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THE STANDING SENATE COMMITTEE ON NATIONAL FINANCE
The Honourable T. D’Arcy Leonard, Chairman

The Honourable Senators:

Beaubien Grosart Molson

Benidickson Hays McDonald

Bourget Isnor McLean

Bourque Kinley Nichol

Desruisseaux Laird Paterson

Dessureault Leonard Pearson

Everett Macdonald (Queens) Phillips (Rigaud)

*Flynn *Martin Phillips (Prince)

Fournier (Madawaska- Methot O’Leary (Carleton)
Restigouche) Sparrow

Gelinas ; Walker—(28).

(Quorum 7)
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ORDER OF REFERENCE

Extract from the Minutes of the Proceedings of the Senate, November
25, 1969:

“A Message was brought from the House of Commons by their
Clerk with a Bill C-6, intituled: “An Act to wind up the Canadian
Corporation for the 1967 World Exhibition and to authorize the writing-
off of certain costs and the deferral of certain payments connected there-
with”, to which they desire the concurrence of the Senate.

The Bill was read the first time.
With leave of the Senate,

The Honourable Senator Gélinas moved, seconded by the Honour-
able Senator Fournier (de Lanaudiére), that the Bill be read the second
time now.

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 Gélinas moved, seconded by the Honourable
Senator Bourque, that the Bill be referred to the Standing Senate
Committee on National Finance.

The question being put on the motion, it was—
Resolved in the affirmative.”
Robert Fortier,

Clerk of the Senate.
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MINUTES OF PROCEEDINGS

WEDNESDAY, November 26, 1969.

Pursuant to adjournment and notice, the Standing Senate Committee on
National Finance met this day at 11:30 a.m. to consider:

Bill C-6, “An Act to wind up the Canadian Corporation for the 1967
World Exhibition and to authorize the writing-off of certain costs and the
deferral of certain payments connected therewith.”

Present: The Honourable Senators Leonard (Chairman), Beaubien,
Bourque, Gelinas, Grosart, Laird, Molson, Nichol and Phillips (Prince)—(9).

In attendance: E. Russell Hopkins, Law Clerk and Parliamentary Counsel.

It was Agreed that 800 copies in English and 300 copies in French of these
proceedings be printed.

The following witnesses were heard:

Jean Lupien,

Vice-President,

Central and Mortgage and Housing Corporation.
Dr. A. G. Irvine,

Director, Crown Corporations, Financing Division,
Department of Finance.

L. J. Rodger,

General Director of Promotional Services.
Department of Industry, Trade and Commerce.

Upon motion, it was Resolved to report the said Bill without amendment.

At 12:30 p.m. the Committee adjourned until Thursday next, December 4,
1969.

ATTEST:
Frank A. Jackson,

Clerk of the Committee.



REPORT OF THE COMMITTEE
‘WEDNESDAY, November 26, 1969.

The Standing Senate Committee on National Finance to which was referred
the Bill C-6, intituled: “An Act to wind up the Canadian Corporation for the
1967 World Exhibition and to authorize the writing-off of certain costs and the
deferral of certain payments connected therewith”, has in obedience to the
order of reference of November 25, 1969, examined the said Bill and now
reports the same without amendment.

Respectfully submitted.

T. D’ARCY LEONARD,
Chairman.



THE STANDING SENATE COMMITTEE ON NATIONAL FINANCE
EVIDENCE

Ottawa, Wednesday, November 26, 1969

The Standing Senate Committee on Nation-
al Finance, to which was referred Bill C-6, to
wind up the Canadian Corporation for the
1967 World Exhibition and to authorize the
writing-off of certain costs and the deferral of
certain payments connected therewith, met
this day at 11.30 a.m.

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

The Chairman: Honourable senators, two
matters have been referred to the committee:
one is the Supplementary Estimates A, and
the second is Bill C-6, the short title of which
is the Expo Winding-Up Act.

There is no legislation yet introduced with
respect to Supplementary Estimates A. There-
fore, there is not an immediate rush about
that, and I suggest we meet to discuss the
Estimates next Thursday, a week from tomeor-
row, at ten o’clock, at which time I expect
that Mr. Reisman of the Treasury Board will
appear before us. Does that time meet with
your approval?

Hon. Senators:

Agreed.

The Chairman: A motion to print the pro-
ceedings in connection with the Expo bill is
in order.

Upon motion, it was resolved that a
verbatim report be made of the proceed-
ings and to recommend that 800 copies in
English and 300 copies in French be
printed.

The Chairman: With respect to Bill C-6,
which was given second reading yesterday on
the motion of Senator Gélinas, we have as
our witnesses today Mr. Jean Lupien, Deputy
Commissioner General of the Expo Corpora-
tion, as well as two directors of the Corpora-
tion, namely, Dr. A. G. Irvine from the
Department of Finance, and Mr. L. J. Rodger
from the Department of Industry, Trade and
Commerce.

Unless Senator Gélinas has something to
say at the moment, I will ask Mr. Lupien to
lead off in speaking to the bill before us.

: &

Senator Gélinas: I have nothing to say, Mr.
Chairman.

Mr. Jean Lupien, Vice-President, Ceniral
Mortgage and Housing Corporation and De-
puty Commissioner General, Expo Corpora-
tion: Thank you, Mr. Chairman. Honourable
senators, I am very pleased to appear before
your committee to provide any information
that we have available on the nature of the
bill, and, at the same time, on the main ques-
tions that may be of concern to you about
the Expo Corporation.

I should like to explain that in the begin-
ning of February, 1968, a new board was
established by consent of the three partners
to carry out the dissolution of the Expo Cor-
poration. It was felt that the three partners,
the province, the municipality and the federal
Government, could best be represented to
carry out this task by public servants who
would have in their fields the competence to
carry out that task.

At that time there were still some 400
employees of the Corporation, and there were
a few thousand contracts that still had to be
settled. This task was tackled during 1968,
mainly, and our 1968 report, copies of which
you have, describes the activity of the Corpo-
ration during that period.

When we reached 1969 we had, for the
main part, carried out the administrative task
of dissolving the Expo Corporation, but we
still had to iron out some problems of the
division of responsibilities for the repayment
of the Expo Corporation. This was carried out
mainly by the federal Government in com-
munication with the partners concerned—the
Province of Quebec and the City of Montreal.

During 1969 the staff of the Expo Corpora-
tion was less than half a dozen until May,
1969, and in that month we had for all practi-
cal purposes, except for the formality of it,
achieved the dissolution of the Corporation.
Since then we have only one employee who is
looking after the archives of the Corporation
and seeing to it that they are stored properly
and used for any query we may have.

We still had one task to perform which was
the printing of the memorial of the Expo

7
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Corporation. This is under way at the
moment at the Queen’s Printer and will be
published by January or February, 1970.

In order to bring every one concerned
up to date with the state of finances of Expo
Corporation, we have distributed an unofficial
document which is called “The financial state-
ment as of October 31.” That gives the extent
of the assets and liabilities of the Corporation
as of now, and you can see from it that the
total assets are of the order of $350,000 and
the liabilities are in an equal amount. Among
possible payments still to be received there is
an amount of money that could be of the
order of $100,000 or more from the settlement
of the costs of premiums that covered the
liabilities for property and personal damage
during the time of Expo Corporation. We
have distributed also a document, the one
with the green cover, which is the annual
report for the year 1967. Since in fact when
dealing with the Expo Corporation we are
mainly concerned with the events that took
place in 1967, we thought your interest could
be centred on this document.

I do not wish to talk too long, but I would
like to point out that probably two main
questions could be of some interest in dealing
with Expo Corporation. These would be the
matters that were brought to the attention of
the house by the Auditor General in his cer-
tificate covering the administration for the
year 1967. You have it at page 33 of the 1967
annual report and more specifically, perhaps,
on page 34 where the Auditor General felt
that he had to write the following sentence:

The inadequacies of the financial controls
referred to in previous reports still exist-
ed at the time the Exhibition opened.
Certain revenues could not be effectively
checked by us and we are unable to
express an opinion on the correctness of

the following amounts shown on
Schedule 4 of the attached financial
statements:

The board of Expo Corporation dealt exten-
sively with these remarks of the Auditor
General and felt for its own part that they
were unduly severe. We admitted that at the
first days of the opening of Expo the manage-
ment was faced with an unbelievable success
in as much as there had been forecasts of
attendances by experts and all of the
administration provisions had been based on
these forecasts. But it so happened that in the
first three days of the opening 1,500,000 visi-
tors came to Expo which was roughly three

Standing Senate Committee

times the attendance expected and this car-
ried on for the first three days of May at a
rhythm - that was about twice the forecast
attendance. In fact it turned out that the total
attendance was twice that which had been
forecast, amounting to some 50 million. This
impact of a very much larger number of visi-
tors than had been forecast created an
unforeseen situation that physically the staff
could not cope with. It was an emergency
situation. We readily admit that this was the
case, but corrective measures were taken
immediately. The management came to the
governments  concerned and requested
authority to hire 2,000 additional employees
required to handle the greater amount of
traffic, for example in the collecting of tickets
and everything related to it.

During that first period we were faced
with what we have identified as a cash sur-
plus. That is to say there was an amount of
receipts that could not be assigned to a
specific function or activity. But it was clear-
ly established by a reconciliation that was
carried out from the beginning of June, with
the help of outside consultants and carried
through the period of the holding of Expo
and from the month of October on that the
only amount of money that could be consid-
ered as a difference between expected reve-
nues and actual revenues was a net amount
of $97,788 which amounts to one tenth of one
per cent of the total revenues concerned
which were over $101 million.

We feel it is safe to conclude from this that
on the basis of this final revenue reconcilia-
tion supported by documentation which is
available for examination that there is ample
evidence to form an opinion as to the correct-
ness of all the revenues of the Corporation.
We regret that we could not convince the
Auditor General of that point of view, but
we have transmitted to him our views about it
and our reconciliation and we feel that this is
one of the important issues that can be
mentioned. g

The other one that is the most often
referred to, and which has been dealt with by
the honourable senator who spoke about it on
first reading, relates to the cost of Expo Cor-
poration. I do not believe I can add very
much to what the honourable senator has
stated. This was a plan, a concept, that had to
evolve with time, since time was so short for
the execution of the project. So, no one, in
our judgment, could make a detailed estimate
of what could be the final cost because there
was no final plan.
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What we feel should be emphasized is that
the Expo Corporation, through its manage-
ment and its board, has overseen the develop-
ment of such plan in a very careful and effi-
cient manner, by holding some 250 meetings
of the executive committee and some 60
meetings of the board of the Expo Corpora-
tion. As you know, this board was composed
of most eminent Canadians experience in the
field of management and business, and they
have exercised their duties with all the abili-
ty we can expect from them, and they have
discharged these responsibilities to the fullest.
In addition, there were seven reviews of the
master plan. In my judgment, this shows the
degree of attention given by the management
affording the opportunity for governments to
be fully aware of what evolution was taking
place in these plans, so that on seven separate
occasions, in a short span of four years, there
was occasion for each respective minister of
the province and the federal Government, for
each treasury board, for each cabinet to pass
judgment on details of elements that con-
stituted Expo as we knew it.

Of course, there are two other important
issues. They relate to the division of assets of
the Expo site and the benefits that have
resulted from Expo. With your permission,
Mr. Chairman, I would ask Dr. Irvine to
Speak on these two elments.

Dr. A. G. Irvine, Director Crown Corpora-
tions Financing Division, Depariment of
Finance: Thank you very much, Mr. Chair-
Mman, I would like to say that we have not
Teally been able to explain this very success-
fully before, so I hope you will give me a few
Mmoments.

If T may start with the expenditures of
Expo Corporation, there has, of course, been
Considerable criticism of the total which, in
round figures, is about $430 million. The other
Very large expenditure was by foreign tour-
I8ts who came to Canada, and they spent in
Canada a net amount of $480 million—that
Was the figure produced by DBS. So, if you
take these two items together you have more
than $900 million.

'There were other expenditures associated
With Expo. There was a figure of over $100
Million spent by foreign exhibitors, mainly
f()I'Qign governments, on the construction and
Oberation of buildings at Expo, and then
®Xpenditures by Canadian exhibitors and by

dnadian corporations. When you take the
total of the whole of these expenditures and
You calculate it conservatively, -the estimate
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that we have is one of over $1.1 billion. How-
ever, I am going to talk in hundreds of mil-
lions, because to do otherwise would lead to
confusion.

When you ask what happened to this $1.1
billion, first of all, there was a cost to Canada
in terms of imports. After all, there were
imported materials used; there were foreign
opera companies and foreign orchestras that
came to Expo to give performances; there
were items purchased from abroad like parts
of the minirail, certain foods and drinks, and
so on; and when you add up all these import
costs the total came to approximately $200
million.

Then there were the taxes by governments.
This includes all levels of government: the
Government of Canada, the Government of
Quebec, the City of Montreal and the other
provincial and local governments. These taxes
came to about $230 million. I will quote them
as being about $200 million.

The balance, which was some $700 million,
consisted of the income generated by Expo, a
very large part of it consisting of wages and
salaries. Very large sums were paid in the
form of wages and salaries by the Expo Cor-
poration itself and by the other exhibitors on
the site, by the construction companies which
built the various exhibits; and, of course,
there were other income payments in the
hotels that served tourists and fed them and
looked after them. This was the figure.

These are the broad outlines of the econom-
ics of Expo but, if you look at it in a little
more detail, Expo brought into Canada $585
million—that is, $480 million for tourists plus
$105 million spent by foreign facilities. On
the other hand, Expo cost $200 million in
imports, so that $385 million was the net
receipt from other countries.

As far as governments were concerned, we
have a bill here for the three partners which
adds up to $285 million, of which $40 million
was met by the initial grant, and this bill
asks for authority up to $125 million, the
figure we are actually talking about being
$122.9 million. So, there is a bill for $285
million, but against that there is $230 million
of taxes, so you can say there is a $50 million
cost.

In actual fact, you have to add other costs
which affected governments and crown corpo-
rations. For example, Canada had a pavilion,
Ontario had a pavilion and other provinces
had pavilions at Expo which you have to take
account of. When you take account of those,
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the figure, in round terms, for governments
was a cost of about $100 million. This is the
other factor that comes in, but when you take
Canada as a whole and the non-government
sector of Canada—and, after all, they are
mainly employees of corporations—you find
that, taking account of the whole cost, they
still have $600 million left. You had $1,100
million of expenditures, $200 million in
imports, and that left you with $900 million.
There were $200 million directly generated in
taxes and by Expo expenditures, and the
other $100 million which has to be taken into
account in order to find the net value of
Expo, and you are still left with $600 million.
This is the pattern. In other words, this shows
that the expenditure, while it occurred and
while it was high, did, in fact, flow through
the economy and produce very considerable
benefits to Canadian individuals and Canadi-
an corporations.

The Chairman: Thank you very much, Dr.
Irvine and Mr. Lupien. I have no doubt there
are some questions that occur to members of
the committee, in view of Dr. Irvine’s state-
ment. I might comment that it is a good thing
that a capital gains tax did not apply to the
operations of the Corporation.

Senator Molson: They would get it back
five years from now, Mr. Chairman.

Senator Beaubien: At page 4 of the finan-
cial statement of October 31, 1961 there is the
entry: “Phase-out—Miss Y. Tremblay,
$3,373.75”. What is that amount?

Mr. Lupien: This is the one employee I re-
ferred to earlier, and she is the last one re-
maining. This is the only full-time employee
of the Expo Corporation who will remain an
employee until this bill is proclaimed. She
will benefit, as have all other employees, from
what we call the phase-out that was provided
for all employees who agreed to work under
conditions of temporary employment. They
were given an amount based on their salary in
order to compensate them for the time nec-
essary to find another job.

Senator Laird: Would you say that this is
severance pay

Mr. Lupien: Yes,

Senator Connolly (Ottawa West): What is
the amount?

Mr. Lupien: In her case it amounts to
fggzs.%, and she has been employed since

Standing Senate Committee

Senator Molson: She gets just over $3,300
after six years of service

Mr. Lupien: Yes.

Senator Molson: It is not overly generous.

Mr. Chairman, I should like to refer to the
auditors’ report which is contained in the
annual report for 1967. I do not think sub-
paragraph (1) needs any further comment,
and subparagraph (2) has been dealt with at
some length. Subparagraph (3) seems to bring
into question some activities in regard to
banks. Could we have an explanation of that?

Mr. Lupien: I would ask Dr. Irvine to reply
to that. It relates to the choice of banks.

Dr. Irvine: I should like to read to you
section 13 of the Canadian Corporation for
the 1967 World Exhibition Act, which is as
follows:

The Corporation shall maintain in its
own name one or more accounts in a
chartered bank designated by the Minis-
ter of Finance with the approval of the
Minister of Finance of Quebec.

In actual fact, the Corporation did just that,
but it also maintained as well other
accounts—one in a chartered bank, if I
remember correctly, and one in a caisse popu-
laire. In actual fact, section 13 of the Canadi-
an Corporation for the 1967 World Exhibition

Act does not prohibit the holding of these
additional accounts.

Senator Molson: Which are the banks we
are discussing?

Mr. Lupien: The Bank of Commerce...

Senator Molson: Which bank was originally
authorized—the Bank of Montreal or the
Bank of Commerce?

Dr. The Bank of Montreal, I
believe.

Irvine:

Mr. Lupien: The bank actually used was
the Bank of Commerce. This is a complex
story. In fact,the banking fraternity had not
elected to accept willingly the invitation to
open up a system of branches to take care of
the banking activity on the site. The first one
that accepted the invitation to provide bank-
ing facilities was the caisse populaire. Faced
with this situation, the banking fraternity
volunteered with a bit more enthusiasm, and
the Bank of Commerce was the first one to
offer a firm proposal with respect to banking
services on the site.
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But, your question, senator, deals with the
original banks named in the act.

Mr. L. J. Rodger, General Director of Pro-
motional Services, Deparimeni of Indusiry,
Trade and Commerce: They were the Banque
Canadienne Nationale and the Bank of
Montreal.

Senator Beaubien: But the Bank of Mont-
real was not used.

Mr. Lupien: Because they did not offer
their services on the site.

Senator Molson: I do not think we want to
go into this, but the story has certain ramifi-
cations, and there are some letters on the file
which perhaps are best left alone. But, my
question did not really deal with that. My
question is: Which banks should have been
used, and which banks were, in fact, used?

Mr. Lupien: The Banque Canadienne
Nationale and the Bank of Montreal.

Senator Molson: And then later on what
banks were used?

Mr. Lupien: They were the Bank of Com-
merce and the caisse populaire.

Senator Connolly (Ottawa West): How
many financial institutions provided facilities
on the site?

Mr. Lupien: These two only—the Bank of
Commerce and the caisse populaire. They
were the only two that provided banking
facilities on the site.

Senator Connolly (Ottawa West): Did the
other banks have an opportunity to provide
such facilities?

Mr. Lupien: Yes, in my understanding, they
did.

Senator Molson: What was that?

The Chairman: Mr. Lupien was asked if
the other banks were given the opportunity
to provide banking services, and he said that
they were.

Senator Molson: I think the bankers’
association dealt with this matter generally,
and I do not think your statement is com-
_Dletely and fully explanatory, if I may put it
in that way. The banks were dealt with as an
association, were they not?

Mr. Lupien: Yes, that is right.

Finance 1:11

Senator Molson: So that they individually
did not at any time choose to put their facili-
ties on the Expo site?

Mr. Lupien: That is right, but—well, I do
not know whether I should go on.

Senator Molson: I do not think this is the
time for it.

The Chairman:
questions?

Are there any other

Senator Phillips (Prince): Mr. Chairman,
what has been the disposition of Habitat?

Mr. Lupien: Habitat was designed and built
as an exhibit forming part of the pavilions to
be presented by the Expo Corporation. It was
a new concept of residential accommodation
of high density that would offer an equivalent
to the housing accommodation of a privately-
owned individual house. As such it called for
the concept to be transferred into plans, and
it had to be executed while the plans were
being drawn. Since all of the proposal came
in as a proposal only at the time, a decision
had to be taken as to whether it would be
accepted. It was built, and 154 units were
erected. Of those 154 units, 114 were actually
finished. The total cost of construction was
$22.5 million.

Once the Expo Corporation was terminated
and its assets divided, the assets on what is
called Cité du Havre were given to the feder-
al Government for the sum of $1. So, the
federal Government has acquired, among
other assets, Habitat. The federal Government
has selected the Central Mortgage and Hous-
ing Corporation to administer these assets on
its behalf. Habitat is not on our books as an
asset. We took this property over in 1968.

Senator (Ottawa West):
being?

Mr. Lupien: C.M.H.C. took over this prop-
erty, among others, in 1968. We have offered
it for lease and now have 108 of the 114 units
occupied at rents that are competitive on the
Montreal market at the moment.

Connolly You

Senator Connolly (Ottawa West): Were they
not competitive before?

Mr. Lupien: The original rents that had
been established at the time of Expo benefited
from the value of its size and location. They
were too high to be maintained on a contin-
uous basis on the Montreal market.

Senator Connolly (Ottawa Westi):
much do you charge for rent?

How




1:12

Mr. Lupien: The rents charged are on the
basis of $200 for one-bedroom accommoda-
tion, plus $100 each for additional bedrooms.
It is $300 for a two-bedroom dwelling, $400

for three bedrooms and $500 for four
bedrooms.
Senator Phillips (Prince): The obvious

question is how much is C.M.H.C. losing on
Habitat?

Mr. Lupien: The first year of operation did
not produce a balanced budget, because we
were renting as we were administering. We
hope that after a full year of operation, fully
rented, we will have a balanced budget.

Senator Connolly (Ottawa Wesi): Is there
any suggestion or plan that Habitat might be
sold to some entrepreneur?

Mr. Lupien: As administrator on behalf of
the federal Government we have not yet
faced this question. It is our judgment that
the project should be completed and experi-
ence a period of sound administration before
being offered for sale. It is my personal view-
point that once it has experienced a full year
of successful administration it should be
offered for sale. My hope also is that it should
be a wonderful type of accommodation to be
placed under the condominium legislation
being considered by the Quebec Government
at the moment. It is a type of accommodation
that lends itself to such form of tenure.

Senator Beaubien: How many units are
there, and how many are rented?

Mr. Lupien: There are 114 completed and
108 are occupied.

The Chairman: What is the situation with
the remainder of the 154?

Mr. Lupien: They are the subject of a
recommendation by our Corporation to the
Government for their completion. No decision
has yet been taken.

The Chairman: In what order would an
estimate of the cost of that be?

Mr. Lupien: In the order of $1,200,000.

Senator Gélinas: How many square feet
are there in the largest apartment?

Mr, Lupien: A three bedroom housing unit
would have about 1,500 square feet. It is

much larger than conventional apartment
construction.
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Senator Beaubien: What would that rent
for?

Mr. Lupien:
month.

Four hundred dollars per

Senator Connolly (Oitawa Wesi):
would be unfurnished, I presume?

That

Mr. Lupien: Unfurnished.

Senator Molson: Mr. Chairman, could I ask
what was the estimated value of the assets
that were taken over by the different govern-
ments at the end in lieu of sales, which the
Auditor General says accounted for a great
deal of the deficit. Is there a figure here that I
did not find?

Mr. Lupien: There is a figure of the origi-
nal value of assets that were distributed. This
figure is $199 million. In the distribution of
assets the Province of Quebec elected to have
only two pieces of real estate, the Expo
theatre and the museum on Cité du Havre.
The rest of the division was based on the
original ownership of land. Since the two
islands belong to the City of Montreal, they
were given the two islands and the properties
thereon. The federal Government took Cité
du Havre and the buildings thereon. The
original book value of the assets given to the
federal Government was $59 million.

Dr. Irvine: The City of Montreal, $135,094,-
953; the Government of Quebec, $4,753,693;
the Government of Canada, $59,876,285. That
is a grand total of $199,724,931, at cost.

The Chairman: Was there no effort to do it
on some kind of appraisal value? It was all
done on book value, was it?

Dr. Irvine: Yes, Mr. Chairman.

Senator Connolly (Ottawa West): Other
than Habitat are there any revenue properties
than Habitat owned by the federal
Government?

Mr. Lupien: The main property owned by
the federal Government and given in this
distribution of assets in addition to Habitat
was the administration building, which was
built at an original cost of $5 million. This in
my judgment would have a present-day value
close to that. This building was given to the
National Harbours Board for its headquarters
in Montreal and is being used as such at the
moment. Since it was received by the federal
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Government at the nominal cost of $1 it was
transferred in that same fashion to the
National Harbours Board by decision of the
Government.

In addition, there is the Autostade, which is
also a piece of real estate with a present
value. Central Mortgage and Housing Corpo-
ration recommended to the Government that
it be leased to the Alouette Football Club.
This was carried out for a lease of five years.

Senator Molson: For how much?

Mr. Lupien: One hundred thousand dollars
a' year.

The Chairman: Is there anything from the
gate?

Mr. Lupien: This is a minimum, or 15 per
cent of the revenues if it is higher.

Senator Molson: For the moment you are
taking the minimum, are you?

Mr. Lupien: We are. In addition there is a
building of some substance, Cercle Univer-
sitaire. At the beginning we entered into a
short-term lease and we are now considering
a longer term lease of five years with the
‘Cercle Universitaire. There has been a very
happy relationship between the Cercle on
what  was .formerly called the TUniversity
Club, as well as another name. The banks
were represented there.

Senator Molson: Yes sir, I think it was
known as some kind of centre.

Mr. Lupien: It was the Expo Trade Centre.
The whole building is now being occupied by
the Cercle Universitaire and we hope to
negotiate successfully a lease for five years
with them.

Senator Molson: Is it going to be a typical
temporary building that will be satisfactory
for the purpose for the next 30 years, or is it
showing signs of being temporary?

~ Mr. Lupien: It is behaving very well at the
moment, but any long-term plan for the use
‘of this land would probably call for a more
Substantial building to be built on such a site.
I foresee that eventually it will disappear and
make place for more substantial residential
Construction. .

Senator Gélinas: May I ask what the cost °

‘was for the art gallery, if that figure is
‘available?

Finance - 1:13
Mr. Lupien: We gave you the book value of

the two buildings together. We will look for it
m a minute.

- Senator Molson: I should like to ask one
more question about the administration
centre. The National Harbours Board have it.
Was this the sort of space the National Har-
bours Board needed, are they occupying all of
it, and what space did they have before?

Mr. Lupien: I am not-competent to speak
on behalf of the requirements or views of the
National Harbours Board. I can ‘say from
observation, since we still go there on behalf
of Expo Corporation to work, that they do not
occupy all the space. They have signed leases
with other- government agencies. They are
also offering surplus space to all comers on
the Montreal market. I am now advised that
the art gallery cost us $2.1 million.

