this and its preceding Reports.

9. Your Committee has not in recent years examined the financial affairs
of Crown companies or emanations of the Crown such as the Canada Council
but is prepared to do so should the Senate see fit to grant the nessary
authority.

10. Your Committee desires to thank the witnesses who have appeared
before it for their courtesy and co-operation.

All which is respectfully submitted.

T. DPARCY LEONARD,
Chairman.

Table of Percentage Increases of Federal Government Expenditures
Over Preceding Year, Covering Period 1955-1966
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ORDER OF REFERENCE

Extract from the Minutes of the Proceedings of the Senate, Thursday,
March 24, 1966.
“With leave of the Senate,

The Honourable Senator Leonard, moved, seconded by the Honourable
Senator Farris:

That the Standing Committee on Finance be authorized to examine and
report upon the expenditures set out in Supplementary Estimates (E) laid
before Parliament for the fiscal year ending 31st March, 1966;

That the said Committee be empowered to send for persons, papers and
records, and to sit during sittings and adjournments of the Senate.

After debate, and—
The question being put on the motion, it was—
Resolved in the affirmative.”

J. F. MacNEILL,
Clerk of the Senate.
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MINUTES OF PROCEEDINGS
WEDNESDAY, March 30, 1966.

Pursuant to adjournment and notice the Standing Committee on Finance
met this day at 10.00 a.m.

Present: The Honourable Senators Leonard (Chairman), Baird, Brooks,
Burchill, Connolly (Ottawa West), Flynn, Gelinas, Grosart, Haig, Hnatyshyn,
Isnor, Kinley, Mackenzie, O’Leary (Antigonish-Guysborough), Pearson, Phil-
lips, Pouliot, Rattenbury, Roebuck, Smith (Queens-Shelburne), Thorvaldson,
Vaillancourt and Welch.—(23)

On motion of the Honourable Senator Haig it was Resolved to report
recommending that authority be granted for the printing of 800 copies in
English and 300 copies in French of the proceedings of the Committee on
Supplementary Estimates (E).

Supplementary Estimates (E) for the fiscal year ending 31st March, 1966,
were read and examined.

The following witness was heard:
Treasury Board: Dr. Geo. F. Davidson, Secretary.

On Motion of the Honourable Senator Burchill it was Resolved to report
that the Committee was satisfied with the explanations given to the Committee
by the witness.

At 12 noon the committee adjourned to the call of the chairman.
Attest.

Frank A. Jackson,
Clerk of the Committee.
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REPORT OF THE COMMITTEE
WEDNESDAY, March 30, 1966.

The Standing Committee on Finance to which was referred the Supple-
mentary Estimates (E) laid before Parliament for the fiscal year ending March
31st, 1966, has in obedience to the order of reference of March 24th, 1966,
examined the said Supplementary Estimates (E) and now reports as follows:

1. Pursuant to the said order of reference your Committee proceeded to
examine the expenditures set out in the above-mentioned Supplementary
Estimates (E) and called as witness, Dr. George F. Davidson, Secretary of the
Treasury Board.

2. The expenditures contained in the said Supplementary Estimates (E)
amounted to $173,701,576. These are the final estimates for the fiscal year
ending March 31, 1966, and they bring the total of expenditures for one year as
set out in the Main and all Supplementary Estimates to the total sum of
$7,999,605,015. This figure does not include Loans, Investments and advances
which amounted to $96,605,791 in Supplementary Estimates (E), bringing the
total of such Loans, Investments and advances for the whole fiscal year to
$425,040,892.

3. The expenditures of $7,999,605,015 are an increase over the previous year
of $781,605,015 and by percentage they are 10.8 per cent more than the total for
the year 1964-65. This compares with the estimated increase in the gross
national production of approximately 8 per cent. These figures bring up to date
and replace the comparable statistics in the Report which your Committee
submitted to the Senate on March 10, 1966, and an amended table is attached to
this report showing the Expenditures since 1955 and the percentage increases
from year to year.

4. In his evidence before the Committee, the Secretary of the Treasury
Board explained the various items of expenditures and answered all questions
of the members of the Committee to their satisfaction.

All of which is respectfully submitted.
T. DDARCY LEONARD,

Chairman.
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Table of Percentage Increases of Federal
Government Expenditures Over
Preceding Year, Covering
Period 1955-1966.

Fiscal Year Budgetary Increase

_ ending Expenditures between

~ March 31 (in millions) years
1955 4,275 ' wuztwd I
1956 4,433 ‘ qxs gy _
1957 ' 4,849 - A———
1958 5,087 . R
1959 5,364 ; DASAXS R
1960 ‘ 5,703 : 8%
1961 5,958 : 49
1962 6,521 9%
1963 ) 6,571 : 1%
1964 6,892 59
1965 7,218 59
1966 ' 7,999 (est.) 10.8%
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THE SENATE
STANDING COMMITTEE ON FINANCE
EVIDENCE

OrTawA, Wednesday, March 30, 1966.

The Standing Committee on Finance, to which was referred the Estimates
laid before Parliament for the fiscal year ending 31st March, 1966, met this day
at 10 a.m.

Senator T. D’Arcy Leonard in the Chair.

The CHAIRMAN: Honourable senators, we have a quorum; may we come to
order.

The committee agreed that a verbatim report be made of the
committee’s proceedings on the bill.

The committee agreed to report recommending authority be granted
for the printing of 800 copies in English and 300 copies in French of the
committee’s proceedings on the Supplementary Estimates (E).

The CHAIRMAN: Our order of reference today is to examine into the
expenditures set out in Supplementary Estimates (E) for the year ending
March 31, 1966. I think copies of those Estimates are before you, and I think I
probably should apologize to the committee because when we dealt with the
main Estimates and the other supplementary Estimates I was under the
impression that that would finish the Estimates for the year ending March 31,
1966. However, after the report was prepared and presented to the Senate,
Supplementary Estimates (E) were filed and consequently, following upon the
debate in the Senate on the other report, the Supplementary Estimates (E)
were referred to the committee for consideration.

Dr. George F. Davidson is with us today, as he deals with the Estimates in
general, and without further ado I think I might ask Dr. Davidson to proceed to
explain to us the amounts and the important or pertinent figures in Supple-
mentary Estimates (E). Is that satisfactory?

Some Hon. SENATORS: Agreed.

Dr. George F. Davidson, Secretary of the Treasury Board: Thank you, Mr.
Chairman, ladies and gentlemen.

As the chairman has indicated, these are the final supplementary Estimates
for the fiscal year 1965-66. I think honourable senators have before them the
printed copy as it was presented, and discussion on this completed yesterday at
7.15 p.m. in the House of Commons.

The summary table on the front sheet indicates the amounts involved,
department by department, as well as the total amount involved for these
supplementary Estimates; perhaps I could just direct your attention to that for
a moment.

You will notice at the bottom of the table on page 1 the figures showing
that up until this point in time the main Estimates and the Supplementary
Estimates (A), (B), (C) and (D) for the fiscal year 1965-66, as already
approved, amount to $7,825,900,000. The amount that is requested in this final
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supplementary—that is to say, Supplementary Estimates (E) which are now
before you—is $173.7 million, which will bring the total authorized appropria-
tions for the year, as and when they are approved, to just under $8 billion.

In addition to that, there is the further item of Loans, Investments and
Advances. The previous main Estimates and the four previous Supplementary
Estimates have authorized Loans, Investments and Advances totalling $3283%
million; the further request in these Supplementary Estimates for $963 million
by way of Loans, Investments and Advances results in a total of $425 million.
These are, of course, extra-budgetary.

Senator BRooKs: Then there is the $1 billion for Old Age Security.

Dr. Davipson: That too is extra-budgetary. I am glad you mentioned that,
Senator Brooks. Neither the revenue paid into the Old Age Security fund nor
that paid out from the Old Age Security fund form part of the Estimates as
they are presented to Parliament, because they are set out in an extra-budget-
ary account.

Senator BROOKS: Is part of the money collected from Canadian taxes?

Dr. Davipson: Oh, yes.
Senator GROSART: Is that necessary, Dr. Davidson? Is it necessary that these
be regarded as extra-budgetary from an accounting point of view?

Dr. DavipsoN: This was a decision of Parliament.
Senator GROSART: Yes, but I still question the decision.

Dr. DavipsoN: Yes. Well, Senator Grosart, it is your privilege to question
that, but it is not mine.

Senator THORVALDSON: I do not think this is asking questions with respect to
policy. Can you give me the main reasons, for my own information, why
Parliament chose to make this an extra-budgetary matter?

Dr. DavipsoN: The Old Age Security?
Senator THORVALDSON: Yes, the Old Age Security.

Dr. DavipsoN: I had a fair amount to do in 1951 and 1952 with the
development of the plan which led to the enactment of the universal Old Age
Security Plan, and I think it was the desire of Parliament, supported by all
parties at that time, to avoid creating the impression that the Old Age Security
payments were simply a payout from the national treasury, or out of the
revenues that accrued from taxation generally. I think it was the feeling of the
members of Parliament at that time that there was something of psychological,
if not of other importance, that justified and dictated, indeed, the establishment
of a special old age security fund into which were to be paid the special
contributions that were being earmarked for old age security purposes, and out
of which would be paid the amounts that were authorized by way of Old Age
Security payments.

It was an overly simplified approach to the concept of a payment that is
derived from contributions, and that bears some relationship to the total
amount of those contributions. The underlying assumption, I think, was that
there would be maintained a rough balance between the special contributions
which were being levied to provide the revenues for the fund and the amounts
that were paid out of the fund. This is unlike the more orthodox insurance
program which relates actuarially, or endeavours to relate actuarially, the
individual payments that the individual person makes to the value of the
payout that he receives. '

The Old Age Security Fund was not intended to do that. It was intended
rather to maintain an approximate balance between the current volume of
contributions and the current volume of payout. I think this is the reason why it
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was felt that Old Age Security revenues and expenditures should be segregat-
ed from the mainstream of the Government’s accounts, in exactly the same way
as the unemployment insurance revenues are segregated into a special fund.

Senator THORVALDSON: I think it is very useful to have a clear and concise
statement like this on the record. Thank you very much.

Senator KINLEY: Mr. Chairman, may I ask a question? I am referring to
Fisheries, to the payments, subject to such terms and conditions as the
Governor in Council prescribes—

The CHAIRMAN: May I interrupt you for one minute, Senator Kinley. I
think it would be better if Dr. Davidson made his general statement now. You
will be first with your question when he has finished.

Senator KINLEY: Yes. I thought he had finished.

Dr. DavipsoN: Mr. Chairman, I will give you an early opportunity to get
back to the individual questions, but I might just summarize what is the nature
of the requirement for $174 million additional by giving you six main headings
which represent the principal extra financial requirements at this time.

First of all, under the heading of Agricultural Prices Support we have a
requirement of something of the order of $42 million. Secondly, under the
heading of Municipal Development and Loan Board we have an additional
requirement of something of the order of $12 million. Then we have a number
of usual year-end provisions for refunding to the Central Mortgage and Housing
Corporation certain amounts of money in accordance with the pattern that has
been established over the years, reimbursing it for certain payments it has
made within the normal framework of its legislation in order to carry out
certain responsibilities that Parliament from time to time has asked it to carry
out as an eventual charge upon the Consolidated Revenue Fund. These pay-
ments to the Central Mortgage and Housing Corporation, which I shall come to
later, total, in all some $20 million.

There is an item representing the deficict of the Canadian National Railways
which amounts to $35 million, and an item covering a special rail subsidy
arising out of the 1964 wage settlement, amounting to $25 million.

These five headings, Agricultural Prices Support, Municipal Development
and Loan Board, Central Mortgage and Housing Corporation, the C.N.R. deficit
and other railway payments account for $134 million of the total of $174
million. Other miscellaneous amounts requested by various departments for
various purposes amount to something of the order of $40 million, making up
the total of $174 million.

It might be useful if I were to run through, very briefly, the essential
reasons for these main expenditure headings, and then throw the meeting open
to questions, if there are any, that honourable senators wish to ask on any of
these matters.

The CHAIRMAN: Yes.

Dr. Davipson: First of all, the item in respect of Agricultural Prices
Support, amounting to something of the order of $40.7 million, forms part of the
first vote item on page 3. This is an item which always appears at the end of the
year, and it represents the reimbursement to the Agricultural Commodity
Stabilization Account to cover the net operating loss of the Agricultural
Stabilization Board under a wide variety of programs as at the end of the year.

Honourable senators have on previous occasions asked very pertinent
questions as to why supplementaries always come up through the year and at
the end of the year. It is asked: Why cannot these things be forecast; why could
?his not be put in the main Estimates at the beginning of the year? I think that
18 a very good question, and the answer is that almost certainly we could
predict at the beginning of a fiscal year, knowing the history of Agricultural
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Commodities Stabilization, that there would be a payout, let us say, of at least
$30 million, $35 million or $40 million. We could pick a safe figure that
represents on a conservative basis the probable minimum payout for the year,
and put that in the main Estimates. But, we would still have to come back to
Parliament at the end of a year for the marginal amount that would represent
the difference between what the actual payout was and what we guessed it
might be at the beginning of the year.

Rightly or wrongly, the decision has been taken that with respect to this
particular and relatively large item, instead of making an estimate at the
beginning of the year—which would be a rather hazardous estimate in this
particular connection because there are so many factors that enter into the
decisions that the board has to make throughout the year as to what it will
support in the way of prices and for what particular commodities—we will
reserve until the final Estimates of the fiscal year, and ask that the complete
requirement be approved by supplementary Estimates.

Senator Brooks: I think it is the amount of the item that would interest
most people. It is $40 million compared to a total of $155 million that was voted
originally for the Agricultural Department. While you are on the subject you
might give us some idea of just why it is so large, and of how it compares with
former years.

Dr. DavipsoN: I could give you a fairly lengthy breakdown, Senator
Brooks, of the purposes for which these payments are made. The items include
creamery butter, cheddar cheese, eggs, hogs, steers, lambs, wool, wheat, oats,
barley, butter fat, manufacturing milk and cream, sugar beets, a wide variety
of butter oils and solids, pork, ham, honey—you name it, we have it.

Senator BRooKS: Yes, but there is a very small amount for most of those
items. In respect of butter fat or butter, I know that the farmers have been
asking for an increase in the price of butter, and we did have an increase of two
cents.

Dr. Davipson: The two main items relate to butter fat content.

Senator BrRooks: What are they?

Dr. DavIDSON: One is a deficiency payment based on the butter fat content
of cream in the production year 1965-66. The total payout under that heading
was $13.5 million. The second item relates to the butter fat content of whole
milk, in respect of which there is a payout of approximately $12.5 million. If I
recall correctly, it is the measurement of the butter fat content that is used as
the basis for determining the level of these deficiency payments by the
Agricultural Commodities Stabilization Board.

Senator THORVALDSON: Is the amount of $40-million odd, which Mr. David-
son referred to, the total amount required by the Agricultural Stabilization
Board?

Dr. DaviDsoN: Yes.

Senator THORVALDSON: Is any of that included in the $155 million of the
Estimates? Is this the total amount?

Dr. DavipsoN: This is the total amount. There has been no appropriation in
the main Estimates or in the previous supplementaries for 1965-6. The
Agricultural Commodities Stabilization Account is a revolving account, and at
the end of the year, when in fact we know and do not have to guess what the
deficits amount to, we reimburse that account, and this is the amount involved.

Senator BrRooks: The Government buys up considerable quantities of butter.
Is that included here?

Dr. Davipson: This account would carry that. There is a purchase and sale
program shown here, and under that program the amount is very small this
year, probably not more than $1 million or $14 million.
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Senator THORVALDSON: You referred to a purchase and sale program. What
about butter? Does this amount represent purchases, or is that the loss on the
transaction? -

Dr. DavipsoN: There are two separate programs here, Senator Thorvaldson.
One is the purchase and sale program, which involves what Senator Brooks
referred to, the acquisition of stocks of butter at certain prices, and the release
of those stocks at certain other prices. Then there are the deficiency payments,
which really lie outside the purchase and sale program of the Agricultural
Commodities Stabilization Account, and it is these deficiency payments that
represent the bulk of the money paid out in this particular year.

Senator THORVALDSON: That answers my question.

Senator SmiTH (Queens-Shelburne): On that point, where does the fund
come from that the Stabilization Board uses to finance its operations during the
year until this money is made available?

Dr. DavipsoN: When the board was created, I think you will find that in the
legislation there was provision for the establishment of a special account in the
Consolidated Revenue Fund to be known as the Agricultural Commodities
Stabilization Account, and that in effect is a revolving fund which was
established at that time.

Senator SMITH(Queens-Shelburne): And that gives the board the authori-
ty?

Dr. DavipsoN: On that basis it is always in funds to make the payments out
during the year, but it has to come back to Parliament at the end of the year in

. order to show that the fund started off the year with a certain amount and

needs to be reimbursed to bring it up to the normal level.

If I may continue, that is in essence -the big item in the agricultural field.
There are some small items we can come back to, if it is so desired.

I would next draw your attention to the item found on page 9—Vote 50e,
being the Municipal Development and Loan Board, for an additional amount of
$12 million. Probably honourable senators are familiar with this. It was the
intention, and the legislation so provided, that the Municipal Development and
Loan program authorized by the Municipal Development and Loan Act of 1963
should terminate on March 31, 1966. It was the intention that projects would
have to be completed by that time and that the forgiveness of 25 per cent
provided for by the legislation would only apply with respect to construction
projects completed on or before March 31, 1966, or that portion of the project
that was completed before that date.

However, the Minister of Finance, as you may remember, announced, I
think on February 12 or thereabouts, that as a result of representations made
by the provincial governments concerned, the deadline for the completion of
these projects would be extended to September 30, 1966. This means that certain
projects which could not have qualified for the full amount of forgiveness
because they were not finished on March 31 will now qualify for the full
amount of forgiveness because they will now be completed in this extended six
months period. It also means that certain additional forgiveness payments will
be possible in respect of certain projects which have been approved and for
which the amounts have been authorized prior to March 31, 1966, but which
will still not be completed by the final date, September 30, 1966.

Senator GROSART: Is this referring to winter works?

Dr. Davipson: No. These are programs which the municipalities put
forward where loans have been approved out of the federal Government’s
Municipal Development and Loan Fund. It is a feature of these loans that if the
projects are completed within the time specified in the legislation the Gov-
ernment will forgive 25 per cent of the loan.
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Senator HA1G: And you estimate that at $12 million?

Dr. DavipsoN: We estimate the additional amount that is required for this
extra six months extension at $12 million, but this is an additional item to the
item that appeared in the main Estimates or in previous Estimates amounting
to $70 million.

Senator BRookS: In that connection, in September the act is to be suspend-
ed, as I understand it?

Dr. DavipsoN: No; in September the act comes to an end.
Senator BRoOOKS: It has been in operation for how many years?
Dr. DAvipsoN: Since 1963.

Senator Brooks: That is, after September 1st there will be no extension so
far as this is concerned?

Dr. Davipson: The date is September 30, not September 1.

I might also peoint out that this is a very good illustration of a supplemen-
tary estimate, which because of the circumstances clearly cannot be dealt with
except as a supplementary Estimate; because here is a decision taken by the
Government since the main and earlier Estimates have been presented, and
consequently this is not a decision that could have been foreseen or provided for
in Estimates presented earlier.

Senator Brooks: Perhaps this is not a fair question, but could you give us
any idea why it is not being continued after September of this year?

Dr. DavipsoN: Mr. Chairman, I think that the announced purpose of the
legislation when it was placed on the statute books in 1963 was to provide a
particular stimulus to the development and creation of projects which would be
useful and create employment, and to assist the municipalities which were not
in a position to go out on to the market for the funds required to finance these
useful projects. I think in the light of what the Minister of Finance had to say,
in bringing down the budget last night, it would be possible to infer that there
is not the same need today for the infusion of funds designed to increase the
number of useful construction projects that there might have been in 1963.

Senator THORVALDSON: Probably a few of us will agree on that point. I
think I asked a question in this same regard concerning the winter works
program when we were dealing with this subject about a week ago. In
substance my point was that many years ago conditions of employment were
very much different from now. My thinking now is whether we should be
continuing that program.

Senator SMITH (Queens-Shelburne): I do not know if that is intended to be
a question, but it is particularly true of the Atlantic provinces.

Dr. DavipsoN: We turn now to the Central Mortgage and Housing Corpo-
ration items, to be found on page 13. I would draw your attention to the note.
These items are listed under “Post Office,” because at the time the main
Estimates were presented a year ago,—or rather at the time the main Estimates
were printed—the Postmaster General was responsible for the Central Mortgage
and Housing Corporation’s votes. That responsibility has since been transferred
to the Minister of Labour. In order that there be maintained a consistent
pattern between the Main and Supplementary Estimates, we have continued to
list the Central Mortgage and Housing Corporation items under the Post Office
heading, even though, the present Postmaster General has nothing to do with
Central Mortgage and Housing Corporation matters. You will notice at the
bottom of page 13 and at the top of page 14 five separate votes which again are
year-end items traditionally handled in the year-end Estimates.
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From time to time C.M.H.C. are asked to act as agent of the Government in
carrying out a number of special programs. They act as agent of the Govern-
ment outside of their normal duties, you might say. They pay out certain
moneys from their own funds to achieve those objectives that the Government
has asked them to achieve. At the end of the year the C.M.H.C. go back to the
Government and say, “These are the amounts we have paid out on your behalf,
will you please reimburse us for them?”

These five special supplementary items are designed to effect that reim-
bursement.

The first is to reimburse C.M.H.C. for expenditures incurred in housing
research and community planning—for grants and research support provided
through C.M.H.C. funds, subject to reimbursement from the federal treasury.

On page 14, Vote 20e is to reimburse C.M.H.C. for net losses resulting from
the sale of mortgages from its portfolio during the calendar year 1965.

Senator PHILLIPS: Could I have a little more explanation of the sale of
mortgages where control is involved?

Dr. DavipsoN: Yes, Senator Phillips. I think you are familiar with what this
program involves. C.M.H.C. carries on its books a very heavy volume of
mortgages; I have forgotten the total amount, but if I understand correctly it is
several billion dollars.

Senator Bairp: You are selling those mortgages?

Dr. DavipsoN: They are put up for sale on an auction basis from time to
time when the market conditions are favourable. These mortgages which are
put up for auction are bought at a discount, usually, by purchasers interested in
carrying them on their own account, and there may be a profit or loss on these
transactions, according to the market. I am sorry I have not got the amount of
the total volume of mortgages covered by this. There have been a number of
auctions, sales to pension funds and so on, which account for this particular
amount of loss shown here. In some cases there are premiums and in some cases

. there are discounts or losses from these transactions.

The CHAIRMAN: My recollection is that they generally put up about $25
million worth at an auction sale, at a time. Perhaps Senator Thorvaldson would
know, but it is my recollection that it is a block of $25 million.

An Hon. SENATOR: Do you sometimes sell these—in total?

Dr. Davipson: I could not answer that question.

The CHAIRMAN: I think it depends on whether or not they are bearing an
interest rate which is lower or higher than the current rate. If they are carrying
a rate at a time when the interest rates are lower.

An Hon. SENATOR: Interest rates are going up all the time.

The CHAtRMAN: C.ML.H.C. has a fixed rate—for a certain period of time, at
any rate—and naturally there would be a loss on any current sale of mortgages
which were issued at a lower rate of interest.

Dr. Davipson: This is one way C.M.H.C. puts itself again in funds which it
can then relend for the purpose of supporting further housing activity.

My impression is, subject to correction, that for the time being, because of
conditions in the money market, there has been a suspension of further
operations as far as these auctions are concerned.

. Senator THORVALDSON: I think it is what one can expect in present
circumstances, as explained by the chairman.

Sen.ator MACKENzZIE: We have had a great deal of experience in this
connection in our universities in providing residence accommodation for young
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men and women. One of our major concerns has been to get the interest as low
as possible. As you possibly know, the United States provides that kind of
money at 3 per cent or léss for university purposes. Under the C.M.H.C. a
Canadian company has been providing it at the going rate or as close to it as
they can get, to benefit the institutions in question. This would account for the
lack of profit in all these transactions.

The CHAIRMAN: Thank you, Senator MacKenzie.

Dr. DavipsoN: Vote 25e is to reimburse C.M.H.C. for losses sustained as a
result of the operation of public housing projects where the National Housing
Act, Part VI, operates and contemplates C.M.H.C. participation in public
housing projects, and where it is recognized that this participation is not going
to be self-supporting.

Vote 30e has to do with sewerage programs. The reimbursement to
C.M.H.C. is considerable, to reimburse that corporation for the amounts loaned
to a province, municipality or municipal sewerage corporation and where a
portion of the loan is forgiven. Forgiveness is a feature in this legislation, and is
comparable to the forgiveness feature I referred to a moment ago under the
Municipal Development and Loan Act. My recollection is that the percentage of
forgiveness in this is higher than in the Municipal Development and Loan Act.

Senator BROOKS: May I comment on that? I think this is one of the most
important items we have in our Estimates. I would like to ask Dr. Davidson if it
is being taken advantage of by the municipalities in a manner that would be
satisfactory, would he say, to the department generally?

Dr. Davipson: I think there is a continuing extensive use of this program
being made by the municipalities across Canada.

Senator Brooks: I think it is being continued, as we heard Mr. Sharp tell
us last night.

Dr. DavipsoN: It is being extended to 1970.

Senator BUrcHILL: Is this sytem, using the post office as a channel, being
changed?

Dr. Davipson: Yes. As a matter of fact, C.ML.H.C. affairs relate to the person
of the minister, who is the minister responsible for C.M.H.C. legislation. The
reason that this is left with the Post Office is that when the main Estimates
were printed, Mr. Nicholson, the minister responsible for C.M.H.C., was the
Postmaster General. He is now the Minister of Labour. In next year’s Estimates
the C.M.H.C. items will be listed with the Minister of Labour’s Estimates but we
did not want to change horses in mid-stream, so to speak.

The final item is the item for urban renewal,” Vote 35e, reimbursement to
C.M.H.C. for grants that are made in respect of urban renewal programs, for
the preparation or implementation of such programs. $4.9 million.

Senator Haig: Is it fair to say that these items, put in as supplementary
items, $20 million, are the year-end result of losses known only at the end of
the year?

Dr. DavipsoN: Yes. That is correct. It is the same as in the case of the
Agricultural Commodities stabilization account. They pay out the amounts, they

carry them to the end of the year, and then they report to us that they have

spent so much and ask for reimbursement.

Senator SMITH (Queens-Shelburne): How would Vote 35e compare with
the same vote for last year’s operations?

Dr. Davipson: I will find that figure, perhaps we could come back to it.

#
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Senator CoNNOLLY (Ottawa West): I take it most of that money to be voted
under 35e results from expropriations undertaken with respect to urban
renewal?

Dr. Davipson: I could not really answer that question, Senator Connolly. I
will see if our notes carry any comment. I can give you the names of a variety
of locations. In Ottawa, the Preston Street project is included in here, 16.7 acres
and the amount involved here is explained under the heading of implementa-
tion.

This may be a nice way of saying expropriation in the amount of $652,000.
There is a small amount for Moss Park, Toronto, 18.7 acres, and the amount
involved this year is $27,000. Then there is Alexander Park, Toronto, for a total
of half a million dollars. In Winnipeg there is the Lord Selkirk Park, 48.8 acres
for half a million dollars. In Montreal, Dorchester Street, 17.6 acres for
$635,000. These are illustrative and they may involve expropriation; I am not
sure of that.

Senator CoNNOLLY (Ottawa West): Obviously there is expropriation money
involved here.

The CHAIRMAN: The Lord Alexander Park is a municipal expropriation.

Senator CoNNoOLLY (Ottawa West): Are there cases where land is sold to
developers for certain purposes and there is a recovery?

Dr. DavipsoN: I could not answer that. Going back to Senator Smith’s
question, so far as the urban renewal program last year was concerned, the
amount in 1964-65 was $4.2 million and this year $4.9 million. Going back to
the question raised about the continuance of the sewerage program the pay-out
last year or the forgiveness last year was $7 million as against $10.5 million this
year. This indicates increasing acceptance by municipalities of working under
this program.

Going now to the Canadian National Railways’ deficit of $35 million, I don’t
think it is necessary to explain what that is for. This comes under the
Department of Transport and is to be found at page 20. It is Vote 27e. This is
the annual amount paid on account of the C.N.R. operating deficit at the end of
the year when the amount involved is known; the explanation of this as an item
appearing annually in the final supplementary Estimates for the year is
comparable to the explanation I gave for the Agricultural Prices Stabilization
Board. While one could guess at the beginning of the year what the deficit of
the Canadian National Railways might be, we are always born optimists, and
we are always hoping that there will not be a deficit. We are not willing to
recognize that there will be until the 31st of March 1966 and at that time we

come to Parliament and ask for the amount of money which at that time is
precisely known.

Senator THORVALDSON: While on this point in regard to the C.N.R. losses, is
the figure based on ordinary accounting practices, that is on the basis of C.N.R.
having applied ordinary accounting principles including depreciation, etec., in
their accounts?
: Dr. Davipson: I would have to take a chance on answering that. My
Impression is that they do take depreciation into account, and that this figure is
based on what you would describe as normal business accounting principles. All
the charges are in here, and the interest they have to pay on their obligations is
included here. You will no doubt also note there are some other payments made
to C.N.R. and other railways. For example on page 19 you will find an item of
$2 million which is a special payment made under special legislation with
regard to the deficits that arise on the operation of car ferries in Newfoundland,

Prince Edward Island, and on the Yarmouth-Bar Harbor service. These services
23697—2
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are provided by the C.N.R. under special arrangements which involve a
separate undertaking by which the Government pays the deficits that arise from
that particular operation. In a sense, those payments are made by the Canadian
Government to the Canadian National Railways for services rendered. In the
same way you will find Vote 25e which shows payments in respect to freight
rates. This involves a separate and specific obligation. It is only after the
payments made in accordance with these special undertakings are taken into
account that the general deficit we are talking about now is calculated and the
amount shown here is $34.7 million.

I would next draw to the attention of honourable senators the item at the
bottom of the page which is a special item of $25 million voted not only to
C.N.R. but to C.P.R. and a number of other railways. This represents an
obligation of the Government of Canada assumed at the time of the last railway
wage negotiations about two years ago. At that time there was a wage
settlement which would normally have made it necessary for freight rates and
other rail tariffs to be increased in order to carry the increased costs. Rather
than do that the Government undertook to meet a calculated portion of the
additional wage bill to the extent that increased improvement in performance
and increased productivity ratios did not meet it and so enable the railways to
absorb the extra costs. This is a calculation that represents some $8 million
applicable to 1964 and $17 million applicable to 1965. This will be distributed
on an appropriate formula as applied to the various railways affected.

Senator ConNNoOLLY (Ottawa West): That would be regardless of anything
that the new railway legislation might do? This would be a continuing thing, I
take it?

Dr. DavipsoN: Not necessarily.

Senator BRoOOKS: Is that where the railway employees asked for a 17-cent
increase per hour, and they were given something like 11 or 12 cents and the
Government made up the difference?

Dr. Davipson: This relates to two years ago. I would have to go back and
check on the amounts for that. You may remember some time ago—well over
two years ago—the Board of Transport Commissioners authorized a higher tariff
on freight rates; at that point in order to maintain the rates at the then level,
Parliament authorized a payment to be made that would bridge the gap
between the new rates authorized by the Board and the rates frozen at that
level. That is provided for in the main Estimates. This $70-million dollar item is
Vote 84 in the main Estimates. And this present supplementary is an additional
$25 million to that vote specifically for the wage settlement arrived at in 1964,
which has resulted in our having an obligation to pay the railways an amount
of $8 million in respect of the balance of 1964 and $18 million for 1965.

Senator THORVALDSON: I thought there had been two of these settlements in
the last five or six years. I recall two years ago there was a threatened strike of
railway employees, but I thought there had been a former similar compensation
granted by Parliament to avoid a strike about five or six years ago and that the
sum of $95 million was necessary for the purpose of taking care of both those
settlements. I may be wrong, and if I am it does not matter.

Dr. DavipsoN: I am quite certain this $25 million relates only to the extra
obligations arising out of the 1964 settlement.

Senator CoNNoLLY (Ottawa West): It runs through my mind that the
original cost for this purpose was over $75 million, and it may be as a result of
subsequent negotiations that it had to be added. I think those are the negoti-
tions Senator Thorvaldson is mentioning.

Dr. Davipson: This goes back a bit in history. To explain the original vote
to which we are now adding $25 million, if you look at your 1965-66 Supple-
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mentary Estimates (D) which you have already approved you will find an item
of $70 million to which this a supplement. That item reads as follows:

To provide payments to companies subject to Order Number 96300,
dated November 17, 1958, of the Board of Transport Commissioners for
Canada of an aggregate amount of $20,000,000 in respect of the period
April 1, 1965 to March 31, 1966, to be paid in instalments at such times as
may be determined by the said Board for the purpose of reimbursing the
said companies for such diminution in their aggregate gross revenues
during the said period as in the opinion of the said Board is attributable
to such companies maintaining the rate level for freight traffic at an 8 per
cent increase instead of 17 per cent as authorized by the said Order;—

That was the freeze.
—and to provide payments to the said companies of an aggregate amount
in respect of the calendar year 1965 of $50,000,000 to be paid in
instalments at such times and in accordance with such methods of
allocation as may be determined by the said Board for the maintenance
by such companies of the rates of freight traffic at the said reduced level.

There are two items there, $20 million and $50 million, which really arise
from that order which was put into effect in 1958; and this is a further amount,
attributable solely to the wage settlement in 1964, which resulted in certain
amounts having to be paid for the latter part of 1964 and the whole of 1965.

Senator ConNoLLY (Ottawa West): My guess was $75 million, but I guess
the figure was 70 million, and now there are another 25 million required to fill
the gap.

Dr. Davipson: Mr. Chairman, that runs through the five large items that
account for $134 million of the $174 million being asked for in these supplemen-
tary Estimates so far as our budgetary requirements are concerned. I do not
propose to deal with the miscellaneous items totalling $40 million, but will be
glad to answer questions on them. Nor do I propose to deal with the Loans,
Investments and Advances items at the back of the brochure.

Senator SMITH (Queens-Shelburne): I wonder if Dr. Davidson, before he
leaves his general statement, would just say a few words on the fact that a
number of these are $1 items?

Dr. DavipsoN: Could I just say there are really more than one kind of $1
items.

Senator SMITH (Queens-Shelburne): Yes.

Dr. DavipsoN: Perhaps I could just describe three different types of $1
items which appear from time to time. Some of these, I think understandably,
concern members of the Senate and House of Commons when they appear;
others, with respect, do not seem to me to present the same objectionable
characteristics as the ones I would describe as legitimate objects of concern.

To give you an illustration of what I am talking about, could I turn, first of
all, to page 13, Northern Affairs and National Resources. That is Vote 45e
which, on the face of it, looks like a $1 item. This is an item of the kind I think
honourable senators should not be too much concerned about. We could
perfectly well, if we wanted to, come to you and say that we need the authority
to spend these sums of money shown here, totalling $81,000; we could stop there
and ask you to appropriate an additional $81,598 we do not need for the purpose
of authorizing these specific contributions which are not authorized in the main
Estimates. This would not be a $1 item, and you would not raise any objection
to it. The truth of the matter is that we do not need that sum because there is

sufficient money in the main Estimates that we are not going to be able to use
23697—23
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for a variety of reasons and which we can apply to these particular projects if
you will authorize us to apply it. So we come to you asking authority only to
make the total of $81,599 available for these projects, and since we can find the
money in the main Estimates already voted we deduct the sum of $81,598
reducing the amount required to $1, and this sticks out like a $1 item.

Senator BRooOKs: That happens on many occasions.

Dr. DavipsoN: Yes, that happens on many occasions, and this is really
seeking authority to transfer funds for a specific purpose which is not contained
in the original vote wording.

Senator GROSART: But you do not show from what vote these funds are
being transferred?

Dr. DAvIDSON: They must come from the same vote.

Senator GROSART: You do not show the specific items in which the
expenditures have been less.

Dr. DavipsoN: We do not show specific sub-items. It may be an accumula-
tion of funds from several sub-items; it may be that travelling expenses were
less than was anticipated, or salary items were not fully spent; or it may be that
a certain project has been slow in getting started, and instead of expending
$500,000 on some particular building which was included in the main Estimates
vote wording we only spent $250,000. When we present this $1 item in
supplementaries we are saying there is a slack in Vote 45e and that there is at
least enough money in that vote to cover these items; consequently if you will
now authorize certain items now listed which were not included in the main
Estimates you have already passed, we can expend the unspent sums in that
way.

Senator GROSART: But my concern is, where is the control of the decision to
underspend? The reason I say this is that otherwise we can assume there is a
tendency for people to ask for more money than they need in the hope they will
wind up with a departmental surplus which they can then transfer by a vote in
the supplementary Estimates. Where is the control if the exact underspending
item is not shown?

Dr. DavipsoN: It will be shown through the requirement that exists in the
Financial Administration Act for a department to come to the Treasury Board
and ask for authority to transfer between allotments. This means that the
Department of Northern Affairs and National Resources will have to come to
the Treasury Board and ask for authority to transfer this $81,598 from certain
items where there is going to be an underexpenditure. But we are talking about
a vote, Senator Grosart, if I might say so, which runs to $27 million.

Senator CoNnNoOLLY (Ottawa West): In the main Estimates.

Dr. DavipsoN: Yes. It is out of that $27 million that the department is
saying, “We can find $81,000 in different corners of that total vote, if you will
give us authority to make these particular contributions.”

Senator CoNNOLLY (Ottawa West): If required.

The CHAIRMAN: The control is really still with Parliament to say whether
these are proper items of expenditure, regardless of where the money comes
from. I agree with Senator Grosart that you would like to see a specific credit,
but the difficulty is it probably comes from a number of items in the expendi-
tures.

Senator GROSART: But any of us in business would be very anxious to know
where the saving was made.

The CHAIRMAN: We would put through a credit of some kind.
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Dr. Davipson: Yes, I think that is true, and the counterpart of business in
this case, it seems to me, is the executive, the Government. I do not think in a
business situation you would publish this in your report to the shareholders.

Senator THORVALDSON: I wonder, Mr. Chairman, if we have time enough to
have Dr. Davidson refer to the bottom item on page 21.

Senator CoNnNoLLY (Ottawa West): Is this another item?

Senator THORVALDSON: It comes back to Transport.

Senator ConNoOLLY (Ottawa West): Do you mind if I just put one question?
Senator THORVALDSON: I am sorry, I thought we were through with that.

Senator CoNNOLLY (Ottawa West): Suppose this money is not spent, how is
Parliament informed of the fact the money is not used—through the Auditor
General’s report?

Dr. Davipson: No, through the Public Accounts, which is the big thick
document which accompanies the Auditor General’s report. That will give an
accounting that would enable Senator Grosart to follow it through.

Senator CoNnNoLLY (Ottawa West): If he wondered next year what had
happened, he would find the answer there?

Dr. Davipson: Yes, he could identify it.
Senator BROOKS: You cannot transfer it from one department to another?

Dr. DAviDsON: You cannot transfer, even within a department, from one
vote to another. You cannot transfer funds from Vote 5 to Vote 10. You can
only transfer funds within a vote.

Senator FLYNN: I do not think the Public Accounts show the amount of the
Estimates together with the amount actually spent. You cannot tell from the
Public Accounts whether you have overspent. To do so you would have to
compare the Public Accounts with the Estimates.

Dr. DavipsoN: Oh, yes. That is why I said it would be possible for Senator
Grosart, if he was so disposed, to establish a relationship between the amount

that was appropriated and the amount that was spent, but I agree that this
would involve—

Senator BURCHILL: —hiring an auditor.

Senator FLYNN: Would it be possible to have the Public Accounts give this
information?

Dr. DavipsoN: The answer to that is that it would be possible. As you
know, the Public Accounts Committee of the House of Commons has done a
great deal of work on reconstructing the Public Accounts, and its main
objective has been to clean out of the Public Accounts a tremendous amount of
material which is detail, which although published for years the value of which
is now being questioned. My own guess would be that if we were to begin the
practice of inserting in the Public Accounts tables which would show a
comparison between the Estimates and the actual expenditures we would be
increasing substantially the size of the Public Accounts. I am not convinced that
every member of the House of Commons and the Senate reads exhaustively the
Public Accounts as they are issued now.

Senator CoNNOLLY (Ottawa West): And if there is overspending I suppose
the Auditor General would pick it up.

Dr. DAVIDSON: There cannot be an overspending of a vote. There could be a
carry-over of unpaid bills to another year, and he is quick to report this.

Senator SMITH (Queens-Shelburne): Mr. Chairman, I think we had
reached the point when I asked my original question—
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The CHAIRMAN: Yes, but Senator Thorvaldson asked a question, and he
deferred to—

Senator THORVALDSON: Since we were dealing with the Department of
Transport I just wanted to ask with respect to one item—

Dr. DavipsoN: Could I finish answering the question with respect to the $1
items?

Senator THORVALDSON: Yes, certainly.

Dr. Davipson: I have given you one example of a $1 item. The second
example I am going to give you is on the very last page where you will find
under Public Printing and Stationery Vote L65e a vote wording which amends a
previous vote wording.