Senator Connolly (Otitawa West): Near the
Expo site, as one enters it, there were vast

‘areas for parking. Who owns that?

Mr. Lupien: This part of the assets came

back to the federal government. It is the

property of the federal government. There
are ten million square feet of land in all of
what one could call Cité du Héavre, including
‘the Victoria parking ground and the land
under the Autostade. It belongs to the federal
government.

Senator Molson: Do you perhaps envisage
development there, commercial or otherwise?

Mr. Lupien: The Government gave us the
mandate through CMHC to administer these
assets, and one of the first decisions we took

jointly with the National Harbours Board was

to request a study on the long-term use of
this land. We have a preliminary report on
such a study, and we will discuss that with
the Government.

Senator Molson: That is not reclaimed land.

Mr. Lupien: It is in great part reclaimed. In
fact, the Victoria parking ground is a piece of

‘land which could not be used for many years

because of the filling procedures used, which

make it an unusable piece of land for many

years to come.
Senator Molson: Like a garbage dump.

Mr. Lupien: The Cité du Havre or the
McKay pier was reclaimed land with stone,




1:14

and done in a professional manner, which
makes it usable presently.

Senator Connolly (Ottawa West): But in
time they propose to use the Viectoria parking
area...

Mr. Lupien: In less than ten years.

Senator Connolly (Ottawa West): ...which
will increase in value.

Mr. Lupien: Very definitely.

Senator Laird: When you say usable, do
you mean usable for buildings? At the pres-
ent time is it being used as a parking area?

Mr. Lupien: Only very partially as a park-
ing unit.

Senator Laird: Is it too far from the down-
town area to be attractive?

Mr. Lupien: There would be a need for a
commuter service between that parking space
and downtown.

Senator Bourque: The land on the west of
the parking ground used in Longueuil for
Expo is now to be used to build a $500 million
apartment project. I heard last week a syndi-
cate has been formed to build 100-unit apart-
ments on the land.

Mr. Lupien: Personally I am not aware of
these plans. The land used for parking facili-
ties in Longueuil belongs to the City of
Longueuil.

Senator Malson: Has there been any discus-
sion with the Department of Transport about
the possible need for a STOL aircraft strip in
the area of the Victoria parking ground?

Mr. Lupien: Qur consultants, in being given
a mandate to study the long-term use of the
land, were asked specifically to consider an
airport of the STOL type. The preliminary
recommendation of our consultant there is
negative on that.

Senator Molson: It is probably too close to
buildings, is it not?

Mr. Lupien: To buildings, because of the
tower wires there, and various other technieal
considerations.

Senator Phillips (Prince): On page 44 of
your statement dealing with personal
expenses, there is a total to date of approxi-
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mately $1.75 million for travel expenses and
other fees. What amount of that has been
spent since Expo closed, in 1968 and 19697

Mr. Lupien: It would be a very nominal
figure in 1968. I do not see a specific listing of
such an expenditure in our financial report
for 1968, but it would be a negligible amount.
From that year on the board changed. In 1968
the corporation employees had no need to
travel, though there could be some $100.
There is no heading catering for that, and it
would be virtually mil.

Senator Phillips (Prince): During construc-
tion there was considerable criticism of the
fact that many contracts were negotiated on a
cost-plus basis rather than tender call. How
many contracts were let in that way?

Mr. Lupien: The general procedure was to
award contracts on tender. Once a tender had
been awarded to the lowest tenderer, the
procedure was to continue negotiations with
that contractor any change order in the plans.
The principle followed was the one followed
by the Government in all its transactions,
that once a main contract has been awarded
any changes to be made to the original build-
ings contracted for should be negotiated
exclusively with the original contractor.

Senator Phillips (Prince): How many con-
tracts exceeded their original estimated cost,
not the revised estimate?

Mr. Lupien: We feel this was inherent in
the manner in which we had to design com-
plete plans for the exhibition.

Senator Phillips (Prince): But how many
actual contracts did exceed the original
estimated cost?

Mr. Lupien: I regret that I have no figures
on that at the moment.

Dr. Irvine: I cannot give an exact answer in
terms of numbers, for the reason that there
were thousands of centracts. The Auditor
General in his 1967 report, if I remember
correctly, listed all the major ones. There was
Habitat, two large buildings and one or two
small ones in terms of value, which he men-
tions. With regard to those that are not men-
tioned by the Auditor General, frankly my
memory is that there were as many that
went above as went below. It was about 50-50
and, in fact, the two tended to balance out. In
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other words, they were not very large, the The Chairman: Are there any
other ones on the contract. There were some questions? Shall we report the bill?
cases where an active process led to consider-

able reductions. I think there was a $12 mil- Hon. Senators: Agreed.

lion contract, which was cut back to $5

million. The committee adjourned.

Queen’s Printer for Canada, Ottawa, 1969
Imprimeur de la Reine pour le Canada, Ottawa, 1969
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THE STANDING SENATE COMMITTEE ON NATIONAL FINANCE
The Honourable T. D’Arcy Leonard, Chairman

The Honourable Senators:

Beaubien Grosart Molson
Benidickson Hays McDonald
Bourget Isnor McLean
Bourque Kinley Nichol
Desruisseaux Laird Paterson
Dessureault Leonard Pearson

Everett MacDonald (Queens) Phillips (Rigaud)
*Flynn *Martin Phillips (Prince)
Fournier (Madawaska-  Methot O’Leary (Carleton)

Restigouche) Sparrow
Gelinas Walker—(28).

(Quorum T7)

* Ex officio members: Flynn and Martin.



ORDER OF REFERENCE

Extract from the Minutes of the Proceedings of the Senate, Wednesday,
November 19, 1969:

“With leave of the Senate,

The Honourable Senator Langlois moved, seconded by the Honour-
able Senator Martin, P.C.:

That the Standing Senate Committee on National Finance be author-
ized to examine and report upon the expenditures set out in the
Supplementary Estimates (A) laid before Parliament for the fiscal year
ending the 31st March, 1970.

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

Robert Fortier,
Clerk of the Senate.
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MINUTES OF PROCEEDINGS

THURSDAY, December 4th, 1969.
(2)
Pursuant to notice the Standing Senate Committee on National Finance
met this day at 10:00 a.m. to examine:

Supplementary Estimates (A), laid before Parliament for the fiscal year
ending March 31, 1970.

Present: The Honourable Senators D’Arcy Leonard (Chairman), Beaubien,
Benidickson, Desruisseaux, Everett, Flynn, Fournier (Madawaska-Restigouche),
Gelinas, Grosart, Kinley, Laird, MacDonald (Queens), Molson, Pearson and
Phillips (Rigaud). (15)

Present, but not of the Committee: The Honourable Senators Connolly
(Ottawa West), Haig, Lamontagne and Smith. (4)
The following witnesses were heard:

Treasury Board:

The Honourable C. M. Drury, President.
S. Cloutier, Deputy Secretary, Program Branch.

Upon motion, it was Resolved to report upon the said Supplementary
Estimates (A).
At 11:15 a.m. the Committee adjourned to the call of the Chairman.

ATTEST:
Frank A. Jackson,
Clerk of the Committee.




REPORT OF THE COMMITTEE

THURSDAY, December 4th, 1969.

The Standing Senate Committee on National Finance, to which was re-
ferred the Supplementary Estimates “A” for the fiscal year ending March 31,
1970, has in obedience to the order of reference of November 19th, 1969,
examined the said Supplementary Estimates and reports as follows:

1. Your Committee has examined the said Supplementary Estimates “A”
and has heard evidence thereon from the Honourable C. M. Drury, President of
the Treasury Board, and Mr. S. Cloutier, Deputy Secretary, Programs Branch,
of the Treasury Board.

2. The said Supplementary Estimates provide for total expenditures of
$66,446,526.00 and for loans of $24,760,002.00, bringing the total of Main and
Supplementary Estimates for the current fiscal year to $11,924,098.00 and the
total of Loans, Investments and Advances to $634,418,060.00.

3. It was stated in evidence before us by the President of the Treasury
Board that the total of these Estimates plus additions that may be made by

final Supplementary Estimates will be consistent with a budgetary surplus for
the fiscal year.

4. Included in the said Supplementary Estimates “A’ were forty-four (44)
one dollar ($1) items about which your Committee made inquiries and the ex-
planations of these items are contained in a statement furnished by the Treasury
Board and attached as an Appendix to this Report. Over the past several years
your Committee has been concerned about the number and character of one
dollar ($1) items contained in various Supplementary Estimates. In consequence
thereof at a meeting of this Committee held on November 2nd, 1967, the then
Secretary of the Treasury Board, Dr. George F. Davidson, expressed his willing-
ness to give an undertaking to provide the Committee with mimeographed ex-
planations of such items. As a result, the Appendix to this Report explains the
one dollar ($1) items in the said Supplementary Estimates “A”.

5. The largest vote in these Supplementary Estimates is Vote 5a for
$40,000,000.00 for the Treasury Board and your Committee received evidence
from the witnesses to the effect that this item is required to assist the Board
in connection with salary adjustments for all departments of the Government as
a result of bargaining negotiations with employees.

Respectfully submitted.

T. DPARCY LEONARD,
Chairman.



APPENDIX

EXPLANATION OF ONE DOLLAR ITEMS
SUPPLEMENTARY ESTIMATES (A), 1969-70
SUMMARY

The 44 one dollar items in these Estimates are listed separately in the
attached according to purpose.

(I) One dollar items authorizing transfers from one vote to another within
a ministry to meet salary costs and to meet other costs. (25 items to
meet salary costs and 4 to meet other costs.)

(IT) One dollar items to provide for the listing of items of expenditure
that are required to be listed in Estimates (i.e., grants and certain
capital projects, 12 items)

(III) One dollar items to amend legislation usually approved through
Estimates. (3 items)

PART I

ONE DOLLAR ITEMS AUTHORIZING TRANSFERS
FROM ONE VOTE TO ANOTHER WITHIN A MINISTRY
TO MEET SALARY COSTS AND TO MEET OTHER COSTS

TRANSFERS TO MEET SALARY COSTS
Agriculture

Vote 5a: Amount of transfer to this vote $934,999.

Source of funds: Vote 10 ($200,000); purchase of items of equipment
originally scheduled for acquisition in the current fiscal year has been deferred.

Vote 17 ($734,999) Agricultural Stabilization Account. The amount of
subsidies will be lower than anticipated due to decrease in price support activity;
in particular an improvement in the price for sugar beets will reduce the
amounts of sugar beet subsidies to levels lower than originally estimated.

Vote 15a: Amount of transfer to this vote $111,899.

Source of funds: Vote 17 ($111,899) Agricultural Stabilization Account—
as explained above.

Vote 30a: Amount of transfer to this vote $407,899.

Source of funds: Vote 17 ($407,899) Agricultural Stabilization Account—
as explained above.

Vote 40a: Amount of transfer to this vote $146,899.

Source of funds: Vote 17 ($146,899) Agricultural Stabilization Account—
as explained above.

Communications

Vote la: Amount of transfer to this vote $863,999.
Source of funds: Vote 5 ($649,999) Construction and Acquisition of Build-
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ings, Works, Land and Equipment—Estimated expenditures on the ISIS “B”
contract reduced by $450,000 due to delay of the project and deferment of
purchase of miscellaneous equipment $200,000.

Increase in revenues forecasted to be netted in Vote 1—$214,000.

Clarification of legislation: Also amending the wording of Votg 1 to cla}r’ify
the authorization to expend revenues received by Canadian Radio Television
Commission for purposes of this vote.

Energy. Mines & Resources

Vote 1a: Amount of transfer to this vote $119,399.

Source of funds: Vote 5 ($119,399)—reduction in planned scale of replace-
ment of field survey equipment.

Vote 15a: Amount of transfer to this vote $900,999.

Source of funds: Vote 20 ($440,000)—Main Estimates provided for pur-
chase of Skyvan Aircraft but the purchase at a cost of $400,000 was made from
1968-69 funds; postponement of astronomy mirror transit project, $40,000.

Vote 25 ($18,000)—reduction in grants for costs of scientific conferences in
geological sciences.

Vote 40 ($442,999)—reduction in expenditures on contracted studies.

External Affairs

Vote 1a: Amount of transfer to this vote $2,367,999.

Source of funds: Vote 15 ($2,367,999)—expenditure for Defence Support
Assistance in Greece and Turkey has been less than expected; contribution to
cost of Tanzanian Military Academy is no longer required as Military Assistance
Agreement with Tanzania is not being renewed; proposed grant to International
Civil Aviation organization not required in 1969-70 because planned move of
ICAO to new headquarters has not taken place.

Fisheries & Forestry

Vote 5a: Amount of transfer to this vote $1,172,999.

Source of funds: Vote 10 ($1,172,999)—deferment of vessel construction
($643,000); deferment and cancellation of building and works ($308,000);
general reduction in acquisition of equipment ($221,999).

Vote 20a: Amount of transfer to this vote $199,999.

Source of funds: Vote 25 ($199,999)—deferment of minor capital projects
and final payment on Nanaimo Laboratory.

National Health & Welfare
Vote 8a: Amount of transfer to this vote $39,999.

source of funds: Vote 15 (39,999)—it is expected that contributions for
hospital construction will be less than estimated in Main Estimates 1969-70.

Vote 20a: Amount of transfer to this vote $1,556,999.
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Source of funds: Vote 41 ($1,000,000)—reduction in cost of payments to
immigrants in lieu of family allowances since number of immigrants arriving in
Canada with children is smaller than expected.

Vote 25 ($159,000)—deferment of planned construction of Fisher River
Indian Hospital in Manitoba.

Vote 15 ($397,999)—Dbased on current trends reflected in claims submitted
by the provinces, contributions to hospital construction will be less than
estimated.

Vote 40a: Amount of transfer to this vote $311,999.

Source of funds: Vote 10 ($249,999). Vote 15 ($62,000)—based on current
trends as reflected by claims and projects submitted by the provinces, contribu-

tions for health grants and hospital construction will be less than originally
estimated.

Public Works

Vote la: Amount of transfer to this vote $1,317,799.

Source of funds: Vote 15 ($1,317,799)—general slow down in this program
has made funds available for transfer to other departmental votes.

Vote 5a: Amount of transfer to this vote $1,969,799.
Source of funds: Vote 15 ($1,969,799)—as detailed above.
Vote 35a: Amount of transfer to this vote $147,599.
Source of funds: Vote 15 ($147,599)—as detailed above.
Vote 55a: Amount of transfer to this vote $34,199.
Source of funds: Vote 15 ($34,199)—as detailed above.

Regional Economic Expansion

Vote la: Amount of transfer to this vote $943,493.

Source of funds: Vote 10 ($943,493)—the number of projects initiated by
pProvinces involving building of industrial infrastructure are less than estimated
and funds provided in this vote are therefore available for transfer.

Transport

Vote la: Amount of transfer to this vote $499,999.

Source of funds: Vote 15 ($499,999)—actual subsidies payable less than
estimated due to decreased cost of operating in ice free conditions in North
Sydney Harbour and efficiencies from operating the new rail-car ferry service
to Newfoundland.

Vote 5a: Amount of transfer to this vote $1,579,317.

Source of funds: Vote 10 (1,579,317)—reassessment of priorities and de-
ferment of capital projects has made funds available for transfer.

Vote 30a: Amount of transfer to this vote $2,999,999.

Source of funds: Actual revenues expected to exceed original forecast by
(2,999,999) and provide additional funds required.
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Veterans Affairs

Vote la: Amount of transfer to this vote $57,999.

Source of funds: Vote 10 ($57,999)—actual expenditures on War Veterans’
Allowances less than estimated due to decline in number of recipients and lower
than anticipated average cost.

Vote 5a: Amount of transfer to this vote $464,502.

Source of funds: Vote 10 ($464,502)—as detailed above.

Vote 40a: Amount of transfer to this vote $301,297.

Source of funds: Vote 10 ($301,297)—as detailed above.

NON-SALARY ITEMS
Agriculture—Canadian Dairy Commission

Vote 55a: Amount of transfer to this vote $45,299.
Purpose: To meet additional administrative expenses due to the larger
than expected workload; to meet costs of larger premises.

Source of funds: Vote 17—Agricultural Stabilization Account—as explained
in Vote 5a.

Finance

Vote 1a: Amount of transfer to this vote $75,999.

Purpose: To provide for the costs of issuing White Paper on Tax Reform
($26,000) and computer work on Canada Student Loans Plan ($50,000).

Source of funds: Vote 15 ($75,999)—payment to provinces of grants in lieu

of taxes will be lower than originally estimated since assessments on properties
are less than expected.

Manpower & Immigration

Vote 6a: Amount of transfer to this vote $429,999.

Purpose: To provide funds to make payments against undischarged com-
mitments in respect of Winter Works Incentive Programs of previous years.

Source of funds: Vote 20 ($429,999)—deferment of projects with lower
priority has made funds available.

Vote 15a: Amount of transfer to this vote $2,499,999.

Purpose: To provide additional funds to complete the Czechoslovakian
Refugee Movement Program; placement in employment has taken longer than
expected and some courses for refugees have been increased in length.

Source of funds: Vote 1 ($352,000) —size of staff will be lower than original-
ly planned for the year, thus releasing funds.

Vote 5 ($2,026,700)—reduction in the O.T.A.—Purchase of Training has
made these funds available.

Yote 20 ($121,299) certain projects of lower priority have been deferred
making funds available for this purpose.

(It is considered desirable to more clearly set out the authority under this
program to give assistance to immigrants on a “recoverable” basis and therefore
the word ‘“recoverable” has been added in the vote title.)
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St. Lawrence Seaway Authority

Vote 85a: Amount of transfer to this vote $344,999.

Purpose: To cover operating costs for reopening Lachine Canal under terms
of an injunction issued by the Supreme Court of Montreal on January 20, 1969.

Source of funds: Vote 90 ($344,999)—the operating deficit on the opera-
tion of the Welland Canal in calendar year 1969 is now estimated to be lower
than originally estimated.

PART II

ONE DOLLAR ITEMS TO PROVIDE FOR THE LISTING
OF ITEMS OF EXPENDITURE THAT ARE REQUIRED TO
BE LISTED IN ESTIMATES.

Communications

Vote 15a: To authorize contribution by the Post Office to furnishing of
International Building, Berne, Switzerland—$2,999.

Explanation: Member countries of the Universal Postal Union were asked
to contribute gifts of furnishings at 1968 meeting of the Executive Council.
Canada endorsed this proposal and this is the cost of purchasing and shipping
Canada’s contribution.

Source of funds: Available within vote 15.

Energy, Mines & Resources

Vote 25a: To authorize a grant to the Canadian National Organizing Com-
mittee for the XXIV Session of the International Geological Congress—$25,000.

Explanation: Canada is the host country of the XXIV Congress in 1972
and this grant to the Organizing Committee is to meet the costs of administra-
tion and printing of circulars in 1969-70.

Source of funds: Reduction in planned scale of grants in aid of research
in the Geological Sciences ($24,999).

Vote 50a: To authorize a grant to the Canadian National Committee of the
International Geographical Union—$20,000.

Explanation: Canada is the host country for the 1972 Congress of the
International Geographical Union and this grant is to meet expenses in 1969-70
in preparing for this Congress.

Source of funds: Reduction in total expenses of the Canadian Council of
Resource Ministers, resulting in smaller amount as Canada’s share. Funds
available ($19,999).

External Affairs

_ Vote 15a: To authorize grants and contributions in addition to those detailed
in Main Estimates 1969-70 in amount of $215,500.

Source of funds: Available in Vote 15.
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Canadian International Development Agency

Vote 35a: To authorize additional grants to International Food Aid and
the World Food Program in the amount of $13,745,000.

Explanation: To permit additional grants of wheat and other foodstuffs
and to increase the cash grant to the World Food Program.

Source of funds: Vote 35—Funds available in the Interr}ational Develop-
ment Assistance activity since C.I.D.A. has not fully committed these funds
under arrangements with developing countries for fiscal year 1969-70.

Finance
Vote 2a: To authorize grant to Trail Disaster Relief Fund $200,000 and
transfer of $199,999 from vote 15.

Explanation: Contribution to Trail, B.C. to aid those who suffered losses
during floods in the spring of 1969.

Source of funds: Vote 15 ($199,999)—Payments to provinces of grant; in
lieu of taxes on federal property will be less than originally estimated since
assessments on the properties are less than anticipated.

Indian Affairs & Northern Development

Vote la: To authorize grant to University of Alberta toward cost of con-
ference on production and conservation problem in the amount of $3,000.

Explanation: The department is a supporting member of the International
Union for the Conservation of Nature participating in this conference and

the contribution is to assist in defraying the costs of a conference held in
Edmonton.

Source of funds: Vote 20 ($1,500)—Northern Economic Development,
and Vote 40 ($1,499)—Canadian Wildlife Service.

Public Works

Vote 15a: To authorize certain construction and acquisition projects as
detailed in the Supplementary Estimates—$4,420,300.

Explanation: To permit changes in priorities in the Accommodation Services
Program resulting from urgent requirements of client departments.

Source of funds: Vote 15 ($4,420,299)—the rearrangement of items within
the vote as well as a general slow down in the works program will provide
funds to proceed with these items.

Vote 30a: To authorize new construction and repairs as detailed in the
Supplementary Estimates, $770,000.

Explanation: To permit changes in the Harbours and Rivers Engineering
Services program resulting from urgent requirements in other areas.

Source of funds: Vote 30 ($769,999)—rearrangement of priorities within
the vote will provide funds to proceed with the projects as detailed.
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Vote 40a: To provide funds to cover the costs of the Northumberland Strait
Crossing termination budget. ($1,499,999)

Explanation: Decision not to proceed with the Causeway had not been taken
at time of 1969-70 Main Estimates. The outstanding accounts against this project
will approximate $1,500,000.

Source of funds: Vote 40 ($749,999) by rearrangement of priorities within
the vote; Vote 15 ($750,000)—resulting from a general slow down in the works
program covered in this vote.

Transport

Vote 40a: To authorize additional funds for assistance to mainline airports
and for Canada’s assessment as a member of the World Meteorological Organi-
zation $160,610.

Explanation: Added funds necessary for contributions to operation of
municipal and other airports due to an increasing number of mainline airports
entitled to assistance which was unforeseen in preparation of the Estimates for
1969-70, and also to finalize payment of assessment to the World Meteorological
Organization due to change in U.S. rate of exchange from 79 to 89.

Source of funds: Vote 40 ($160,609)—reduction in fellowship grants in
meteorological research and reduction in contributions for the establishment
or improvement of Terminal and Operational Buildings for mainline airports.

Canadian Transport Commission

Vote 50a: To amend the wording of Vote 50 to authorize payment of grants
in aid of transportation education and research.

Explanation: Main Estimates 1969-70 included this amount of $125,000 for
grants but the vote title did not provide the authority for payment.
Source of funds: Vote 50.

PART III
ONE DOLLAR ITEMS TO AMEND LEGISLATION
USUALLY APPROVED THROUGH ESTIMATES
Industry Trade and Commerce

Vote L97a: *To amend the wording of Vote 657 Appropriation Act No. 2,
1952 to permit the department to make advances to employees during their
services abroad.

Manpower and Immigration

Vote L115a: *To amend the wording of Vote 626 Appropriation Act No. 2,
1955, to permit the department to make advances to employees during their
service abroad.

*(Note: Vote L33a for External Affairs has the same purpose as this and
the preceding vote but in addition it increases the amount of the Working
Capital Advance.)
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National Research Council

Vote 15a: To amend the wording of the vote to include the following—‘“to
authorize the spending of revenue received by the Council in the conduct of its
operations”.

Explanation: In the 1967-68 Auditor General’s Report (Section 142) the
Council’s authority to expend its revenue is questioned because Section 13(e)
of the NRC Act as revised in 1966, does not contain the enabling phrase “to
expend revenue received by the Council through the conduct of its operation”,
which had been included in the Act prior to 1966.

To clarify this authority a change in the wording of the Council’s vote is
proposed as detailed in this item.



THE STANDING SENATE COMMITTEE ON NATIONAL FINANCE
EVIDENCE

Ottawa, Thursday, December 4, 1969

The Standing Senate Committee on Nation-
al Finance, to which was referred the Sup-
plementary Estimates (A) laid before Parlia-
ment for the fiscal year ending 31st March,
1970, met this day at 10 a.m.

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

The Chairman: Honourable senators, I call
the meeting to order. Is it your wish that the
Proceedings of this committee be printed?

Upon motion, it was resolved that a
verbatim report be made of the proceed-
ings and to recommend that 800 copies in
English and 300 copies in French be
printed.

The Chairman: We have before us for con-
Sideration today Supplementary Estimates (A)
for the current year, which were referred to
Us by the Senate for study, examination, and
Teport.

We are pleased to welcome to the commit-
tee again the Honourable C. M. Drury, Presi-
dent of the Treasury Board, who is accom-
bPanied by Mr. Cloutier and Mr. MacDonald
of the Treasury Board.

The minister has excused himself from a
Meeting of Cabinet to attend this meeting,
and would like to return in due course. With-
Out further ado, I shall ask the minister if he
Would like to make a statement on these sup-
Blementary Estimates.

Honourable C. M. Drury, President of The

Teasury Board: Mr. Chairman and honoura-

€ senators, these Estimates contain budge-

Iy items in the amount of $6 million,
Which brings the total of Estimates tabled to
date for the fiscal year 1969-70 to $11,924
Million, They also contain loans, investments
and advances amounting to $25 million.

Last February, when I tabled the main
Estimates for the fiscal year in the House of

Ommons I indicated that there might be a
Need for supplementary Estimates in the
Course of the year, and spoke of the Govern-

ment’s determination that such supplemen-
tary Estimates would be held to a figure con-
sistent with the declared objective of a
balanced budget.

I may say now that the total Estimates of
$11,924 million plus additions that may be
made through final supplementary Estimates
will be consistent with the Government’s
determination to achieve a budgetary surplus
for the year.

A practice introduced in the final sup-
plementary Estimates for 1968-69 is being
continued here, namely the redirection of
funds from appropriations already approved
by Parliament to reflect the changing needs
and priorities. This is seen as providing a
clearer picture of total funds required than
the practice followed in earlier years of
voting additional moneys to meet require-
ments that could not be met within the same
vote. In each case where such a transfer is
proposed an amount of $1 is shown in the
Estimates as a net requirement to bring the
item before the House, and to obtain approval
of Parliament for the transfer. My staff has
prepared a summary of these $1 items on a
separate piece of paper which, if you wish,
we would be glad to have distributed.

The Chairman: Do the members of the
committee wish to have this summary
distributed?

Hon. Senators: Agreed.