Now, this does not affect the statute law except to the extent that every
vote wording is in the Appropriation Act. All that we are doing here is
changing the extent of the authority that is contained in a previous vote
contained in a previous set of estimates. Again, this, it seems to me, is within
the framework of the Estimates legislation as presented to Parliament and is
not objectionable, if I might use that term. in the sense that the third example I
am going to give you is. All this does is to say, in effect, that a previous set of
estimates contained a request for authority to spend a certain amount of money
for a certain purpose, and it is now desired to extend that particular authority
containedin the vote wording to permit the money to be spent for some
additional purpose.

To illustrate this point let us say that we have funds in the Indian Affairs
Branch which are intended to be spent for the education of Indian school
children. There has arisen a question, as a result of the Auditor General’s
examination of vote wording authorities, of whether a child of a non-Indian
school teacher living on the Reserve can attend the school with the other Indian
children and have his education financed by the Indian Affairs vote. The
Auditor General says that this money is voted for the purpose of educating
Indians, and that to spend Indian Affairs educational funds on educating even
one white school child in an Indian school is legally a misuse of the authority
given by Parliament. This is cutting things pretty fine, but we then have to go
back to Parliament to ask for a vote wording that will extend the authority that
has already been given us by a previous vote wording, to make it clear that
what we are doing is legal.

You may remember that on a previous occasion when I was before the
committee I cited the example of the Mines and Technical Surveys hydrograph-
ic vessel that was spending some of the winter months on a training exercise in
extra-territorial waters in the south. We asked for an extension of the vote
wording authority there to make it clear that that was approved by Parliament
through an extension of the vote wording.

All we are doing here is to amend a previous vote wording, but it has-no
legislative effect beyond that. It does not have the effect of amnndmg the statute
that is on the statute books, and referred to constantly by lawyers.

I would contend, with respect, that that is not the kind of $1 item that
should be subject to too much criticism by the members of the Senate or of the
House of Commons.

Then, we have the third kind where from time to time, for reasons which it
considers necessary, but which members of the Senate or of the House of
Commons may not consider justified, the Government resorts to a vote wording
in the Estimates for the purpose, in effect, of amending a statute. These are the
items for which we are always criticized. I can assure you that no representa-
tive of the Treasury Board willingly agrees to the insertion of these items in the
Estimates, but there are situations which arise where, because of the urgency of
the matter, the Government considers that it is really not practical to wait until
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an amending bill can be introduced with no certainty as to when this legislation
will emerge from Parliament. Resort is then had from time to time, because of
these pressures, to an amended vote wording in the Estimates. Some of these
turn up as $1 items. These are the ones that are most subject to criticism. I do
not think I should point out one to you.

Senator BurRcHILL: Thank you very much, Dr. Davidson, for that very clear
explanation of the three kinds. I should like to refer you to page 10 where
under Industry there is Vote 15¢, $1. Under which category does that come?

Dr. DavipsoN: The third category. There is no question about it.
Senator BurcHILL: You want to change a statute?

Dr. DavipsoN: The effect of this, it is quite clear, Mr. Chairman, is to
change the statute.

Senator SMITH (Queens-Shelburne): Just for one year? It does not have
any permanent effect on the operation of that act?

Dr. Davipson: I would have to say it does. Here you are really on the horns
of a dilemma. The truth of the matter is that the Area Development Incentives
Act will come to a grinding halt if this item does not get approval. The vote
wording says:

To provide that the amount appropriated by section 5(1) of the Area
Development Incentives Act may be credited to the Area Development
Account from time to time as required; notwithstanding section 5(3) of
the Act, to authorize payments out of the Consolidated Revenue Fund up
to the amounts credited to the Account; and to authorize total commit-
ments in respect of development grants under the Act in the current and
subsequent years not exceeding $100,000,000.

Senator GROSART: Dr. Davidson, would you not have to have a $1 item in
the Estimates every year to maintain this amendment to the act?

Dr. Davipson: No, sir.

The CHAIRMAN: It could be put in at $50 million in the succeeding year, but
really the act should be amended.

Senator GROSART: That is what I am saying. We get a consolidation of an
act once in a while. Would this amendment in the Estimates be included in the
consolidation?

Dr. Davipson: I asked that very question of our legal adviser. I can assure
you that there was a great deal of discussion on this particular item. I asked: Do
you regard this as legislation, or do you not? We argued about this for a while,
and I finally put the question: When the statute revision comes up what are you
going to do with this? Is this a legislative amendment approved by Parliament?
Do you then incorporate the amendment in the statute revision? The answer
was that the Statute Revision Commission would probably decide to incorporate
this in the Revised Statutes.

Senator BURCHILL: It also results in confusion, does it not? What is the
objection to an amendment to the act?

Dr. Davipson: Senator Burchill, will you tell me when an amending act
would be approved by Parliament? The fact is that no further commitments can
be made under the Area Development Incentives Act beyond the months of
March, April or May unless this item is passed. This is the position we find
ourselves in.

I might just explain this. Section 5(1) of the Area Development Incentives
Act reads: :

_There shall be established in the Consolidated Revenue Fund a
special account to be known as the Area Development Account, to which
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shall be credited the amount of fifty million dollars and such other
amounts as may be appropriated by Parliament for the purposes of this
Act.

The intention when that wording was written, and the law passed, was to
have that as an authority to provide amounts not exceeding in total $50 million
from time to time as required. It was not the intention to charge the full
amount referred to here,—$50 million—as a charge against 1965-66, when in
fact the total actual expenditure for the program in 1965-66, if I understand
correctly, will amount to only $300,000.

One of the purposes of this wording is to ensure that it is made clear that
the $50 million authorized to be paid out of the Consolidated Revenue Fund into
this account may be paid out from time to time as required, so that there will be
an accurate reflection year by year in both the Public Accounts and in the
Estimates presented to Parliament of the progress being made. Otherwise, if we
pay out $50 million into this special account in 1965-66, there will be no
further expenditure recorded, perhaps for four or five years, and that would be
an inaccurate reflection of the work program as it is actually being carried out.

That is one reason for the wording which says:

To provide that the amount appropriated by section 5(1) of the Area
Development Incentives Act may be credited to the Area Development
Account from time to time as required;

Secondly, there is a provision in the Area Development Incentives Act,
section 5.(3), which states:
No payment shall be made out of the Consolidated Revenue Fund
under this section in excess of the uncommitted balance to the credit of
the Area Development Account.

The effect of that is that you might put $50 million into the Area
Development Account, but you can never spend more than $25 million, because
vou can never pay out of the fund more than the uncommitted balance. To
illustrate, if you start with $50 million in the fund and begin to register
commitments against that fund and you get up to the $25 million limit, you are
then debarred from making any further payments out of that account, because
you have already reached a point equal to the uncommitted balance to the
credit of the account.

The purpose therefore of the second provision in the vote wording here is:

notwithstanding section 5(3) of the Act, to authorize payments out of the
Consolidated Revenue Fund up to the amounts credited to the Account:

whether $50 million, as at present, or a different amount.

Finally, the Department of Industry reports that there has been very
encouraging progress made in the way in which the local development areas
have been taking advantage of the provisions of this legislation. They already
have projects committed up to $25 million, which is the maximum limit to
which they can go now. They estimate that by the middle of May they will
have projects ready for approval up to the $50 million limit authorized by
section 5(1). It is for this reason they want commitment authority—not ex-
penditure authority, but commitment authority—to approve projects in local
development areas up to a total commitment level of $100 million, which of
course will involve expenditures stretching several years into the future.

I have been perfectly frank in giving honourable senators this information
because I wanted to make clear the distinction between the three kinds of $1
items. There are items like this which I would have to say quite frankly do
involve substantive changes in the statute law. It is only when in the judgment
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of the Government the timing and other circumstances are such as to_make
it absolutely necessary that this be done by way of a vote wording in the
Estimates.

Senator GROSART: Is there any reason for following this fictional device,
if I may call it that, rather than to amend the act in the normal way at some
future time?

Dr. DavipsoN: I think that is one possibility, although I suspect the law
officers would say that you really are passing the same law a second time.

The other suggestion, made by Mr. Bell in the debate in the other place
was that the Government should consider incorporating these legislative changes
into a statute law amendment act.

Senator CoNNOLLY (Ottawa West): Just like the provinces do.

Dr. DavipsoN: That would certainly be much more convenient for ‘Fhe
legal profession, which might otherwise overlook this kind of provision, buried
in an Appropriation Act.

Senator ConNoLLY (Ottawa West): How long has this practice been going
on?

Dr. DavipsoN: Oh, for ever. It is not getting any better. However, I assure
the members of the committee that each one of these items is looked at with
anguish and concern by the Treasury Board, and it is only with reluctance,
when we recognize the pressures of the situation, and we really have been
backed into a corner by the events and circumstances of the situation, that we
agree to the inclusion of these items.

Senator ConnoLLY (Ottawa West): Mr. Chairman, not speaking on behalf
of the Government, but speaking generally, I think the explanation that
Dr. Davidson has given is valuable to the Senate. I also think that if the
normal process had been followed and the explanation given, as he has given
it to us, it would probably result in approval of the items of amendment. With
the complications and the volume of work before Parliament, in spite of the
fact that it may be difficult for the legal profession to follow this kind of
legislative amendment, generally speaking, an explanation like this in a com-
mittee, is most valuable to the Senate. I think there is some satisfaction given
to the committee members in what is being done. Probably deep down in
their hearts they would say that if it came up in the normal way they would
undoubtedly pass this provision, because it is going to be helpful. It simply
shortens the process. I do not say it is a good practice to follow, but I think
everybody can see reasons and justification for doing some of these things.

The CHAIRMAN: Senator Brooks?

Senator BROOKS: Mr. Chairman, there is another $1 item which I think all
senators are interested in, appearing on page 11, that is, item 7e. May I say at
the outset that I am entirely in agreement with this item passing, but my point
is that the act which has to do with the retirement of senators certainly requires
amendment, in cases such as this.

As all senators know, we have the right to retire at 75 years of age, if we
wish to do so. If we do not retire at 75 we can continue during our lifetime, or
we can also retire on account of illness. I believe those are the three choices. If
a senator does not retire at 75 and decides to continue, but dies suddenly without
receiving a gratuity, then either his widow does not receive a pension for the
rest of her life, or an item such as item 7e is needed. I can see why this item
was put in for that particular purpose, because I understand that the senator in
question was entitled to a gratuity but had not received it. My point is that
there are many senators who, when they reach the age of 75, may not wish to
retire and being older men they may pass away very quickly. I do not think an
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item such as that should have to be perpetuated through the Estimates in order
that justice be done to senators who are appointed for life. That is the point I
wish to make and I would like to hear Dr. Davidson’s comment on whether they
would anticipate that there might be cases like this arising.

Dr. Davipson: Could I reverse the procedure and ask Senator Brooks—

Senator BRoOKS: How old I am?
Dr. DavipsoN: No, I know that. What would you do in a case like this?

Senator BRoOKS: I think we should amend the act.

Dr. DavipsoN: This may take many months. In the meantime, the simple
fact is that, acting on the assumption that there is going to be an early remedy
to this situation, we made financial provision under the Finance Contingencies
vote—we have legal authority to do this—and we have authorized these payment
to be made to the widow of the senator in question. We have done this on the
understanding that at the earliest possible moment Parliament will be asked to
approve, by a specific vote authority, this being done. I do not know if the
senator knows the circumstances of this case.

Senator BRooKs: Of this particular case, of course.

Dr. DavipsoN: This may signal the need for future legislative amendment
that will cover the generality of cases. However, I think it would be generally
accepted that, when a situation of this kind confronts you and you really have
not time to convene Parliament and introduce, in due process of events,
amending legislation, and have it passed by both houses and become law—I
think it would be accepted generally that this is the sort of thing that from time
to time has to be done by way of an item in the Estimates.

Senator Brooks: Why not make the amendment when Parliament is
convened? You do not have to wait for somebody to die. We are amending acts
all the time. I can see where a very simple amendment would satisfy this
situation. My argument is that, during some session of Parliament, and I think
this is the session in which it should be done, this act should be amended, in
justice to a great many senators.

Dr. DAvVIDSON: Mr. Chairman, I would not want to question for a moment
the desirability of the statement that Senator Brooks has made, with which I
agree, that it would be desirable to cover this by way of an amendment at
some session of Parliament. But you will forgive me for saying that, knowing
what I know as to the speed with which Parliament produces legislative enact-
ments, I wonder how long we would have to wait for this legislative enactment,
in the ordinary course of events. Could I draw attention to another item of
interest to honourable senators, on page 77

Senator CONNOLLY (Ottawa West): There are two factors. There have been
senators who have been entitled to retire and in one case where he did not
retire and died suddenly and his wife was entitled to a gratuity. That is one
case. The second factor is that this is a point of Government policy. Any
amendment must be produced in the other house, because it involves financial
commitment. I will undertake to have an extract made from the minutes of this
meeting and place it before the Government for consideration.

Senator BRooks: Thank you very much.

The CHAIRMAN: Thank you, Mr. Leader.

Senator GROSART: It raises the very point I mentioned earlier. I appreciate
the assuranec that Senator Connolly has given, that some action will be taken
to give some sort of permanence to the principle embodied in one of these
$1 items, but we have no assurance here that the same thing will be done
with the others. We have almost what you might call quasi-legislation here.
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I object to this in principle because it is all very well to say that it was
necessary, it was expedient, but this is the excuse that has been used from
the beginning of time to upset valuable and viable institutions.

Senator ConNoLLY (Ottawa West): I do not know that this is purely a
matter of expediency. It is beneficial.

Senator GROSART: I am not speaking of this particular case.

Senator CoNNoLLY (Ottawa West): Senator Brooks has a point. The senator
in question was entitled to the pension but he actually did not receive it. The
wording of the section, as I remember it, says “who has retired and is in receipt
of a pension”. If he dies, then his widow is entitled. This particular senator was
entitled, he had not received it, and it seems to be equitable and fair in this
case. As Senator Brooks has pointed out, this is a very proper kind of item to go
through.

Senator FLynnN: I would not discuss the facts but I would be prepared to
discuss the legal interpretation of the act in the case which Senator Connolly
has just discussed. I think some amendment should be made to cover a wider
range than this specific case.

Senator ConNoOLLY (Ottawa West): I am not suggesting that it should be
confined to this case. I say that I will undertake to make this extract available to
the Government for consideration.

The CHAIRMAN: To cover any future cases.

Senator GROSART: I want to clarify someting. I used the word “expediency”.
I want to make it clear that I used it in its original and proper sense and not
with any derogatory suggestion which sometimes is attached to that word.
Properly, “expediency” is a proper and good reason for action.

Dr. DavipsoN: I might say to Senator Grosart what I should have said
before when I referred to Mr. Bell’s comment on statute law amendment. The
Honourable Mr. Benson, Vice Chairman of the Treasury Board, who piloted
these Supplementary Estimates through the House of Commons said, in reply to
Mr. Bell, that the Government would give consideration to that suggestion.

Senator GROSART: I saw that.
The CHAIRMAN: Does that cover the $1 items?

Senator SmrITH (Queens-Shelburne): Yes, Mr. Chairman, and we are
thankful to Dr. Davidson for the way in which he has dealt with them.

Dr. Davipson: May I now draw attention to page 7, Vote 1le, which may be
of interest. Again this is a $1 item and we might as well complete our discussion
of these now. This is for the purpose of remedying a situation which presently
exists, that a senator retiring at age 75, if he resigns and retires from the Senate
under the Retirement Act, is not entitled to maintain his membership in the
group surgical medical plan. This makes it possible for him to do so.

The CHAIRMAN: I think this is again a case that does not mean indirect
legislation?

Dr. Davipson: I am sorry, it does, as far as I am concerned. I want to make
it necessary—if I may use those words—for honourable senators to face up to
some of these situations.

Senator ConNoOLLY (Ottawa West): Would Dr. Davidson please repeat the
last point.

Dr. DavipsoN: A senator at the age of 75 opts to retire under the new
legislation.
Senator RATTENBURY: Or before, under the other legislation.

Dr. DavipsoN: I am not quite sure of that. Let me say what I am sure of. A
senptor who takes advantage of Part III of the act to make provision for
retirement of members on the Senate ceases at that point to be a member of the
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Senate. Since the group surgical medical plan is limited to members of the
public service, as well as members of the House of Commons and Senate, the
minute he retires from the Senate he loses his right to continue his membership
in the group surgical medical plan. This was not considered desirable and this is
put in specifically to remedy this situation.

Senator BAIRD: Who pays the premium?

Dr. DavipsoN: You do, senator. That is why it is only a $1 item.

Senator FLYNN: Does the same problem arise for former employees of the
public service?

Dr. DavipsoN: For those who resign, coverage ends. For those who retire,
authority already exists for them to continue under coverage.

Senator ConnoLLY (Ottawa West): Did this pass the House of Commons?

Dr. DAvIDSON: Yes.

Senator CoNNOLLY (Ottawa West): I became aware of this while I was ill
and I gave directions that an approach should be made to the Minister of
Finance for the purpose of having this item put in. I think it is a fair claim. It is
comparable to the position of a person who retires from the public service, and
I think it is equitable.

The CHAIRMAN: Does that clear up the $1 items?

Senator FLYNN: I had a question. How would Dr. Davidson visualize the
inclusion in the revised statutes of an amendment brought to an act in this
fashion?

Senator ConNoLLY (Ottawa West): You asked that question and he
answered it by saying he did not know.

Dr. DavipsoN: That is a question you should put to the Department of
Justice.

Senator CoNNOLLY (Ottawa West): We will put you on the statutes revision
committee.

The CHAIRMAN: Senator Kinley, you had a question? 2y

Senator KINLEY: There is an important item on page 9. I want to know
what is the regulation whereby there is a ceiling on the individual.

The CHAIRMAN: You are speaking now of item 15e, are you?

Senator KINLEY: Yes.

Dr. DavipsoN: This is an item of $150,000. It says “payment, subject to such
terms and conditions as the Governor in Council prescribes, of assistance to
fishermen whose income from fishing in the calendar year 1965 was less than
their income from fishing in 1964 due to circumstances beyond the control of
such fishermen.”

Senator KINLEY: My question is, is there a ceiling on the individual? If he
earned $10,000 last year and he only earns $9,000 this year, will he come under
that vote?

Dr. Davipson: I think you can assume that the answer is no.

Senator KINLEY: There must be a regulation. If I could get the regulation it
might help. This is a matter of discussion in the place I come from, as is the
Income Tax Act and the unemployment benefit.

Dr. DavipsoN: The answer is that there is, if I recall correctly, a ceiling on
this.

Senator KINLEY: Take for instance a top fisherman who might do well one
year by having good luck and earn a lot of money, and the following year
would make hardly anything.
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Senator SMITH (Queens-Shelburne): Does not this refer specifically to
situations as on the eastern shore of Nova Scotia where due to storms and bad
weather the fishermen were not given an opportunity to do any lobster fishing
last season and therefore the opportunity of making a living was zero and this is
an attempt to join with the provincial government in attempting to compensate
for this?

Senator KINLEY: I don’t care whether they live in Vancouver or in Nova
Scotia. I am just asking if there is a ceiling on the individual under this item
because it is being abused.

Dr. DAvIDSON: There is a ceiling, at least indirectly. The special assistance
will be based upon records of the fishing income supplied by the Unemployment
Insurance Commission, but actual payment will be made by the federal
Department of Fisheries.

To be eligible for assistance a fisherman must have at least five weeks with
fishing stamps in his book that were earned in 1965 and also he must have made
application for unemployment insurance benefits prior to March 26, 1966.

Senator THORVALDSON: Would you refer to page 21, Vote 107e. This refers to
the deficit in the operation of the Welland Canal for 1965. It is a large item,
over $8 million. Has that been in this amount every year, or is this a higher
amount than usual?

Dr. Davipson: This, if I recall correctly, is only the second time that this
deficit has appeared as an item in the Estimates. For a considerable number of
years following the opening of the seaway this deficit was carried by the St.
Lawrence Seaway Authority in anticipation of the possibility that the toll
structure would be sufficient to carry the cost of the total canal-seaway
operation. As you know events proved that this was not possible. The St.
Lawrence Seaway Authority then made representations to the effect that they
should not be expected to carry the deficit of a canal operation that had already
been in existence as a free canal and was not a part of the toll structure applied
at the time of the creation of the seaway. This was accepted by the Govern-
ment, and a decision was taken to put an item in the Estimates to reimburse the
seaway authority for covering the operating deficit. Last year we repaid them
$27 million, covering the accumulated deficits over the period of years from
1959 to 1964. If my recollection is correct this does represent a somewhat higher
amount than that represented by last year’s actual calendar year deficit.

Senator BROOKS: Is the toll being increased?

Dr. DavipsoN: There are negotiations under way between the St. Lawrence
Seaway Authority and the appropriate authority in the United States. The tolls
apply at present only to the St. Lawrence Seaway. The Welland Canal is not
presently subject to tolls.

The CHAIRMAN: It is toll-free. Senator Burchill?

Senator BURcHILL: I want to refer to a small item on page 21 dealing with
federal assistance towards the cost of icebreaking in the Miramichi.

Dr. Davipson: I can tell you only this, that the Miramichi River is in the
Province of New Brunswick.

Senator HArG: On page 6, under External Affairs, we have “Taxes on
Dipolmatic Properties in the Ottawa Area, $21,000”. That is under Vote le,
Administration, Operation and Maintenance—departmental administration. Why
could not the department have found that out before and put this in the main
Estimates?

Dr. Davipson: It did, but there are additional embassies being opened from
time to time and different properties being purchased. For instance when the
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Austrian Embassy purchased the Southam property in Rockeliffe this ceased to
be a taxable property held by a Canadian citizen and so falls within this
category.

Senator GRoOsART: I want to direct a question to Dr. Davidson regarding
Vote 15e on page 14, which deals with supplementary Estimates to defray the
costs of royal commissions. My question is: What prior spending authority is
required by a royal commission?

Dr. Davipson: I don’t quite understand your question, Senator Grosart.

Senator GROSART: What authority is required prior to spending of money
by a royal commission?

Dr. Davipson: The executive authority of the cabinet decides to establish a
royal commission. It has that authority under, I think, the Public Inquiries Act.
On the establishment of a royal commission provision is made, if this is at a
time when Parliament is not meeting, out of the contingencies fund. This is the
contingencies fund of the Finance department which is a fund established to
deal with contingencies that arise in the course of the year.

Senator GROSART: Mr. Chairman, there is so much noise I cannot hear what
Dr. Davidson is saying.

The CHAIRMAN: I am sorry.

Senator GROSART: I am sorry, I have just learned what the discussion was
about.

Dr. Davipson: This is operated to provide funds to meet unforeseen contin-
gencies, but specific provision for the contingencies must be included at the
earliest opportunity in a supplementary estimate. Funds are provided out of the
contingencies fund to finance the immediate costs of the royal commission, but
any funds that are advanced from that vote and on that basis require a
supplementary estimate to be placed before Parliament and when Parliament
approves the appropriation of the supplementary estimate, that estimate is used
to reimburse the contingencies fund.

Senator GROSART: That does not quite answer my question. Who decides a
particular royal commission can spend $4 million, as we are told one has
recently done?

Dr. Davipson: Parliament.

Senator GROSART: Prior to the spending?

Dr. Davipson: Not entirely, in all cases.

Senator GROSART: So that a royal commission can incur expenditures at
will?

Dr. Davipson: No.

Senator GROSART: Subject only to the subsequent approval by Parliament?

Dr. Davipson: No.

Senator GROSART: Then I come back to my original question: What prior
authority is required before a royal commission can spend money?

Dr. Davipson: Can I make a distinction between what I would call the start
of expenditures and subsequent ones? If a royal commission is announced
tomorrow it does not have to wait until an estimate has been approved by
Parliament before it can make expenditures. It is provided with funds, maybe
only $50,000 or $100,000, by the device of the contingencies vote out of Finance.
It is then necessary to put an item in the supplementary Estimates, and that
item is going to be sufficient to carry the cost of that royal commisssion for the
balance of the fiscal year and to reimburse, in the process, the contingencies
vote for whatever amount of money was advanced as the starting cost. But the
royal commission, like any other tiem for which funds are required, can only be
financed on the basis of parliamentary appropriations.
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Senator HAIG: You have a debtor-creditor relationship. The debtor is the
royal commission so, therefore, he takes money from this contingencies fund to
pay his operating expenses, and you put a supplementary in to reimburse the
contingencies fund.

Dr. DavipsoN: Right. I am sure that what Senator Grosart is thinking about
relates to the contingency vote, and that is really a very small element of the
picture. It may be enough to pay the initial expenses of a few weeks, but the
main financial requirements of royal commissions are provided for in the main
Estimates, as they were in 1965-66, as they were in 1964-65.

Senator LEONARD: For example, in the Royal Commission on Bilingualisr.n
and Biculturalism, in the main Estimates there is an item of $2,485,000 for this
current fiscal year, and also an item in the previous year of $1,971,000.

Senator GROSART: A blank cheque, in other words?
The CHAIRMAN: To the extent of $2,485,000 which Parliament has approved.

Senator ConNoLLy (Ottawa West): How long has this practice been in
existence?

Dr. DavipsoN: I do not know what Senator Grosart means by “blank
cheque.” This is an item that is voted by Parliament in the same way as other
items are authorized, and the royal commission does not, on the basis of that
authority, simply get a cheque issued to it for that amount of money and then
feel completely free to spend it on anything it requires.

Each royal commission is required to submit a budget to the Treasury
Board at Estimates time, and the detail of that budget is examined by Treasury
Board. The board makes an adjustment in the amount of money it considers
proper to ask Parliament to appropriate in the ensuing year. While the special
status of Royal Commissions has to be recognized and Treasury Board cannot
put itself in the position of riding herd on royal commissions to the same extent
they do with an ordinary department of Government, nevertheless the Board
does maintain a degree of supervision over the expenditure of that budget
through the year. I can say to honourable senators that the amount of money
that is in the Main Estimates for 1966-7 for the Royal Commission on Bilingual-
ism and Biculturalism is not the amount of money the royal commission asked
for. There was a reduction made as a result of discussions which took place
between the Treasury Board staff and the royal commission staff.

Senator HA1G: Do royal commissions always come under the Privy Council?

Dr. DavipsoN: They are listed for the Estimates purposes under the Privy
Council.

Senator GROSART: So the basic responsibility for the validity of the total
expenditures made by a royal commission rests with Treasury Board?

Dr. Davipson: I think the Treasury Board and Government have to take
the responsibility for asking Parliament to appropriate this sum of money, as
they do for any other sum of money. Just as in the case of the C.B.C., where a
budget of $100 million is requested, there is no detail given in the Estimates
because this is a crown corporation. I think it is recognized that the status of a
crown corporation in terms of the Government’s responsibility for continuous
day-to-day supervision is somewhat different from the status of an ordinary
department of Government. Nevertheless, the Government has to take the
responsibility, after examining the C.B.C. budget and after it has negotiated
with them, for deciding what the financial requirement of the next year is. The
Government has to take the responsibility for saying to Parliament, “We
recommend that Parliament appropriate these funds for this purpose.” The
same applies, I would submit, in the case of each of the royal commissions.

The CHAIRMAN: Honourable senators, are there any further questions?
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Senator O’LEARY (Antigonish-Guysborough): In the three important votes
we have covered here—

Senator CoNNoOLLY (Ottawa West): The page number, please?

Senator O’LEARY (Antigonish-Guysborough): Well, I will phrase my ques-
tion another way. Can any one municipality proceed at the same time under the
Municipal Development Loan Fund program, the urban development program
and the sewerage program?

Dr. Davipson: Yes. The answer is, “yes.”

Senator O’LEARY (Antigonish-Guysborough): In addition to that, they can
also participate in the municipal winter works program as far as labour costs
are concerned?

Dr. DAvIDSON: Yes.

The CHAIRMAN: Are there any other questions? If there are none, on behalf
of the committee I thank Dr. Davidson for his extremely helpful contribution on
this occasion, as on others.

The committee adjourned.
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ORDER OF REFERENCE

Extract from the Minutes of the Proceedings of the Senate, Thursday,
March 24, 1966. :

“The Honourable Senator Leonard moved, seconded by the Honourable
Senator Farris:

That the Standing Committee on Finance be authorized to examine and
report upon the expenditures proposed by the Estimates laid before Parliament
for the fiscal year ending 31st March, 1967, in advance of the Bills based on the
said Estimates reaching the Senate; and

That the said Committee be empowered to send for persons, papers and
records.

After debate, and—
The question being put on the motion, it was—
Resolved in the affirmative.”
J. F. MacNEILL,

Clerk of the Senate.
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MINUTES OF PROCEEDINGS
THURSDAY, May 5th, 1966.

Pursuant to adjournment and notice the Standing Committee on Finance
met this day at 11.30 a.m.

Present: The Honourable Senators Leonard (Chairman), Aird, Aseltine,
Burchill, Connolly (Halifax North), Crerar, Deschatelets, Flynn, Gershaw,
Grosart, Haig, Hays, Hnatyshyn, Isnor, Kinley, MacKenzie, McKeen, Méthot,
Molson, O’Leary (Antigonish-Guysborough), Rattenbury, Smith (Queens-
Shelburne), Taylor, Thorvaldson, Welch and Yuzyk. (26)

On Motion of the Honourable Senator Taylor it was RESOLVED to report
recommending that authority be granted for the printing of 800 copies in
English and 300 copies in French of the proceedings of the Committee on the
Estimates for the fiscal year ending March 31st, 1967.

The Estimates laid before Parliament for the fiscal year ending March 31st,
1967 were considered.

[ The following witness was heard:
Treasury Board:
Dr. Geo. F. Davidson, Secretary.

On the suggestion of the Honourable Senator Smith (Queens-Shelburne) it
was Agreed to examine the Estimates of the Department of Industry with
particular regard to the item of $10 million for development of employment
opportunities in designated areas and a summary of the activities of the
Atlantic Development Board.

At 12.45 p.m. the Committee adjourned until Thursday, May 12th at 10.00
a.m.

Attest.
Frank A. Jackson,
Clerk of the Committee.
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THE SENATE
STANDING COMMITTEE ON FINANCE
EVIDENCE
OTrTAWA, Thursday, May 5, 1966.

The Standing Committee on Finance, to which was referred the Estimates
laid before Parliament for the fiscal year ending 31st March, 1967, met this day
at 11.30 a.m.

Senator T. D’Arcy Leonard in the Chair.

The CHAIRMAN: Honourable senators, the time has arrived for the proceed-
ings of this meeting to commence. OQur witness today is Dr. George Davidson,
Secretary of the Treasury Board.

The committee agreed that a verbatim report be made of the
committee’s proceedings on the estimates.
The committee agreed to report, recommending authority be granted

for the printing of 800 copies in English and 300 copies in French of the
committee’s proceedings on the Estimates.

The CHAIRMAN: Before calling on Dr. Davidson, I might say this is the first
meeting to deal with the 1966-67 Estimates which were referred to us by order
of the Senate before the Easter recess. It may be that before we hear Dr.
Davidson some members of the committee have some questions or views they
want to put forward with respect to those Estimates and, if so, this would be a
proper occasion for them to do so.

Senator DESCHATELETS: Mr. Chairman, is there any order in which the
departments are to be considered by us?

The CuHARMAN: That is a good question. Of course, in the House of
Commons the Estimates are dealt with department by department, but that has
not been the practice or procedure in the Senate. We have considered the
Estimates, first of all, in general as to total amount, as to their form and
content, as to changes being made in connection with them and as to the
character of expenditures, but not department by department. However, we
have taken certain aspects of departmental expenditures from time to time and
have had the minister or officials of that particular department appear before
us, not in any particular order, but having in mind some subject the members
of the committee felt they would like to discuss. Last year we had the minister
and representatives from Northern Affairs. We also had External Affairs, both
with respect to certain aspects of their work but not as to the detail of
expenditures. Unless there is a desire on the part of the committee to change
the procedure, I think this is the way we would normally carry on.

I have under consideration—and the steering committee has not had a
chance to deal with it yet—our plans with respect to the forthcoming meetings.
One suggestion I throw out is that we might have Dr. Deutsch appear before us
to deal with the question of the overall Government expenditures, federal,
provincial and municipal, with relation to the work of the Economic Council,
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the aspect that the expenditures bear to his work in general, if Dr. Deutsch
feels this is something he would like to do. He is always an excellent witness,
and his work is so important I think it would be a good thing for us to have him
appear before us.

It has been suggested that we consider the bill dealing with the Science
Council that is being set up, and the expenditure of some $350 million, which I
think was the figure given yesterday. This might be an opportune occasion for
this committee to go into the question of those expenditures, having in mind the
provisions of the bill itself. Are there any other questions or comments?

Senator SMITH (Queens-Shelburne): Mr. Chairman, would it be considered
appropriate for us to make some examination of a new federal setup that is now
becoming organized, the effects of which are already becoming apparent but
about which the Estimates are quite sketchy in the information they provide,
there being no details given. I am referring, of course, to the Estimates of the
Department of Industry, and in particular to the item on page 181, the statutory
amount of $10 million which is to provide incentives for the development of
industrial employment opportunities in designated areas in Canada. It strikes
me that it would be worth while for us to examine this, and to have the
Commissioner who looks after the area development agency in at some time to
expose to us what the policies are and what progress is being made, and to
subject himself to examination.

This is a new departure in Government operations, and I think that this is
the time that some kind of an examination should be made of it so that the
public will be aware of the possible benefits, and so that we as a committee can
be made aware of the use of expenditures that are statutory in nature.

While I am on this subject I might mention that I do not recall having read
any particularly worthwhile summary of the activities of the Atlanitc Develop-
ment Board. This is also a new kind of operation. Although the legislation itself
goes back some years, the Board’s operations did not commence until the last
few years, and it has made some very large expenditures. The operations of the
Atlantic Development Board should be examined in some detail so that those of
us who have a particular interest in them will have information on which to
base a judgment as to whether they are proceeding in the right direction. Both
these subjects should be examined so that we may report with respect to them
to the Senate.

The- CHAIRMAN: Thank you, Senator Smith. It is this kind of suggestion
that is very helpful. If any other senator has a suggestion along the same line
perhaps he could make it known, and we shall try to obtain the evidence and
information that is desired. If there is no other comment on Senator Smith’s sug-
gestion I take it that it is in order for us to proceed to carry it out, and arrange
for the witnesses.

Senator IsNoR: I think it is a very good suggestion.

The CHAIRMAN: Thank you. Of course, any other such suggestion can be
brought up at any time.

Dr. Davidson is now with us. We are very pleased to have you back, Dr.
Davidson, and are looking forward to your helping us as you have in the past. I
will ask you to proceed in your own manner and time. You know, of course,
that the Estimates have been referred to us, and in the past you have been our
first witness and have given us a general picture of the Estimates under
consideration. Would you mind carrying on?
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Dr. George F. Davidson, Secretary of the Treasury Board: Thank you, Mr.
Chairman. I offer my apologies to the committee for, through circumstances
beyond my control, keeping it waiting. I was called down to the other end of
the hall on a certain matter just at the time I was supposed to be taking my
seat before you.

As the chairman has said, this is really the first opportunity that has been
afforded Members of Parliament in either house to look at the Estimates that
have been tabled for 1966-67. These estimates were tabled on February 18 last,
and they have been subjected so far to two supply motions in the other place
which have resulted in the referral of the Estimates of a significant number of
departments to the special committees of the house which have this year for the
first time begun to function in the examination of departmental estimates.
There are still some departments whose estimates have not yet got into supply
in the other house.

The procedure of the Senate, as I understand it, is to refer the Estimates
when they are received to the Standing Committee on Finance of the Senate,
and to receive from me initially a general presentation, after which the
members of the committee are free to call upon what I might refer to as
departmental witnesses to give the detailed information that the committee
wishes to have on specific matters not contained in the Estimates.

I should like to make it quite clear—and this is not an excess of modesty on
my part—that I am not in a position to answer detailed questions about
individual departments and their requirements as set out in the main Estimates.
Even if I were in a position to carry all that information around I do not think
it would be proper for me to put myself in the position of defending estimates
that are in fact estimates of individual departments. The committee can obtain a
far better explanation from the deputy ministers of the departments concerned,
or from the appropriate officials, than I could ever hope to give. Consequently,
my purpose this morning is to give you an overall picture of the size and shape
of the Estimates and expenditures proposed for 1966-67, and to mention a
number of significant features of the Estimates as a whole, as I see them

Following your suggestion to me on the telephone, Mr. Chairman, I would
also say, in the time available, a few additional words on what has been done
with respect to the implementation of the recommendations of the Glassco
Commission in the interval since I last appeared before the committee.

Members of the committee have all received printed copies of the Esti-
mates. To summarize briefly the position that is outlined in these estimates,
there are requests from the various departments and agencies of government
for appropriations covering the year 1966-67 totalling almost $8 billion. For the
record, the exact total is $7,950,459,478. This compares with amounts that were
appropriated in 1965-66 of $7,999,500,000 in round figures.

On the face of it we are asking in the main Estimates this year for some
$50 million less than was appropriated by Parliament for all purposes last year.
But, to suggest that those two figures represent a valid statement of the position
would be going much too far, because the total appropriations last year included
not only the main Estimates for 1965-66 but also Supplementary Estimates (B),
(C), (D) and (E) which were presented for parliamentary approval from time
to time, and which brought the total up to $7,999,500,000. It is to be anticipated
that there will be supplementary estimates this year to be added to the
$7,950,000,000-0dd that is being requested. In order to obtain a true comparison
one would have to include in addition to the amount set out in the main
Estimates some provision for what will be the requirements of supplementary
estimates in the year just beginning. In fact, we are at the moment, Mr.
Chairman, in the process of calling on departments to present their first
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supplementary Estimates requirements for 1966-67, and will expect to present
to the two Houses of Parliament in the course of the month of June our first set
of supplementary Estimates.

Senator CRERAR: May I ask a question, Mr. Chairman.
The CHAIRMAN: Yes.

Senator CRERAR: I think the original conception of the supplementary
Estimates was that they were to cover expenditures that could not be foreseen
when the main Estimates were presented to Parliament at the beginning of the
session. That was made a strict rule, and only things that could be justified as
being unable to be foreseen should be in the supplementary Estimates.

As I recall, Estimates went into the Treasury Board by November, and
Treasury Board would cut them down, and a habit developed in some depart-
ments of drafting their Estimates in the expectation that a cut would follow.

I recall a row which I had at one time with the Minister of Finance, and
when my estimates were presented they had to be cut down by “X” dollars. I
pointed out that we had cut ours to the bone, and that I did not intend to cut
them any further.

I do not know whether it is the practice to submit Estimates in such a way
as that, that it is known that they will be cut down; but what I want to point
out at the moment is that supplementary Estimates are intended to cover, or
were intended to cover, only items that could not be foreseen.

The supplementary Estimates submitted for 1965—I believe there were
three or four batches of them—totalled more than the total Estimates of 30 years
ago. The interesting question to me is how is this happening? I hope, Mr.
Chairman, you will forgive the interruption.

The CHAIRMAN: Yes. I think Dr. Davidson has an answer.

Dr. DavipsoN: Mr. Chairman, may I say to Senator Crerar in response to
his question that the same thing does happen today regularly. Senator Hays,
and Senator Deschatelets, and anyone who has ever held a Cabinet portfolio can
tell you that they have a speech that they have recorded which has a striking
resemblance to the one Senator Crerar has given; and that without exception
ministers come to the Treasury Board and state that they have cut their
Estimates to the absolute bone; and each minister says invariably that while it
may be possible for other departments to make cuts, it is not possible in his
departmpnt.

Due weight is given to the assertions of ministers by the Treasury Board,
but they are not all accepted with the same degree of unreserved credulity.

You asked the question, Senator Crerar, if the supplementary Estimates are
not supposed to be limited to those items which were unforeseen at the time the
main Estimates were presented. I think my answer to that, sir, would be that
while that is basically the purpose of the supplementary Estimates, it is not
their only purpose. There are two other kinds of items that I think can with
some logic be argued as being properly in the supplementary Estimates. For
example, our main Estimates have to be closed off at some point in time, and
this comes around November and December. The processes of Government
being continuous, one cannot assume that all of the decisions in respect to the
next year and a half that have to be made will be made by the date when those
Estimates have to be closed.

Treasury Board has always followed the policy that they will not include
an item in next year’s Estimates, that is, in the printed next year’s Estimates,
that may be in the process of being decided by the Government—even where the
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handwriting is on the wall, where anybody with the ability to foresee probabili-
ties knows perfectly well that the decision is likely to be that the Government
will go ahead with the program that is being proposed. Even under these
circumstances Treasury Board as a matter of principle will not include in the
main Estimates for the year ahead anything where a firm and final decision has
not been taken by the Government prior to the date that those Estimates must
be closed. There are a great many items that the departments bring to the
Treasury Board and say, “we would like to include this in the main Estimates,”
even though the final policy decisions may not yet have been taken by Cabinet.
The Treasury Board takes the position that if an item has not been given final
approval by Cabinet it cannot be included in the Estimates presented to
Parliament.

Senator CRERAR: May I make an observation there. The fault in that case
lies with the Cabinet. The Cabinet should know before the end of the year what
its new proposals may be. Conditions have not changed so much that they are
not able to do that. After all, Mr. Chairman, human nature has not changed so
much since Moses enacted the laws on Mount Sinai a few thousand years ago.