Hon. Mr. Drury: By far the greater part of
the total budgetary requirement of $66 mil-
lion in these Estimates is sought for one vote,
the Treasury Board Contingencies Vote. You
will see on page 21 that the amount for this
item is $40 million. This is the amount cal-
culated as necessary to raise the Contingen-
cies Vote to a level sufficient to the demand
that will be made on it in meeting the costs
of salary adjustments arising out of collective
bargaining. Almost every one of the groups
into which the Public Service is divided for
classification and bargaining purposes has
members in more than one department; that
is the salaries of the members of almost every
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group are chargeable to several programs of
government. Given this often wide distribu-
tion of the members of a group, uncertainty
as to the rate at which settlement will be
reached, and uncertainty as to the date at
which it will be reached, it is clearly not
possible to determine in advance the precise
requirement that will arise in each of the
many votes that contain provision for salar-
ies. This is one reason why partial provision
only is made in the departmental budgets and
a further provision is made in the Contingen-
cies Vote from which allotments are made to
supplement the departmental votes as the
precise requirements become known after the
conclusion of collective bargaining agree-
ments.

I would like to draw your attention to the
fact that Parliament is being asked again this
year to grant this appropriation worded in a
way that would allow payments owing with
respect to 1969-70 and prior fiscal years to be
made and recorded up to April 30 next in the
Public Accounts for 1969-70 under the depart-
ment requiring the money, and that the unex-
pended balance on that date would remain
available for salary adjustment payments yet
remaining to be paid. Since the books for the
year 1969-70 will be in effect closed on April
30, 1969, the amounts paid after that date
will not be shown in the Public Accounts for
the year under the departments requiring
them but instead under the heading for the
Treasury Board.

This is a departure from our normal
accounting practice but, were normal
accounting practice to be followed, the Gov-
ernment as employer, under pressure from its
accounting system to conclude agreements,
would be placed at a disadvantage in the
bargaining process.

Another reason for distributing the funds
expected to be required for salary adjust-
ments between departmental votes and the
Contingencies Vote is to make it impossible
for the employee side of the bargaining table
to see what the employer is prepared to settle
for. To reveal in advance the employer’s posi-
tion in this matter would, to a large degree,
make collective bargaining meaningless. In
1969-70, the main Estimates for departments
carried a portion only of the funds required
for adjustments in rates of pay. Another por-
tion was provided in the Contingencies Vote
in the main Estimates for 1969-70. Finally, the
item for the Contingencies Vote in these sup-
plementary Estimates provides an up-dating
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portion. In so distributing our provision for
the cost of salary adjustments in 1969-70, I
hope we have avoided tipping the employer’s
hand.

If there are any questions which I am able
to answer arising out of this statement or the
Supplementary Estimates (A), I will be very
glad to do so. With me are Mr. Cloutier and
Mr. MacDonald who, I can assure you, are
very much better informed than I am.

Senator Pearson: When you ask the $40 mil-
lion for the Treasury, does that not expose
your hand in the bargaining? You agree be-
fore you start that you are going to raise the
salaries. Does it give you any hold over the
negotiations at all, or do you intend to go up
anyway?

Hon. Mr. Drury: Mr. Chairman, it does
indicate quite clearly, when the salary provi-
sion for the forthcoming fiscal year is larger
than it is for the current year, at least will-
ingness or intention to agree to an increase in
salaries. In the collective bargaining process
we have been engaged in negotiations in the
first round. These cover the period from July
1, 1967, through the remainder of that fiscal
year, the fiscal years 1968 and 1969 and in
some cases 1970. So, in a sense an indication
of the future has already been given.

Senator Pearson: In other words, you have
recognized the need for the employees to
have an increase?

Hon. Mr. Drury: We have.

Senator Grosart: Mr. Minister, I know you
have given full explanations of these votes in
another place not very long ago. I will not ask
you to go over all the territory again. How-
ever, I am not quite clear as to how and
where you have found the money you require
for these salaries in different places. MY
understanding is that you found some $40
million in the Contingencies Vote and $20
million in items that have lagged or been
postponed throughout the departments. Is this
an ad hoc arrangement for this year, or is it
the intention to carry on this method of
financing salary increases?

Hon. Mr. Drury: Your question raises two
rather separate notions. One is this $1 item
transfers. Intentions are formulated generally
in the month of November of a year in rela-
tion to programs which will be started the
following April and carried through until the
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subsequent April. We are trying to forecast
Progress some 12 to 16 months ahead of the
event. Circumstances are liable to change in
16 months, and they do. Some programs pro-
ceed more quickly than anticipated, but
others do not. In the past it has been the
Practice to provide for programs which
advance more rapidly than anticipated by
Seeking supplementary Estimates from Parlia-
ment. The funds voted for the slower pro-
grams were merely allowed to lapse. This has
the effect, unfortunately, of inflating the
budget, because the total sum asked for is
Considerably more than is going to be spent.
Starting last year and continiing during
is year we have been persuading depart-
Ments to finance acceleration through slow-
downs in other programs and to effect trans-
f’érs In order to secure parliamentary author-
1Zat10n for these transfers we have these $1
ltems, So the final presentation is a more
accurate picture of total government expendi-
es.
. With regard to the amount of $40 million,
In 3 period of stability ideally one would
fndeavour to forecast accurately salary
Tequirements for the 16 months ahead. In a
Deriod of stability one could expect this to be
One with some accurary and contingency
Vote arrangements would not be needed. We
ave for some years—and it appears that we
ave not reached the end of this yet—been
80ing through a tine when salary increases
ave taken place, and look like continuing, I
Ope, at a very much more moderated pace.
Elther each department can be told what they
Will pe given in the way of salary increases
Or bargaining purposes, which in effect says
those bargaining in advance, “This is what
We are going to give and no more”, and then
Proceeq allegedly to engage in collective bar-
Eammg or put a notional figure in the main
Estimates for the department and another
J8ure in the contingency vote without
dICatmg in any way whether it will go to
€ engineers, the ambassadors or the snow
€aners, leaving completely open how much
Oney the Government may have in mind to
Satisfy the end needs of the collective bar-
tghalmng process. It is only towards the end of
€ year, when the agreements have been
Regotiated in good faith and concluded, that
€ amount is sought, and this is a precise
Ount, which is the arithmetic sum of the
Ounts agreed in the collective bargaining
Steement; signed. We are not forecasting in
212532
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this sense; this is merely a request for money
to meet undertakings given.

Senator Grosari: I appreciate the fact that
you cannot estimate exactly what these salary
increases will be, and the necessity, to use
your phrase, of the employer “not tipping his
hand”. We understand that. However, it
raises the question whether, when depart-
ments find money by making a deliberate
decision to abandon or postpone a program
that they said was necessary a year ago, you
are not inviting the departments to pad their
estimates in future if you keep on asking
them to find the salary money or make the
difficult choice which you now ask them to
make between programs and projects on the
one hand and salaries on the other. Are you
going to work out some slightly better system
in the future? I am not criticizing the system
this year, because it is an emergency situation
and you had to deal with it ad hoc. I would
be inclined to feel that there might be sup-
port for using some other device than the
contingency vote, which has been subject to
criticism.

Hon. Mr. Drury: I would be glad if anyone
had any suggestions for a better system. I
recognize that there is a temptation for
departments to pad the estimates, the budg-
ets, they put forward. This has been done in
every sphere I have ever looked at, and it is
really up to the Treasury Board to look at the
estimate proposals quite critically and try to
screen out the padding.

Senator Grosart: It cannot be very easy.

Hon. Mr. Drury: It is not very easy. We
hope we are getting to be more effective,
more efficient, at this. Perhaps one of the
indications of our success in this direction is
the amount of money that lapses at the end of
each year. Over the past two years we have
succeeded in reducing the lapsed sums at the
end of the year from 2 per cent to something
under 1 per cent, which is quite a lot of
dollars.

Senator Molson: Mr. Minister, you have
been talking about negotiations, I think you
said in 1967?

Hon. Mr. Drury: July 1, 1967, is the initial
date covering these collective bargaining
agreements.

Senator Molson: Is there any prospect that
the figures in here now will be adequate for
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what may occur in the future? It seems to me
that the settlements are few and far between.

Hon. Mr. Drury: I suppose I should try to
furnish the committee with some kind of
record of our progress. We have concluded
some 72 settlements, 72 separate negotiations
with quite separate and distinct bargaining
units, with I am glad to say only one strike.
We are now starting on a second round.
The first round covered the period starting
July 1, 1967, up to roughly the current date,
and we are starting on the second round, the
second series, of agreements. With 72 bar-
gaining units it means that the process of
negotiation, discussion and arriving at agree-
ments is virtually continuous around the year.
When the contracts terminate at a variety of
times, the negotiations are continuous, and I
suppose not unnaturally the employee side
is tempted to carry its case to the press and
complain, so that almost every week there is
a new complainer. This is part of the process
of collective bargaining.

Senator Molson: I think recently there has
been the threat of slowdown, work to rule
and so on, reported in the press. Am I not
correct in that?

Hon. Mr. Drury: By the president of one of
the larger units. I have not seen in detail
what he has said, but it is quite clear from
the newspaper reports that this is part of the
conditioning process; each side suggests the
other is being unreasonable and unfair, and
you accept this.

Senator Flynn: Mr. Minister, you have
indicated that by requiring these supplemen-
tary Estimates of $66 million and taking into
account the final supplementary Estimates
which may be needed before the end of the
fiscal year, the government is retaining its
objective of a balanced budget, an intention
announced by the Minister of Finance last
year at budget time. In the meantime, the
government has, let us say, made a decision to
adopt an austerity program. I was wondering
how this program is reflected in this context.
You have indicated that most likely we will
balance the budget but we will do better than
expected if we have this austerity program in
addition to the objective we had last year.

Hon. Mr. Drury: The austerity program—I
would prefer to use the term a program of
restraint—announced by the Prime Minister
in August related not to the current fiscal
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year, the period about which we are talking
here, but to the future fiscal year, the year
beginning April 1 next. In effect this was an
instruction, a direction, to the departments as
to the guidelines that should be observed in
preparing their estimates for next year, which
will be tabled early in the calendar year,
1970, the blue book that is coming out.

Moving from the previous dispensation to
the new restraint which will begin to be fully
implemented, it appears first that there will
be some modifications in the current fiscal
year and adjustments made. There will be
taken in the current fiscal year some adminis-
trative changes on the part of External
Affairs. They will be closing some foreign
missions this year in anticipation for starting
out the next year on a rather more restrained
basis. The extent that these cutbacks have
taken place this year in anticipation for next
year, will show that there is not so much
money required in these supplementary Esti-
mates than would have been the case had
there been no program restraints.

Senator Flynn: You would not have been
able to reach a particular balanced budget
without this restrained program.

Hon. Mr. Drury: A balanced budget in the
current year?

Senator Flynn: Yes.

Hon. Mr. Drury: I would hesitate to sa¥y
that we could not have managed to balancé
the budget without this, but really the atten-
tion is directed not to the current fiscal year)
which is largely launched and quite difficult
to change quickly and substantially, but look-
ing to the next fiscal year where we can do it
more coherently and effectively.

Senator Everett: Would you refer to page 4
of the supplementary Estimates. In one of the
votes the funds are taken from Vote 17 of thé
Agriculture Department, and in another of
the votes new moneys are budgeted for theé
Canadian Livestock Feed Board. In anothe’
vote the funds for the Post Office are taker
from the main Estimates. Now, I am just
wondering how you determine whether the
moneys taken out are taken from a speciﬂc
vote or from the main Estimates, which *
assume is from a vote that another depar’
ment had or from a new supplementry Est}‘
mate, which is added to the original Est
mates. How do you make that determination?
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Hon. Mr. Drury: One talks about the main
Estimates or from a vote. The votes are
Merely subdivisions of the main Estimates, so
In each case it will be a transfer between
Votes. Really, perhaps the question is how
does one determine whether the additional
Mmoneys sought are to be found from transfers
or from new money as in the case of the
Livestock Feed Board.

Senator Evereit: That is right, but before
We come to that, in many of the votes you
designated exactly from which vote the
Money came. In others you used the general

ml‘m “main Estimates”. Do you understand
e?

Hon, Mr. Drury: But I think in each case,
Where you see the term “main Estimates”,

€re is also a vote mentioned too. For the
Agriculture Vote 17 of the main Estimates
and for Communications, it is Vote 5 of the
Main Estimates.

Senator Connolly (Ottawa West): The trou-
bl? arises out of the use of the words “Appro-
Driation Act No. such and such,” which is
Subject to correction and which I take it is
st one of the bills which authorizes a cer-

proportion of the main Estimates of the
G°Ve1~nmen1:.

Hon, Mr. Drury: That is correct, the statute
Which authorizes these payments is the
Pbropriation Act.

M_T}_le Chairman: Cannot the answer be, Mr.
erlfIlSter, that there is a shortfall of the small-
iq €xpenditure than the vote itself has prov-
soed for, so this money is then available for
Me other expenditure? Therefore, this is the
Dethod by which Parliament agrees to the
ansfer rather than have that money lapse.

Senator Everett: I understand that. What I
?;?1 asking is how in each case does the short-
Telate to a particular department? Is the
f:ﬁtlcular department involved in the short-
m Or are you giving money to some depart-
®nts by reducing appropriations of other
®Partments?

. Hon, Mr. Drury: I am sorry. In each case it

dW,ithiIl a particular departmental section,
DelFlonal money for specific programs and
the'mﬁc votes. They are invited to look over
thelr Whole budget and see what economies
ﬁeﬁ; Ccan achieve in other programs, other

& S, and to scrape together all the money
fi ¥ can. It is only when they are unable to

€nough within these other programs,
2125393
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these other votes, that there will be fresh
money.

Senator Everett: The fresh money will not
be taken from another department on a $1
basis?

No.
There will be a new

Hon. Mr. Drury:

Senator Everett:
appropriation?

Hon. Mr. Drury: That is correct.

Senator Grosari: I was a little concerned
about the same matter that Senator Everett
raised and that is that in some places the
supplementary Estimates state the vote from
which the money is being received and in
other cases they merely state from the main
Estimates. For instance, on page 7, second last
line, and again on page 6 in Vote 25a, why, in
one case, do you specify the vote in which
you are finding the money and in others
merely say the main Estimates?

Hon. Mr. Drury: Where no vote is specified
as the source, then the source is the same
vote. In this case, looking at page 7, Vote 15a
is the source, but we have to return to Parlia-
ment for the reason that grants are specific
within a vote and that within Vote 15a the
Department of External Affairs is not author-
ized to change without parliamentary approv-
al, grants proposed in the main Estimates, to
lower some and raise others. Where the vote
is not mentioned as the specific source, it is
the vote heading from which this appropria-
tion is sought.

Senator Grosart: This is a case where there
is no authority in the Financial Administra-
tion Act to transfer within the vote?

Hon. Mr. Drury: That is correct.

Senator Grosari: May I ask another ques-
tion? These supplementaries are a bit unusual
in that we are asked to authorize substantial
reductions in Estimates more so than usual.
What is the total reduction in the main Esti-
mates in these supplementaries, that is reduc-
tions from votes already approved by
Parliament?

Hon. Mr. Drury: When you say the total
reductions, unfortunately the net total is $66
million plus.

Senator Grosart: That is the net, yes, but if
you take it the other way...
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Hon. Mr. Drury: I guess really the question
is how much money has been found by way
of these $1 transfers. I am told that about $25
million of reductions or offsets have been
found to find $25 million for expanded and
accelerated programs.

Senator Grosari: So that, if that money had
not been found, the supplementary Estimates
would be about $90 million.

Hon. Mr. Drury: That is correct, sir.

Senator Grosart: Where would there be a
reporting to Parliament of the specific pro-
grams of projects that have been abandoned or
postponed? I know there is some in the evi-
dence that has been given, but is there any-
where a complete list where a Member of
Parliament could find out what he approved
when the main Estimates came through and
what has been abandoned now?

Hon. Mr. Drury: There is no such compen-
dium that I know of, although it could be
discerned, perhaps a little tardily from the...

Senator Grosart: The public accounts.

Hon. Mr. Drury: ...the analysis of the
public accounts, running through a compari-
son with what had been voted and what was
actually spent.

~ Senator Molson: Would that show up by
program?

Hon. Mr. Drury: Unfortunately in the past
both the Estimates and the public accounts
have been used to represent really the total of
inputs into programs, without distinguishing
between the programs themselves. The new
form of Estimates—of which examples were
furnished last year, the form that will be
given this year officially—will try to spell out
each program and the total resources to be
devoted to that program. Perhaps that will
give a better identification of both the sum
total of programs and of individual programs,
than the Estimates have tended to indicate in
the past.

If one looks at the blue book for really any
department, it is a little difficult to ascertain
what programs they are running. You see that
they need so many ministers, deputy minis-
ters, clerks and so on, and how much they are
costing, but this does not really tell you what
they are doing. We hope to try to describe the
programs and then it would become easier

Standing Senate Committee

also to articulate changes in specific pro-
grams, than has been the case in the past.

Senator Grosart: I imagine that you are not
over-anxious to have in the front page of
newspapers across the country lists of post-
ponements of projects.

Hon. Mr. Drury: If this would be education-
al, I would be in favour of it. The fact of the
matter is that we have not tried to indicate
all this in an overall way. There are changes
going on continuously. I am not sure how one
would distinguish between a program and,
shall I say, a happening. If one abandons 2
proposal to build a post office in a northern
constituency, as far as the local people are
concerned it is the abandonment of a pro-
gram; but the single post office, while terribly
important to them, is only one of a number of
changes made in the post office construction
program. Perhaps the best way of indicating
this is by departments individually, so that
the people really interested get to know about
it.

Senator Grosart: There has been some com-
ment on the percentage rate of increase in
salaries in the public service. I am not to0
clear, in what you call “the first year”
whether the figure was 6 per cent or 7.5 per
cent?

Hon. Mr. Drury: The first year carried, in @
sense, two elements. One was an adjustment
to put the particular class in a better or moré
reasonable relationship with similar classes of
employees outside the public service. Thi®
figure varied a little up or down, dependen"
on whether the adjustment indicated they
were lagging behind the outside or they weré
ahead of the outside. 7 per cent, plus OF
minus a percentage point, is about the figuré
In some cases it was higher and some casé®
lower. In the Government, as in outside, skillé
tend to command a changing market valué
dependent on the supply and dependel'lt
ayways on the importance in the total econ?”
my, and these changes occur almost on 2
yearly basis.

Senator Grosart: The 7 per cent, thereforé
would not really be related to one fiscal year”
In other words, a good deal of it would P
picking up the backlog of adjustments?

Hon. Mr. Drury: In the first year, that #
right, Mr. Chairman.
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Senator Grosari: It would be rather fright-
€ning if we were to anticipate a steady rise of
T per cent in public service salaries.

Hon. Mr. Drury: Most of the agreements
have, in their final year of settlement, which
IS the current one, an increase of 53 per cent.

€ have negotiated with the electronics
group—mostly in the Department of Trans-
Port but also in other communications areas—
2 further year beyond that, which would be
July 1, 1970 to July 1, 1971, a further increase
Of 5.3 per cent.

Senator Grosart: You are talking about a
total payroll, including defence, of $2 billion?

- Hon. Mr. Drury: Including defence? Includ-
ng the civilian elements in the Department
of National Defence.

Senator Grosart: About $2 billion.
Hon, Mr. Drury: A little short of $2 billion.

Senator Molson: I suppose, Mr. Chairman,
One accepts the principle that rates of salary
and wages do not have any effect on the
lnﬁationary situation, that it does not really
Matter,

Iwould like to ask the minister a question
about the way the supplementary Estimates
Come yp, I think, from what he said—and I
Want to be corrected if I am wrong—that it is
M the course of meeting the extra demand of

1€ department, that these dollar items are
SCovered. Or is it in the course of general
ldying up of these requests for funds, for
r.rograms which are not now going to be car-
led out, that they come to light?

ﬁHQn. Mr, Drury: It is really not so much

dymg up as a change of direction, perhaps a

Odest change of direction or a revision of
Orecasts of activities and expenditures within
€ department.

AA- department such as the Department of
8riculture, which has a great many pro-
Yams affected by changes of conditions in the
8ricultural industry and also to some degree
v Weather, may have some programs move

€ad more rapidly than had been forecast,

and others not so rapidly. It is to rebudget, if
fan use the term, or revise the budget, that
€Se $1 items are put forward.

asssnator Laird: It is mentioned that CIDA,

1t is called, has not spent all the funds

¢ Ocated to it—is that reflected anywhere in
¢ Estimates under External Affairs.

Finance

Senator Grosari: Page 8.

Hon. Mr. Drury: Would you look at page 8?
One will see a $1 item which discribes exact-
ly the process I was outlining in response to
Senator Molson’s question. Here the funds
exist within the various programs—the votes
they have, but they wish to proceed rather
more quickly in one area than they had
planned to in another so that a transfer is
made rather than new money being sought.
They have the money so they are being asked
to transfer as between programs rather than
to try to get new money.

Senator Flynn: It may be that they have
more money than is shown here. You only
appropriate the money you need to cover a
particular part of a program. There may be
some left over.

Hon. Mr. Drury: Yes, there may be some
left over, even after this transfer.

Senator Grosari: Senator Laird’s question
was directed more to the $300 million allocat-
ed but not spent by CIDA. What happens to
that money? First, where does it show? It
would show in the public accounts, I suppose,
but how is it held? Does the CIDA have its
own bank account?

Hon. Mr. Drury: It represents merely the
authority to draw on the exchequer. The
money actually remains in the consolidated
revenue account, and they are authorized by
Parliament to draw this money down when
they need it without further parliamentary
authorization.

Senator Grosari: Are you concerned in the
Treasury Board about the fact CIDA is one
year behind in spending its allocations?

Hon. Mr. Drury: Not only is the Treasury
Board concerned, but the whole Government
is concerned that we have not made the prog-
ress that we had hoped to; but we are per-
suaded that, while slower, it has nevertheless
been a more strongly based and much more
intelligent program than might have been the
case otherwise. It is fairly easy in this field to
spend lots of money, but it is a bit more of a
trick to spend it usefully and intelligently. It
is better to go slowly and surely than just
merely meet the promises of expenditure.

Senator Grosari: Where would this show?
In what document? I ask that question,
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because it was a surprise to some of us to find
out that the agency was one whole year
behind in its spending.

Hon. Mr. Drury: The best exposé of this is
in their annual report to Parliament. I am not
sure when their next report is due.

Senator Grosari: I don’t think that figure
was in their annual report. I have read that
report, but I am reasonably sure they did not
come out and say they had $300 million
which they had not spent.

Hon. Mr. Drury: It may not have been as
explicit as that.

Senator Grosari: That is what I mean.

Hon. Mr. Drury: But a careful reader might
have been able to discern it.

Senator Grosari: I must have been an “un-
careful” reader.

Senator Everett: If there is a special appro-
priation made in the Supplementary Esti-
mates to a department, does that mean that
the department has spent all of its funds?

Hon. Mr. Drury: If there is fresh money?
Senator Evereti: Yes.

Hon. Mr. Drury: It would indicate not that
it has spent all its funds, but that it antici-
pates doing so and does need this additional
money.

If I may just qualify that, when one says
“the department”, it must be noted that, for
these purposes, CIDA, for instance, should not
be lumped together with the Department of
External Affairs. They are quite separate
entities for these purposes. External Affairs
may well spend all its money, but CIDA no.
Or, to give another example, the Department
of Agriculture might spend all of its money in
its administrative apparatus, but some of the
agencies, such as the Livestock Feed Board or
the Dairy Commission and so on, might not.

Senator Evereti: I understand. Coming to
page 13 of the Supplementary Estimates A, I
note that the Department of Manpower and
Immigration show two items of $1 and then a
new appropriation of $2 million. Does that
mean that the department has decided on
what its appropriations will be to the full
limit they were originally?

Hon. Mr. Drury: The Department of Man-
power and Immigration has informed the

Standing Senate Committee

Treasury Board staff of its monetary needs,
and jointly, it has been concluded that in
addition to all the money that otherwise
might lapse it will need this additional
money.

Senator Everett: Why does it work out so
neatly?

Hon. Mr. Drury: It doesn’t.

Senator Evereti: In this case it does,
though. Here is a nice round sum of $2 mil-
lion. They use up everything appropriated
and all they need is an extra $2 million for 2
specific program.

Hon. Mr. Drury: Well, this particular pro-
gram relates to the assistance being provided
to refugees from Czechoslovakia. There is still
some period to go in this; most of the refu-
gees are now here and being looked after, but
the terminal dates for them being entirely on
their own are still a bit indeterminate and, as
we are not too sure, this is a round figure.

Now, in respect of the previous lapse, the
inaccuracy in forecasting was in the order of
2 per cent. We reduced that to 1 per cent
which is rather a substantial improvement if
terms of percentage, being a 50 per cent
improvement. Nevertheless, 1 per cent of the
total budget is still $110 million.

This is what I mean when I say it is not a$
neat as we should like it to be. One would
like the figure to be zero, to come right out o
the button. In fact, however, the inaccuracie’
throughout all the departments and program$
add up to something in the order of $100
million. So this tends to be a bit of a rounded
figure.

Senator Everett: But a rounded figure £0F
that specific use. That $2 million is not fo¥
general use.

Hon. Mr. Drury: That is correct, Mr. Chair”
man. The department had hoped early in the
year to be able to deploy or redeploy fund®
designated for the general immigration pro
gram for the refugees from Czechoslovaki®
They subsequently found that the needs
caused by the regular immigration program
plus the larger number of refugees than had
been forecast, called for additional funds.

Senator Everett: So that the requiremeIlt
for one program is $2 million, and for th°
other is $430,000. Are those two entirely dif
ferent programs?

Hon. Mr. Drury: Two entirely different pro
grams, YyEs.
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Senator Evereti: Would that not indicate,
then, that we have $430,000 left unallocated
and that they decided to use the $430,000?

cause it just comes out too perfectly.

Hon. Mr. Drury: No. One must look at
these quite distinctly. The department has a
udget which is prepared in advance, in
Which there is a forecast made in some detail
of the amount of money required for each
Program. During the course of the year the
forecasts turn out to be either too high or too
low and we adjust these forecasts and switch
funds to correspond.

Now, in the first case, bills have come in
f?Om the provinces in excess of those an-
ticipated under the cleanup of the Munici-
bal Winter Works Program, and those bill
have had to be paid. They got the money for
this out of Vote 20 in their main estimates
Which is in excess. Now I should know what
Vote 20 is exactly, but I do not. The funds in
Vote 20 relate to program development for
Planning and implementation of a program of
Immigration, and organizational funds were
Provided. This has not gone as quickly as
anticipated and there is money available
_there and this is being devoted to payments
In Vote 6a.

Senator Everett: Does not this indicate that
Y€cause it needs $2 million additional money
lt'has allocated all its appropriations. Other-
Wlislfi you would not ask for this additional $2

on.

Hon. Mr, Drury: That is correct.

Senator Everett: What interests me is that
thf_&y say they require 430 thousand for the
£ Inter Works Program and, by George, if
hey do not have $429,000 left which is $1
Short of what they need. But at that stage

€Y say they are out of money and they need
A additional $2 million.

?1011. Mr. Drury: But you have to look at

~US as a whole, senator. They say they need

Tespect of accelerated programs or

" Creased programs $2.5 million in total, but

Cratching around they can find a half a mil-

O against this sum and so they need $2
on in fresh money.

.senator Evereti: I shall not pursue the
Point but that $2 million refers to a specific
t;;q‘~lil‘<ernent. I think I asked earlier whether
W}? gross amount is what they require and

ether they just distribute it for the sake of
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these votes or whether there were two sepa-
rate votes and I think your answer is that
there were two separate requirements.

Senator Grosart: May I sugget to the Minis-
ter, Mr. Chairman, that a good explanation of
this is to be found in the Department of
Agriculture Supplementaries where six differ-
ent amounts of money have been “found” in a
single vote and applied in various places. In
Vote 17 you transfer $735 million to one new
requirement, $112 million to another, $237
million to another, $147 million to another
and $45 million to yet another for a total of
about $1,724 billion. Now, you have obviously
looked around and found a vote here where
you could say “we can find a bit here, and a
bit here and a bit here.” I think this would
answer Senator Everett’s question. The fact
that there is a specific amount there does not
mean that that is all you could find.

The Chairman: Any more questions. It is
now 11 o’clock and we did indicate to the
Minister that we would let him go back to
Cabinet. However, before that I have one
question. We have always been concerned as
to whether any of these $1 items really
involved amendments to statutes as distinct
from changes in votes in appropriation acts. I
think here there are very few of what we
would call changes in statutes, but fears have
been expressed that $1 items could be used to
amend legislation. Now the one I particularly
want to ask about here was the National
Research Council.

Hon. Mr. Drury: Perhaps, Mr. Chairman, I
might refer your colleagues to this paper
which has been distributed and particularly
to the last page.

The Chairman: This is one I am going to
ask about because I wonder whether in view
of the Auditor General’s report on the ques-
tion of authority there should have been a
change in Section 13(e) of the act rather than
in an appropriation bill. Maybe this is some-
thing that cannot be answered as clearly as
that, but this is what we are concerned about
—that sometimes items appear in these esti-
mates which more appropriately should be
covered by amendments to statutes them-
selves.

Hon. Mr. Drury: The suggestion has been
made that on occasion it might be more
appropriate to effect substantive changes in
existing statutes by amending the statutes
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directly rather than through this form of item
in an appropriation act, which in itself is an
amending statute. In this case rather than
proceeding to change the specific wording of
one section in the National Research Council
Act—because this is primarily an accounting
matter and because there has been a lack of
agreement between the Auditor General and
the National Research Council as to whether
they in fact had the power, and the National
Research Council claiming that they had and
acting as if they did have the power and the
Auditor General saying no—this is to settle
the issue on an accounting basis and does not
change the claim, if I can put it that way, to
statutory authority made by the National
Research Council. But I would agree that in
the normal course of events when substantive
changes are being sought it should be done by
amendment to a statute rather than by $1
items in appropriation acts.

Senator Grosart: I would like to suggest
that this is rather more than an accounting
matter. What you are in fact saying is that
“we want you to get paid more for some of
the contract you are doing.” I believe from
some information we have had that this is
running pretty well through all the agencies.
You are asking them to start charging now
for their work and as an incentive you will
allow them to keep the money. Is there not
some danger there?

Hon. Mr. Drury: Mr. Chairman, what Sena-
tor Grosart said is quite correct. A real effort
is being made to recover to a greater degree
than in the past the cost of services provided
by the federal Government. However I would
suggest that this arose in a slightly different
connection. The National Research Council
had been doing this under its act, and the
Auditor General observed some time ago that
in his view the act did not authorize this.
There were discussions over some considera-
ble period of time, as is usual, and when the
parties failed to agree we then proceeded to
amend the statute or to propose an amend-
ment to the statute which would confirm a
practice which the National Research Council
had been following for some time. We then
proceeded to propose an amendment to the
statute which would confirm a practice which
the N.R.C. had been following for some time.
It is quite true that as a matter of policy they
are being asked to do much more of this than
they have in the past, but it is not a new
practice.

Standing Senate Committee

Senator Grosart: But in view of the fact
there seems to be a similar pressure on other
agencies, would you consider a possible
amendment to the Financial Administration
Act to regularize this whole situation?

Hon. Mr. Drury: Across the board—When
we have had a little more experience of how
this works out, we may find it necessary to
amend the Financial Administration Act.

The Chairman: Thank you, Mr. Minister.
We are sorry to have delayed you a few
minutes.

Hon. Mr. Drury: Thank you very much
indeed. I will now leave you in the safe hands
of Mr. Cloutier.

The Chairman: We still have the Estimates
before us and, if there are any further ques-
tions, I am sure that Mr. Cloutier will be able
to field them or at least give the information
that is before Treasury Board. Of course,
there are items upon which we would require
answers from the individual departments
themselves, if we wanted to explore them in
any greater depth.

Senator Grosart: I would suggest that
Treasury Board has been a little modest in
reducing the number of possible statutory
amendments to three. I have found possibly
more than three. They are not actually
amendments to statutes but amendments to
legislation. I refer particularly to two items
on page 25 to extend the purposes. It is a
special account under an Appropriation Act,
but this is an amendment to legislation.

Mr. Cloutier: These are two of the three weé
have identified. This is on the last page of the
document we have circulated.

Senator Grosart: I am sorry, but it was not
too distinet. I did not think you had taken in
the two. Actually, you have only taken iB
one. You refer to L1ll5a but not to L97a.

Mr. Cloutier: Yes, at the very top of the
page.

Senator Grosart: Oh, I am sorry.

Mr. Cloutier: I might say a word about
these two items. They are identical. In ouf
examination of the operations of the revolv”
ing fund maintained by the Department of
External Affairs, for which there is a requiré”
ment in these Estimates of $500,000 at th¢
bottom of page 23, it appeared to the solic¥



National

tor of Treasury Board that “advances...on
posting” meant only an advance at the time
the posting is made and not during posting.
As a layman I argued this was a very fine
distinction and that, surely, “on posting”
meant on as well as during. However, the
lawyer said, “If you want to be legal, accept
my advice and put in wording in Vote 33a
that would accomplish this.” I asked, “Is this
Your formal advice”. He replied, “Yes.” I
said, “If we have this for External, then we
have to clean up a similar situation in Indus-
try, Trade and Commerce and Manpower and
Immigration.” Hence, the dollar items to
regularize the situation which the lawyers
told us needed to be regularized.

Senator Grosari: I failed to observe that,
and I am sorry I did not catch it.

The Chairman: Do you want to deal with
the supplementary Estimates item by item?

Some Hon. Senators: No.

Senator Fournier (Madawaska-Restigou-
che): I move we adopt the report.

The Chairman: Our procedure here is that
We do not exactly adopt or approve a report.

€ are here to examine and report upon the
Supplementary Estimates. However, there will

€ an Appropriation Bill, which is, of course,
debatable. I suggest our report in this case
Would be that we have examined the supple-
Mentary Estimates and we have had all our
q‘{eStions answered and explanatioss given. I
Might also make mention of the fact that we
Particularly examined the dollar items.

Senator Benidickson: I am very glad you
;alséd that question of dollar items. There
aVe been many more in recent years than
e actually before us today that do, in effect,
aMmend something that I call legislation. I am
§ ad the matter was pursued by Senator Gro-
art, and I was glad to have the view of the

Finance 2:25
President of Treasury Board that these have
been reduced.

The Chairman: I think we have a clear
explanation of all of them, and I think it is a
very good idea. Senator Grosart called atten-
tion to the fact that Dr. Davidson, two years
ago, said that Treasury Board would supply
these on occasion and, therefore, Treasury
Board did furnish it to us.

Senator Melson: It is a very good move that
in meeting the supplementary requirements
of the departments they are scratching
through the programs which have not been
carried out in order to find some or all of
those funds.

Senator Flynn: Yes.

The Chairman: Probably on other occasions
the item might have appeared without any-
thing being found.

Senator Flynn: We certainly might have
some other use for such appropriations.

Senator Grosart: I suggest that in our
report we commend the minister and his offi-
cials for providing this and that perhaps the
Senate should take a little credit for having
initiated this.

The Chairman: Is there anything further
you think should go in the report? Of course,
the report can be debated, and one purpose of
the report is to enable the Appropriation Bill
itself to be dealt with, we having been prov-
ided with a great deal more information than
otherwise would be the case.

Are you satisfied to leave the report in my
hands?

Hon. Senators: Agreed.

Senator Molson: I move that we adjourn.
The Committee adjourned.

Queen’s Printer for Canada, Ottawa, 1969



g‘? A aa-e"ﬁ‘kj 7 M{ﬁ;o.gf:wu!m

1 7'“‘ u'.l"t

Easmptsy geaed: Bad ip a6 a-u-. i
P S e e S8 " Yo aqls
wg!@di 3»-—@1&*1;;6# ﬂ&muxs ? o
of & WW‘J@ . SEIGECER N

. omby Y39 8.80W. al, Lowns L e
“grtieng (o ,{ieibe wu hﬂn ﬂuusmxtlb
AT om r Sdo D cgmitu sl e St caral - i
fpestmietabiod B lasws moedieibbee. u\cmi‘
P8y s Fogl dysi bisowsle 295 Boe coniy D ot
Fﬁﬂd?‘ ihedd B fiain dfigomoos hivoariandly
I .n’" Sptigay 48 Tovivba jeaino ‘!i’ PO

hm, 1S 'f SR yw 3

Tt Falie s i s &Hs,sxatum ﬁ“
eI Saia mmmrm"‘ bas abaytT ok

i ‘.

i
|

i “ﬂhﬂwm{ -msm.s 2 ﬁeg‘, st ~opetl * noidexsime
f W‘W"’% Rl teay - mﬁﬁﬂi‘;*«, m :{\5 f R o' ':m‘ "‘d‘}w&
Rescn b f‘mum st ¥ Yrais imt_-almﬁ , CugDepiEalizedy o a1 hebeert & HIoY

1 ‘v,}-or sk o sl BiES o, > ‘
. Mﬁ& o e s o). bells & SRl
y ~ ﬁ»l S tas- 2 45 n._, 3. don Rib {., VTR g 1 ‘
, —;x, i ,m e .,,Jn :{i‘H!‘ taal ot e got o iandfiidd | @'ﬁﬁ""‘i
H-A"r ‘u} m‘t WW‘ ‘;:‘?%’L‘“‘)lf‘}a 3P

S

:.l-;;“ -QP:— é'mﬂn-a .ao& wmqal a
Jrg 1 R0 i .
w ey 'ﬂ{éﬁé’él
«mléég i mglg\,n*,*ﬁ.,

P 3
sty greatd '-ﬂ'h“" I Hgoba

| et

rorHNEbidel ovatoR”
R g

dtft Yreamr pasd oY
‘ﬂﬂa#«&h&n@ﬂw mtapm.;gqm ;.,
o Bigroliniztaldlgs dgedi Whﬁm La
070 st v hevesg sug

B 0 o D 7 4 PR B L

MO e, 20 0F TR -, 8 e vEry Cop of O
R CoRBTe a Duily ' 9
Eumwcmm. ‘ ol Tl i
» : Bt m ﬁ"- We Voo m mart; Ok Foany seavy &
Fhf‘:ﬁ’é ; :;:;rww"‘bp ‘ﬁ.I‘M;: T alght say 2 Segcd & 3
ilM'F ﬁa: m. i‘w i thets Twe Weme They are Mendicsl Iooof
_ﬁl‘ 4-«“5' .{!.'.'l’ ubﬂ. m nf i seavutittss 98 the rovol
H! Wﬂmm g?‘% u.:} %‘l‘g Tunst MEGRInGt by the Dl'liﬁr".i'!!“ﬁh'l
ol el B of ihilsithan el Afteiey, for which Usore s 3 racuioh

it ruf TR bt u U nedia e sl W dhesn Betiaates of $800,000 o1 il
2 R -r- E = m :"We 59 e :‘T‘;"FFQJ to Yho 56 "







T
! 5
' ;
.
" ?
LR
I H
- - H ]
¢

. 4
< 3

o RS . . ﬂ

v k | tr 1
- L " =







)
1
-3

SR ¢ e i T

itk
S

¥ PR - a
& e T e i g o
ol .af!. 1. ...H.\iﬁ .h,_.a_«_‘w.rrn«_‘ B




Second Sessiou—-‘fweaty-oig&;m E’a-rihinem
. 1946970

THE SENATE OF cgggg;
PROCSEDINGS * v i o

OF THE e
STANDING SENATE COMMITTEE -

1. nb Ty
vy O

© Ly o s
The Honpurable T, DYARCY LEONARD, Chsirman

No. 3

-

THURSDAY, FEBRUARY i9th, i870

=
==

o cm—— i —— .

First Precesdings o= fhe. Eslimaies
lald before Parliamont for the Essai year endiny Macchk J1, W03

P T —

WITNESS:

NATIONAL FINANCE

L L if A
s P . ot
A=l A A Ly







Second Session—Twenty-eighth Parliament
1969-70

THE SENATE OF CANADA
PROCEEDINGS

OF THE
STANDING SENATE COMMITTEE

ON

NATIONAL FINANCE

The Honourable T. D’ARCY LEONARD, Chairman

THURSDAY, FEBRUARY 19th, 1970

First Proceedings on the Estimaies

laid before Parliament for the fiscal year ending March 31, 1971

WITNESS:
Mr. 8. Cloutier, Deputy Secretary, Program Branch, Treasury Board.

21255—1



THE STANDING SENATE COMMITTEE ON NATIONAL FINANCE
The Honourable T. D’Arcy Leonard, Chairman

The Honourable Senators:

Aird Grosart McDonald
Beaubien Hays McLean
Benidickson + Isnor Nichol
Bourget Kinley Paterson
Bourque Laird Pearson
Desruisseaux Leonard Phillips (Rigaud)
Everett MacDonald (Queens) Phillips (Prince)
*Flynn *Martin O’Leary (Carleton)
Fournier (Madawaska- Methot Sparrow
Restigouche) Molson Walker—(28).
Gelinas

(Quorum 7)

* Ex officio members: Flynn and Martin.



ORDERS OF REFERENCE
Extract from the Minutes of Proceedings of February 12th, 1970.

“With leave of the Senate,

The Honourable Senator Martin, P.C., moved, seconded by the
Honourable Senator Langlois:

That the Standing Senate Committe on National Finance be author-
ized to examine and report upon the expenditures proposed by the
Estimates laid before Parliament for the fiscal year ending 31st March,
1971, in advance of Bills based upon the said Estimates reaching the
Senate;

That the Committee have power to engage the services of such
counsel and technical, clerical and other personnel as may be necessary
for the purpose of the inquiry; and

That the Committee have power to sit during adjournments of the
Senate.

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

Extract from the Minutes of Proceedings of February 18th, 1970.

With leave of the Senate,
The Honourable Senator McDonald moved, seconded by the
Honourable Senator Hayden:

That the name of the Honourable Senator Aird be substituted for
that of the Honourable Senator Dessureault on the list of Senators
serving on the Standing Senate Committee on National Finance.

The question being put on the motion, it was—

Resolved in the affirmative.

ROBERT FORTIER,
Clerk of the Senate.

212551}



HOMARATES 4O 2AETHO
AT81 AliE1 wismdo Yo ssnibaisord Yo eedunidd sdf moad losulel
Aeru® odl to svsel AW

=l Wm&@? W»%“mg dffi% AROE

vapilizse o eonuAMY [AAGHEN 46 aftirts BBIee BAbARIE AE tedd
sl yd hcaoqo-xq sornsiibifaitpes | held wmogen Sempaachis salvaxs of besi
gl 3eIf gnibae 1ssy lensd st ot smemmsilie swoled bisl wslanited
nigdone eodnmiled bied ’mhm-gn based affil i b*" B mi 7RI
L oteme®

5’-;“ Sipdmem 2 - Tvou Harol
doweoiviss odi Wsm gawoq aved satiivind sdb dedl
O @s !s:wnzm’nmo has Iesinsic Jeuiddved bos [sangon
S - L d bas vm:pv i X .sﬁma =i 3,9?

% wantroibs Rriseh. &p! m‘#oq 298l Goilis _,izoﬁ ol J.&g",{{
f*ﬁm.w {doadespialer. | Mothot alsz’
_ Papponde} - —asw H¥pbIUo o) o fug Baisd )'h -mc:' ol
'{?PM' ' “avigannffis 1) ai bovieesR

r

"2~‘ cumy 7

aibossond Jo asduaiM adl meat tusaixl
m"k‘ ?‘J"H e yn‘)"ﬁ"\m‘ﬂg‘ “':sx'*g
@ B9l ark! Yo svasl dNW

ot xd hobaoneg Sovan  blacellsM gelene? ofdsusoncH  adT
inebesH woisas? eldaruoacH

g0t Beduiitedus od bk m)mst sidaweacH il 10 smso oAl 1udT
. etglepst. Yo Bl sd! no Musnouseeld wisms® sidstwonol o3 Yo ledl
] mﬂﬂ Izmeila¥l no ssiivumal otere@ yalbasis sl o pnivis:

—aaw i .mmm adi ito tug gnizd pailksup sd7

Mlbn"zms odd oi bsvisanH
' ,ﬂﬁ;’l‘m'i‘ﬂmﬂ
Singe% wild o Feid

€:8
b—-Rasie




MINUTES OF PROCEEDINGS

THURSDAY, February 19, 1970
(3)

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

The Estimates laid before Parliament for the fiscal year ending 31st
March, 1971.

Present: The Honourable Senators: Leonard, (Chairman); Desruisseaux,
Everett, Flynn, Gelinas, Grosart, Isnor, Kinley, Laird, McDonald, McLean
and Pearson—(12).

Ordered:—That 800 copies in English and 300 copies in French of the
Committee proceedings be printed.

The following witness was heard:
Mr. S. Cloutier, Deputy Secretary, Treasury Board.

Also present, but not heard:
Mr. Bruce MacDonald, Director-General, Budget Co-ordination.

The Treasury Board officials undertook to supply answers to several
questions put by the Honourable Senator McDonald concerning these Estimates.

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

Gerard Lemire,
Clerk of the Committee.
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THE STANDING SENATE COMMITTEE ON NATIONAL FINANCE
EVIDENCE

Ottawa, Thursday, February 19, 1970.

The Standing Senate Committee on Nation-
al Finance, to which was referred the Esti-
Mates laid before Parliament for the fiscal
Year ending 31st March 1971, met this day at
10 am.

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

The Chairman: Honourable senators, as you
are aware, the Senate last Thursday referred
the main Estimates for 1970-71 to this com-
II}ittee for its usual study in advance of any
bills reaching the Senate based on these Esti-
Mates. Again, following our usual practice, we
haye asked Mr. S. Cloutier, Deputy Secretary
of the Treasury Board, to come before us and
Outline in general what this year’s Estimates
Contain and to give us the broad general pic-

€. From there we can move to whatever
Particular studies we wish to make.

Before calling upon Mr. Cloutier, we should
ave the usual motion for the printing of our
Proceedings on these Estimates.

Upon motion, it was resolved that a
Verbatim report be made of the proceed-
ings and to recommend that 800 copies in
English and 300 copies in French be
Printed.

The Chairman: The minister, as you proba-
b.ly know, is out of Canada at the present
€ and there is a change going on so far as
hr' Reisman is concerned, so we are very
3PPy to have Mr. Cloutier with us again.
SONOW, honourable senators, unless there is
Me point that you wish to raise, I will ask
- Cloutier to speak to us.

i Mr. s, Cloutier, Deputy Secretary of the
reasury Board: Mr. Chairman and honoura-
€ Senators, if it is agreeable to you, I shall

start by reading the statement which the
President of the Treasury Board made upon
tabling the Estimates.

The budgetary Estimates for 1970-71
amount in total to $12,910 million,
approximately $892 million or 7.4 per
cent more than the total Estimates of
$12,018 million for 1969-70. Statutory
expenditures, those which result from
firm commitments provided for in exist-
ing legislation, are going up by 11.5 per
cent. On the other hand, growth in
expenditures for which Parliament will
be asked to appropriate funds—the cate-
gory in which the government has flexi-
bility in the allocation of resources—has
been restrained to a rate of 3.8 per cent.

The comparable increase between 1968-
69 and 1969-70 that I indicated when I
tabled the 1969-70 Estimates at this time
last year was $1,032 million or 9.5 per
cent. The year-to-year increase has there-
fore been reduced by $140 million, or by
more than two percentage points.

The total Supplementary Estimates for
1969-70 are expected to be $160 million
or about the same as the Supplementary
Estimates of $152 million for 1968-69.
This compares with $392 million in 1967-
68 and even larger amounts in the
preceding few years. Any requirements
for Supplementary Estimates in 1970-71
to meet urgent and unforeseen needs will
be kept to a minimum in line with the
determination of the government to
restrain expenditures as an anti-inflation-
ary measure.

Statutory expenditures, those which
result from firm commitments provided
in existing legislation, will amount to
$6,323 million or 49 per cent of the total
Estimates. Virtually all of the increase of

357
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$651 million in these expenditures falls
under the following three headings:

1. Public Debt
Servicing charges ...... $195 million
2. Payment to the
Provinces

Fiscal transfers ....... 156 ”
Hospital Insurance ..... 5
METICATE ... ox < nasiosis 99 . 7
Post Secondary Educa-

Bon= Rty | IR R0) 49
Canada Assistance Plan. 38 ”
3. Wheat
Carrying costs on tem-

porary wheat reserves

and advance grain
payments™is T4 PN 44 7

It can thus be seen that of the overall
increase, $651 million, or 73 per cent, is
taken up by statutory expenditures, and
of that amount, $408 million is required
for increased payments to the provinces.

At this point I might mention that the
provincial governments were asked
during the last several weeks to provide
us with the most up-to-date forecasts of
their expenditures under the Canada
Assistance Plan and the Hospital Insur-
ance and Diagnostic Act and for Medi-
care and Post Secondary Education. Their
latest forecasts are consistent with the
amounts shown in the Estimates being
tabled today.

The expenditures for which Parliament
will be asked to appropriate funds, the
category where the Government has
flexibility in the allocation of resources,
amount to $6,587 million or 51 per cent of
the Estimates. Additional resources in the
amount of $293 million are going to the
following few programs to which the
Government is giving high priority:

Regional Economic Expansion, an
increase of $75 million; Bilingualism
Development, an increase of $52 million;

' Postal Services, an increase of $36 mil-

lion; Indian and Eskimo Affairs, an
increase of $34 million; the Royal
Canadian Mounted Police, (including

police services for provinces) an increase
of $26 million; Air Services, an increase
of $22 million; Development and Utiliza-
tion of Manpower, an increase of $21 mil-

lion; International Development Assist-
ance, an increase of $15 million;
Incentives to Industry for Technological
Innovation and Development, an increase
of $12 million.

Since the overall increase in items
requiring to be voted annually by Parlia-
ment total $241 million, and the above
listed priority programs are increased by
$293 million, the combined 1970-71 budg-
ets of all other programs in this category
have been reduced from 1969-70 by a net
total of $52 million, to an amount of
$4,698 million. This reduction, and the
resulting requirement to absorb salary
and price increases within this lower
total allocation means a considerable
decrease in real terms of the cost of these
programs.

Leaving aside the servicing of the
public debt for which there is no option
but to pay, the programs for which
increases are provided relate to the basic
priorities of the country; national unity,
social justice, education and economic
development here in Canada and in the
developing countries.

The planned levels of strength in the
Public Service continue the downward
trend indicated in the Estimates of 1969-
70. The table which appears on page LXX
of these Estimates, shows that this down-
ward trend will continue in 1970-71 and
indicates a reduction of about 7,500 in the
planned level of continuing employment.

The tabling of these Estimates marks a
major step forward in an endeavour by
the Government to improve the process
of resource allocation and to better
inform Parliament and the people of
Canada of the objectives, operations and
costs of the departments and agencies of
Government. The form of these Estimates
is radically different from that which has
been followed for more than half a cen-
tury. For the first time the expenditure
proposals respecting departments and
agencies are clearly formulated in terms$
of programs. The objectives and sub-
objectives of each program are stated and
the nature of the program further ampli-
fied through a description of the activities

carried on in pursuit of program
objectives.
The aggregate of  expenditures

proposed to Parliament for each prog‘raf}"
is classified first in terms of these activi®
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ties and second in terms of the portions
of the aggregate to be devoted respective-
ly to operations, to capital and to grants
and contributions. Data are provided,
under the same classifications, for the
forecast expenditure for 1969-70 and the
actual expenditure for 1968-69.

When a program involves large expen-
ditures on capital, there is provided a
table listing the major projects and show-
ing for each total cost distributed
between expenditures up to and includ-
ing the current year, the expenditures
forecast for 1970-71 and the subsequent
total until completion.

In previous Estimates, all items for
Loans, Investments and Advances were
grouped together at the back of the Blue
Book. In the new form such items are
shown alongside the related budgetary
expenditures in order to be more
informative.

Greater detail on manpower, on grants
and contributions and on revolving funds
for quasi-commercial operations are pro-
vided. Improvement has also been made
in the information provided on Crown
Corporations.

The Blue Book contains for the first
time an explanatory forward which seeks
to clarify the technical terms used which,
in the past, may have been difficult to
understand. Included in the foreward are
a number of tables summarizing the
details of the Estimates which will help
to provide a better overall picture.

All of this material is contained in one
bilingual volume replacing the separate
English and French Blue Books of former
Years. I have no doubt that our experi-
ence in the House and in committees
Teviewing Estimates will suggest further
modifications in form. We will be glad to
Teceive suggestions for further improve-
ment,

Mr. Speaker, I believe that the Esti-
Mmates in the form I am now tabling pro-
Vide a clearer and more informative
Presentation than we have had heretofore
of the proposed allocations of fiscal
Tesources to the budgetary requirements
of Canada.

The Chairman: Thank you very much, Mr.

Utier. I am sure there are a good many
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questions which come to the minds of mem-
bers of the committee. Senator Laird?

Senator Laird: I have two questions I wish
to ask, Mr. Chairman. In connection with the
increase in the cost of postal services, I noted
the Prime Minister’s indication yesterday in
the House of Commons that certain increases
would be foregone. Will this change that
figure?