A good illustration is Canadian National Railways. That is not included in
the main Estimates, but the Canadian National should be required to make an
estimate of what it is expected its deficit will be.

Dr. Davipson: I was coming to that, Mr. Chairman. I was going to go on to
say that there is another kind of item which appears traditionally in the
supplementary Estimates. Those are items which it cannot be said are unfore-
seeable, because the Canadian National Railways deficit is foreseeable. Nor
could anyone say that the amounts required at the year end for reimbursement
of expenditures made under Agricultural Support Board programs are not
foreseeable, because in fact history has shown that we can expect annually to
reimburse, for example, the C.N.R., the C.M.H.C. and Government departments,
for certain programs they carry out.

The answer here I think is that governments are reluctant to anticipate a
C.N.R. deficit each year, the exact amount of which they cannot predict with
accuracy. They are always hoping that a year will come, let us say, in which
there will be no requirement of a supplementary amount. We have our choice
here. It seems to me that we can do one of two things. We can either calculate
an amount which we put in the main Estimates and say we expect that the
Agricultural Prices Support Board, for example, will require at a minimum $35
million before the year is out and therefore we will put this in the main estimates
and do the same with the C.N.R. deficit, and this will reduce, Senator Crerar, the
numbers of dollars that one has to come back and ask Parliament for in the
supplementary Estimates. But it certainly will not reduce the requirement to
come back to Parliament at the end of the year for the precise amount of
dollars that in fact the C.N.R. requires to balance its books for their fiscal year
just closed. We will never be able to guess with complete accuracy the exact
amount that will be required.

For my part, I think it would make reasonably good sense to put the main
requirement of the Agricultural Prices Support Board, as we anticipate it to be,
in the main Estimates, and then come along at the end of the year,
when we know the precise amount, and ask for three or four million dollars,
whatever the exact amount of money may be, that the Agricultural Prices
Support Board may still require, in addition to what was in the main Estimates.

My point is that this is not going to do away with supplementary
Estimates; it is only going to shift a larger number of dollars into the main
Estimates, and reserve for the supplementary Estimates what you might call the
residual amounts involved in these items.
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The Minister of Finance in his budget statement each year, does make an
expenditure forecast. He presents to the house, at the time of presenting his
budget, a forecast of what he thinks it is likely that the Government will in fact
spend in the course of the fiscal year ahead. It may be of interest to you to
know that in Mr. Sharp’s budget speech on March 29 he forecast an expendi~
ture, including all supplementary items that can be foreseen for the year ahead, "
of $8,450,000,000 for 1966-67.

Senator CRERAR: That is exclusive of Old Age Security?

Dr. DavipsoN: These figures are all exclusive of Old Age Security. I am
talking of budgetary expenditure. Old Age Security is non-budgetary expendi-
ture. Mr. Sharp’s figure of $8,450,000,000 is an estimate of the actual expendi-
tures that are likely to be made, including the expenditures which will have to
be covered by the supplementary Estimates which have not yet been placed
before Parliament. That figure is $500 million, Mr. Chairman, more than the
total of the Estimates that we are now considering in this committee.

Senator MoLsoN: May I ask what the total of the supplementary Estimates
was last year? I have forgotten the figure.

Dr. DavipsoN: The total last year was almost exactly $600 million, senator
Molson. The main Estimates last year were presented at a figure of $7,399.7
million, and we had almost exactly $600 million in the course of the year in
supplementary Estimates.

The CHAIRMAN: Dr. Davidson, it seems to me that when the same point
arose last year, you made some reference to the percentage figures that the
supplementaries bore to the main Estimates. Do you recall whether they have
gone up or whether they remain about the same percentage.

Dr. DAvVIDSON: My recollection, Mr. Chairman, is that I asserted that the
percentage remains reasonably constant through the years. This is borne out by
the fact that the table I have in front of me here, for example, shows that in
1963-64 the main Estimates were $6.3 billion and the final total of mains and
supplementaires was $6,860 billion. In 1964-65, the main Estimates were $6.7
billion and the final total was $7.170 billion. In 1965-66 the main Estimates were
$7.399 billion and the final was $7.999 billion.

We have, therefore, a pattern which shows that between 5 per cent and 10
per cent of the Estimates presented originally as main Estimates—an amount
equivalent to 5 to 10 per cent of that amount, is usually required to finance the
supplementary requirements of the Government through the balance of the
year.

Senator ISNOR: This year, the Minister of Finance is estimating 3 per cent
less for supplementaries than last year. He estimated 8 per cent last year and 5
per cent this year.

Dr. Davipson: I do not want to complicate life for you, Senator Isnor, but
the figure I gave of $8,450,000,000 is the expenditure forecast. This is the
Minister of Finance’s estimate as to the number of dollars that will actually be
spent. I have to add that the total of the supplementary Estimates that
Parliament will be asked to vote will of course be larger than that, because each
one of these votes may lapse a certain amount, and the total of main and
supplementary Estimates is usually in fact $100 million or $150 million higher
than the amount of dollars actually spent, because of what is called lapsing,
non-expenditure.
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Senator IsNoR: You gave us a figure of $8,450,000,000 estimated.

Dr. Davipson: I spoke of the difference between the main Estimates as
presented now and the expenditure forecast. Do you see the difference?

Senator IsNOR: Dr. Davidson, do you keep an account of each department’s
. Estimates plus the supplementary Estimates, showing which department is the
soundest, perhaps, in its business admlnlstratlon"

Dr. DavipsoN: We have records that show this, yes. I am not sure that it
invariably follows that because a department does not require supplementary
Estimates it is necessarily the soundest in its business administration. You may
have a department that has a program that it budgets for and that it has found
in the course of the year that it is incapable of carrying out; therefore you may
have lapses from the original amount requested, which really arises from the
inefficiency of the department and its inability to carry out the plans that it has
asked to have approved and that it has had approved. Therefore, I would
caution a little against the proposition that the departments which ask for
supplementary Estimates are necessarily the bad managers and that the depart-
ments which live within their Estimates are necessarily the good managers.

Senator IsNor: Yes. I was thinking about something expressed by Senator
Crerar in regard to some of the departments; the officials use the term ‘“padding
their accounts” with a view to showing a surplus at the end of the year, instead
of bringing forward supplementaries?

Dr. Davipson: I could not seriously contend that that was a characteristic of
any -one department more than any other, Mr. Chairman. This changes with
individuals. It changes with individual ministers, it changes with individual
deputies. There are also within each department wide variations between those
who really are very scrupulous in their attempts to estimate accurately, and
those who are not as careful. It varies also in accordance with the nature of the
program. It is no virtue, for example, for me to be able to say that, when I was
in the Department of Health and Welfare I could estimate very accurately
indeed the amount of money I actually required for family allowances, Old Age
Security, Old Age Assistance, Blind Pensions and so on. There was a clear
record of experience there, and it is possible by reference to known birth rates,
age distribution of population, and so on, to arrive at an extremely high degree
of accuracy in making calculations of that kind.

On the other hand, if you are embarking on a brand new program and no
one knows what its dimensions or implications are going to be—and you do not
always know that when governments decide to embark on the program—then it
is next to impossible for the most conscientious person to estimate what the
requirement really is.

In many of those programs, too, the rate of expenditure is dependent on
forces and agencies outside of the Government of Canada.

I instance the Municipal Development and Loan Fund, where the real pace
of the expenditure here is dependent on what the municipalities do. We have
consistently overestimated in the case of the Municipal Development Board
what our payout would be, because we assumed that projects would be
developed by the municipalities and submitted to us, and that the loan amounts
would be drawn down and forgiveness obtained on the 25 per cent, at a much
faster pace than in fact turned out to be the case.

There are also programs like the one developed last year for assistance to
the industries and the groups of employees who were dislocated because of the
automotive agreement with the U.S.A. Certain amounts were asked of Parlia-
ment to provide assurance that industries which suffered, and groups of
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employees who suffered, would be protected. There has been far less in the way
of utilization of that, than the Estimates a year ago contemplated. I would have
to say that I do not think that the department which made these estimates
under these circumstances should be criticized for having made an estimate
which was far in excess of what was, in fact, required.

Senator AI1rD: I would like to refer to your point, Senator Crerar, and ask
the witness why we have got away from the true meaning of the word
‘“estimate” in its original sense. It seems to me that the Minister of Finance is
able to forecast his figure and that there is a discrepancy in thinking if we
cannot come up with an equivalent estimate under various departments in the
overall total. I notice that you said that for your part you would prefer this
course. Who decides that we should move away from truly estimating what this
country is going to spend in the forthcoming year? I don’t really understand
why there should be an element of surprise in supplementary Estimates. At the
present time the Minister of Finance says this is to be the total expenditure.
Well, why not include that in the main Estimates and have the supplementary
Estimates come along later in their true nature.

Dr. Davipson: What I said was that so far as I was concerned I would have
no objection, in fact I would like to see in the case of the C.N.R. deficit, for
example, or the Agricultural Prices Support Board item, an attempt made to
provide for most of that item in the main Estimates and pick up the remainder
at the tag end of the year when we know what it really amounts to. However,
when you say that we have got away from the original concept or the correct
concept of the main Estimates, I don’t think, with respect, that that is quite a
correct statement. What these amounts of money represent are the sums of
money that the Government is asking Parliament to appropriate for specific
purposes, and each one of them is a package in itself. It is one thing to make
such provision, package by package, in 265 or 365 separate items which cannot
be interchanged and to ask Parliament to vote money piecemeal for all these
different items represented by votes in the book of Estimates. But it is quite
another thing for the officials of the Department of Finance to assess, in the
light of past experience and history, and the known plusses and minusses and
the law of probabilities, what is likely to be the total expenditure before the
year is out. This last is a much easier thing to estimate in fact, but the
individual votes we are considering now require individual estimates.

If you look at the experience of the last two years you will find that the
Minister of Finance (Mr. Gordon), was able to estimate in 1964-65,—at the
beginning of the year, April 1964—that the total expenditure of the Government
for the year ahead would be $7,155 million. In fact it turned out to be $7,217
million. He was within less than one per cent of the mark, which is pretty good
estimating, in my opinion. The same happened this last year. Mr. Gordon at the
beginning of the year, in April 1965, forecast an expenditure of $7,650 million,
and in the event he came within—we don’t know yet what the final figure is, but
the estimated expenditure for the whole year as stated in Mr. Sharp’s budget
speech on March 29 was within $34 million of that. That is again less than
one-half of one per cent off the mark. But that kind of a global forecast is much
easier than to estimate accurately the amount required for each of these several
hundred votes, because in each of these votes it is inevitable that some
allowance must be made for the fact that there may be some variation. It is
inevitable therefore that the total of the individual votes each one of which has
to be estimated separately will be greater than the total amount you will be
able to spend in the course of the year.

Now if Parliament were prepared to vote a lump sum of $8,450 million,
which is the figure mentioned by the Minister of Finance that is going to be
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spent next year, and if that money is to be put in one huge vote so that all
requirements of all departments could be taken out of that, then I assure you
this would be a very convenient way of operating from the point of view of the
departments. We could, in fact, ask for less money than the total of the main
and supplementary Estimates will amount to. But Parliament in its wisdom, and
I think rightly, says, “No, we must exercise a closer measure of control than
that,” and refuses to give a blank cheque through a single lump sum vote in the
Estimates, they insist rather that they are going to give specific amounts for
specific purposes and control the patterns of expenditure in that way.

Senator A1rp: Thank you for the answer. I appreciated it. I did not mean to
suggest that there should be a blank cheque. My point is I think you could
probably get closer to the expenditure you really think is going to occur.

Dr. DavipsoN: Yes, but remember this—at the risk of entering into an
argument with Senator Aird I would like to ask you to remember this—the
Minister of Finance did not say what was in that $8,450 million estimate of his.
The Minister of Finance in making that calculation included certain items of
expenditure which he anticipates will occur and on which he and his colleagues
will be deciding in the course of the year ahead, but on which Government
policy was not at the stage where it could be announced specifically. In the
months of November and December when the Estimates go to print we are
asked to commit ourselves in detail as to what the Government policy is on each
of these items, where we know what the amounts will be—with the exception of
the CNR deficit and a few others which I have already commented on. But there
are many items where Government policy at that time is not known and where
the Government makes a decision which can only be included in the supple-
mentary Estimates sometime through the year, or alternatively postponed for
an entire year.

Senator IsNOR: What would be wrong with the minister announcing that
where, for example, the total is expected to be $8,500 million, the total
expenditures would be in the region of $8,900 million—what would be wrong
with that?

Dr. DavipsoN: Can I mention the correct figures first? The main Estimates
are $7,950 million. Add $500 million to that and the Minister of Finance’s
expenditure forecast—$8,450 million. You ask what is wrong with the Minister of
Finance announcing that. The answer is that nothing is wrong with it. That is, in
fact, exactly what the Minister of Finance did on March 29th in his budget
speech. But the minister when making a budget speech is not asking Parliament
to appropriate $8,450 million. He is merely giving the Members of Parliament
his forecast of what he thinks will be required in dollars so that he can set out
opposite to that his forecast of what will be required in revenue tax income, it
is on the basis of these two estimates that he presents his budget. It would be
wholly unrealistic for the Minister of Finance to get up in his place and present
a Budget speech in which, while knowing that inevitably in the course of the
year $500 million is going to be required in addition to the main Estimates, he
were to accept the figure in the main Estimates for the purpose of establishing
the full year’s balance between revenues and expenditures.

Certainly I think it is correct to state that so far as it is possible to
anticipate the firm requirements of the Government of Canada for the year
ahead in the month of November of the preceding year—so far as it is possible to
ant?cipate do so, they should, as a matter of principle, appear in the main
Est_lmates. On the basis of this logic, one should, I agree, include a figure in the
main Estimates to provide for what is a conservative estimate of, for example,
the CNR deficit or a conservative estimate of the deficit of the Agricultural
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Prices Support Board and anything else that is foreseeable. However, it would
be wrong, I suggest, for the Government to ask Parliament in the Main
Estimates to appropriate money for things that it had not yet made up its mind
about, or to put Parliament in a position where it was being asked to authorize
$20 million to be spent on a “maybe” program where the Government could
come and say, “We have not decided whether we will do this or not, but we
want you to vote this money in case in the course of the year we come to a
conclusion on it.” I think all members of the committee agree this would be an
incorrect course of action.

Senator CRERAR: On that point, Dr. Davidson, would not it be a good idea to
say to a department, “Well, you have not made up your mind whether you want
this expenditure or not. We will put it over until next year.”?

Dr. Davipson: Well, sir, this depends on your view of how Government
operates. If Government is thought of as a “start and stop” exercise, and that
there is only one time in the year when the Government makes up its mind on
anything, and if it is not done then it has to wait for a year from now, I can
assure you that from the point of view of Treasury Board this would be a
wonderful arrangement; but Government is a much more dynamic process than
that, I suggest. Out of every cabinet meeting come policy decisions, and in the
course of the year those policy decisions either have to be implemented or put
on the shelf. I am not saying this about emergency situations only, which have
clearly to be provided for by supplementaries, it applies equally in my view to
basic policy decisions where legislation may be planned but one does not know
what the timetable on legislation will be. These are requirements which, I
suggest, it is not possible or proper to anticipate and include in the main
Estimates because at the time the main Estimates have to be closed the basic
decision has not been made. It would be equally wrong, I suggest, to take the
arbitrary position that because Government has not decided on a program up
until, let us say, the 30th day of November, no new policy requiring the
expenditure of money can be considered until a year later.

Senator CRERAR: I will give you an illustration. For instance, we have had
the danger of flooding in the Red River Valley in Winnipeg. There was a large
expenditure incurred building dykes and removing them, and various other
expenses. The first thing Mr. Roblin does is to come to Ottawa and say, ‘“Now,
what part of this expense are you prepared to carry?” I think they have given
us some understanding the federal Government would pay 75 per cent. I think
that is a proposal that should have waited until the accurate estimates were
finally secured. But everyone gets this comfortable idea that Ottawa is a very
rich place, and, of course, I am bound to say—

Dr. DAvIDSON: It is!

Senator CRERAR: —developments rather encourage that expectation. All I am
trying to point out, Mr. Chairman, is that this appear to me to be a pretty
sloppy way of spending the taxpayers’ money.

One other observation. We are under the influence a good deal today in
public finance of what are known as the Keynesian theories of public finance.
One of the theories of John Maynard Keynes was this: in good times budget for
surpluses, when your economy is buoyant, build up surpluses; when times swing
back, then we are prepared to incur deficits, if necessary, in order to keep your
economy going. We have reached this ridiculous application of these theones
that we have never had a period in our history when the economy ‘was so
buoyant as it has been in the last three of four years and every year we are
running a deficit.
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I raise this question not for you, Dr. Davidson, because I am not gsking you
to pass an opinion on this, but I am raising it for the consideration gf the
Chairman of the committee. If this goes on, what happens? We run into a
depression, and we then have to budget for real deficits, and where in tl_xe end is
this going to land us? These are matters I think, Mr. Chai;*man, if I can
modestly suggest it, should receive the consideration of the committee.

The CHAIRMAN: This is not a question for Dr. Davidson, but this is the kipd
of question I had in mind we might discuss with Dr. Deutsch when we have him
appear before the committee.

Senator CRERAR: One other question I was going to ask you. We appro-
priated last year in all categories of expenditure something over $9 billion
—supplementaries and Main Estimates, including Old Age Security. This idea
that is collected by a different tax is merely a fiction. I have not been paying
much attention to this thing, but since I arrived here a few days ago I have been
looking into it. What is the total amount required this year for Old Age
Security? The previous year’s is not in that; at least, I could not find it. There
are many others, but the Old Age Security is not included in this.

Dr. Davipson: On the table, the general summary table shown at the front
of the Blue Book of Estimates, Mr. Chairman, on page 5, there is a total shown
of $1,035,000,000 for Old Age Security.

Senator CRERAR: May I offer this suggestion, Dr. Davidson? Would it not
have been useful for mémbers if that item of $1,035,000,000—that is the figure?

Dr. Davipson: Yes.

Senator CRERAR: —had been a notation on the bottom of the summary of
expenditures of that amount?

Dr. DavipsoN: That is exactly where it is.

Senator CRERAR: Yes, but this sheet is a very useful sheet; this summary on
the back of the Estimate books is a very useful summary, but I notice this year
that the amount required for Old Age Security is not included—at least, I could
not find it on the summary.

Dr. Davipson: No, I do not think it is on that sheet; and, with respect, sir, I
would have to say that this table at the back is there for a very specific purpose,
and I think it would get us into some difficulty if we began to load on to this
table a lot of things which, in my judgment, at least, with respect, do not
belong there.

The purpose of this table is to take the amount of money that Parliament is
being asked to vote in the Main Estimates under different headings and to break

it down by the standard objects of expenditure which apply to each of the
items to be voted.

It would certainly distort the purposes for which this table was prepared if
we were to begin to introduce into this table non-budgetary items, in the first
place; and, secondly, items which cannot be broken down on the basis of standard
objects of expenditure because those do not apply to such items as Old Age
Security expenditures.

This is why, frankly, it does not seem to me it makes too much difference
where the information is presented. There is at the front of the Blue Book of
Estimates every year—and this has been going on, I believe, ever since 1952,
when Old Age Security was first introduced—a general summary table which

summarizes, department by department, the amount to be voted each year, the
23699—2
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amount authorized by statute, the total for 1966-67 compared to the total for
1965-66, the increase or the decrease for each department. At the bottom of the
table we invariably show the estimated expenditure from the Old Age Security
Fund which is not included above, because it is not a budgetary item and it is
not required to be voted by Parliament.

Senator CRERAR: I get your point. What page is that?
Dr. DavipsoN: It is on pages 4 and 5.

Senator CRERAR: Why not put this on this summary of expenditures? I do
not agree with your argument. The whole purpose of that was to enable
Members of Parliament to have in capsule form the whole expenditures.

Dr. DavipsoN: The budgetary expenditures.
Senator CRERAR: Were those not included last year?
Dr. DavipsoN: No, sir.

Senator SMITH (Queens-Shelburne): Mr. Chairman, may I say something
at this point? Is not Senator Crerar’s criticism really directed to the fact that in
the Estimates of the Department of National Health and Welfare there is a
number of statutory items such as family allowance and old age security
payments. I think that that perhaps is what the senator is looking for.