Mr. Cloutier: No, the revenue foregone as a
result of the decision of the Government
would have been credited directly to the Con-
solidated Revenue Fund, so this does not
change these Estimates.

Senator Laird: I note there is an increase in
External Aid. Is that based upon an attempt
to get ourselves up to 1 per cent of the Gross
National Product, or is it based on projects
which have been promulgated by the CIDIA?

Mr. Cloutier: I think it is based on both
these factors; probably more on the former.

Senator Everett: Mr. Cloutier, do these
Estimates include all the capital expendi-
tures?

Mr. Cloutier: All the capital expenditures
provided for in the budgetary Estimates.
They do not include capital expenditures of
crown corporations which finance capital
investment out of their own generated funds.

Senator Everett: What about expenditures,
say, under the National Housing Act?

Mr. Cloutier: Expenditures under the
National Housing Act, for which there is no
statutory authority, are provided for in these
Estimates. We will find that on page 18-14
and 18-15. At the bottom of page you have a
breakdown by activity where you will find
investments for “Housing Research and Com-
munity Planning”, ‘“Public Housing Projects
and Land Development”, “Municipal Sewage
Treatment Assistance”, “Urban Renewal
Assistance”, and so on, totalling $122 million
in loans, investments and advances.

The Chairman: That is only $8 million
more than last year.

Mr. Cloutier: This relates to only one por-
tion of the capital budget of Central Mortgage
and Housing Corporation. The other portion
is provided for under the legislation, and that
does not have to be voted annually.
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Senator Everett: I am thinking specifically
in this case of the $400 million that is to be
granted under special sections of the act.

Mr. Cloutier: Yes.
Senator Evereti:
within this?

Mr. Cloutier: That does not appear in this,
that is right, sir.

This would not come

Senator Everett: Do you have a figure that
shows the comparative total expenditures of
the Government in terms of such programs as
N.H.A. programs and Crown corporations—
that is, the impact of those expenditures?

Mr. Cloutier: Not in the main Estimates.

Senator Evereit: I mean when they are
added to the main Estimates.

Mr. Cloutier: I am afraid I have not those
figures.

Senator Everett: I gather from what you
say that one of the objectives of the Govern-
ment has been to reduce the impact of Gov-
ernment expenditures on the economy, and
you have been careful to point out that the
area in which the Government has increased
its expenditures is that of regional develop-
ment, and so on and so forth.

Mr. Cloutier: Yes.

Senator Everett: But it seems to me that
that just tells a part of the story.

Mr. Cloutier: That is right.

Senator Evereti: In terms of inflation we
have to know the total impact of Government
spending.

Mr. Cloutier: Yes.

Senator Evereti: Has it increased? For
example, if Mr. Andras has increased that
program—and I am just pulling a figure out
of the air—from $150 million to $500 million,
then it seems to me that the attempted impact
of the Estimates has been lost by that one
action.

Mr. Cloutier: The increase in the total capi-
tal budget of Central Mortgage and Housing
was referred to by Mr. Andras, I think, in a
statement in the house in which he indicat-
ed —and I am quoting from memory—that the
increase was of the order of $150 million in
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toto, and that most of this increase, if not all,
would go to public housing. This, in effect, is
another priority of the government which is
extra-budgetary, so to speak. In other words,
it is an allocation of non-budgetary resources
to a priority of the Government.

Senator Evereit: How do you define a
budgetary expenditure?

Mr. Cloutier: We define as budgetary those
expenditures, both statutory and non-statuto-
ry items that go into the calculation of the
budgetary deficit or surplus. These do not
include loans and investments. Loans and
investments again are of two categories. One
category includes those that are provided for
in legislation, like most of the Central Mort-
gage and Housing Corporation’s budget, and
the other category includes those loans and
investments for which there does not exist
parliamentary authority in statutes and which
therefore have to be voted every year
through the Estimates process.

Now, this volume covers the non-statutory
loans and investments. It does not include the
statutory loans and investments.

Senator Evereti: Then, the C.B.C. deficit
would not be included in these Estimates?

Mr. Cloutier: The funds allotted to the
C.B.C. by the Government are included in
here, because the Radio Act does not by itself
provide funds to the C.B.C. These Estimates
provide for most of the operating require-
ments of the C.B.C. and its capital require-
ments.

You will find the C.B.C. on page 21-48.
There are two items there. One is $166 mil~
lion for operating expenditures, and the other
is $25.3 million for capital requirements:
These again are broken down into more detail
at the bottom of that page and the subsequent
pages.

Senator Everett: Then, is it possible 0
obtain for the committee the total expendi’
tures of the Government in all its forms?

Mr. Cloutier: This would appear in the
Public Accounts.

Senator Evereti: In the Public Accounts’

Mr. Cloutier: That is right. There is 1¢
other compilation, to my knowledge.

Senator Everett: You see, I am concerned—
and I would like you to enlighten me—-about
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the impact of Government expenditures upon
Inflation. The Government tells us that it is
Teducing its impact. It is calling upon business
to do the same thing. It has got an agreement
of some sort from the provinces and the
Professions, and it is attempting to get an
agreement from the labour unions. Your nar-
rative this morning would seem to indicate
that that is being followed through in the
Estimates.

Mz, Cloutier: Yes.

. Senator Everett: But I would be interested
In knowing whether it is being followed
through in total expenditure. Can you tell me

: I am wrong in suggesting that total expen-
diture, as a guide in deciding ..

Mr. Cloutier: I should add to the statement
{ have just made. This would also be covered
In the budgetary papers which the Minister of
‘1nance will table before his next budget, and
I which he reviews both the budgetary and
€ non-budgetary expenditures of the Gov-
f'nment in detail. You will have in these
budgetary papers a commentary on both the
Udgetary expenditures and the non-budge-

Y expenditures, and tables showing the
etail,

Senator Everett: Thank you.

Senator Grosart:!"The minister has asked
Or suggestions. What would you think of the
Suggestion that you identify loans, invest-

ents, and advances as such each time they
?”pgear? In other words, would you tell us

ich are loans, which are investments, and
ich are advances.

diT-he Chairman: Do you mean they should
Stinguish as between those three classes?

Senator Grosart: That is right.

th'Mr-' Cloutier: I think, sir, you would have
inls n the awarding of the vote items. For
pastance, I happen to have the book open at
Lsge 21-48 which concerns the C.B.C. Vote

5 is “Loans, on terms and conditions...”
angd 5o on.

it The Chairman: Do you mean to say that if

W:’el‘e an investment instead of a loan there

Uld be the word “investment”?
Mz, Cloutier: I would expect so, sir.

8 The Chairman: And you would expect the
¢ thing if it were an advance?

Mz, Cloutier: Yes, or an advance.

Finance q: 1k

Senator Grosart: From just looking through
it that was not my impression. However, if it
shows that then I am very happy. It is a great
improvement.

The Chairman: This is something that we
have been rather concerned about in the past.

Mr. Cloutier: I am just trying to think of an
investment item right now.

Senator Grosari: Here is a very good exam-
ple. Whether that C.B.C. item is a loan...

The Chairman: It is treated as such.
Mr. Cloutier: Yes, it is treated as such.

Senator Grosari: On page 18-14 there is an
item in connection with the Central Mortgage
and Housing Corporation, which we were dis-
cussing a minute ago, that is an advance. I am
referring to Vote L15. It does not seem to me,
from just looking at it quickly, that all the
items that are included in the total of $175
million are identified as to those three catego-
ries. However, it may be that we are on the
way.

The Chairman: The $175 million includes
Vote 10, which amounts to $53 million, and
which is a straight reimbursement. It is not
an advance.

Mr. Cloutier: That is right.

Senator Grosart: That is the very point.
What is it, then? It is included in the total,
which is described as ‘“Loans, Investments
and Advances.”

The Chairman: It is $122 million; this is
what Mr. Cloutier explained before. This is
special statutory authority to the Central
Mortgage and Housing Corporation to do
these things which are not in their normal
operations, such as the wurban renewal
schemes.

Senator Grosart: Could I ask, if you have
the figure, how much of the statutory increase
is due to the open ended agreements with the
provinces?

Mr. Cloutier: The open ended programs are
hospital insurance, medicare, post secondary
education and the Canada Assistance Plan.
The total increase for those is $252 million.

Senator Grosari: How does that compare
with last year?
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Mr. Cloutier: I think I have a similar calcu-
lation for last year. I should point out that
last year was the first large provision for
medicare, so this distorts the figure. The
increase for these same four programs last
year was in the order of $500 million, $335
million of which was for medicare.

Senator Grosari: So we have a substantial,
I might say a very substantial decrease in the
burden on the federal budget of open ended
agreements with the provinces.

Mr. Cloutier: In terms of the increase only,
yes. That is largely explained by the medi-
care item.

Senator Flynn: How much is provided for
Quebec in this?

Mr. Cloutier: In which figure?
Senator Flynn: Medicare.

Mr. Cloutier: I am afraid I have not got
that figure here, sir.

Senator Grosart: Have you any of the
provinces?

Senator Flynn: How much was provided
for Quebec, because Quebec is joining the
medicare plan this year?

Mr. Cloutier: The figure of $440 million for
the medicare program accounts for all the
provinces. The amount required for Quebec is
calculated as for July 1, and the other prov-
inces are on the same basis.

Senator Gelinas: You have not got New
Brunswick’s acceptance.

Mr. Cloutier: No, I do not believe there is a
formal acceptance, but we have provided in
the estimates as if they were coming in on
July 1.

Senator Grosart: The recommendation was
that the budget should not include an
increase greater than that in the GNP. This
increase is 7.4 per cent, which is more than
the increase in the GNP this year. I do not
think we made a distinction between a real
increase in GNP...

The Chairman: We are working on current
data.

Senator Grosart: That was the only way.
‘We cannot compare it with the budget. There
we are slightly over, but in the controllable
or flexible item the increase is 3.8 per cent.
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We can congratulate the Government for fol-
lowing our recommendation in so far as it
was in its power. Without going into actual
policy, do you see any way that a larger
proportion of the items which are sometimes
called uncontrollable or statutory can become
controllable?

Mr. Cloutier: If I may I will refer the com-
mittee to the statements of the Prime Minis-
ter in the House of Commons yesterday with
reference to the joint efforts of the provinecial
and federal governments to control or
restrain growth in these open ended programs
which you mentioned earlier. So there is a
serious attempt being made to control the
growth in these expenditures. Basically the
problem is that these programs are adminis-
tered by the provinces, and without their co-
operation control is impossible.

Senator Grosart: So there is no way that
the federal Government, other than by major
changes in policy, can exercise greater unilat-
eral control over the uncontrolled expendi-
tures?

Mr. Cloutier: No sir, short of changing
legislation to apply ceilings or specify given
growth rates, which really could not be done
unilaterally.

Senator Grosari: What percentage of the
total of uncontrollable items would be accoun-
ted for by medicare?

Mr. Cloutier: With a total of statutory
items at $6,323 million and the provision for
medicare being $440 million, it would be less

than 10 per cent, about 6 per cent to 7 per
cent.

Senator Grosart: That is the most recent
addition to the uncontrollable items.

Mr. Cloutier: Yes sir.

Senator Grosart: How far back do thesé
open ended agreements go in our fiscal his-
tory?

Mr. Cloutier: Hospital insurance is the
oldest, probably going back to 1956 and 1957-
The second one would probably be the
Canada Assistance Plan, in 1966, which i
effect brought together a number of individu~
al programs which dated for many yeal®
before 1966. Post-secondary education started
in 1966. Medicare, of course, is of more recen?
origin.
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Senator Grosari: You are taking my ques-
tion as referring only to the open ended
Programs.

Mr. Cloutier:
Question.

I thought that was your

_ Senator Grosart: Yes, it was. Actually, that
1s a small part of the total of the uncontrolla-
le expenditures. What percentage would the
Open-ended items be?

Mr. Cloutier: We have four.

Senator Grosart: You say Medicare is about
4 per cent.

Mr. Cloutier: We have four that add up to
about $1.9 billion.

Senator Grosart: That is about one-third?
Mr. Cloutier: A little less than one-third.

Senator Grosart: What is the nature of the
Other major item?

Mr. Cloutier: The other large item is the
Public debt.

Senator Grosart: At about 14 per cent of the
tal?

Mz, Cloutier: I think it would be about that.
think it is about $1.8 billion.

Senator Grosart: It is about $13.9 million
according to page Xxvi.

Mr. Cloutier: The public debt is almost

$1800 million. The 13.9 is really a percentage.

Senator Grosart: Then there would be some
s '€r statutory payments to provinces and
1viduals.

Ml:- Cloutier: The statutory transfers to the
a£°V1nces are fiscal transfers which add up to
out $1,060 million.

Senator Flynn: Equalization payments?

Mr, Cloutier: These

are
Payments.

equalization

tysenator Grosart: So that the only possibili-

V> I take it, of the federal Government get-
8 control of the other 50 per cent of those

XPenditures is by agreement with the prov-

a C€s or by unilateral amendments to the pres-
o Statutory set-up.

thil:r' Cloutier: I brought some charts which I

th K might be of interest and I shall have
®M passed around. They indicate the break-
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down of the total budget for the last four
years along the lines we have been discussing.

Senator Grosari: Very well. I have another
question, but I shall save it until later.

Senator Gélinas: I understand the Polymer
Corporation is no longer a Crown corporation.
If this is so, under which department will it
be administered?

Mr. Cloutier: To my knowledge it is still a
Crown corporation. However, for many years
they have not required funding from the
government.

Senator Gélinas: I understand it was one of
the most profitable corporations, but you say
it is still a Crown corporation.

Mr. Cloutier: Yes.

Senator Grosart: I think the basis of Sena-
tor Gélinas’ remarks is the statement made in
the Senate yesterday on the authority of the
Department. It was made in response to a
question which I asked. Senator Urquhart, if I
remember correctly, said it was not a Crown
corporation.

Mr. Cloutier: There is, I think, a change in
the status, and whether it is an agent of the
Crown or not is a legal distinction which
frankly escapes me.

Senator Grosart: To be fair, Senator
Urquhart I think used the phrase that it is
not an agent of the Crown.

Mr. Cloutier: There has been a change in
recent months on that score.

Senator Gélinas: Then the public debt is
mentioned as $18 billion.

Mr. Cloutier: $1.8 billion.

Senator Gélinas: Is that the total public
debt?

Mr. Cloutier: No, those are the service
charges.

Senator Pearson: What is the public debt
itself?

Mr. Cloutier:' The public accounts would
show that. It is in the area of $17 billion. That
is the net debt.

Senator McDonald: On page xii there is a
table of the total budgetary Estimates starting
with 1960-61 and going to 1970-71. Now in
1960-61 the total was $6,061.3 million and in
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1969-70 the total was $12,018.1 million. What
percentage of the gross national product was
the $6,061.3 million in 1961 as compared to
the $12,018.1 million in 1969-70?

The Chairman: I think we would have to go
back to the reports of the National Finance
Committee, but Mr. Cloutier may be able to
give this to us.

Mr. Cloutier:
hands on those
not have them

I know where I can put my
figures in my office, but I do
with me.

The Chairman: I think a little guessing may
be required here, and my guess is that it
would be less now than it was in 1960-61.

Senator McDonald: A lesser percentage of
the gross national product?

Senator Everett: I think so, yes.

Senator McDonald: Perhaps I am in the
wrong place, but what is the amount of
money in circulation compared to the expen-
ditures in 1960-61 and 1969-70, and how does
it compare to the total expenditures and the
total of the gross national product?

Mr. Cloutier: I am afraid I do not have
those figures with me.

Senator McDonald: I would like to have
that information.

The Chairman: I think we should try and
get it.

Senator McDonald: What I would like is the
total federal Government expenditures com-
pared to the gross national product for those
two years.

Senator Everett: Are those budgetary

expenditures?

Senator McDonald: The total expenditures
and the total amount of the money supply in
those two years.

The Chairman: We have it in our annual
reports of this committee relating to the
actual expenditures, the Estimates and the
gross national product.

Senator Grosart: I think about 17.5 per
cent.

The Chairman: Currently we are running
at about $80 billion or $70 billion for this last
year.
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Senator McDonald: We can get it at a later
date, but is it also possible to get the amount
of money in circulation for those two years?

The Chairman: Yes. And you want to relate
that amount of money to the expenditures
and the gross national product?

Senator McDonald: Yes.

Senator McLean: On page xxvi, under the
heading of Foreign Affairs there is a sum of
2.1 per cent. What does that cover? You will
find it in the chart.

Mr. Cloutier: You will find the details of
this on page xxx about two-thirds of the way
down the page.

Senator McLean: Then for CBC you have
$191 million. Does that cover all CBC
expenses or do they get any revenue of their
own.

Mr. Cloutier: You will find the detail of this
on the page you are referring to, 21-48. You
will find it at the bottom of the page. Rev-
enue is estimated at $35.7 million in 1969-70
and an estimated $37.6 million estimated for
1970-71.

Senator Everett: Mr. Cloutier, could you
tell me if there has been any change in the
operation of the Treasury Board since the
Department of Supply and Services went into
operation on this plan which I think was sug-
gested by the Glassco Commission?

Mr. Cloutier: The role of the Treasury
Board in relation to the Department of
Supply and Services?

Senator Everett: Yes. Has there been any
change in the function of the Treasury
Board? Have they delegated functions to the
Department of Supply and Services they held
prior to that time?

Mr. Cloutier: No, I do not believe so. Thé
functions of the Department of Supply and
Services were specified in the re-organizatio?
act of 1968. The role of the Treasury Boar
has not changed in any appreciable manner;
to my knowledge. The Treasury Board stﬂl
issues directives and guidelines to the depart”
ments in relation to the acquisition and cal'e
and maintenance of supplies. It may be that
with the emergence of the Department of
Supply and Services as the expert in the
supply business, the amount of direction that
has to be given by the Treasury Board ha®
decreased, but I do not recall, any dramati¢
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Change in the 2} years I have been with
the Treasury Board.

Senator Everett: Would you give those
directives now to the Department of Supply
and Services instead of to the individual
departments?

Mr. Cloutier: I will give you, as an exam-
ble, the repair services provided by the
Department of Supply and Services. If I can
Zero in on office equipment, years ago this
function of repairing office equipment was
discharged by the Queen’s Printer. I believe it
Was a free service to the departments; in
Other words, the expenditures of the Queen’s
Printer in this regard were charged directly

his appropriation. With the emergence of
the Department of Supply and Services there
1as been a tendency to make it a self-sustain-
Ing operation, and the Department of Supply
and Services provides the service but charges
for its services to the individual department.

Senator Everett: How much does the
~Cpartment of Supply and Services purchase
a year? What volume of money goes
through its hands, do you know? I cannot find
1 in the Estimates, nor do I think it should be
€re.

Mr. Cloutier: I just have not that figure in
Wy mind.

Senator Everett: Would you have any
Tough idea? I have a figure of 13 billion
°f purchasing going through its hands.

Mr. Cloutiers You might come to an
aDI{{‘oximation if you look at Table 6, page
Vii. This would be just an approximation.

MSenator Everett: Could I make a suggestion,
T. Cloutier, that next year you dispense
With Roman numerals?

i Mr, Cloutier: Yes, we have already zeroed
N on that.

Senator Grosari: Mr. Chairman, as I expect
0 have to go to the Foreign Affairs commit-
€e, could I ask another question now?

The Chairman: We will get the answer to
this firgt,

Senator Everett: No, please do, Senator
Tosart,

The Chairman: I think we have the time to
8¢t the answer to this while we are on it.

Senator Everett: Maybe we could come
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back to it, because I have a couple of other
questions on that point.

The Chairman: All right. Senator Grosart?

Senator Grosari: Mr. Cloutier, do you keep
a record in any one place of the amounts of
the estimates that have not been spent by the
end of a year? I know they are available if
you compare the Public Accounts with the
Estimates, but do you look at them and say,
“Why were they asked for, if they were not
spent?”

Mr, Cloutier: We do this in the course of
our examination of the Estimates require-
ments for the coming year. Where a depart-
ment is asking for funds, we look at its
expenditure pattern in the past few years.

Let us take the hypothetical case of a
department that had Estimates of $90 million
this year and next year they say they will
absolutely need $96 million. We can go back
and say, “For the last four years you have
lapsed $4 million. Where and why?” Usually,
as a result of this kind of examination, they
do not get the $96 million they want; they
probably get $92 million.

Senator Grosari: They do not get the $96
million unless they can make out a good case.

Mr. Cloutier: Yes, of course.

Senator Grosari: Take CIDA as an exam-
ple. My understanding is that about $100 mil-
lion, more than one-third of their total annual
appropriation, is still unspent. I know there is
a good reason, but it is an example. Could
you provide the committee with a complete
list, by departments and not necessarily by
projects, of the total amounts that lapsed and
what happened to them, which lapsed com-
pletely and which did not? For example, the
CIDA money does not lapse.

Mr. Cloutier: Yes, we will do that. This
information is available in the Public
Accounts.

Senator Grosart: Separately?
Mr. Cloutier: I believe so.

The Chairman: At any rate, you would
have to go back into the 1968-69 to have
current information on this. You might see
what you have in the department on that.

Senator Grosari: How do you carry over
the CIDA money? Do they not show it or
keep it in an account of their own?
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Mr. Cloutier: It is part of the Consolidated
Revenue Fund.

Senator Grosart: It remains in the Con-
solidated Revenue Fund?

Mr. Cloutier: Yes, until it is expended.

Senator Laird: Do they requisition it when
they need it?

Mr. Cloutier: Yes.

Senator Grosari: In the summary of assis-
tance to developing countries there is a sepa-
rate item on Caribbean payments, Finance.
That is in addition to the amount expended in
the Caribbean under CIDA?

Mr. Cloutier: Yes.

Senator Grosart: Does this come from the
Department of Finance?

Mr. Cloutier: This was an item no longer
required for the next year arising out of pay-
ments to Caribbean countries related to the
customs duties payable and collected on raw
sugar imported into Canada from there.

Senator Grosart: That is the

agreement?

Mr. Cloutier: Yes, it was instituted before
the new sugar agreement was passed.

sugar

Senator Grosart: I know what it is now,
thank you.

Senator McDonald: Mr. Cloutier, can a
department transfer expenditures from one
vote to another?

Mr. Cloutier: Not without parliamentary
authority. That is these $1 items that honour-
able senators like so much!

Senator Grosari: What is the relationship of
the number of votes in the new structure to
the old?

Mr. Cloutier: I do not know we have count-
ed them exactly.

Senator Grosari: The Auditor General has.

Mr. Cloutier: And he probably will again!
I think we appeared before this committee
last year to explain the proposed changes in
the Estimates, and I indicated that a set of
principles had been agreed to at the Public
Accounts Committee of the House of Com-
mons with respect to the structure of the
Estimates. I am sorry, but we just have not
counted them yet.
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Senator Grosart: I am not questioning the
principle, because I lost that argument some
time ago, but I just wondered what the reduc-
tion was in view of the fact that some par-
liamentarians say it has limited parliamen-
tary control to some extent.

Mr. Cloutier: We can provide you with that
information, sir. I am curious to know it
myself now.

Senator Grosari: Those all

questions.

are my

Senator Desruisseaux: This makes fascinat-
ing reading for a layman like me. In the
ordinary course of events in business we usu-
ally compare our estimates of expenditure
with our estimates of revenue. Are these esti-
mates of expenditure compared with the
estimated revenues?

Mr. Cloutier: Wherever revenues arise from
these operations, or from these expenditures,
they are indicated in the tables. On page 3-14,
which I have picked at random, under the
Corporate Affairs program of the Department
of Consumer and Corporate Affairs you will
see the details of the expenditures in the first
seven or eight lines adding up to $7.5 million,
and then you will see the receipts credited to
revenue of $10 million.

Senator Desruisseaux:
receipts from last year?

Does that mean

Mr. Cloutier: No, these are the receipts
estimated in 1970-71. You have the estimated
receipts for the current year, 1969-70, at $8.7
million, and the actual receipts for 1968-69 at
$7.4 million.

The Chairman: There is, of course, no esti-
mate of tax revenues?

Mr. Cloutier: No, these are non-tax items.

The Chairman: That will come in the
budget.
Mr. Cloutier: These revenues are from

patent fees, and so on.

Senator Desruisseaux: Is it possible t0

obtain estimates of the revenues from taxa-
tion as well?

Mr. Cloutier: This is available but, again, it
will be in the budgetary papers. This docu”
ment is not meant to cover that.

Senator Desruisseaux: And the budgetary
papers come after this document?
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Mr. Cloutier: Yes, they should be tabled
Within the next several days by the Minister
of Finance.

Senator Desruisseaux: There was a state-
Ment made in the press last year that there
Were discrepancies in the estimates of reve-
Nues. That is the basis of my question.

Mr. Cloutier: Those would not be with
Tespect to revenues arising from the Esti-
Mates. Those would be tax revenues.

Senator Flynn: I do not know whether I
Should ask this question of the witness

cause it may be close to policy. The idea of
Teducing the expenditures of the Government
18 to fight inflation, because there will be less
Money in circulation. Do I understand cor-
*ectly that that is the main objective of
Teducing the expenditures?

Senator Grosart: It means there will be less
Money spent by the Government.

Senator Flynn: And less money in the
hélnd.s of the consumer.

Mr. Cloutier: There will be less money

deInanded by the Government from the capi-

market. If the Government has a deficit
then it must increase its borrowings.

.Senator Flynn: How do you reconcile that
th the idea of forgoing some revenues? It
“{as announced yesterday that the new tax on
tickets increases in post office rates, and
e on and so forth, would not be put into
r&ect It seems to me to be contradictory to
duce the expenditures on the one hand, and
Orgo some revenue on the other.

i Mz, Cloutier: The rationale there, in effect,
S that the Government will be setting the
x,ample that the Prices and Incomes Com-
Sion is asking the private sector to follow
ind not increase its fees and charges in the
8ht of the estimated cost increases.

Senator Flynn: But it will leave more
Ohey in the hands of the consumer.

Senator Grosart: As most of us do, the
§ Vernment saves in one place to spend in
Nother, At page L there is Table 6 which is
ea‘_ded “Budgetary Expenditures by Standard
b?eCts of Expenditure 1970-71 and 1969-70".
i IS is the table we used to receive as a
ti:’arate folder. Has there been any sugges-
pr“ that you might reprint that? When it was
lnted separately it was an easy thing to
212559
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carry around in your pocket apart from the
Blue Book, and it was also very useful to
have.

Mr. Cloutier: No, there is no intention of
doing that, but I will suggest that these pages
can be xeroxed very easily if one wanted to
carry a copy in his pocket.