Dr. DavipsoN: Mr. Chairman, I have to say that this arises from a decision
of Parliament, which is not for me to question. Parliament decided, for
example, that family and youth allowance payments would be a charge on the
consolidated revenue fund, but Parliament also decided that the old age security
program would be financed through a special set of taxes and out of a special
fund, and that it was to be handled as a non-budgetary item of expenditure. If
Parliament had decided that it should be budgeted for on a statutory basis we
would certainly include it as a statutory item in the Estimates, and we would be
showing it on this table. But, this is something quite different. If we were to
include the old age security payments in this table we would have to include all
other non-budgetary expenditures. While this might be a good thing, if you could
get a sheet big enough on which to do it, it would distort the purpose for which
this table was originally created, namely, to show a breakdown of the estimates
which Parliament is being asked to vote, by standard objects of expenditure.
The notation under the heading on this summary sheet at the back of the Blue
Book is:

This is a broad classification by classes of expenditure which are
grouped into what have been adopted as Standard Objects of Expendi-
ture and Special Categories. The Standard Objects include types of
expenditure which are in many instances shown in the details of the
Estimates under more informative titles.

This is a supplement to the information that is included in the Estimates
themselves, and I think for us to begin to introduce into this summary items
which are not part of the main Estimates would certainly change its nature and
purpose.

The CHAIRMAN: I might say, Senator Crerar, that in our report we do pick
up such things as the old age pension payments, and give a total of the overall
expenditures which include such payments as well as the Estimates themselves.

Senator CRERAR: The total amount exclusive of old age security payments
you said would be $8 billion-odd?
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Dr. Davipson: $7.950 billion in the main Estimates, plus some amount still
to be determined for the supplementary Estimates.

Senator CRERAR: Then, to get a picture of the total amount of spending you
have to add in the old age security payments?

Dr. DavipsoN: And the unemployment insurance payments and other
non-budgetary payments—you could go on and on. You are concerned with one
item, Senator Crerar. I think my point is that I see no more and no less
justification for including on the summary sheet that particular item than I do
for including the unemployment insurance payments.

Senator CRERAR: Are there any other items excluded from the budgetary
expenditures than the old age pension payments?

Dr. DAvVIDSON: Yes, there are other non-budgetary expenditures.

Senator CRERAR: Answer me another question. Last year we voted X
dollars—I have forgotten what the figure was—in the main Estimates exclusive of
the old age security payments, which are climbing up every year. Was that
amount underspent? Did the departments spend all the money that was voted
for them?

Dr. DAVIDSON: Oh, no.
Senator CRERAR: How much was saved?

Dr. Davipson: I would have to get that figure for you, but there is always
under-expenditure in certain individual votes.

Senator CRERAR: I know that in my day I frequently found in the
department I was responsible for that when we came close to the end of the
fiscal year and there were some appropriations left they tried to find ways of
spending the money so that it would not affect their estimates for the following
year. You have run across that too?

" .Dr. DAvipsoN: Senator, all the devices you invented while you were a
minister are still being practised.

Senator KINLEY: Mr. Chairman, may I ask a question? What is the function
of the Treasury Board in regard to the estimates? Does the Treasury Board
have any authority over the estimates?

Dr. Davipson: The Treasury Board is the committee of cabinet that reviews
the requests of the different departments.

Senator KINLEY: The estimates or the expenditures?
Dr. Davipson: The estimates.

Senator KINLEY: Have you any authority over them?
Dr. DAvIDSON: Over the estimates?

Senator KINLEY: Yes.

Dr. Davipson: Yes.

Senator KINLEY: You cannot stop an estimate, can you?
Dr. DAvIDSON: Yes, the Treasury Board can refuse—

Senator KINLEY: What about expenditures?
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Dr. DavipsoN: The Treasury Board can refuse to include in the printed
estimates an item, or part of an item, that a department says it would like to
have.

Senator KiNLEY: That is good. I am pleased to hear that.
Dr. DavipsoN: And we do it. We do it regularly.
Senator KINLEY: And have you the last word?

Dr. DAavipsoN: Yes, unless the minister chooses to take the decision of the
board to cabinet, and cabinet overrules the board.

Senator KINLEY: The cabinet can overrule the Treasury Board?

Dr. Davipson: Yes, under the Financial Administration Act every decision
of the Treasury Board is subject to cabinet reversal.

Senator KINLEY: And your main function is to prevent expenditures that
you do not think are justified?

Dr. DavipsoN: That is correct. May I make it clear, Senator Kinley, that
when I talk of the Treasury Board I am not talking of myself and other civil
servants. I am talking about the ministers who form the comm1ttee of the
Queen’s Privy Council which is given this responsibility.

Senator KINLEY: Then, you said there was competition between ministers in
respect of estimates in cases where there is to be some reduction. Therefore,
your committee is a committee that can help correct that situation?

Dr. DAvipsoN: Yes.
Senator KiNLEY: The Treasury Board is a safeguard.
Dr. Davipson: Yes, we hope it is.

The CHAIRMAN: Honourable senators, it is apparent that we shall have to
adjourn at this time, and it is also apparent that we shall have to call upon Dr.
Davidson’s kindness again, and ask him to come back to us on some future
occasion, because there are other aspects of the Estimates in general in respect
to which he would be the proper witness. I know he is not going to be available
for a little while, at any rate, so for the time being we shall adjourn, thanking
him for what he has told us today.

I suggest. that our next meeting be held next Thursday morning, depending
upon who is available to deal with the matters before us. Notice of the meeting
will be sent, of course, to all members. If there is nothing further to be said on
this occasion, the meeting is adjourned.

The committee adjourned.
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ORDERS OF REFERENCE

Extract from the Minutes of the Proceedings of the Senate, Thursday,
’ March 24, 1966: '
“The Honourable Senator Leonard moved, seconded by the Honourable
~ Senator Farris:

That the Standing Committee on Finance be authorized to examine and
report upon the expenditures proposed by the Estimates laid before Parliament
. for the fiscal year ending 31st March, 1967, in advance of the Bills based on the
said Estimates reaching the Senate; and

; That the said Committee be empowered to send for persons, papers and
~ records.

After debate, and—

The question being put on the motion, it was—

Resolved in the affirmative.”

! Extract from the Minutes of the Proceedings of the Senate, Thursday, May

5, 1966:

“Pursuant to the Order of the day, the Senate resumed the debate on the

. motion of the Honourable Senator Hugessen, seconded by the Honourable
~ Senator Leonard, for the second reading of the Bill C-149, intituled: “An Act to
provide for the establishment of a Science Council of Canada

‘ After debate, and—

The question being put on the motion, it was—

Resolved in the affirmative.

The Bill was then read the second time.

' The Honourable Senator Hugessen moved, seconded by the Honourable

]S;nator Leonard, that the Bill be referred to the Standing Committee on
inance.

The question being put on the motion, it was—
Resolved in the affirmative.”

il‘ Extract from the Minutes of the Proceedings of the Senate, Monday, May 9,
1966:

i “Pursuant to the Order of the Day, the Honourable Senator Hugessen

’i moved, -seconded by the Honourable Senator Roebuck, that the Bill C-150,
“intituled: “An Act to amend the Research Council Act”, be read the second time.
After debate, and—
The question being put on the motion, it was—
Resolved in the affirmative.
The Bill was then read the second time.

The Honourable Senator Hugessen moved, seconded by the Honourable
Senator Roebuck, that the Bill be referred to the Standing Committee on
Finance.

The question being put on the motion, it was—

Resolved in the affirmative.”

J. F. MacNEILL,
Clerk of the Senate.
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MINUTES OF PROCEEDINGS

THURSDAY, May 12, 1966.

Pursuant to adjournment and notice the Standing Committee on Finance
met this day at 10.00 a.m.

Present: The Honourable Senators Leonard (Chairman), Aird, Aseltine,
Beaubien (Bedford), Crerar, Deschatelets, Flynn, Gershaw, Grosart, Haig,
Hnatyshyn, Isnor, Kinley, McKeen, Methot, O'Leary (Antigonish-Guysbor-
~ ough), Pouliot, Smith (Queens-Shelburne), Taylor, Thorvaldson and Yuzyk.
(21)

In attendance: R. J. Batt, Assistant Law Clerk and Parliamentary Counsel
and Chief, Senate Committees Branch.

The Estimates laid before Parliament for the fiscal year ending March 31,

1967, were further examined with particular reference to Bills C-149 and
C-150.

Bill C-150, “An Act to amend the Research Council Act”, was read and
examined, clause by clause.

The following witnesses were heard:

NATIONAL RESEARCH COUNCIL:

Dr. B. G. Ballard, President.
F. R. Charles, General Counsel.

PRIVY COUNCIL OFFICE:
F. A. Milligan, Assistant Secretary to the cabinet.

After discussion, all clauses of the said Bill were Carried with the exception
of clauses 3, 4, 9, 10 and 11.

It was Agreed that the proceedings on Bill C-150 be printed.

Bill C-149, “An Act to provide for the establishment of a Science Council of
Canada”, was read and examined.

The following witnesses were heard:

PRIVY COUNCIL OFFICE:
Dr. F. A. Forward, Director, Science Secretariat.

NATIONAL RESEARCH COUNCIL:

Dr. B. G. Ballard, President.

It was Agreed that the proceedings on Bill C-149 be printed.

On Motion of the Honourable Senator Sullivan it was Resolved to report
the said Bill without amendment.

At 12.15 p.m. the Committee adjourned to the call of the Chair.

Attest.

Frank A. Jackson,
Clerk of the Committee.
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REPORT OF THE COMMITTEE

L\ £ 8
! THURSDAY, 12th May, 1966.

The Standmg Comrmttee on Finance to which was referred the Bill C-149
intituled: “An Act to provide for the establishment of a ‘Science Council of
Canada”, has in obedience to the order of reference of 5th May, 1966, éXammé&
the said Bill and now reports the same without any amendment Y Aean

All which is respectfully subnutted kg lI

T. D’ARCY LEONARD
Chairman. { -"--?
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THE SENATE
STANDING COMMITTEE ON FINANCE
EVIDENCE
Orrawa, Thursday, May 12, 1966.

The Standing Committee on Finance, to which was referred the Estimates
laid before Parliament for the fiscal year ending 31st March, 1967, and to which
was referred Bill C-149, to provide for the establishment of a Science Council of
Canada, and Bill C-150, to amend the Research Council Act, met this day at 10
a.m. to give consideration to this legislation.

Senator T. D’Arcy Leonard in the Chair.

The CHAIRMAN: Honourable senators, I call the meeting to order. There are
a few preliminary remarks I should like to make. You may recall that when Dr.
Davidson was before us last week he was asked by Senator Crerar about a
statement with respect to the Old Age Security payments appearing on the
sheet that goes into the back of the Estimates. In reply to Senator Crerar’s
question, Dr. Davidson said that this table had not at any time since the
inauguration of the Old Age Security program in 1952 contained a footnoted
reference to the Old Age Security payments.

Upon returning to his office Dr. Davidson found that this was not correct,
and he wrote me a letter stating that it had been footnoted up until 1962-63,
when it was decided to remove that reference from the footnotes to the table,
but the general summary book at page 5 still continues to carry the reference.

Dr. Davidson has written a letter to that effect. He has sent a copy to
Senator Crerar. Perhaps, with this explanation, we might agree to have this
letter added as an appendix to today’s proceedings so that the record will be
clear on the point. Is that agreeable?

Hon. SENATORS: Agreed.

(For text of letter see Appendix “A”).

The CHAIRMAN: We have before us today two bills. One is Bill C-150, to
amend the Research Council Act, and the other is Bill C-149, to establish the
Science Council of Canada.

The committee agreed that a verbatim report be made of the
committee’s proceedings on the said bills.

The committee agreed to report recommending authority be granted
for the printing of 800 copies in English and 300 copies in French of the
committee’s proceedings on the said bills.

The CHAIRMAN: We still have before us for consideration the Estimates for
1966-67. Therefore, in addition to the consideration of the bills themselves, this
is an appropriate occasion for us, in our capacity of dealing with the Estimates,
to ask our witnesses with respect to their operations in so far as they reflect
items in the Estimates for the coming year.

The procedure I suggest is that we consider Bill C-150 first. This is the bill
amending the Research Council Act. As our witnesses in respect of that bill we
have Dr. B. G. Ballard, President of the National Research Council; Mr. F. R.
Charles, general counsel of the National Research Council, and Mr. Frank
Milligan of the Privy Council office. I suggest we might have a general
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statement from them on the bill, and then the questions of senators can relate to
either the bill or the operations of the National Research Council. I understand
amendments emanating from the Government and from the Council itself are to
be proposed to the bill. We will discuss those amendments, and then consider
the bill clause by clause.

We can then proceed to consider Bill C-149, with respect to which Dr. F. A.
Forward is here. He is Director of the Science Secretariat of the Privy Council.
In the case of that bill we will deal with it, first of all, by hearing a statement as
to its intention from Dr. Forward, who will then answer any questions dealing
with the bill or the Estimates. Is that satisfactory?

Senator GROSART: That is satisfactory.

The CHAIRMAN: This is going to make for a fairly full agenda, and I would
suggest that we let the witnesses finish their statements before any questions
are asked. When senators decide they wish to ask a question perhaps they
would signal to me, and I will keep a list. I ask for the co-operation of all
senators so that the questioning will not be unduly prolonged on one point. I
ask this in fairness to other senators. Perhaps members of the committee will
not mind if I interrupt when I consider another senator is entitled to go ahead
with some other question. Everybody must be given a chance. Dr. Ballard, will
you commence?

Dr. B. G. Ballard, President, National Research Council of Canada: Mr. Chair-
man and honourable senators, the major purpose of the bill is to take care
of the fact that the Science Council will now be dealing mainly with matters of
policy, which was a responsibility of the National Research Council. This is the
major purpose of the bill. Having made that change, or hoping to make that
change, we then take advantage of the opportunity to readjust a number of
items which we think are appropriate. I might say that I am at a disadvantage
this morning because I did not learn until late last night that there were to be
any modifications to the bill, and I have not yet had an opportunity of
discussing these with the chairman of the Privy Council Committee on Scientifi¢
and Industrial Research, so I do not know what his views are. I take it, Mr.
Chairman, that you would like me to review briefly what we have endeavoured
to do?

The CHAIRMAN: Yes.

Dr. BALLARD: Very broadly, the initial purpose of the National Research
Council was to promote science in Canada, and I think you are all aware of the
circumstances under which it was formed. During World War I Great Britain in
particular felt that the enemy countries were further advanced in science than
the allies, and she asked the Commonwealth countries to consider providing a
science service. Canada undertook this immediately, and, as you know, we are
this year celebrating our fiftieth anniversary.

The initial undertaking was to set up a system of scholarships and grants to
encourage young Canadians to embark on a career in science. In addition to that
the then Council set up a number of associate committees to study problems
which they felt were foremost in Canada at the time, and in which science
would be involved. That associate committee structure has continued to this
day. We have some 40 associate committees studying various problems with
which Canada is confronted. But, for the first several years, aside from that
activity, our main undertaking was to promote science in universities through
grants-in-aid to research, and through scholarships to bright young Canadian
students.
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In the late twenties we embarked on the laboratory system, and this
emerged almost at about the same time as the depression of the thirties, so we
were restrained, may I say, for the first few years. But, by the time World War
II broke out we had a well-established laboratory system, and we were then
charged with the responsibility of providing science service to the armed
services. We did then what the Defence Research Board does now for the armed
services.

We, of course, were preoccupied with defence and war problems through-
out the war years. In the meantime we had undertaken research in the atomic
energy field, but by the end of the war we ourselves felt that these undertak-
ings had become too broad, and we suggested that the defence research aspect
should be split from NRC and taken over by another body. As a result of that
the Defence Research Board came into being. Still later we felt that atomic
energy was becoming a very major undertaking, and that it would operate
somehat better if it were a separate organization. As a consequence, Atomic
Energy of Canada Limited came into being.

Since that time we have continued with the initial objectives. Our support
of university science has grown very rapidly; not as rapidly as some of the
universities would like to have it grow, but nevertheless, I think, we can take
some satisfaction from the way this has developed in Canadian universities.

In the meantime we have enlarged our laboratories. I might say that
university science is growing much more rapidly than that in our own laborato-
ries, and this is quite proper. But, I have endeavoured to present in the
document distributed a few of the highlights of the work that thas been
undertaken by our laboratories.

Perhaps I might mention one other aspect of our work which is not always
generally known, and that is that we have a subsidiary, Canadian Patents and
Development Limited, which undertakes to promote and patent ideas which
emerge not only from our laboratories, but from those of other Government
departments and agencies, and also from the universities if they care to take
advantage of the facilities we offer.

I think that is a very general resume, Mr. Chairman.

The CHAIRMAN: Perhaps you would go through this document, Dr. Ballard,

which is entitled ‘Resume of Work at NRC 1916-66"". You do not need to read
every word, unless you wish to do so.

Senator MacKEeNzIE: Mr. Chairman, could we take this as read. We all have
a copy of it before us.

The CHAIRMAN: Has everybody had an opportunity of reading the memo-
randum, so that it can be taken as read?

Senator SMiTH (Queens-Shelburne): I suggest that this document becomes
part of our record. This should be published.

The CHAIRMAN: It can be inserted into the record at this point as being Dr.
Ballard’s statment to the committee. Is that agreeable?

Senator HNATYSHYN: Yes, that is a good idea.

Dr. BALLARD: It is as follows:

NRC began in 1916, by establishing scholarships for graduate students and
grants in aid of research for professors, to ensure a flow of scientifically-trained
people to deal with Canada’s emerging technical and industrial problems. At the
same time, NRC began a system of associate committees to deal with national
problems as they arose, to make the best use of available knowledge.

Laboratory work began in 1925, to assist, for instance, the magnesite
industry, which as a result became an exporter of new products; and to assist
with such problems as the Trail Smelter Smoke investigations.



164 STANDING COMMITTEE

In 1932, Dr. L. M. Pidgeon, then a chemist at NRC, developed a process for
extracting magnesium metal from calcined dolomite, and ended Canada’s de-
pendence on foreign sources of magnesium.

In World War II, NRC mobilized all of the scientific and technological
agencies in Canada into the scientific arm of the country, out of which came
design and development studies on radar and atomic energy, and scientific
backing as military and economic advisers to the three services in, for instance,
aviation medicine. The NRC assisted in setting up Research Enterprises Limited
for rapid production of gun-sights, opticals, and about $300 million worth of
radar sets designed at NRC.

In 1947, research in support of Canada’s military forces was transferred
from NRC to the newly organized Defence Research Board. The largest wartime
undertaking was the Atomic Energy Project but, by 1952, its size and
commercial importance justified the establishment of a separate Crown
Corporation, Atomic Energy of Canada Limited.

Since 1948, NRC has evolved a program of post-doctorate fellowships that
attracts young scientists from around the world, thus maintaining a pool of
exceptionally able young people in Canada.

The Council has built up an extensive system of wind tunnels to serve the
Canadian aircraft industry. In the past 20 years, the capital cost of the
low-speed tunnels, in constant dollars, amounts to 19 of the total value of the
aircraft sales, exported from Canada, which were designed on the basis of
information provided by these tunnels.

The NRC provides a technical information srvice for Canadian industry
which answers about 17,000 enquiries a year.

Through the NRC’s Industrial Assistance Program, an overall industrial
research effort has been initiated, amounting to $50 million shared between
government and industrial funding, which has created about 800 industrial
research positions. Some very promising developments have emerged from this
program.

Developments of Industrial Interest at NRC Over the Past Few Years

1. Developed equipment to cool the brain and permit brain surgery by this
method to be extended from some 10 minutes to an hour.

2. Developed a crash position indicator for the location of lost aircraft. Now
being installed on aircraft in Canada and the United States. It is also being
tested for use on supersonic aircraft. Exports from Canada now amount to $3
million annually.

3. Developed various types of pacers to stimulate damaged hearts. Work is
now in progress on a pacer that will not require batteries but will be operated
by electricity produced by the human body.

4. Built a unique colorimeter to answer many basic questions of industrial
color-control problems.

5. Developed a method to extend the storage life of fresh vegetables
without appreciable loss of quality or wight. The NRC method for immersion
freezing of poultry has been adopted in Canada and is rapidly spreading
throughout the world.

6. Built an electronic clock which can establish time and frequency to
within an accuracy of three parts in one hundred billion.

7. Designed a breakwater complex to make Dingwall Harbour, Nova Scotia,
useable by fishing boats. The harbor, which had become clogged with sand and
was closed in 1957, is now in full use.

8. Developed several new electrocardiographs, including one to detect the
heartbeat of unborn children; and a vascular suturing instrument that greatly
assists organ transplants and has saved a number of people in Ottawa.
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9. Developed a lobster-splitting machine for this industry.

10. The NRC has developed a whole series of very precise measuring
instruments for measuring various forms of energy, such as the Dauphinee
potentiometer.

11. Developed the special type of breakwater built at Baie Comeau, Que.
This design dissipates wave energy by a seaward vertical wall that is
perforated with large-diameter holes, and backed by a wave chamber. The
chamber reduces the wave action, thus providing a quiet harbor.

12. Developed a series of special instruments for blind persons, and main-
tains facilities for studying a wide range of electronic aids to navigation.