Senator Grosari: Would there not be an
objection to an infringement of the Crown
copyright?

Mr. Clouthier: I see that the Crown copy-
right is reserved there.

Senator Grosari: I make that suggestion
seriously, because it would be a simple thing
to have the Queen’s Printer reprint this as a
separate brochure.

Mr. Cloutier: Actually, we decided to put it
in as a regular page because of the com-
plaints we received about the other form.

Senator Grosart: This is the better form,
because the other was very big. However, it
would be a useful thing to have if it were
printed separately.

Mr. Cloutier: We will provide you with a
photocopy.

Senator Pearson: It appears that you do not
now show the number of employees and their
categories, but you show the man-years of
work.

Mr. Cloutier: We also show the employees
by category. We show man-years in the pro-
gram activities table, but there is a subsidiary
table for each program headed ‘“Manpower”.
If you look at page 3-14 you will see in the
“Program by Activities” table that we show
645 man-years broken down as between the
various activities. Then on page 3-18 in the
“Manpower” table we show those same 645
man-years broken down by manpower
categories.

Senator Pearson: What is the advantage of
that?

Mr. Cloutier: It gives you a better idea of
the type of comparison which is being used,
whether it is clerical versus professional, or
operational versus executive. We have given
you in the last table in the foreword the
salary ranges that apply to each occupational
group within these categories. That is on
page—I assure you that we will get rid of
these numerals—LXXXVIII which is page 88.
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Senator Pearson: Is it Table 9?

Mr. Cloutier: That is right, sir. So, in the
manpower tables for each program you have
the number in the scientific and professional
category, and this tells you all the professions
involved and the salary ranges applicable to
each group as at October 31, 1969.

The Chairman: May I ask you to turn to
the Secretary of State’s Estimates at page
21-16, and to look at the item entitled “Co-
operation with the Provinces” and the
amount of $50 million. In the previous year it
was $100,000. Is there any further detail on
that?

Mr. Cloutier: No, sir, not in the Estimates.
This is the program which the Government is
in the process of discussing with the prov-
inces arising from report of the B & B
commission.

The Chairman: Then there has been no
breakdown of these Estimates as far as Treas-
ury Board is concerned as to how the $50
million will be spent?

Mr. Cloutier: This is still under negotiations
with the provinces. I would suggest that in
the months ahead the department might be
asked to supply a breakdown.

The Chairman: It would have to go to the
Department of the Secretary of State of
Canada to get the breakdown?

Mr. Cloutier: That is right.

The Chairman: Does the same apply under
the Regional Economic Expansion at page
20-14, where the increase is $75 million? Is
there any further breakdown of the increases
as far as these Estimates are concerned?

Mr. Cloutier: No sir. The amounts here
have been the breakdown as shown between
eastern, central and western Canada. Any
further breakdown would have to be obtained
from the department itself.

The Chairman: These Estimates, of course,
do not include the Old Age Security Fund.

Mr. Cloutier: That is right, sir.

The Chairman: You have a footnote at page
15-4 which gives the Estimates for 1970-71 of
$1,093 million an increase of $143 million over
1969-70. That is a further increase in Govern-
ment expenditures if one includes the 0ld
Age Security Fund.
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Mr. Cloutier: That is right.

The Chairman: I do not think there is any
other fund like that, is there?

Mr. Cloutier: That is the only one, sir.

The Chairman: Of course, you do not have
the Estimates, or do you, of what the counter-
figure would be of the estimated revenues?
Sometimes in the past this fund has shown @
slight surplus and sometimes a slight deficit-
Do you know whether the taxes now imposed
for this fund will produce $1,903 million?

‘ Mr. Cloutier: That detail will be available
in the budgetary papers tabled by the Minis*
ter of Finance.

Senator Flynn: It is very difficult to assess
the Estimates generally or the Government
declared policy of compressing the controlla”
ble expenditures before we know what the
expected revenues are, or before the budget
speech is delivered in the other place. I sug"
gest that we should be given an opportunity
to re-assess the situation after the budge!
speech. If it is expected that the revenues wi
increase in a much higher proportion tha?
would be reflected in the increased expendi”
tures, you could appreciate that the Govern”
ment has really done something.

The Chairman: You are quite right, Senato
Flynn. I imagine the committee will be sitti
until June anyhow on these Estimates.

Senator Flynn: I suggest that Mr. Cloutié’
:vhc;luld not want to comment on this at th¥
e.

Mr. Cloutier: The Estimates blue book ¥
not and never has been meant to be a state”
ment of the application of funds for the Gov’
ernment. This is merely the vehicle throug?
which Parliament is asked to appropriat®
funds. It seeks to give as much information 2
possible relating to those appropriations, b¥
an attempt to have the Estimates docume?
go further would really pre-empt the budg®
tary papers of the Minister of Finance.

Senator Flynn: I appreciate that, but if yo*
are to pass judgment on the Estimates ¥
have to know the other side of the sto™¥'

Mr. Cloutier: Absolutely.

S.enator Flynn: There may be a progf_arrl
which sounds very good in itself, but talsin®

into account the expected revenue, prior
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Should have been given to another or this one
Should have been delayed a year or so.

Senator Evereti: I wonder if we could go
b"_a\Ck to the Department of Supply and Ser-
‘17‘16(135. You were speaking to Table 6 at page

:

Mr. Cloutier: This is probably not a com-
Dlete answer, sir, but on the basis of the
figures we have, the three items headed: Pur-
ch'ulsed, Repair and Upkeep; Utilities, Materi-

and Supplies; and Construction and

Cquisition of Machinery and Equipment, add
Up to about $800 million. That is provided in
the Estimates for these standard items. To the
€xtent that all these expenditures would be

nelled through the Department of Supply
and Services—I am not saying that they all
are—then this would be the range of business
! which the Department of Supply and Ser-
Vices is involved. They are not involved in
Construction and acquisition but they would
€ in some items in transportation and com-
InuIlications, although my guess is that this
Would be a very small proportion of the total.

Senator Evereti: It seems to me that it is
Over $1 pillion.

thThe Chairman: I think I have the report of

€ department, which will show it.

Senator Everett: That is a pretty important

aal't of your expenditure. Have you conducted

t}?‘y studies to determine the effectiveness of
IS centralized system of purchasing?

b Mz, Cloutier: We are embarking on this,
Ut we have not arrived at a conclusion, let
say.

Senator Everett: Is the study proceeding
Nowy?

_Ml'- Cloutier: I do not believe that the study
b h.respect to that department is proceeding,
Ut it is planned.

desEnator McDonald: How long has that
Partment been in existence?

Senator Everett: They are really an out-

POWth of the Department of Defence
Toduction,

Mr. Cloutier: It is the old DDP, really.

Senator Everett: Their area of service and
la Chase has become much larger during the
ee years.

deThe Chairman: This was Mr. Drury’s
Partment at one time.
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Mr. Cloutier: This was one of Mr. Drury’s
departments. He had the Department of
Defence Production and the Department of
Industry. Mr. James Richardson is now the
minister. I might draw your attention to one
table under Supply and Services, under the
supply program, which we find at page 23-14.
Under Manpower, you will find that the
Allowable Continuing Employees in 1968-69
were 3,195; in 1969-70 the figure was 2,797;
and for 1970-71 it is 2,186. Where on the one
hand, as you have indicated, the amount of
business has increased because of the greater
centralization, the manpower they use in the
conducting of business is going down.

Senator Evereit: I was not suggesting any-
thing else.

Mr. Cloutier: That is an indicator of greater
efficiency, but it is not an absolute guarantee.

Senator Evereti: It may be an indicator or
it may not be, I would have to differ with you
there. What we are concerned with is how
efficiency, but it is not an absolute guarantee.
$1 billion, how effective is their purchasing
service? It really worries me when they start
to be so glib about centralizing purchasing as
though that were going to solve all problems.
Maybe it will—maybe it won’t.

Mr. Cloutier: The effectiveness and efficien-
cy study in this regard has not been complet-
ed as yet, and until it has been I cannot give
you any satisfactory answer.

Senator Everett: Do you think it would be
useful for this committee to do a study on
this, or is it better to leave it as a departmen-
tal matter?

The Chairman: I think we should check
whatever study is made. That might be more
in our line.

Senator Evereit: When do you expect to
have the study available?

Mr. Cloutier: We are in the process of
developing a capability in the Treasury Board
and our plans are to cover most of the expen-
ditures leaving aside the public debt and
things like that. I believe that the latest com-
pilation that I have seen indicates that about
three-quarters of the expenditures are subject
to this kind of analysis.

Senator Everett: But what you are speak-
ing of is the efficiency of the Department and
the fact that they have reduced their employ-
ment, if I read this correctly, from 3,200 to
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2,100. You are assuming that this indicates
greater efficiency. But is there not another
study of efficiency which would involve find-
ing out how well the purchasing goes?

Mr. Cloutier: Yes, as against what the pri-
vate sector does, for instance.

Senator Evereit: As against the decentral-

ized approach. Do you propose doing a study
of that aspect?

Mr. Cloutier: Yes. Glassco had interesting
figures on this as I recall.

Senator Everett: He suggested this in the
first place, and I would like to see a follow-up
on whether his suggestion was accepted. I do
not know how you could assess it or whether
you could by definitive terms assess it.

Mr. Cloutier: An examination can be made
not only in terms of the department itself, but
in terms of the large agencies outside of gov-
ernment. This is an area of comparison which
should not be neglected.

The Chairman: I think in the past we had
some information in our hearings on the sub-
ject of standardization of stationery, for
example, and other purchases which were
done through the Department of Supply so
that each department was not ordering some
special kind of article or equipment or
stationery.

Mr. Cloutier: If I can focus for a moment
on a joint endeavour of Treasury Board, the
Department of Industry, and the Department
of Defence Production, there has been created
a new modular type of furniture, entirely of
Canadian design, and now available through
the Department of Supply for various depart-
ments. This modular-type furniture is
designed to meet modern concepts of building
construction and it is tremendously attractive
and very functional. It is very low in cost.
The design, if I am not mistaken, won an
award a year and a half or two years ago.
Now departments moving into newer quarters
are directed to use this furniture because it
tends to bring greater efficiency in the utiliza-
tion of space.

Senator Desruisseaux: Mr. Chairman, I was
trying to locate what information there was
on expenditure to date on communication
satellite projects in these Estimates.

Mr. Cloutier: I am not sure if they would
appear as such. But on page 2-6 there is an
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activity breakdown of the Department of
Communications.

Senator Desruisseaux: There is no way of
getting this for us?

Mr. Cloutier: That information could be
obtained from the department, but all these
Estimates show is that activity related to
communications and space applications
research and development. The proposed
budget for next year is $8.6 million, but I
cannot tell you what portion of that amount
relates to the communications satellite.

Senator Desruisseaux: There is an item
here on page 2-6 dealing with communica-
tions and space applications research and
development.

Mr. Cloutier: That is correct, but what I am
trying to tell you is that I do not know which
part of that amount relates to communica-
tions satellites themselves. I should add that
if you look at the right-hand side of that line
under “loans and investments”, you will see
an amount of $9,800 for last year. My recol-
lection of this amount is that it was an
advance for the purposes of the communica-

tions satellite in anticipation of the creation
of the corporation.

The Chairman: On page 2-12, at the bottom
of the page, there is a breakdown of this
communications and space applications

research and development showing ISIS “B”
and Alouette.

Senator Desruisseaux: And they have pro-
jected the figures.

The Chairman: Yes, for the satellite system
and the earth resources satellite ground sta-
tion, and the biggest item is $2.3 million for
ISIS “B” and then there $900,000 for the
Canada-U.S. Technology Satellite. Does that

give you what you want, Senator Desruis-
seaux?

Senator Desruisseaux: Yes.

Senator Gélinas: If I may ask a question
relating to page 9-46 under Indian Affairs and
Northern Development. There is there a pro-
jection for activities regarding national parks:
but I do not see anything there about the
projected park in Gaspé, if and when the two0
governments come to an understanding oP
that. Maybe I have missed it. At any rate,
cannot find it. The project was supposed t0
cost $10 million.
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Senator Flynn: Forillon?
Senator Gélinas: Forillon.

Mr. Cloutier: I do not remember the total
€Xpenditure, but it is spread over a period of
Years. This might be a reflection of the fact
that the agreement has not been completed
With the province and the expenditures in the
first year will be of a capital nature rather
than of an operational nature.

The Chairman: Then, what about the
€Xpenses of the Queen’s Printer?

Mr. Cloutier: The Queen’s Printer comes
Under “Supply.” It is a revolving fund and is
O be found on page 23-22 under “Canadian

Vernment Printing Bureau”. You will find
€re a summary of the proposed expenditure
and revenue broken down by, “Administra-
lon; Provision of a Central Printing Service;
Tovision of Local Printing Services;...”

The Chairman: Then the Queen’s Printer
Charges all these various departments with
€ expenses?

Mr. Cloutier: That is right.

The Chairman: And where are the reve-
Dues shown?

Mr. Cloutier: You have that on the same
gage, The expenditures are shown on page
3-22 and the revenues on page 23-23. They

€ Proposing to break even this year.

. The Chairman: Is there a breakdown of the
harges that go into the revenue at all?

CMI- Cloutier: You have a breakdown of
fntral Printing Service—that is the main

plé_‘nt; and Local Printing Services are the

Otlnting establishments located around
tawa and around the country.

P:h’ Chairman: We do not know what the
Inting Bureau is charging us for today’s
Ceedings?

Mz, Cloutier: I could not tell you that, I am
€. On the other hand, if you go to “The
ate” you can find out how much, in total.

The Chairman: I wondered whether we

c
aze‘fl,dg because I think the item in “The Sen-
1s all-inclusive.

Oby&' Cloutier: It is probably under the
SeifCt of expenditure for information in “The

Drou e, Where an amount of $938,000 is
Vided on page 17-6.
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The Chairman:
printing item?

Mr. Cloutier: I would think so, sir.
Are there

That would include the

The Chairman:
questions?

any other

Senaior Evereti: On the Post Office, page
2-19, this increase of $36 million, I just cannot
seem to work out how that comes about, look-
ing at this table. Presumably, that is an
increase in the Post Office deficit, is it?

Mr. Cloutier: You will find the change from
year to year at page 2-19, under the heading
“Total Budgetary Expenditures”.

Senator Evereii: I see that. You are talking
about the top table there?

Mr. Cloutier: No, down below.

Senator Everett: That is what I cannot
work out.

Mr. Cloutier: If you start off with “Ad-
ministration” they are spending $31.8 million
as against $24 million last year; “Mail Pro-
cessing”, $176 million, as against $164 mil-
lion last year; “Mail Transportation”, $73
milion as against $72 million. So this gives
you an idea of the breakdown.

Senator Everett: And that is the total of
$36 million?

Mr. Cloutier: That is right. Now, if you go
to the standard “Objects of Expenditure”
table on the next page, you will find that the
bulk of that $36 million is in salaries and
wages.

Senator Everett: Coming back to that for a
moment, does not this say that the net deficit
is improved by $201,000?

Mr. Cloutier: This is what it says.

Senator Everett: Why would you provide
that in your Estimates then? Do you not net
out your revenues?

Mr. Cloutier: Not all of it; part of it is
netted.

Senator Everett: I am thinking particularly
of the Department of Consumer Affairs we
were just discussing. That is netted out, is it
not?

Mr. Cloutier: No, not the item we are
discussing.
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There are two types of non-tax revenue, so
to speak: one is netted and the other goes
directly to the Consolidated Revenue Fund.
The item we referred to in relation to the
Patent Office goes directly to the Consolidat~
ed Revenue Fund. In the Post Office you have
a dual situation. If you go to the end of the
table on page 2-18 you have the item, “Less:
Receipts Credited to the Vote” in the amount
of $27.6 million, and later “Receipts credited
to revenue”, that is directly to the Consolidat-
ed Revenue Fund—$386 million.

Senator Everett: What would the difference
in those receipts be?

Mr. Cloutier: The principle followed in the
Post Office is that receipts for specialized
non-general services, like the philatelic activi-
ty, special delivery charges—the kind of ser-
vices that are specific to an individual rather
than to the general public—are credited to
the vote. The more general type of revenue is
credited to the C.R.F.

Senator Everett: If the items credited to the
vote you net out, the increase in the Esti-
mates is that amount, is that correct?

Mr. Cloutier: The increase in the Estimates
is really the difference between $367 million
last year and $395 million this year. That
difference is explained by the difference in all
the figures that precede it.

Senator Evereit: The minister’s paper, I
think, said $36 million, and that shows $28
million.

Mr. Cloutier: The difference here equals the
estimated expenditure of $368 million less the
approved Estimates of $360 million, the dif-
ference being explained by an allocation $8
million, approximately, from the Treasury
Board Contingencies Vote to provide for the
salary increases arising out of collective
bargaining.

Senator Everett: Where is that shown?

Mr. Cloutier: If you go to the top of page
2-18, you will see “Vote 10...Estimates...Ap-
proved 1969-70, $360 million.” The forecast
expenditure for the year is $368 million.

Senator Everett: I see. That is purely a
contingency fund?

Mr. Cloutier: That is right. It is an alloca-
tion for that purpose, and to complete it, if
we go to “Treasury Board” you will find the
$63 million of contingency fund has been

Standing Senaie Commiiiee

allocated to all departments to make up
salary differences.

Senator Everett: And that is totalled some-
where here?

Mr. Cloutier: That is right.

Senator Evereti: It is not totalled in the
departmental Estimates though?

Mr. Cloutier: Not identified as such, no.
That kind of detail will appear in the Public
Accounts.

Senator Everett: Then it is not changed by
virtue of the Government’s decision to pass
the postal rate increases; the $36 million is
intact as far as your Estimates are concerned?

Mr. Cloutier: Yes.

Senator Evereit: Because their income goes
into the Consolidated Revenue Fund?

Mr. Cloutier: Yes, that is right.

Senator Gelinas: On page 21-74, the Nation-
al Art Centre Corporation, the proposed Esti-
mates here for 1970-71 are $2,625,000. Is that
to cover the deficit?

Mr. Cloutier: This is the grant made by the
Government to the Arts Centre. You will find
on the next page a breakdown of the expen-
diturdes and the revenues, and the net amount
voted.

Senator Gelinas: And this includes also the
outside National Arts Centre Corporation?

Mr. Cloutier: This is for 1969-70, yes, but

n.ext year they are not forecasting an expan-
sion on that side.

Senator Desruisseaux: I refer you to pagé
21-74, concerning the Company of Young
Canadians. It seems that we have volunteer
allowances amounting to $846,000, but there i
nothing below to indicate the number ©
volunteers so that one may calculate the
average amount.

Mx.'. Cloutier: The volunteers, sir, are not
considered as full time employees of the Com”
pany, and so they are not included.

Senator Desruisseaux: Why not?

Mr. Cloutier: Well, this gets technical, put
it is because they are operating more or less
on contracts. The purpose of the Estimate®
when they deal with manpower, is not
indicate the number of people who do work
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for the particular departments, but only those
Who are employees. The volunteers are not
employees of the Company of Young Canadi-
ans. The same thing is done for every other
department. It is only the employees that are
Shown in the Estimates. We do not attempt to
Indicate the number of consultants or people
Who work under contract for the different
agencies of government, because they are not
Public servants.

Senator Desruisseaux: I think it would be
Valuable to know how much this cost is per
Volunteer.

The Chairman: We would have to ask the
Department of the Secretary of State to get
that information, or we could ask Mr. Clou-
tier to follow it through.

Senator Desruisseaux: I have one more
Question. The revenues of Crown corporations
are not indicated anywhere in these Esti-
Mates, are they?

Mr. Cloutier: Yes, the revenues of the
CB.C, for instance, are indicated.

Senator  Desruisseaux; What  about
Eldorado Nuclear Limited, for instance?

Mr. Cloutier: That would come under
Enel‘gy, Mines and Resources.

ssenator Desruisseaux: I refer you to page
~52.

Mr. Cloutier: This is just a loan to Eldora-
0. It is not a budgetary expenditure item.

Senator Desruisseaux: But the expenditures
are not indicated.

Mr. Cloutier: You are right, sir.

4 The Chairman: For example, the revenues
rf the Polymer Corporation will not be
®Ported in these Estimates.

Mr. Cloutier: Yes, that is right.

d The Chairman: That is because Polymer
Oges not come to the Government for a grant,
th anything else. We have always had to go to

€ organization itself if we wanted informa-

g:;c in that respect. We have done that in the

a Senator Desruisseaux: And the same would
chly to the future operations of the Telesat
Nada Corporation?

T
the

he Chairman: Yes, we would have to call
Corporation before us, or the departmen-
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tal minister under whom the Corporation
came.

Senator Isnor: Mr. Chairman, I should like
to ask a question as to page 9-46, which deals
with national parks and historic parks and
sites. If a proposed park is not included in
that list am I to take it for granted that it
will not be undertaken this year?

Mr. Cloutier: No, sir. The list to which you
are referring is a list of major capital pro-
jects, is it not?

Senator Isnor: Yes.

Mr. Cloutier: This is an estimate to indicate
at the time the Estimates were put together
what the department was projecting. There is
always the possibility in the course of a year
that the work on one project goes slower than
that on another, or that a project that was
meant to start is not started for certain rea-
sons, or the priorities of the department
change over the course a year, and in that
event work that is not indicated by the Esti-
mates is undertaken.

Senator Isnor: There is talk of two new
parks in Nova Scotia, and they are not men-
tioned. Am I to take it for granted that they
are not likely to be proceeded with this year?

Mr. Cloutier:

To which parks are you
referring?

The Chairman: What are the names of the
two parks, Senator Isnor?

Senator Isnor: I am not sure of the names.

Mr. Cloutier: I do not think that you can
assume that nothing will be done. At the time
the Estimates were prepared—that is, in
November and December of last year—this is
what the department was planning to go
ahead with, but there could be changes. At
that time the department was considering in
respect of Nova Scotia improvements to the
Cabot Trail and the Cheticamp development
in the Cape Breton Highlands, and also
Kouchibougac.

Senator Isnor: That is not shown.

Mr. Cloutier: Yes, it is, and the amount is
$750,000. I refer you to page 9-46.

Senator Kinley: Kouchibougac is just built,
and they are going to build the rest of it this
year.

Senator Isnor: That is what I wanted to
know.
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Senator Kinley: Yes, they are going to
build a marine port to it.

The Chairman: Yes, they have $750,000 for
it this year, and $500,000 in the future, which
will be probably next year.

Senator Isnor: I do not know the name of it,
but there is one in the eastern portion of
Halifax County. That is not shown here at all.

The Chairman: No, that does not seem to
be mentioned. There is also Louisbourg under
“Historic Parks and Sites”.

Senator Kinley: There is one down at Ecum
Secum.

Senator Isnor: I would like to pursue fur-
ther at the next meeting, Mr. Chairman, the
question of the change-over to the Depart-
ment of Supply and Services. It seems that
this system at the present time practically
entirely looks after Ontario and central
Canada. There is very little going other than
to Ontario. Is that a policy?

Mr. Cloutier: This is in the purchase of
supplies?

Standing Senate Committee

Senator Isnor: Yes.

The Chairman: We would have to bring
representatives of the Department of Supply
and Services here, Mr. Richardson or one of
his officials. We might do that.

Senator Isnor: It is rather interesting when
you turn over six or eight pages, run your
finger down to see what Nova Scotia is get-
ting and find perhaps one.

The Chairman: You are referring to the
national accounts?

Senator Isnor: Yes.

The Chairman: We must not allow that to
happen. If there are no further questions I
thank Mr. Cloutier for his customary courtesy
and knowledge. I neglected to mention that
with Mr. Cloutier is Mr. B. A. MacDonald,
Director General, Budget Co-ordination,
Treasury Board.

We will not be meeting next week if the
Senate is not sitting. If the Senate is sitting
we will convene a meeting. The next meeting
will probably be two weeks from today.

The committee adjourned.

Queen’s Printer for Canada, Ottawa, 1970
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ORDERS OF REFERENCE

Extract from the Minutes of Proceedings of February 12th, 1970.

“With leave of the Senate,

The Honourable Senator Martin, P.C., moved, seconded by the
Honourable Senator Langlois:

That the Standing Senate Committee on National Finance be author-
ized to examine and report upon the expenditures proposed by the
Estimates laid before Parliament for the fiscal year ending 31st March,
1971, in advance of Bills based upon the said Estimates reaching the
Senate;

That the Committee have power to engage the services of such
counsel and technical, clerical and other personnel as may be necessary
for the purpose of the inquiry; and

That the Committee have power to sit during adjournments of the
Senate.

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

Extract from the Minutes of Proceedings of March 5th, 1970.

“The Honourable Senator Martin, P.C., laid on the Table the fol-
lowing:—

Supplementary Estimates (B) for the fiscal year ending March 31,
1970.

With leave,

The Senate reverted to Notices of Motions.

With leave of the Senate,

The Honourable Senator Martin, P.C., moved, seconded by the Hon-
ourable Senator McDonald:

That the Standing Senate Committee on National Finance be au-
thorized to examine and report upon the expenditures set out in the
Supplementary Estimates (B) laid before Parliament for the fiscal year
ending the 31st March, 1970.

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

ROBERT FORTIER,
Clerk of the Senate.
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MINUTES OF PROCEEDINGS

THURSDAY, March 19, 1970.
(4)

Pursuant to adjournment and notice the Senate Committee on National
Finance met this day at 9.30 a.m. to consider:

The Supplementary Estimates (B) laid before Parliament for the fiscal
year ending March 31st, 1970.

Present: The Honourable Senators: Leonard, (Chairman); Beaubien,
Bourget, Desruisseaux, Everett, Flynn, Grosart, Isnor, Kinley, Laird, McDonald,
Pearson and Phillips (Prince). (13)

Also present, but not members of the Committee: The Honourable Sena-
tors: Argue, MacDonald (Queens) and Dessureault.

Ordered:—That 800 copies in English and 300 copies in French of the
proceedings of the Committee be printed.

The following witness was heard: Mr. J. Larry Fry, Assistant Secretary,
Functional Branch, Treasury Board.

Also present, but mot heard: Mr. Bruce MacDonald, Director-General,
Budget Co-ordination.

It was agreed that the explanation of one dollar items of the Supple-
mentary Estimates (B), 1969-70, be printed as Appendix “A” to these pro-
ceedings.

It was agreed that the Report on the said supplementary estimates be
drafted by the Steering Committee and be presented to the Senate without a
further meeting of the Committee.

At 10.30 a.m. the Committee proceeded to the further consideration of

:t;he Main Estimates laid before Parliament for the fiscal year ending March
1st, 1971.

The following witnesses, representing the Economic Council of Canada,
Were heard:
Dr. Arthur J. R. Smith, President;
Mrs. Sylvia Ostry, Director;
Mr. Peter Cornell, Research Officer.
Also present, but not heard:
Mr. Otto Thiir, Vice-Chairman.
It was agreed that the Chart Presentation be printed as appendix “B” to
the proceedings on the Main Estimates.
At 12.45 p.m. the Committee adjourned to the call of the Chairman.

ATTEST:

Gerard Lemire,
Clerk of the Committee.



~REPORT OF THE COMMITTEE
THURSDAY, March 19, 1970

The Standing Senate Committee on National Finance, to which was
referred the Supplementary Estimates (B) laid before Parliament for the
fisccal year ending March 31st, 1970, has in obedience to the order of reference
of March 5th, 1970, examined the said Estimates and reports as follows:

1. Your Committee has heard evidence with respect to the said Estimates
from Mr. J. L. Fry, Assistant Secretary, and Mr. Bruce MacDonald, Director
General, both from the Treasury Board.

2. The said Supplementary Estimates provide for expenditures of
$215,967,147 and for Loans, Investments and Advances of $41,614,752, bringing
the total of main and supplementary Estimates for the current fiscal year to
$12,140,065,176 and the total of Loans, Investments and Advances to
$676,032,812.

3. Included in the said Supplementary Estimates (B) were thirty items
of one dollar each. It has been customary for your Committee to scrutinize
such items closely and this has again been done. The Committee was supplied
with a list containing an explanation of each item. Eight of these items are
legislative in nature. Your Committee re-iterates its concern about the practice
of making statutory changes by means of Appropriation Acts based on Supple-
mentary Estimates. There may be instances of minor importance, or of special-
urgency where this method could be justified, and it is the practice now of the
Committee to obtain full information as to these items. Attached to the printed

report of the proceedings of the Committee will be the list with the explana-
tions.

4. The practice of amending statutes through one dollar items can lead
to the same practice on other items involving substantial expenditures, thereby
bringing about changes that are also legislative in character that should
properly be brought about by substantive statutes rather than by Appropria-
tion Acts. Of such a character in these Supplementary Estimates (B) is Vote 17b
of the Department of Agriculture, a grant of $100,000,000 for payments to be
made in the fiscal year 1970-71 for purposes of wheat acreage reduction, this
vote being the largest single item in the Supplementary Estimates and rep-
resenting nearly one-half of the total amount of the Estimates. Your Committee
is not critical of the purpose for which this sum is to be used, nor of the amount
of the vote, but it is strongly of the view that the importance of the subject
matter and the extent of the changes intended to be brought about in so
essential a part of the Canadian economy as is constituted by our wheat
producers, require the usual and proper method for Parliamentary action,
namely, a substantive Bill with all the appropriate clauses setting out the
intended purposes of the legislation and going through the required readings
and debates as prescribed by the Rules of the respective Houses of Parliament.
Furthermore, while the Vote is included in the Supplementary Estimates for

4:6



the fiscal year 1969-70, the Committee points out that the expenditures to the
producers will be incurred in the 1970-71 fiscal year, and subsequently, and
this again is a practice of doubtful propriety in the opinion of your Committee.

5. Your Committee is further of the opinion that it is desirable in the
re-printing of Statutes to show by marginal notations those instances where
Appropriation Acts have made in effect changes in existing Statutes, as for
example in the case of the Canada Wheat Board Act which is affected by
Vote 17b of the Department of Agriculture above mentioned.

Respectfully submitted.

T. D’ARCY LEONARD,
Chairman.
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THE STANDING SENATE COMMITTEE ON NATIONAL FINANCE
EVIDENCE

Ottawa, Thursday, March 19, 1970

The Standing Senate Committee on Nation-
al Finance, to which was referred the Supple-
Mmentary Estimates (B) laid before Parliament
for the fiscal year ending 31st March, 1970,
et this day at 9.30 a.m.

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

The Chairman: Honourable senators, we
Ve two stages this morning. Now we are
dealing with Supplementary Estimates (B) for
€ current fiscal year, which have been
eferred to us by the Senate. At 10.30 we
ave coming on the main Estimates Dr.
thur Smith, President of the Economic
Council of Canada. In case we are not
ough the supplementary Estimates by
030, we will have to consider when we
Should adjourn to for further consideration,
Ut it is possible that we may be able to
Nish. T may say that the steering committee,
Consisting of Senator Everett, Senator Grosart
1d myself, spent all yesterday afternoon
:"th the Treasury officials, so we have cov-
*ed a good deal of ground in dealing with
€se matters.

& There were a couple of things left over

w°m the last meeting. Senator Grosart

w;‘1’_1116(1 the standard list of expenditures,
97‘°h was not in the main Estimates for

Oth0-71. We received that for him. If any
ur"-‘l‘ senator wishes to have a copy, I am

€ we could get it.

Wis(%nator McDonald asked some questions

mth respect to the relationship of the Esti-

mites with respect to the GNP and the
butney supply and these will be forthcoming,

_the)’ are not available yet.

Dr.FlrSt of all, we should have a motion to
!t the proceedings. I would suggest we
av_e the proceedings on the supplementary

Clads ates printed along with the second pro-
ildmgs on the main Estimates, so that we

ave it all together in one volume. Is that
€eable?

Upon motion, it was resolved that a
Verbatim report be made of the proceed-

ings and to recommend that 800 copies in
English and 300 copies in French be
printed.

With those preliminary remarks we will
proceed. We have before us on the Supple-
mentary Estimates (B) Mr. J. Larry Fry,
Assistant Secretary, Program Branch, Treas-
ury Board and Mr. Bruce A. MacDonald,
Director General, Budget Co-Ordination, Pro-
gram Branch, Treasury Board. Unless there is
something else that any honourable senator
wishes to say, we will ask Mr. Fry to speak to
these supplementary Estimates.

Mr. J. Larry Fry, Assistant Secretary, Pro-
gram Branch, Treasury Board: Mr. Chairman
and honourable senators, I might make a
brief opening statement, to set the stage for
the supplementary Estimates. These final sup-
plementary Estimates for the fiscal year 1969-
70 contain $216 million in budgetary items
and $42 million in loans. The tabling of these
final supplementary Estimates bring total
budgetary estimates for 1969-70 to $12,140
million, about 11 percent higher than the total
Estimates for 1968-69.

The principal components of the $216 mil-
lion in budgetary items in the supplementary
Estimates are the $100 million for wheat
inventory reduction payments; the $48 million
to reimburse the Wheat Board for losses
incurred in the August 1968 to July 1969 crop
year; the $24 million which represent the
final payments under the hospital construc-
tion grants; and the $20 million for payments
to the provinces for capital assistance in the
provision of training facilities in connection
with the adult occupational training program.

The Blue Book of Estimates for 1970-71
when tabled in early February showed
expected final supplementary Estimates for
1969-70 in amount of $94 million. The large
difference between that and the $216 million
is made up of the wheat inventory reduction
program and the payments for hospital con-
struction grants.

These Estimates continue the practice
instituted in the fiscal year 1968-69 of seeking
to finance supplementary Estimates items

4:9
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through complete or partial offsets in other
votes in the same program or other programs
of the ministry where funds can be made
available through the exercise of restraint or
where changed circumstances permit lower
expenditures. These complete offsets are
treated as $1 items in order to bring them
before Parliament for authorization and there
are 14 instances of them on this occasion.

There are also 8 $1 items to cover items of
expenditure which require specific listing in
Estimates—notably grants and contributions
in the case of these supplementary Estimates.

There are eight $1 items which have a
somewhat legislative character in that they
extend the period of application of some
legislation or authorize the deletion of unpaid
claims of Her Majesty from the accounts of
Canada or effect some other necessary
housekeeping change.

That is all I want to say in a formal way.
We have provided a list of the $1 items
broken down into three categories. 1 think we
normally table this, Mr. Chairman, and it is
available here. ‘

The Chairman: We normally have it print-
ed as an appendix to our proceedings, and it
explains the circumstances of each $1 item,
and my suggestion would be that we have it
printed again as an appendix to the proceed-
ings of this meeting. Is that agreeable?

Hon. Senators: Agreed.

The Chairman: I think we are ready for
questions now.

Senator Laird: Mr. Chairman, in those $1
items I recall last year seeing one involving
CIDA. Is there another one this time?

Mr. Fry: For CIDA there is. But it is not
shown separately as a $1 item. There is
money being voted for CIDA in these Esti-
mates for Nigerian relief.

Senator Laird: The question that I asked
last year, and I understand the same situation
prevails this year, is why isn’t all the money
allotted used up by CIDA?

Mr. Fry: In the case of CIDA they do spend
most of the funds that have been voted,
except for that which goes into the fund which
was established by an appropriation act some
years ago. That is, in relation to the grant
that they make, the money does show as a
charge against the particular fiscal year as
paid out of the accounts into this fund and
there is, as I understand it, a considerable
amount of money in that fund.
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Senator Laird: Yes, there always seems to
be.

Mr. Fry: There has been for several years.
The balances, I think, are reported in Public
Accounts each year, however.

Senator Laird: Have you any explanation,
though? Perhaps it is unfair to ask you, but
have you any explanation why they don’t
spend up to the limit?

Mr. Fry: I think really that, if you want to
get something on that, you should talk to Mr.
Strong. They have, of course, since he has
taken over, been reorganizing the branch in
order to try to provide for better administra-
tion. I believe he has that pretty well com-
pleted now and should be in a better position
to deal with the situation. But I would not
like to venture a statement on why.

Senator Grosart: Mr. Chairman, the state-
ment by Mr. Fry appears on the surface to be
contrary to some other evidence we have had
to the effect that the unexpended CIDA funds
remained in the Consolidated Revenue Fund
and where not drawn out. It is a considerable
sum. It is about $100 million out of a $300
million vote. So it is not a small matter.

Mr. Fry: It is a separate account in the
Consolidated Revenue Fund, that is right. If
shows as a budgetary charge into that
account because it is voted in the Estimates:
There is a certain amount voted in the Esti
mates each year and it is paid out of that
appropriation and put into the account in the
Consolidated Revenue Fund.

Senator Grosart: In other words, it does not
lapse.

Mr. Fry: That is right.

Senator Grosart: It is retained there. The
reason why this is important, Mr. Chairma®
is that in OECD comparisons of external ai
we are not credited with money which W¢
have not spent, naturally.

The Chairman: Suppose a grant of $50 mil*
lion, for example, were required. It still ha®
to go through these Estimates, does it? or
perhaps it doesn’t. Has the $100 millio?
already been appropriated?

Mr. Fry: There is, senator, an amollf.lt
appropriated each year which goes into th¥
account which simply builds the account UP'

and then the money is spent from *
account.
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The Chairman: The money, when spent
from the account, does not then go through. Is
that correct?

Mr. Fry: It goes through the Estimates !:o
be paid to the account. Then, when it is paid
out of the account, it does not.

Senator Everett: But it is not itemized in
the Estimates.

Mr. Fry: That is right.

Senator Beaubien: If the Government
Wanted to spend $50 million from that
account, for example, it would not have to be
ltemized in the Estimates.

Mr. Fry: So long as there was money in the
account, no.

The Chairman: So far as your department,

€ Treasury Board and the committee are
Concerned, it has already been put in the
hands of CIDA to spend and why it is not
SPent is CIDA’s business. It is CIDA to whom
We should direct our questions.

Senator Grosart: We have had those

Wers in detail in other committees from

. Strong and others, Mr. Chairman.

Mr. Fry, how many similar accounts are
there in the Consolidated Revenue accounts to
O essentially the same thing? That is, to
Tovide a mechanism for retaining non-lapsed
Tungge

Mz, Fry: I don’t think I can give you a

Qumpey off-hand, senator.

Senator Grosart: Are there many of them?

4 Ml‘-‘ Fry: There are several. There are vari-
ttl:isnkmds of these for various reasons. I don’t

you would say there are many of them.

TMI'- Bruce MacDonald, Director General,
wre“ury Board: I doubt that any of them
aould have dimensions even . nearly
PProaching those of the CIDA account.

. Senator Grosart: Owing to the fact that this
fontrary to the principle of the Financial

V(;itmlnistraticm Act, the principle that all

th, €d funds automatically lapse shortly after
€ end of the calendar year, could you give

ove Y idea of the magnitude of the carry-
€ of non-lapsed funds from year to year?

Mr. Fry: In these kinds of accounts?
Senator Grosart: Yes.

inflg" Fry: Could we provide you with that
TMation later, senator?
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Senator Grosarit: I would suggest, Mr.
Chairman, that it would be useful informa-
tion to have. I presume that these—call them
non-lapsed ‘accounts in the Consolidated

Revenue Fund—are disclosed in the Public
Accounts?

Mr. Fry: Yes. There are really two kinds
here. You may have noticed that we have
votes that provide for non-lapsing; that is,
they say the funds will be available for
expenditure in the current year and following
fiscal years. In those kinds of votes the expen-
diture that takes place in the next fiscal year
gets charged to that fiscal year. In the case of
the accounts where there is an account of the
type in CIDA the charge shows in the year in
which the money was voted and it goes into
the account. So there are the two kinds.
Would you like information on both types or
just on the one?

Senator Grosari: I would suggest it would
be useful to have both, Mr. Chairman. I have
never seen a statement of this other than
scattered through Public Accounts.

Mr. Fry: We can provide that.

The Chairman: Thank you very much. We
will get that, then.

Senator Phillips (Prince): Mr. Chairman,
the item on the Treasury Board showing the
191 claims for $4,542,000 being deleted is
rather intriguing. Could we have some expla-
nation on that?

Mr. Fry: Mr. Chairman, these are accounts
being written off from the national revenue
taxation and national revenue customs and
excise. This is an item which is found in the
Estimates, the final supplementary Estimates,
every year. I can give a summary of the types
of write-offs that are included here. Under
Customs and Excise there are 31 claims for
bankruptcy amounting to about $489,000.
There are 31 claims for out-of-business, no
assets, amounting to about $348,000. There are
four related to people having left the country,
amounting to $40,000.

In respect of national revenue taxation and
the number of claims there, there are 25
related to deceased, no estate. This is $529,-
000. I am giving these in round figures.
Untraceable, four claims amounting to $114,-
000. Indigent, 11 claims for $151,000. Left the
country, 14 claims for $410,000. Out-of-busi-
ness, no assets, 53 claims for $1,852,000. Bank-
ruptey related to corporations, 18 amounting
to $608,000.
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That in summary is what is covered by this
item.

Senator Phillips (Prince): I am not sure I
put down correctly the figures you have
given. You gave 53 firms as being out of
business and yet you had a claim of $1,852,-
000 against those firms. Is that correct?

Mr. Fry: That is what was being written off
in relation to those 53 claims.

Senator Phillips (Prince): And how many
years arrears in taxation has there been since
the firms went out of business?

Mr. Fry: This varies, Mr. Chairman. The
Department tries to collect as long as there
were still assets available. The claim may be
related to the taxation year of several years
ago and the claim remains until such time as
there are no longer any assets available from
which they can recover. That is to say until
the trustee or whoever is looking after the
bankruptcy or the estate has been relieved of
responsibility because there are no assets left.

Senator Phillips (Prince): But my question
was related to the fact that you had 53 claims
all in the vicinity of $2 million and the firms
are now out of business with no assets. Yet,
they must have had assets at one time for you
to have assessed these claims for $2 million.
How many years in arrear was this $2 million
before the firms went out of business?

Mr. Fry: I haven’t got details of that, sena-
tor, at the moment. I only have a few in the
book. We do not have the complete details.

The Chairman: Might I make a suggestion
here? In the past you have tabled with the
chairman a list covering all the individual
items of $5,000 which are involved in this
write off. Could you table such a list with
me?

Mr. Fry: We have a list of that sort.

The Chairman: Is it agreeable to have this
list tabled and available to members of the
committee.

Senator Phillips (Prince): That would be
satisfactory but I am still concerned with the
fact that in some cases of a $50 claim the
department is on the ordinary taxpayer’s
doorstep every ten days, but if there is a
claim in the hundreds of thousands, the tax-
payer is left alone. I am wondering as to the
effectiveness and the fairness of the collection
methods used by the department.

Standing Senate Committee

Senator Evereti: I wonder if it would help
the committee if that list which has been
tabled had two or three cases picked out from
it and ask the officials to get the explanation
from the department on these cases.

The Chairman: We are taking a look at this
and if there are some cases you would like
particularly to be followed up, we could do
SO.

Senator Phillips (Rigaud): Mr. Chairman, I
have always been puzzled about these nation-
al revenue items and the items that are writ-
ten off, particularly in relation to the Income
Tax Act where assessments are issued against
taxpayers. Such assessments, I assume, are
not included in the accounts receivable of
Government and I am wondering why we
would have a situation where there are
claims against taxpayers that are written off.
I would assume in respect of national revenue
income we are working on a cash basis or 2
cash flow, and surely there is a great deal of
money outstanding in respecct of assessments
directed against taxpayers which have not
been collected and which may be the subject
of litigation. Am I right in saying that when
an assessment is obtained against a taxpayer,
such an assessment is not reflected in terms
of accounts receivable against the Govern-
ment? If this is not the case, where do we get
claims that are written off as distinct from
ordinary assessments directed against the
taxpayer?

Senator Laird: Would it be possible that
once it is in the hands of the collection divi-
sion of the Department of National Revenu€
that it would then apply as a receivable? IS
that possible?

Mr. Fry: I don’t think they show as receiva-
bles at all.

Senator Everett: Isn’t the explanation that
it would be a $1 item?

Mr. Fry: I understand that all claims that
are not collectible are written off, and 2
number are written off under section 23 of
the Financial Administration Act whicl
allows you to write off sums of $5,000 without
going to Parliament, and a lot of the smalle*
ones are handled in that way.

Senator Everett: But the department op€’”
ates on a cash basis, therefore there is noth”
ing to write off. But in the Estimates ther®
is nothing written off. They are simply show?
as $1 items.
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Mr. Fry: They are claims under the act and
this simply drops the claim.

Senator Phillips (Rigaud): I am afraid I
Mmay have a blind spot on this.

The Chairman: Your point is well taken,
Senator. It is a question of the method used
and what is normally regarded as a receiva-
ble seems to be simply a memorandum
account as far as an asset under Government
finances is concerned. This is a situation
Where the Department of National Revenue
or Mr. Henderson who is the Auditor General
Could possibly enlighten us. Mr. Henderson
Will be appearing before us in due course and
We might warn him ahead of time that we
Would like this situation cleared up.

Senator Phillips (Rigaud): I deal with this
Point because last year I raised the same
Question as to how we could write off an item
Which in fact does not constitute an asset of
the Crown before it is written off.

The Chairman: I think it is really brought
fore us so that we can take a look at what
€y are writing off.

Senator Phillips (Rigaud): Well, Mr. Chair-
Man, I will just record my puzzlement again.

Senator Everett: They are not writing any-
thlng off here.

Mr. Fry: Not from the accounts.

; §enétor Pearson: What type of bankruptcy
IS involved as a rule? Is there any general
type of bankruptey involved?

Mr. Fry: I would think there would be
Many different types of bankruptcy where
€re was a claim.

The Chairman: Yesterday afternoon we
Oked over some of these and in some cases
€ Government got every single asset there
W3§ in the bankruptcy and still there was a
Im to be written off.

§enator Grosari: Mr. Chairman, on that
tr.nt perhaps you might suggest in our report
«at in similar Estimates in future the phrase
tten off” not be used. They are not writ-

ten off in the formal accounting sense of the
Worgq,

lo

The Chairman: We probably have to follow
€ wording of the statute.

" Mr., Fry: The statute refers to deletion from
€ accounts. Maybe we should use those
Worgs,

th
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The Chairman: I think that is an excellent
suggestion.

Senator Grosart: You cannot write them off
if they were never written on.

Mr. Fry: That is how it reads in the act “to

authorize the Treasury Board to delete from
the accounts...”

Senator Grosari: But then, if you read the
fine print at the bottom.

Mr. Fry: The actual authority says “delete”
but we probably should change the fine print.

Senator Grosari: Senator Phillips (Rigaud)
may have won his battle.

The Chairman: Any other general ques-
tions?

I think we should have a look at Vote 17b
on page 2 for the Department of Agriculture
amounting to $100 million. Before we come to
that, I would like to say something which we
have said before and which I would like to
reiterate and that is that we do not agree
with the practice of having statutory changes
or changes made within statutes by $1
items—“that notwithstanding such and such a
statute, this is to be done”. The $1 is simply a
memorandum, and the effective thing is the
change in the statute. There may be some
urgent cases. There may be some cases of no
great importance where the method is not too
objectionable, but I think, in general princi-
ple, we should reiterate our stand against
statutory changes being made through the
medium of appropriation acts.

Senator Grosart: Mr. Chairman, could we
go a step further and recommend that where
this is done there should be notification by
the Treasury Board to the departments con-
cerned that such legislative action taken by
appropriation bills be included in the Office
Consolidation of the statutes by those
departments?

The Chairman: I will put that to the Treas-
ury Board officials.

Senator Grosart: I have raised the point
before, because otherwise a lawyer has no
way of knowing an act has been, in effect,
amended by an appropriation bill.

If you look at some of the authorities
requested here, in at least one instance it goes
back to an Appropriation Act of 1952, and in
another case to an Appropriation Act of 1958.
How does anyone know these acts have been
amended, because we are usually told the
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reason is an emergency, it is something you
have to do in a hurry and, for various rea-
sons, a department is reluctant to wait until
the normal legislative process achieves its
end. But this does not hold when you are still
operating on the basis of a change made in an
Appropriation Act of 1952.

This is on page 21, in this case under
Loans, Investments and Advances, the
Department of Industry, Trade and Com-
merce, Vote LI97b, “To increase to $1,950,000
the amount that may be charged at any time
to the special account established by Vote 657,
Appropriation Act No. 2, 1952 for advances to
posts and to employees abroad:...”

Mr. Fry: Would you like to comment on
that, Mr. MacDonald?

Mr. MacDonald: I think that the same
matter came up in the Miscellaneous Esti-
mates Committee, about the difficulties law-
yers have involving amendments to legisla-
tion effected through Appropriation Acts. If
the committee recommends this, it would be
looked at as a matter of Government policy.

There are some things that are done first in
an Appropriation Act, such as a pension fund
or some executive action, and then amended
later in an Appropriation Act.

Senator Grosari: This is not executive
action; this is legislative or parliamentary
action.

Mr. MacDonald: Yes.

Senator Grosart: That is why it has to go in
in an appropriation bill, to give it statutory
authority.

The Chairman: Supposing we enunciate the
principle, at any rate, that where these
changes are made it is desirable that in the
printing of the statutes any changes so made
should be noted in the marginal notes, is
there any objection to that? Is there any fur-
ther feeling ubout it?

Senator Laird: That makes sense.
The Chairman: Is that agreeable?
Hon. Senators: Agreed.

The Chairman: Is
question?

Item No. 1 is, as you see, an example of a
very substantial change in the law whereby
$100 million are being voted for a new policy
or plan for dealing with the wheat marketing
situation whereby wheat acreage reduction
payments are to be made.

there any further

Standing Senate Commitiee

While it is not for me to do more than
bring this to your attention for your further
consideration and decision, it does seem to me
this is in line with and follows on from what
we have been saying with repect to the $1
items. It is, in effect, a substantive statutory
amendment involving a matter of considera-
ble importance and the whole authority for
the $100 million, while it is perfectly all right
to have it in an appropriation bill, of course,
nevertheless the amount is substantial, and
the purposes for which it is to be expended
are contained in this item in one paragraph
on page 2. j

I think we can hardly say what we have
said with respect to the dollar items without
at any rate considering and deciding what we
should say with respect to the $100 million
item which, on the surface, certainly to me,
very definitely seems to violate the same
principle.

I might say that the Treasury Board offi-
cials have called to our attention that this
item is to be amended by an amended Sup-
plementary Estimates (B), and assuming the
appropriation bill passes all these estimates,
the appropriation bill will contain an amend-
ed Vote 17b. Those amendments, as given t0
us and as the Treasury Board officials may
explain, do change somewhat the way in
which the Wheat Board is going to deal with
the producers. They do not affect the point
that I am bringing to your attention on this
whole plan, that whether it is done by the
wording that is here or the amended wording;
it is in effect a substantive change of law
brought about in this manner.

Senator Argue: If I might make a comment,
Mr. Chairman, I would certainly like to agre€
with the remarks of the Chairman. This is 2
huge item to be handled in this way. I think
it is an extraordinary kind of procedure. It
may be that when the payments are in fa
made up there have to be certain rules an
regulations, in very detailed form, which affect
the rights of thousands of people; and if this
kind of practice should continue there would
not be any real need for legislation at all
when all they needed to do was to put a?
item in the Estimates to bring about this kind
of widespread undertaking.

There is another thing that bothers me with
regard to this, and it is associated with cer”
tain new rules that must be followed by the
Canadian Wheat Board. I made the submis”
sion that it is beyond the scope of the Wheat
Board Act to make these kinds of differe?
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Tules. In other words, it is illegal for the

eat Board to make those rules, and those
Tules are necessary if this kind of undertak-
Ing is to be followed through.

From the producers’ standpoint, because we
he?.r this raised so often, I want to make the
Doint that the wheat producer never asked
for this package. This is something that has
been given to them without their request.
They may have asked for certain things. They
Never asked for the package. I think there is
& widespread opposition to the package which

as been given to them. In other words, a
Small interest payment tied to certain other

gs and conditions. I think it was for that
articular reason that the chairman raised it
and for the additional reason, if it is an addi-
tl0{1":11 one, that it is tied to certain other
actions in other acts. If Parliament should get
o the habit of doing this kind of thing,
€re js not much need for legislation. The
Whole authority of Parliament must be based
%0 a bill, a debate, and the final decision of
arliament on various clauses in the kind of
this enacted that should be substituted for

d The Chairman: Is there any further discus-
On? Senator McDonald from Saskatchewan,

Would you like to say anything?

Senator McDonald: In fact, the $100 million
e°u1d never be spent in the first place. In the
u°t°nd place, you cannot spend a nickel with-
o, changing the law. The law of the land has
culty that the farmer can sell his grain on
o Vated acres. Now the law will say, if this
unfs through, that you cannot sell grain
i eSS you do not produce it. The whole thing
ackwards. I can see it happen, but I
Teve 01{ See a reason for Parliament completely
the fslng w_hat has'been taken as the law of
lia and, with the issue only coming to Par-

Ment through the Estimates.