13. Developed a rain repellent for use on aircraft windshields. This pre-
vents a pilot’s vision from being distorted by rain on the windshield.

14. Conducts a large number of model studies of harbors and rivers,
including the St. Lawrence, on which the Port of Montreal completely depends,
and on the Welland Canal, which will cost about $1 billion to replace.

15. Produces the National Building Code, now being used by the majority
of Canadian municipalities.

16. NRC helped to develop rapeseed as a cash crop, now more than $50
Million annually.

17. The Helava Plotter—a revolutionary instrument which ushered in a new
era in map-making, surveying, and satellite photography—substitutes math-
ematical projection for the mechanical projection on which all other plotters
rely.

18. The physical standards used by NRC are among the best in the world.

19. Assistance to the building industry, including fire research.

20. Assistance to the paper industry. NRC ear defenders developed for this
industry can also be seen in airports around the world, wherever jet aircraft
are used.

21. Design of ships—from fishing boats to war vessels—is studied con-
tinually with NRC’s facilities for testing ship models.

22. Canadian Patents and Development Ltd. is a wholly-owned subsidiary
of NRC. This company not only patents and licences the inventions made at
NRC but also those of several universities and several government departments.

23. Eight journals of research are published by NRC.

24. Helped develop the seaweed industry on the east coast.

25. The National Science Library, built up by NRC, is one of the best in the
world.

26. NRC set up the National Science Film Library.

27. The Medical Research Council of Canada is an outgrowth of NRC.

28. The STEM antennae invented at NRC are now installed on many U.S.
satellites.

29. A number of useful ideas have come from totally unrelated studies, for
instance, the inclined settling device and the agglomeration process may well
become important in treatment of waste waters, in water pollution, and in
treatment of ores.

30. Work is now going forward on the elimination of damage to railway
shipments, involving an annual loss of $9 Million in Canada and about $150
Million on the continent. About $1 Billion worth of rolling stock will be
affected.

Work on diesel and gas turbine locomotives will affect an additional $1
Billion worth of rolling stock.

31. Work is now going forward on Vertical Take-Off Aircraft, involving
about $800 Million of production.

32. The NRC is deeply involved in the copper refining process and in high
quality electric furnace steel.
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The CHAIRMAN: I take it that you are ready for the questions the members
of the committee wish to direct to you, Dr. Ballard. I shall put one myself to
start the ball rolling. A number of senators have been interested in the
operation known as HARP, with which no doubt you are familiar. That is the
operation by McGill University in conjunction with the United States in respect
of a large gun. I would like to know whether this comes within the sphere of
the National Research Council, and whether you have any comment to make on
the operation which, I understand, comes from a Government decision.

Dr. BALLARD: Our connection with this, I should say, is largely indirect. The
HARP program was undertaken a few years ago by McGill, and we were not
involved in the initial undertaking. The university had not approached us, but
later they did ask for a relatively large sum of money. The precise year escapes
me, but it was shortly before our March meeting of Council at which we
allocate the funds available to us for support to the universities. It came well
after the deadline we set, and, in point of fact, it was not possible to do
anything about it at that time. I believe they obtained money from other
sources, and since that time we have had no real connection with it, except that
we have followed the work rather carefully.

Recently a question arose as to the continuation of support from the
Government—not from the National Research Council. We were called in to
express our views on the subject. v

We are quite satisfied that HARP is an ingenious proposal to place
instrumentation into the upper atmosphere. There are other means of doing
this, and we in the Research Council are employing other means at the
Churchill rocket range. We are content that in the main this is a more
satisfactory method for our purposes than the use of guns. If I may, I will state
very briefly my reason for saying that.

Guns must accelerate what we call the payload w1th1n the length of the gun
barrel, which means the acceleration is very high indeed. The instrumentation
must be designed to withstand that very high rate of acceleration; whereas on
the rockets the acceleration is extended over a much longer period of time and
the instrumentation is subjected to much less rigorous punishment.

It has been argued that instrumentation can be developed to withstand
such a high acceleration, and there is no doubt that at least some of it can—we
are sure of that. Some we are not certain of. Some of the more sophisticated
electronic gear does not now withstand high acceleration, and frankly we do not
know at the moment how to redesign it so that it will withstand the resulting
forces. For that reason the HARP project has one weakness, and it is a
relatively important one.

The other problem is that there is some dispute about the economics of it.
We have always felt that it was more economical to put our payloads into the
upper atmosphere by rockets rather than by guns. I know that MecGill will
dispute some of these arguments. But there is some theoretical logic for the
economy of the rockets as against shell from a gun. In the case of rockets you
accelerate the projectile over a long period of time and a relatively large
portion of the acceleration takes place in a rarefied atmosphere where the
resistance losses are considerably lower, whereas in the case of a gun it is all
done at normal atmospheric pressure on the earth’s surface.

On the other hand, McGill has made excellent progress in this matter. So
far we have used the McGill facilities for some of our work in the Barbados,
but for the sort of work we are interested in over the Canadian area, we are
still satisfied that the rocket is the most satisfactory device.

The CHAIRMAN: Thank you, Dr. Ballard. I notice in the Estimates for
1966-67 that the expenses of the Research Council are some $86,068,000, which
is an increase of approximately $15 million over a year ago, and it falls under
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only about four headings. This includes the Medical Research Council, and I
know some of the members are interested in that. Dr. Sullivan may like to ask
some questions on the Medical Research Council.

Senator SULLIVAN: I should like to ask Dr. Ballard, an old patient of mine
on whom I performed an operation, if he will comment on that first. Is the
Medical Research Council affiliated?

Dr. BarLLAarRD: The Medical Research Council was initially a division of the
National Research Council. It had the form of a committee which operated the
award system, and Medical Research Council finally came into being as a sub-
sidiary of the NRC.

Senator SULLIVAN: It is still a subsidiary, is it not?

Dr. BALLARD: It is still a subsidiary. However, I believe there is legislation
in the mill to make it a separate body. The Medical Research Council has no
laboratory system of its own.

Senator SULLIVAN: That is what I wanted to bring out, Mr. Chairman.

The CHAIRMAN: Have you any further questions on that, Dr. Sullivan?

Senator SULLIVAN: No.

The CHAIRMAN: Senator Smith?

Senator SMiTH (Queens-Shelburne): Mr. Chairman, I should like to ask Dr.
Ballard what proportion of the budget of the National Research Council is for
the purpose of supporting the research that is done at the university level? Do

~ you make grants directly to universities for certain purposes of research?

Dr. BALLARD: I am sorry, I am not quite clear on the precise question.

Senator SmiTH (Queens-Shelburne): Does the National Research Council
make grants towards research being done at the university level?

Dr. BALLARD: Yes. The Medical Research Council also does that.

Senator SMITH (Queens-Shelburne): Does it form an important part of the
budget?

Dr. BALLARD: It is the most important part at the moment, and I should say
that over the last few years the support of science in universities has increased
very rapidly, for various reasons. The number of universities has grown rather
startlingly and very satisfactorily. The number of scientists in universities has
grown rapidly, and science itself has increased; and of course science is becom-
ing more and more sophisticated and requires more expensive instrumentation.
This is true in medical research and research all across the board.

For this year—I have not the Medical Research Council figures here, but our
university support program costs about $33 million or $34 million, and our
laboratory operation about $31 million. Those are rough figures.

Senator SmITH (Queens-Shelburne): That is a different picture than I
thought, and I am very glad to know that.

- Dr. BALLARD: I may say we anticipate that the ratio is going to diverge
rapidly if we are successful in having our estimates approved, but certainly the
university science is growing much more rapidly. than the laboratory system,
and I think that is proper.

Sc.enator SMmiTH (Queens-Shelburne): Have you other centres in which the
Wor_k is being carried on, apart from the Ottawa set up and the one I know of in
Halifax? Do you have any research board elsewhere?

Dr. BALLARD: Yes, we have a similar unit to the Halifax unit in Saskatoon
on the campus of the University of Saskatchewan. Of course, in addition, we
have a number of stations located over the country where we can make field
studies. Among these is the rocket range at Churchill. We have stations in
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northern Canada studying permafrost and studying various aspects of the upper
atmosphere at different centres.

Senator SMITH (Queens-Shelburne): May I ask what kinds of projects they
are working on at the Saskatoon institution?

Dr. BALLARD: Mainly on the commercial application of agricultural products.
We have, I believe, a very happy working relationship with the Department of
Agriculture. They confine themselves largely to the problem of growing food-
stuffs. We concern ourselves more with the processing of farm products and the
converting of them into some useful commodity; for example, we have done
some work on flaxseed.

Senator SMITH (Queens-Shelburne): What connection is there, if any, with
the Defence Research Board activities?

Dr. BALLARD: It is really a liaison. I sit on the board of the Defence
Research Board, so that I have a very close contact with all work that is going
on. We have a working arrangement with the board to allocate our university
support money. We endeavour to make certain that no one applies to the wrong
institution and is left out in the cold. I am talking about university support at
the moment. As you know, the Defence Research Board insists on supporting
only that work which has some defence significance.

The views of the university staff members may not coincide with those of
the Defence Research Board on what is significant in a defence way, but we
maintain a close interchange, shifting applications if necessary to the other
body. This is a two-way transfer. However, I think the relationship is very close
indeed. We are quite familiar with what is going on in the Defence Research
Board, and I am sure they are very familiar with all that is going on in the
Research Council.

The CHAIRMAN: Senator MacKenzie has a question to ask.

Senator THORVALDSON: Mr. Chairman, I have a question which is right on
this point. Dr. Ballard, in regard to your work with the universities across
Canada generally, does the National Research Council own its own facilities and
laboratory equipment, buildings, and so on, or do you use university facilities
generally?

Dr. BALLARD: Where we have our own institution and our own laboratory
on the university campus, then this is all our equipment. It is used interchange-
ably. I may say that we encourage the universities to use that equipment. Indeed,
in Dalhousie, for example, our senior staff members are honorary members of
the university staff, so that there is a very close liaison there. But when we
make grants to the university staff members—and we only make grants to
people, not to institutions; even when we are supporting an institution, we
make the grant to the director of the institution—but where we make grants to
university staff members, we pay for their equipment and the necessary
assistants they require, whether it be graduate students, post-doctoral fellows
or even technicians necessary for the work. But the equipment then belongs to
the university, not to the research council.

Senator THORVALDSON: Just one question following that, Dr. Ballard. I refer

to the Ross Research Laboratory on the campus of the University of Manitoba.
Is that owned by NRC, the university, or the federal Department of Agricul-
ture?

Dr. BALLARD: I am afraid I am not familiar about that particular relation-
ship, but in those cases where we have laboratories on the university campus, we
own the laboratories.

The CHAIRMAN: Senator MacKenzie?
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~ Senator MACKENZIE: Mr. Chairman, I would first like to pay tribute to the
 institution that Dr. Ballard is head of, for I think it has contributed more to
~ research, by supporting young scientists in the universities of Canada, than any
 other single element in Canadian life.

| The question I want to ask is a rather mixed one and is directed at both Dr.
‘Ballard and my old friend and colleague-Dr. Forward. It may be too soon to
. answer this question, which has been of interest to me ever since Dr. Forward
left the University of British Columbia, but what is the effect of the establish-
ment of the new body on the National Research Council and on research
~ generally and on the support of work in universities and the like.

‘Will the National Research Council in a sense tend to concentrate its work
~ on technical research in its own laboratories? Will it continue its support of
scientists in universities as such, and is the new body really one for bringing
~ together all the research agencies in Canada to achieve better co-operation and
- greater integration of effort?

Dr. BALLARD: May I answer that?
Senator MACKENZIE: Please.

| The CHAIRMAN: I was just thinking myself of the fact that the question
- really divides into two. One part relates to this bill and one part relates to the
- other bill, and I was not sure whether the answers to both sides should be given
. right now, or whether Dr. Ballard should deal only with his aspect of it on this
. bill and let Dr. Forward deal with the other aspect on the other bill.

Senator MACKENZIE: I would be inclined to leave it to the gentlemen here.
The CHAIRMAN: Fine; we will keep it as orderly as we can.

Dr. BaLLARD: I hope what I say will be agreeable to Dr. Forward, but I look
upon the Science Council as a body which will endeavour to lay down broad
- guidelines for science. I do not anticipate—and I think Dr. Forward will
. agree—that they would at any time suggest to us we support this or that piece of
- research. I think that decision will still be one for the National Research
~ Council.

But they will be dealing with much broader areas: how much money
- should the Government be spending in space research and how much should we
‘ be spending on, for example, some of the other activities like nuclear research?
- These are two of the more expensive undertakings at the moment.
I would expect that we would be guided by these recommendations on the
- part of the Science Council, but I do not anticipate that individual applications
. will be referred to them. I would say they would certainly not be referred to
them, and I still anticipate.that we will have a very great deal of freedom in
~ our operation.

Senator MAcCKENZIE: Do you still expect to be the major source of support
~ for the universities and the personnel in the universities?

! Dr. BALLARD: Oh, yes, certainly. The Science Council is not going to be in
that field at all. We will still be the major support for science in the universities.

The CHAIRMAN: Dr. Forward, I know you will give a general statement
~later, and if you would prefer to deal with this in connection with your general

statement that would be in order, but if you would like to add anything now
- feel free to do so.

Dr. ForwarD: Mr. Chairman, I think Dr. Ballard has put it very fairly, but I
‘would like to deal with it later on in my statement.

The CHAIRMAN: Fine. Senator Isnor is next.

Senator IsNor: Mr. Chairman, T hesitate to get away from this higher level,
'bl:lt I.was going to refer Dr. Ballard to his brief on page 4, section 14, and ask
him if he would be good enough to deal with the large amount of money
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involved, namely $1 billion and to enlarge on just what is taking place with
respect to the port of Montreal on the St. Lawrence, and on the Welland Canal.

Dr. BALLARD: We have in our organization a model of the St. Lawrence
River—although our work is not confined to the St. Lawrence—and we have
made studies there on such problems as the water levels in the Montreal
Harbour. This has been a serious matter. We co-operated in developing the
design of the St. Lawrence Seaway, because it was important that this be used
both as a thoroughfare and as a power development source.

Now, there were two bodies working with models on this, and there were
no cross-purposes. Ontario Hydro had a model with which they concerned
themselves on the matter of power development, whereas we were more
concerned with navigation. We can adjust our model to simulate almost any
part of the St. Lawrence River, or, as a matter of fact, any waterway you want
to think about. We have already done this in various harbours.

Senator SMITH (Queens-Shelburne): Port aux Basques.

Dr. BaLrLarp: Yes, Port aux Basques. I am not sure if I have answered your
question.

Senator IsNOR: To a degree. I was just wondering how far you had
advanced in regard to the further development of the St. Lawrence in so far as
winter traffic is concerned.

The CHAIRMAN: Perhaps I should tell you, Dr. Ballard, that Senator Isnor is
from Halifax.

Dr. BALLARD: Well, in the case of these waterways, we do not initiate many
of the studies ourselves. We are really acting as a service there, and the
Department of Transport very often poses the problems.

We have not done any significant work on the wintertime use of the
St. Lawrence waterway. I think this is the only way I can answer your
question.

Senator IsNoOR: Thank you very much.

The CHAIRMAN: Senator Deschatelets?

Senator DESCHATELETS: On this pecint, Mr. Chairman, I understand that the
National Research Council is well equipped with all kinds of facilities to have
these model studies of harbours and rivers made. What I do not understand is
that it has often happened that certain departments, for example, the Depart-
ment of Public Works, when carrying on certain projects, ask a private
consultant firm to make these studies. In other words, some of our Government
departments do not ask the council, which is well equipped, and I think it
would actually cost much less money for the council to do the work.

Dr. BarLrarp: Talking about the Department of Public Works again, I
should explain that we have a very close relationship in this respect with both
the Department of Public Works and the Department of Transport. We are
reluctant to become too deeply involved in an operation which is competing
with private enterprise, so to speak. Lasalle Laboratories, for example, has
an extensive system.

Senator DESCHATELETS: This is what I had in mind.

Dr. BALLARD: And we have encouraged Public Works to make more use of
those laboratories. If we do not, we have got to expand our facilities to take
care of the increasing demands for this sort of study, and besides, while it has a
very high research content, nevertheless it is more of a service than a research
operation.

Senator DESCHATELETS: But you understand, by the same tok_en,.that the
studies you are making might be very useful. I think we are duplicating these
studies in many cases. I think you have on hand all the studies you have made
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on the St. Lawrence, for example. You must have all the data. Do you not think
that we can save a lot of money, in some cases, in not referring specific studies
to private concerns such as Lasalle Laboratory, for example?

Dr. BarLLarp: We certainly are not suggesting any shifting that is going to
cost more money. When we build a model of a system, it is an expensive one. It
is usually made of concrete and it has to be contoured very precisely. If we are
going to embark on a study of a new area, that expense has to be repeated
entirely. If I understand your question correctly, we are certainly not shifting
work uneconomically. We are not asking anyone to do something that we have
already done. Indeed we will make freely available to any organization the data
that we have collected and the information we have compiled.

Senator GROSART: Can you tell us how Canada’s total expenditure on
research at Government level compares with that of other countries, in gross
national product or other terms?

Dr. BAaLLArRD: I am sorry, it is certainly low compared with the other
advanced countries—Great Britain and particularly the United States. It is
substantially lower than that of the United States.

Senator GROSART: On a percentage basis?

Dr. BALLARD: On a percentage of the GNP.

Senator GROSART: Are there any areas in which we are comparatively well
up and any areas in which we are noticeably lagging behind?

Dr. BaLLArRD: This is a difficult question to answer, because it depends
largely on the development of our industry. Of course, one has to decide
whether the egg comes before the chicken or not. So much of our industry is
subsidiary, and it does not rely on Canadian research. There are other areas in
which we are quite self sufficient and doing very well. I think anything I tell
you now would be purely a personal opinion and I am sure many people would
take exception to it, but I think that in the power industry, as distinct from
atomic energy, we are not as far advanced as we should be. Certainly in
some rather sophisticated areas, we are doing remarkably well, considering the
money we are putting into science.

Some Hon. SENATORS: Hear, hear.

Dr. BALLARD: But our over-all expenditure is low.

Senator GROSART: You gave us a comparison with the United States and
Britain. Could you give some other countries—Japan, France, Belgium?

Dr. BALLARD: I cannot give you the figure for Japan.

Senator GROSART: Are we behind? How many countries are we behind?
Where are we in the list?

Dr. Bavrarp: I would say we are certainly behind Britain, Germany,
France, the United States and, I believe we are behind Sweden. Perhaps Dr.

Forward can add something to this as he has been making some studies and has
some figures.

Dr. F. A. ForwARD: I have some figures which I intended to read later on.

The CHAIRMAN: As there are some amendments coming forward and as we
are in the process of making these amendments ready for the Senate this
afternoon, I suggest that we deal with the bill clause by clause now, considering
the amendments as we go through the bill, and report the bill, if it is agreeable,
and then revert to any other questions which are raised.

Hon. SENATORS: Agreed.
The CHAIRMAN: Clause 1. There is no amendment suggested to clause 1.

Clause 1 changes the title.
23896—2
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Dr. BALLARD: The old title was the Honorary Advisory Council for Scientific
and Industrial Research. Very few people in Canada, except ourselves, knew
that the title existed. We have never been called that by anybody outside. I
think it would be very appropriate to make our well-known name the official
one.

The CHAIRMAN: Shall clause 1 carry?
Hon. SENATORS: Carried.

The CHAIRMAN: It is carried. Clause 2. There is no amendment suggested. Is
there anything further to be said on it? Shall clause 2 carry?

Hon. SENATORS: Carried.

The CHAIRMAN: It is carried. Clause 3. There is an amendment. Perhaps Mr.
Charles or Dr. Ballard would explain the section as it appears in the prmted
bill, and the amendment which is suggested now.

Senator THORVALDSON: Where do these proposed amendments emanate
from?

The CHAIRMAN: We might ask Dr. Ballard or Mr. Charles to answer that
question. Who is suggesting this amendment? Does it come from the Govern-
ment? This bill is introduced and passed in the House of Commons. I think the
minister in charge is Mr. Drury. I believe it is the Prime Minister’s, and a Privy
Council bill. We just wish to know who proposes this amendment.

Mr. Frank Milligan, Privy Council: Honourable senators, these amendments
emanate ‘in the Privy Council office. They were omitted from the bill by an
oversight. They were considered perhaps really in connection with the develop-
ment of the Science Council b111 and they follow as a consequence of the
creation of the Science Council.

The problem we ran into was ministerial responsibility for the Science
Council and the National Research Council and other councils generally. It is a
matter of bringing these into consonance and trying in this bill to effect the
same kind of revision in regard to ministerial responsibility as was put in the
Science Council bill.

The point of the changes, set out in the mimeographed amendment
circulated, is really to be found in this provision relating to section 3 of the
Research Council Act. It is the insertion here of a new definition, “Minister”.
Under the old Research Council Act, such council reported through—I think that
is the appropriate word, rather than “to”’—the chairman of the Research Council
Committee.

With the creation of the Science Council, it was felt that, if not immedi-
ately, at some future time, it would be more appropriate for the Science Council,
as a body which now assumes the general duty of advising the Government on
science policy, to report to the chairman of the Privy Council committee—as had
been recommended by the Glassco Commission and by Dr. Mackenzie in his
report to the Prime Minister—that the minister to whom the Science Council
reports should be free of responsibility for the direction or supervision or
direction of any Government agencies concerned with specific areas of research,
such as the National Research Council, atomic energy, agriculture, and so on.

This was to provide more flexibility, to provide that any minister—as you
will see when we come to a later part of the amendment—shall remain a
member of the Privy Council committee, but any member of the Privy Council
committee can be designated as a minister through whom the National Research
Council reports, rather than be tied to one specific minister.

Senator CRERAR: What is the object of doing that?
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Mr. MILLIGAN: The object was to provide more flexibility. If it were
decided that the chairman of the Privy Council committee should be the
minister designated under the Science Council bill, which you will be dealing
with later, then you would be placed in the position, under the existing terms of
the existing Research Council Act, that the same minister would also have to be
responsible for the Research Council. It was felt that the Government should
place itself in a position where a distinction could be made, where the chairman
of the Privy Council committee could be answerable for the Science Council,
but not required to assume the same responsibility for the Research Council.

Senator CRERAR: That is on the assumption that the minister reporting is
merely -a vehicle for conveying the opinions of the Research Council to the
Cabinet. Who'is the minister now to whom the Research Council reports?

Mr. MILLIGAN: Mr. Drury, the Minister of Industry, has been designated as
Chairman of the Privy Council committee, and as such the National Research
Council reports to him.

The CHAIRMAN: I think Dr. Ballard would like to add something.

Dr. BarLLagrDp: When I first came here this morning I mentioned I was
embarrassed because this is a development I had not known about until late last
night, and I have not had the opportunity to discuss it with my minister, Mr.
Drury. I would have hoped we would have more time to consider this and to
discuss it with Mr. Drury, but I must say my own preference is to continue to
report to the Chairman of the Privy Council committee.

The CHATRMAN: Have you any knowledge as to whether Mr. Drury is aware
of this?,

Mr. MILLIGAN: Yes, it has been discussed with Mr. Drury, but this does not
preclude continuation in the present circumstances. The Council could continue
to report to Mr. Drury, but it provides that if a change were felt desirable by
the Government in the future it could be made. As matters now stand, the
National Research Council is in fact locked into the Chairman. This may suit
present circumstances, but to provide more flexibility in the future it was felt
the new provision should be inserted, which does follow the pattern being
adopted in other bills like the Science Council bill itself.

Senator HUGESSEN: In other words, it rather envisages what Senator
Grattan O’Leary foresaw in his statement in the Senate, a Minister of Science?

Mr. MiLLIGAN: There could be a Minister of Science or a Minister for
Science who at that time, presumably, would become Chairman of the Privy
Council Committee.

Senator ISNOR: Mr. Chairman, in view of the observations made, I would
move adoption of the amendment.

Senator MACKENZIE: It could make for some confusion, in the sense you
have a minister responsible for the overall policy and another minister repre-
‘senting the views of a body primarily concerned with scientific research.
Knowing a little about the way these things work, they tend to work through
their department and organization for funds and the like. I think you could
easily achieve a situation in which there were both competition and confusion,
unless there is some degree of centralization of overall responsibility.

The CHAIRMAN: I wonder if this is the intention, that you have a number of
spending bodies which are represented by certain ministers in their depart-
ments on research and science. Whereas-the Science Council is supposed to be,
shall we say, independent—or, perhaps to put it the other way, it would be
adyisable not to have the minister responsible for the Science Council one of the
ministers of the spending bodies.

Dr. Forward, have you anything to add?
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Dr. ForwarDp: Very little, Mr. Chairman. I think we have expressed our
position at the present time. The National Research Council reports to the
Chairman of the Privy Council Committee, and the ministers of other depart-
ments—DMines, Agriculture, and so on—are members of the Privy Council Com-
mittee.

I would think the chairman is in a rather difficult position, being the
minister through whom one of the bodies reports and, at the same time,
chairman of the committee. I think this was the intention of the amendment. As
Mr. Milligan said, there should be some elbow room and some freedom and
flexibility.

The CHAIRMAN: We should not let time or urgency interfere with doing the
right thing, but, at the same time, if we are to report this bill this afternoon and
deal with it, it will have to go back to the House of Commons for consideration
of the amendments we are making here, in any event. By that time I imagine
the point will have been cleared up definitely, and if the explanations that have
been given to you enable you to come to a conclusion, I think we should put the
motion.

Senator GROSART: Mr. Chairman, in view of the fact he has indicated this
has caused some reason for hesitation on his part, I would like to ask Dr.
Ballard whether he would prefer that more time be given to the consideration
of this before we pass the clause here.

With due respect, Mr. Chairman, I do not think we should rely on this
other process, that we pass it and hope that if we are wrong the Commons will
change it.

The CHAIRMAN: I was suggesting that we pass it on the basis we think it is
right, regardless of what the House of Commons says.

Senator GROSART: I accept your admonition, but I would still like to know
if Dr. Ballard is satisfied that we are not doing this in too precipitate a fashion.

I personally would like to protest at this time, as I have done in the past,
about this type of procedure, where somebody from the Privy Council office
decides at:the last minute there is going to be a change without discussing it,
except late last night, with Dr. Ballard who is the head of the National Research
Council. This is not a good way to do business. We are the chamber of sober
second thought. Maybe this is a good time for second thought—and sober also! I
am directing my question, if I may, through you, Mr. Chairman, to Dr. Ballard.

Dr. BALLARD: I am very reluctant to delay its ratification, but I would
prefer to have the matter receive further consideration. I would like to have an
opportunity to discuss it with the Chairman of the Privy Council Committee.

Senator CRERAR: It appears to me, on the principle of the thing, that the
National Research Council should have one minister as its liaison with the
Cabinet. As I understand it, the proposal now is that different ministers may be
designated to deal with the Research Council on matters that particularly affect
their scope of operations. I doubt the wisdom of that. That change would be
made by the Cabinet.

Mr. MILLIGAN: I may have misled Senator Crerar on this. The thought is
that there would be a minister—as will be seen when you deal with the Science
Council bill—to whom the said Science Council would report. This body now
assumes the general duty of advising the Government. Logically, I think it is
felt, this minister would be Chairman of the Privy Council Committee; and the
responsibility for the direction or supervision of any of the specific operating
agencies of the Government—whether they be the National Research Council,
Atomic Energy, the Department of Agriculture or the Department of Mines and
Technical Surveys—each of the latter would have its own minister. There would
be only one minister to whom the National Research Council would report




FINANCE 175

initially. They may continue the present situation in which they report to the
Chairman of the Privy Council Committee. But it may be desirable in the
future to have them report to another minister who would remain a member of
the Privy Council Committee but would not be the chairman. There would be
only one minister concerned with the operation of the National Research Coun-
cil, as such.

Senator CRERAR: At whose option would the change be made?

Mr. M1LLIGAN: This would be made by the Governor in Council.

Senator SmiTH (Queens-Shelburne): I have been thinking about the ur-
gency of proceeding with the amendment at this time, and from a practical
point of view I do not see that there is any urgency at all. We all have respect
for Dr. Ballard and his work, and I think we should postpone consideration of
this amendment.

The CHAIRMAN: Is it your pleasure that clause 3 stand?

Hon. SENATORS: Agreed.

The CHAIRMAN: Clause 4. Is there an amendment to clause 4? Will you
explain this, Mr. Milligan?

Mr. MiLLIGAN: Clause 4 is an amendment consequential upon the other
amendment.

The CHAIRMAN: Shall clause 4 stand?

Hon. SENATORS: Agreed.

The CHAIRMAN: Clause 5. There is no amendment suggested to that. Have
you any explanation, Dr. Ballard?

Dr. BALLARD: This is dealing with the term of appointment of our members
of the Council. Heretofore it has been fixed at three years, and if a member
resigned or died it meant we had to accept a firmly fixed term of office for the
new appointee. We like to be able to renew a certain percentage of our Council
every year. If we can make this period up to three years we can fill the
remainder of the term with a new Council member.

The CHAIRMAN: Is that explanation satisfactory?

Senator CRERAR: I have one question there. This section states that these
officers shall be appointed to hold office for a term of not more than three years.
Could they be reappointed?

Dr. BALLARD: Yes, there is nothing in the act that prevents reappointments,
and, in fact, we have done this very frequently.

Senator CRERAR: And would that mean that if some chap on the committee
was inclined to make a little trouble you would have a chance of getting rid of
him? Is that the idea?

Mr. CHARLES: May I say a word, senator? The trouble we ran into was
caused by the act being specific as to the term of three years. We tried to find a
member to fill in the term of a deceased member, but the Department of Justice
pointed out that we could not; that we could appoint only for a definite term of
three years. It was then suggested that this be made a term up to three years in
order to allow us to do that. »

Senator CRERAR: It would be possible to reappoint?

Mr. CHARLES: Yes, under subsection (3) of the act, which is not affected, a

retiring member is eligible for reappointment. That is in the Research Council
Act right now.

Senator CRERAR: I would think that if a person has served for three years
he would be of more value than a newcomer who has to learn the ropes.

Dr. BALLARD: It is quite true that we do reappoint people for three years,
but it does not alter the fact that once a member leaves office we can not
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appoint a successor to complete his term. We would like to be able to retire a
percentage of our Council every year—roughly a third but this does not preclude
having people remain on for two terms.

Senator CRERAR: Can you give us the reason for that? Why do you want to
be able to make these changes?

The CrAIRMAN: To have a one-third change every election? Is that your
point, Senator Crerar?

Senator CRERAR: Yes. These gentlemen are appointed for a period of not
more than three years. It does appear to me as a commonsense matter that a
person who has served for three years has acquired a certain amount of
information and knowledge as to how the institution should operate, and if you
drop him then you have got to get someone else who has also got to acquire this
knowledge.

The CHAIRMAN: I do not think that is the point of it, Senator Crerar. It is
just as though a director of a company died in the middle of the calendar year
and a new director is appointed for the rest of the period of time up until the
next election. If you had a by-law which said he had to be appointed for a year
or two years, then his term would be out of step with the terms of all the other
directors. This is to enable an appointment to be made for a period of less than
three years, so that the termination of the term of the new appointee would
coincide with the termination of the terms of all the other members. Is that
correct, doctor?

Dr. BALLARD: That is correct.

The CHAIRMAN: That is the only purpose of the amendment.

Senator GROSART: Mr. Chairman, may I ask the reason for the change in the
wording from, as in the present act, “a period” to “a term”?

Dr. BALLARD: I am afraid I cannot answer that.

Mr. CHARLES: That was the wording of the Department of Justice.

Senator GROSART: So was the other. Is there any significance in it?

The CHAIRMAN: Are there any legal opinions from around the table?

Mr. HopkiINS: There is no difference.

The CHAIRMAN: Our legal counsel says that there is no difference.

Senator GROSART: That must be why they made the change.

The CHATRMAN: Shall clause 5 carry?

Hon. SENATORS: Carried.

The CHAIRMAN: I think clause 6 is really the nub of the bill, is it not?
Would you like to explain that, Dr. Ballard? This is the main purpose, I
think—the dropping of the duties. )

Dr. BALLARD: This has been amended to take care of the transfer of duties
that the Research Council originally discharged, to the Science Council of
Canada. It really transfers the advisory function— section 7 at present provides:

The Council . . . also has the duty of advising the Committee on
questions of scientific and technological methods affecting the expansion
of Canadian industries or the utilization of the natural resources of
Canada.

The CHAIRMAN: And this will now be the duty of the Science Council?

Dr. BALLARD: That is right.

The CHAIRMAN: So it is dropped from the duties of the National Research
Council. Does clause 6 carry?

Hon. SENATORS: Carried.
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The CHAIRMAN: Clause 7, which repeals subsection (2) of section 8 of the
act.

Dr. BALLARD: That becomes unnecessary.

The CHAIRMAN: That becomes unnecessary by reason of the other amend-
ment?

Dr. BALLARD: Yes, that is right.

The CHAIRMAN: Shall clause 7 carry?
Hon. SENATORS: Carried.

The CHAIRMAN: Clause 8, remuneration.

Dr. BaLrLarp: We frequently have committees, and we engage mainly
people from universities to sit on those committees. Normally, we pay an
honorarium for this service. Our Act now prevents us from paying such an
honorarium to any member of our Council, although we frequently ask mem-
bers of Council to sit on such committees entirely aside from their regular
duties as members of Council. It does seem to be unfair if we cannot give the
same consideration to Councillors that we extend to other university staff
members. There is no suggestion that we would reimburse Council members for
their normal Council duties. It is really for the extra duties that we ask them to
discharge. This is so that we can pay them a per diem allowance in the same
manner we pay other members of the committees.

The CHAIRMAN: Is there any discussion?
Hon. SENATORS: Carried.
The CHAIRMAN: Clause 8 is carried. Clause 9; here again is an amendment.

Mr. MILLIGAN: The amendment here is to change one word in subclause
(2). The committee may want to look at the substance of clause 9, and simply
defer its decision on the amendment as proposed in subclause (2).

The CHAIRMAN: It should be deferred because—

Mr. MiLLIGAN: Yes, there is a consequential change in subclause (2), but I
would not like to hold up discussion on the substance of the entire change.

The CHAIRMAN: On subclause (2) we will have Dr. Ballard’s explanation as
it appears in the printed form, and then we shall see whether it should stand by
reason of the amendment proposed or not. Would you like to explain clause 9?

Dr. BaLrLarp: Well, in the way it stands now we place our appointments
before the Chairman of the Privy Council Committee for approval. We do not
fall within the purview of the Civil Service Commission, so our appointments
are made directly. They are made under the policy set down by our own
Council. Of course, our so-called selection committee meets only periodically
during the year, and sometimes it is necessary to make an emergency appoint-
ment in between those meetings. What we are endeavouring to do here is to
extend the authority of the President of the Council to make an appointment
for a limited period of time, which appointment will be subject then ultimately
to the approval of our Selection Committee.

The CHAIRMAN: That section deals also with this matter of gifts.

Dr. BAaLLARD: Yes, as has been mentioned, we are unable to accept gifts
without this change in our legislation. This has been very discouraging because
we have had gifts offered to us which we have had to decline. We are trying to
set up the machinery whereby we can accept them legally.

The CHAIRMAN: And the library? Is there any explanation needed about the
library?

Dr. BALLARD: We just want to legalize our authority to establish a library.

¢ The CHAIRMAN:I notice, Mr. Milligan, in this amendment you are suggest-
ing—
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Mr. MiLLIGAN: The amendment substitutes the word “Minister” for the
word “Chairman”.

The CHAIRMAN: That is the same question that we had before. So clause 9
stands. Is that correct?

Hon. SENATORS: Stand.

The CHAIRMAN: It must stand because we are standing the other clauses.
Clause 10?

Mr. MILLIGAN: The same applies to clauses 10 and 11; where the word
“Chairman” now appears the word “Minister” is inserted.

The CHAIRMAN: Clause 10 stands?

Hon. SENATORS: Stand.

The CHAIRMAN: Clause 11 stands?

Hon. SENATORS: Stand.

The CHAIRMAN: Clause 12. This is the same question; the matter of the
name. Shall clause 12 carry? .

Hon. SENATORS: Carried.

The CHAIRMAN: Clause 13 is another consequential amendment. Shall clause
13 carry?

Hon. SENATORS: Carried.

The CHAIRMAN: Honourable senators, we have dealt with the bill in so far
as we can deal with it today. We still have Bill C-149 to consider.

Senator IsNOR: Mr. Chairman, I am not satisfied with clause 8.

The CHAIRMAN: Clause 8 of the bill?

Senator IsNOR: I would like to hear something more in regard to this
special remuneration of members who are already receiving a salary, or who
are otherwise paid for their services. Does this mean that when they are serving
on a special committee their regular salary or remuneration is supplemented by
another amount?

Dr. BALLARD: There is no salary for people serving on Council, except the
paid staff.

Senator IsNoR: Yes. Does this apply to the paid staff?

Dr. BALLARD: The act says specifically that they cannot be remunerated. We
are not proposing we change this matter of remuneration for serving on
Council. However, it does seem unfair if they cannot serve on a committee and
receive the same sort of remuneration that other university staff members
receive.

Senator IsNOR: When you say ‘“‘they,” to whom do you refer?

Dr. BALLARD: Our appointed members. We are not asking for remuneration
for their service at Council meetings, but we often have groups serving on
special committees, and when they do, we pay remuneration of course to the
committee members; but we cannot do it for the members of Council who may
be sitting on that committee.

Senator IsNor: I think it would be just as well to have that on record, Mr.
Chairman.

The CHAIRMAN: Yes, it should be on the record, but I think it should be
made perfectly clear that this refers only to the members of the council other
than the president and the vice-president. They do not receive any remunera-
tion for their ordinary duties as members of the council, except travelling
expenses: and if they are asked to do any other special work in connection with
the committee on which there are other members who are also being paid, they
should be paid in the same way as the other members of the committee. Is that
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explanation satisfactory? If so, the clause is already carried, and that will
conclude our deliberations on this bill.

The CHAIRMAN: We have before us Bill C-149, to provide for the establish-
ment of the Science Council of Canada. This bill was explained by Senator
Hugessen. There was a good debate on it. I think we can ask Dr. F. A. Forward,
who is now Director of the Science Secretariat of the Privy Council to give us
a statement in explanation of the bill, and we will withhold our questioning
until he has finished his explanation. Then if senators will let me know by
signal who wishes to ask questions. I will list them.

Dr. F. A. Forward (Director, Science Secretariat of the Privy Council: Mr. Chair-
man, and honourable senators: This Science Council bill is presented to you as
the result of studies that were made by the Glassco Commission, and by
Dr. C. J. Mackenzie. Both the report of the commission and the report of
Dr. Mackenzie found there was a lack of a group that would be able to look at
science in broad terms rather than in the perhaps relatively more restricted
terms commonly applied or used by the agencies of government.

This follows a pattern that has developed in other countries in the last few
years.

Mention has been made of the United States, Great Britain, France,
Belgium, Sweden and Japan. In each of these countries there is an organization
concerned with the overall view of science and the effect science might have on
the development of the economy within these countries.

Before saying anything further, I wish to pay tribute to Dr. Ballard and the
National Research Council for the excellent leadership that they have given in
this area in the years past, and which I am sure they will continue to give in
future.

When the Prime Minister announced the formation of the Science Secre-
tariat about two years ago, it was suggested that one of its duties would be
to resolve the differences which might exist between the National Research
Council and the proposed Science Council, which Dr. Mackenzie called the
National Committee for Science Policy. He suggested that this should follow
studies by the Science Secretariat in consultation with the National Research
Council. This was done. Dr. Ballard and his associates, and many other people
in other departments and agencies of government, were extremely helpful in
developing the principles to be incorporated in the bill which was drawn up.

The purpose of the Science Council is stated in the first few lines of the bill.
It is of a very broad general nature, and I know that a great deal of thought
was given to the preparation of this statement. Clause 11 of the bill says, in
part:
It shall be the duty of the Council to assess in a comprehensive
manner Canada’s scientific and technological resources, requirements and
potentialities . . .

This covers a very wide field, and we hope it will make a contribution to
the development and growth of science in Canada by considering the broad
aspects rather than the specific aspects of scientific research itself.

One cannot possibly think of science in modern times without keeping in
mind its effect on people and its relationship to the economy. It is these basic
things that the Council will be looking at. It will be looking at the future, trying
to develop information on which patterns of the future can be established,
looking five to ten years ahead, and saying, “Where are we now, and where
should we be going?” I think this is the simplest explanation that I can give of
the basis for the Science Council bill.
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The duties are described in the bill, and perhaps it might be more useful if
when the individual clauses are being taken up I could expand on the items
in clause 11 of the bill.

Would you prefer that I speak to that now, Mr. Chairman?

The CHAIRMAN: I think you might conclude your statement first because
we may not deal with this bill clause by clause.

Dr. ForwARDp: Clause 11 indicates the kind of things that the Science
Council will be concerned with in Canada.

Dr. Ballard has already mentioned the fact that in Canada we do not carry
out as much research and do not spend as much of our national income on
research as do many other countries.

I have some comparisons that might be of interest. These are some figures
relating only to the United States, because there are not many countries in the
world from which you can get the information as fully developed as it has been
in 