The Chairman: I imagine our witnesses

avg Say what they like, but what we really

of }?een discussing is probably a question
Policy that goes beyond them.

i iena:o, Phillips (Prince): I wonder if I

arigrpl‘etgd Senator McDonald’s remark

Cany, t. Did I understand you to say that you
Ot sell unless you do not produce?

qui:nator McDonald: That is right. Your

duct? In the future will be based on non-pro-
On rather than on production.

s ;
®Nator Argue: Black land in the future.
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Senator McDonald: If you grow wheat in
this year you have no quota. The only way to
get a quota to sell wheat next year is not
grow it. To give an example, if you have a
1,000 acre farm and you have 500 acres under
wheat last year and 500 acres summer crop,
and if you repeat that this year, the land that
was under wheat last year, the summer crop,
you would have to keep to 25 per cent of 500
acres. But if you do not sow anything, you
will have a quota of 500 acres, plus 25 per
cent of the other 500. So if you produce
wheat you have no quota to sell it in. If you
do not produce wheat you have got a quota.

Senator Flynn: It is easy to understand, you
would think that those who designed this
policy should have dealt with the White
Paper on taxation.

Senator McDonald: I am sure it was not
designed. ..

Senator Argue: They got it and the White
Paper probably mixed up.

The Chairman: Are there any other ques-
tions with regard to this $100 million item,
17b. 5

The discussion has gone a little beyond the
jurisdiction of this particular committee, yet
it is very relevant to the statutory point that
we are raising, because if this were a sub-
stantive statute, these points would be the
subject of a regular debate according to the
rules of parliament and procedure.

I would mention also that while this money
itself is not going to be spent until the fiscal
year of 1970-71, it is being voted and put in
the Estimates of 1969-70 and will be appro-
priated in so far as Government accounts are
concerned before March 31, 1970, before two
weeks are up. So, in a sense, it is $100 million
being shown as being spent out of the current
fiscal year’s accounts, when it actually will be
spent in the year of 1970-71.

Senator McDonald: I would question why
we put it in the supplementary Estimates
1969-70, if it is expenditure for 1970-71?

Senator Argue: There is a surplus this year.

Senator Flyhn: I would like to hear an
answer to that question.

The Chairman: I think we will have to put
that to the Government official.

Mr. Fry: All of these questions which have
been raised are matters of policy.
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The Chairman: We cannot ask officials on
policy.

Senator Flynn: Do you suggest that the
minister can decide to charge the expendi-
tures of one year that relate to money that is
going to be spent in the next fiscal year.

Mr. Fry: He has to go to Parliament to get
it authorized, of course.

Senator Flynn: If he does, that is the way it
is going to work.

The Chairman: Yes.

Senator Flynn: He may go for it, without
knowing it.

Senator Grosart: I think there has been a
statement made, I think by the minister, link-
ing this directly to the fact that there was a
surplus. It recently has been stated in the
press that one of the reasons why the Gov-
ernment felt it could spend this money to
meet this problem in the West was that it had
this substantial surplus this year. Personally,
I do not see anything too much to quarrel
about with this. You have money, you set it
aside for the contingency that we know is
going to arise next year, we charge it to this
year. It may be that the Government is going
to save corporate income tax by this method.

Senator Flynn: I have seen that, too, but
this is a distortion of the situation, because
after all if we should have a surplus of $450
million this year and you say we are going to
reduce this surplus of this year because we
are going to spend $100 million next year,
this is a distortion of the finances.

The Chairman: Will you agree that we
point this out by a special clause in our
report?

Hon. Senators: Agreed.

The Chairman: Have the officials anything
to say other than what Mr. Fry has already
said, that this discussion is a matter of Gov-
ernment policy?

Mr. Fry: I do not think so, Mr. Chairman.

Senator Grosari: Could I make one com-
ment. This particular item we are concerned
with seems to be a case of a small bad habit
growing into a big bad habit. That happens to
all of us. I have myself in this committee
predicted that this very sort of thing would
happen if we did not suggest some restraint
on the part of Government in legislating by
appropriation bills. It is not the only example.
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Even in these supplementary Estimates there
is another one on page 15, Vote 8b, under
Transport, where we are asked to authorize
the transfer of the assets of the administra-
tion of the pension fund of the Montreal
Pilotage District Establishment to whomever
the Governor in Council may approve. I am
not saying that it should not be done. I under-
stand the pilots themselves asked for this.

Mr. Fry: They requested it, yes.

Senator Grosart: Still, the Government is
here legislating again in a matter that could
be of concern to some persons who do not
want that fund transferred. This should nor-
mally come before Parliament and be debat-
ed. That is why bills, have three readings and
are examined in committee, so that there will
be an awareness amongst the public in order
that anyone who may be concerned may
make his protest. It is done this way.

The Chairman: This is one of the $1 items$
we are including in our special clause dealing
with them. I propose that we do that in the
report. Then we go on leading into this $100
million item.

Senator Grosart: It is this bad habit of $!
items that leads to the attitude that if we ca?
get away with it in small items we can get
away with it in the larger items which were
introduced into the Miscellaneous Estimates
Committee of the house by the department’
concerned.

Mr. Fry: Mr. Chairman, I should like 0
provide to the committee now the amende
wording for these particular items.

The Chairman: Yes, we should have it
tabled. Honourable senators, I call your atter”
tion to the fact that in this paper submitted ¥
me by the officials there is also a change
the wording of Vote 36b of Industry, Trad¢
and Commerce, found on page 8 of the Sup
plementary Estimates (B).

Mr. Fry: The change, Mr. Chairman, is that
it adds at the end: “in accordance with st
regulations as may be made by the Govern?
in Council.”

In looking at this after it had been tabled
the Department of Justice advised that i
their opinion a regulation authority would ”
required. Therefor, it has been added to s
wording—or will be if an amendment
tabled.

Senator would be

required?

McDonald: What
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Mr. Fry: A regulation authority by the
overnor in Council.

The Chairman: This is the vote in connec-
tion with the Durum wheat payment.

Senator McDonald: Would it not hold true
for the $100 million?

Mzx. Fry: There is already a regulation
Authority in respect of that.

The Chairman: We have noted that, and it
falls in within our general view.

Senator Everett: I have just two points Mr.
Chairman, which I don’t think will affect the
Teport. One has to do with Vote L38b on page
19 at the bottom. I should like the committee

have the balance sheet of the Fishing
Yessel Insurance Plan. The reason I want that
IS that here is a $1 item which indicates that
€re is an insurance plan being run which is
Self-sustaining to insure fishing vessels, and,
Presumably because it is self-sustaining, it
as funds which it may be investing in the
~Onsolidated Revenue Fund or in outside
Mvestments. I think it would be something
at perhaps this committee at its leisure
Should 1ook at.

. The Chairman: What you specifically want
;s the balance sheet as at the last annual
€port, I presume.

Senator Everett: I might as well include the
Profit and loss statement, too.

ers%ator Grosart: Would it not be the Fish-
Men’s Indemnity Plan?

Senator Everett: Indeed, that is correct.
Mr. Fry: That is what it is called now.

The Chairman: Tell me, Mr. Fry, is that
meth}ng that you can produce to us or is it
Mething you cannot?

So

CM_“- Fry: Yes, we can follow that up, Mr.
halrman.

The Chairman: That is agreeable, then.
Than

you.

Senator Everett: I would also like to point
Ls; S0 that it is on record that under Vote
b at the top of page 20 the Government is
e_ﬁect creating a new Crown corporation,
beit a very small Crown corporation. What
ah:y are doing is buying all the common
TeS of the Canadian Arctic Producers

ted and then funding that corporation
212573
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with $400,000 by way of 7 per cent non-
cumulative redeemable preferred shares. I
just want to point out, because I think it is in
context with what we have been discussing
on legislative action, that here is a case by
virtue of a loan estimate and advance in
which the Government is really creating a
small Crown corporation.

Senator Beaubien: Who would be the

owners of the Canadian Arctic Producers
Limited now?

The Chairman: I think the witness would
have the answer to that.

Mr. Fry: It is presently a privately-owned
organization.

The Chairman: That organization exists to
sell the products of the Eskimos and Indians
and is produced by a co-operative movement.

Mr. Fry: Yes. It is a private company and it
has not been successful in obtaining private
financing mainly because of lack of
capitalization.

Senator Everett: By virtue of that the Gov-
ernment has bought all the outstanding
common shares.

Mr. Fry: The hope is that it might eventu-
ally be taken over by the natives themselves.

Senator Everett: Indeed. I just wanted that
on the record.

Senator Beaubien: Mr. Fry, who are the
shareholders then?

Mr. Fry: The shareholders, when it is sold,
will be the Government.

Senator Beaubien: But who are the sellers
then?

Mr. Fry: I do not know who the actual
shareholders are at the moment. I can get
that information for you.

Senator Everett: Is it not a co-operative
movement?

Senator Beaubien: I am interested in know-
ing who owns the shares.

Mr. Fry: Whether the shares are in the
names of individuals, I am not sure.

The Chairman: The Treasury Board offi-
cials will get that information for us.

Senator Flynn: Is it a chartered organiza-~
tion?



4:18
The Chairman: It is a commercial
organization.

Senator Pearson: Is this company showing a
profit or a loss?

Senator Beaubien: We should have the bal-
ance sheet.

Senator Pearson: If it is a dead horse, what
is the use of buying it?

Senator Evereti: Because it is a dead horse.
Live horses are not for sale.

The Chairman: We will have to have fur-
ther information on this and we can report it
at the next meeting of the committee.

Senator Phillips (Rigaud): Mr. Fry, can you
indicate to us whether, when the Governor in
Council will prescribe a regulation, such
regulation will be guided by reference to a
particular statute now in existence or will it
depend purely on the views of the Governor
in Council?

Mr. Fry: I think the Governor in Council
will have freedom to make regulations as he
sees fit.

Senator Phillips (Rigaud): In other words,
freedom to make regulations without refer-
ence to any existing statute.

Senator Grosari: Except this one.

Senator Phillips (Rigaud): The reason I
want that on record is that we are dealing
with the whole subject matter of statutory
instruments in both houses of Parliament and
this is an interesting example of a procedure
which is inviting some criticism.

Senator Argue: Just reverting to Vote 36b
on page 8, I understand that $48 million is to
pay the wheat owners for losses which
occurred because, in forecasting the market
situation, the Wheat Board had an initial pay-
ment which as a result of this operation
proved to be too high. Of course there was a
surplus in the Durum account, and my ques-
tion is what part of the $48 million has to do
with payments that will be made under the
Durum account.

Mr. Fry: The payment to the Durum wheat
producers will come from the surplus in the
Durum wheat account. I do not know if we
have the actual figures for the Durum wheat
producers or not—I now find that they had a
surplus of approximately $7 million.
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Senator Argue: Is there any indication how
many bushels of Durum wheat that covers? Is
it 25 million at 25 cents a bushel?

Mr. Fry: I am sorry, I do not have the
bushel figures.

The Chairman: Any other questions?

Senator Phillips (Prince): If I may go back
a moment to what we were discussing earliels
I have a couple of cases the names of which I
do wish at this stage to bring before the
public, but I would like to have clarificatio?
of the future follow-up on these cases. Am
to receive an explanation from the Treasury
Board in writing?

The Chairman: If there are any special
cases, if you will give the names to me, W€
can get the information for you.

Mr. Fry: That is agreeable to us. If wé
might just go back for a moment to 51b. 1
have an indication here that there are onlyf
five shares held by the owners and the
owners are apparently the Co-operati‘{e
Union of Canada. I can check further to see
there are any other shareholders.

The Chairman: Does anybody know who
the Co-operative Union of Canada is?

Senator Grosart: And the five shares aré
being sold for $1,000.

Mr. Fry: The shares are being sold fof
$1,000. We will follow up with further info”
mation on that.

Senator Evereti: Maybe they could also file
a balance sheet or a financial statement %
Arctic Exploration.

Mr. Fry: If this is possible, we will.

The Chairman: Now the drafting of g
report may take some time. I don’t kno¥
whether you want to come back for anoth
meeting on the report itself, but I would suﬁ;
gest that if you leave it in the hands 2
Senator Grosart, Senator Everett and myse}f’
this might be a convenient way of doing %
We could agree on the drafting of the repor"
Is that agreeable, honourable senators?

Hon. Senators: Agreed.

Senator Grosart: Mr. Chairman, if I m"‘y
have a word on that because I did not reﬂlﬂz
we were coming to it at this stage. I woO
like to make the comment that I notice
the increase in Government expenditures g
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Year is 11 per cent higher than the previous
Year. However, the latest figure I have on the
tise in the Gross National Product is 9.3 per
Cent. Perhaps we could call attention to the
fact that the Government has not heeded the
Tecommendation of this committee that in
tuture years the increase in public expendi-

es should not exceeed the increase in

Toss National Product.

The Chairman: I think your point is well
en. At the moment I cannot remember
Whether we were talking about the Estimates
Or about expenditures at that time. And obvi-
°uS.1y there is some difference between the
timates and the expenditures.

Senator Grosart: I think the sense of our
'ecommendation dealt with expenditures.

The Chairman: Subject to checking that, I

€ it there is no objection to our calling the
attention of the Government to our previous
Tecommendation.

Senator Flynn: Mr. Chairman, I wonder if
€ have any assurance that these are the last
Supplementary Estimates for this fiscal year.

Mr, Fry: As far as we are aware, with the
SXception of the possible tabling of the
?SfHMents introduced initially at the Mis-

aneous Estimates Committee of the house,
€ know of no others.

Senator Grosart: That does not change the
Mounts,

J The Chairman: I take it that your report is
Pbroved subject to drafting by this subcom-
Ry . Thank you very much.

M hank you very much Mr. Fry and Mr.
acDonalqg,

APPENDIX "A"

§XPLANAT10N OF ONE DOLLAR ITEMS
UPPLEMENTARY ESTIMATES (B), 1969-70
SUMMARY

The one dollar items in these Estimates
ave been grouped in the attached
@® according to purpose.
One gollar items authorizing transfers
om one vote to another within a minis-
try (13 items to meet various increased
Costs and one to meet salary costs).
One dollar items which require listing in
Estimates (i.e. grants—8 items).
One dollar items which are legislative

N nature (8 items).
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PART I

One dollar items authorizing transfers from
one vote to another within a ministry (14
items).

AGRICULTURE

Vote 20b—Amount of transfer to this vote
$85,999.

Purpose—To provide for increased expendi-
tures on travel.

Source of funds—Vote 10 ($85,999)—delays
in the construction of the office laborato-
ry complex at Laval, Quebec have result-
ed in funds being available for transfer.

Vote 30b—Amount of transfer to this vote
$465,399.

Purpose—To provide for increased expendi-
tures for travel ($143,000) and the addi-
tional cost of the vehicle decontamination
station at Port aux Basques, Newfound-
land.

Source of funds—Vote 25 ($322,399)—hog

premium payments have been reduced
from $3.00 to $1.50.
—Vote 35 ($143,0000—the lates forecast of
the amount of the federal contribution to
the Quebec Experimental Crop Insurance
Program for the period April 1, 1969 to
March 31, 1970 is less than originally
estimated.

ENERGY, MINES AND RESOURCES

Vote 20b—Amount of transfer to this vote
$149,999.

Purpose—To provide for the construction of
a core storage and administration build-
ing at Dartmouth, N.S. required for the
offshore oil and gas drilling operations.

Source of funds—Vote 40 ($149,999)—cer-
tain regional water resources planning
investigations have been deferred pend-
ing the negotiation of federal-provincial
agreements.

FISHERIES AND FORESTRY

Vote 25b—Amount of transfer to this vote
$124,999.

Purpose—To permit the purchase of mobile
laboratory units to be used at the Fisher-
ies research site in West Vancouver by
their staff while engaged in anti-water
pollution research.

Source of funds—Vote 10 ($124,999)—the
payment to the Province of New Bruns-
wick for the Mactaquac Fish Hatchery
will be less than anticipated.
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NATIONAL DEFENCE

Vote 30b—Amount of transfer to this vote
$310,999.

Purpose—The Department is now renting
certain computing equipment which is
being used in defence research activities.
It is proposed to purchase this equipment
since it has now been found to be more
economical to do so than to continue
renting.

Source of funds—Vote 25 ($310,999)—sav-
ings in various activities including rental
for computer equipment (The equipment
to be purchased under Vote 30b is now
being rented under this vote).

NATIONAL HEALTH AND WELFARE

Vote 1b—Amount of transfer to this vote
$649,999.

Purpose—To provide for the expenses of
the Commission of Enquiry into non-
medical use of drugs, which was mnot
provided for in the Estimates ($500,000);
the purchase of a small terminal comput-
er and other expenses.

Source of funds—Vote 41 ($649,999)—Fami-
ly Assistance Payments are less than
anticipated due to fewer immigrants
entering Canada.

Vote 6b—Amount of transfer to this vote
$82,999.

Purpose—To provide for the purchase of
additional laboratory equipment and the
replacement of machinery used in the
manufacture of orthopaedic boots and
shoes.

Source of funds—Vote 10 ($82,999)—reduc-
tion in the number of approved claims
from the Provinces for General Health
Grants.

Vote 25b—Amount of transfer to this vote
$229,999.

Purpose—It is planned to accelerate the
program for the improvement of Indian
health services through the purchase of
new mobile nursing stations for use in
Ontario and Northera regions, mobile
accommodation units for staff for Ontario
and new medical equipment for mobile
units in the Prairie Region.

Source of funds—Vote 20 ($229,999)—Reve-
nue collections have been received more
quickly during the first year of vote net-
ting than was anticipated thus funds can
be reused without affecting the program.
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Vote 35b—Amount of transfer to this vote
$271,999.

Purpose—Additional equipment is to be
purchased to assist in the monitoring Qf
imported drugs, to carry out decontaml”
nation tests for mercury and other heavy
metal content in foods and to meet the
requirements for analytical services for
the R.C.M.P. in connection with narcotics
and controlled drugs.

Source of funds—Vote ($71,999)—Expendi-
tures for salaries are less than anticipat
due to difficulties encountered iP
recruitment.

—Vote 41 ($200,0000—Family Assistancé
Payments are less than anticipated due t0
fewer immigrants entering Canada.

SOLICITOR GENERAL

Vote 5b—Amount of transfer to this voté
$949,999.

Purpose—To cover the cost of salary
increases.

Source of funds—Vote 1 ($449,999)—Delay®
have been encountered in setting up co®
tracts for the carrying out of correction
research.

—Vote 10 ($500,000)—funds are availabl®
due to delays in completion of constru¢
tion contracts.

TRANSPORT

Vote 55b—To authorize the transfer of
$699,999.

Explanation—Due to certain unavoidab¥®
delays a portion of the 1968 subsidi€®
were not paid in the 1968-69 fiscal yea"

It is proposed to pay these subsidies ¥
1969-70.

Source of  funds—Vote 50 ($699,999)
forecast expenditure will be lower ﬂ}an
anticipated due to difficulty in recruitl ¢
staff and delays in the carrying out ©
contractual studies on transportation.

VETERANS AFFAIRS

Vote 30b—Amount of Transfer to this vof®
$1,739,999.

Explanation—To cover increased costs for
medical supplies and drugs, higher c0® )
for purchased hospital and dental 5¢*
vices and a larger than normal ca
over of accounts for 1968-69.

Source of funds—Vote 10 ($1,039,999)W/,

Expenditures on War Veterans’ All0
ances are less than estimated due
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decline in number of recipients and lower
than anticipated average costs.

—Vote 25 ($700,000)—Forecast expendi-
tures of pensions for World War II and
Defence  Forces—Peacetime  Services
recipients are less than estimated.

Vote 38b—To authorize the transfer of
$284,999.

Explanation—The forecast expenditures for
Treatment Allowances to veterans are
higher than anticipated.

Source of funds—Vote 20 ($284,999)—The
projected expenditures for the purchase
of professional and special services are
less than anticipated.

Vote 40b—Amount of transfer to this vote
$174,999.

Explanation—Additional funds will be
required to not only cover increased
travel expenditures but also a 50 per cent
Increase in the schedule of fees charged
by legal agents for acquiring land titles.

Source of funds—Vote 10 ($159,999)—as
detailed above.

—Vote 45 ($15,000)—the number of grants
Will be less than anticipated.

PART II

One goijar items which require listing in
Estimates (I.LE. Grants—8 items)

AGRICULTURE

Ote 35b—To authorize contributions as
detailed in the Supplementary Estimates,
In the amount of $142,600.

ExIltlanation—These
Tequired to:
(@) provide for the payment of compensa-
tion to horticultural crop growers of Van-
Couver Island for losses incurred by them
B%othe control of Golden Nematode—$48,-

contributions are

(®) cover the cost of the federal share of
One-half the amounts paid to the Prov-
Ince of Ontario for Barberry Eradication
during 1968-69. This sum was originally
budgeted for in that fiscal year but the
Monies lapsed when the claim was not
Teceived in time for payment—=$7,900.

©) meet the federal share of preagree-
Ment costs incurred in the period October
1968 to April 1, 1969 while developing a
€deral—provincial crop insurance agree-
Ment with the Province of Nova
Scotia—$5,000.
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(d) provide for the payment of an amount
equal to the federal share of additional
costs identified in the final audit of the
Quebec Experimental Crop Insurance
Program—for the period July 6, 1967 to
March 31, 1969—$81,700.

Source of funds—Vote 35 ($142,599)—The
latest forecast of the amount of the feder-
al contribution to the Quebec Experi-
mental Crop Insurance Program for the
period April 1, 1969 to March 31, 1970 is
less than originally estimated.

ENERGY, MINES AND RESOURCES

Vote 25b—To authorize the transfer and
payment of a grant to the International
Conference on the Utilization of Tidal
Power of $3,000.

Explanation—The grant is to be used to
assist in meeting the costs of the Confer-
ence on the Utilization of Tidal Power
which is to be held in Halifax in May.
One of the major subjects to be discussed
at this Conference will be the unique
energy resource of the Bay of Fundy.

Source of funds—Vote 40 ($2,999)—certain
regional water resources planning inves-
tigations have been deferred pending the
negotiation of federal—provincial agree-
ments.

Vote 50b—To authorize additional grants in

aid of Resources Research in the amount
of $850,000.

Explanation—It is proposed to provide
grants to additional universities to aid in
the TUniversity Development Research
Program on resources.

Sources of funds—Vote 50 ($849,999)—con-
tributions to the provinces to assist in the
conservation and control of water
resources will be less than anticipated.

EXTERNAL AFFAIRS

Vote 15b—To authorize the payment of
grants in addition to those detailed in the
Estimates for a total of $35,700.

Explanation—To provide for the payment
of two grants. A grant of $10,700 is to be
made for the United National Organiza-
tion to assist in the establishment of a
trust fund to meet the costs of the 1970
World Youth Assembly. The other grant
of $25,000 is to cover the Canadian Gov-
ernment’s share of the cost of a National
Committee to be established in Canada to
conduct national programs to commemo-
rate the twenty-fifth anniversary of the
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Organization. This Committee will be so-
liciting funds for this purpose from all
levels of government and private
individuals and organizations.

Source of funds—Available within Vote 15
because the proposed grant to the Inter-
national Civil Aviation Organization will
not be required in 1969-70 as the planned
move of the Organization to new head-
quarters has been delayed.

NATIONAL HEALTH AND WELFARE

Vote 40b—To authorize the transfer of
$562,499 and the payment of additional
grants to those detailed in the Estimates
for a total of $562,500.

Explanation—A single grant of $500,000 is

to be made to the Canadian National
Institute for the Blind as the Government
of Canada’s contribution to assist in the
improvement of the Associations’ service
within the Provinces of Quebec and New-
foundland in order that they may provide
a level of services comparable to those of
other provinces.
A further grant to the Canadian Welfare
Council is to be paid to assist with the
completion of an extension to their head-
quarters building in Ottawa.

Source of funds—Vote 10 ($212,500)—
claims for the payment of Public Health
Research Grants from Provinces are less
than anticipated.

Vote 41—($349,999)—Family Assistance
Payments are less than anticipated due
to fewer immigrants entering Canada.

SECRETARY OF STATE

Vote 3b—To extend the purposes of Vote 3
to include the payment of a grant to the
International Association of Universities
of $25,000.

Explanation—The Association of the Uni-
versities and Colleges of Canada together
with the Universities in Canada, will be
hosting the Fifth General Congress in
Montreal in 1970. The proposed grant
will be used to assist in meeting the costs
of the Congress.

Source of funds—Available within Vote 3

SOLICITOR GENERAL
Vote 1b—To authorize a grant to the Uni-
versity of Montreal of $5,000.

Explanation—A grant was requested by the
University of Montreal to assist with the
cost of the First International Symposium
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for Research in Comparative Criminolo-
gy.

Source of funds—Available within Vote 1
as the result of delays in the completion
of certain contracts.

TRANSPORT

Vote 40b—To authorize the payment of an
additional contribution under the Operat-
ing Contribution Policy for municipal
and other airports of $215,000.

Explanation—This sum provides for the
payment of operating subsidies to the
Regional Municipal Airport for the fiscal
years 1968-69 and 1969-70.

Source of funds—Funds are available
within Vote 40 as the result of delays in
the construction program for the estab-
lishment or improvement of local airports
and related facilities.

PART III

One Dollar Items Which Are
Legislative in Nature (8 Items)

FINANCE
Vote 5b—To authorize the continuation of
the  Established  Program (Interim

Arrangements) Act.

Explanation—The present contracting-out
arrangements with Quebec expire on
December 31, 1970 for the Hospital Insur-
ance Program and on March 31, 1970 for
the Special Welfare and Health Grants. If
is proposed to extend the arrangement$
for -a further twelve months.

NATIONAL DEFENCE

Vote 51b—To authorize the inclusion Of
Corporal Stewart under Part II of the
Public Service Superannuation Act.

Explanation—To authorize the payment of
Death Benefits to the widow of Corpor2
Stewart under the Supplementary Dea
Benefit Plan of the Canadian Forcé®
Superannuation Act.

TRANSPORT

Vote 8b—To authorize the transfer of the
assets and administration of the Pensio?
Fund of the Montreal Pilotage District:

Explanation—The Ministers of Finance a
Transport presently jointly admmister
this Pension Fund. The Ministers haV®
been petitioned by the Pilots of
Montreal District and have agreed to
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transfer of the assets and administration
of the Fund to a Trust Company. The
transfer of this Fund requires the
approval of the Governor in Council.

Vote 15b—To authorize the extension of
Transport Vote 15 to include payments
for the amortization of the cost of ferry
vessels and related equipment.

Explanation—It has been decided to amor-
tize the cost of ferry vessels and related
facilities and to purchase this equipment
through a loan. The amortization, which
will begin the same year as the vessels
are placed in service will repay these
loans.

TREASURY BOARD

Vote 7b—To authorize the deletion by the
Crown of certain claims in excess of
$5,000 which amount to $4,542,291.23.

Explanation—It is the usual practice to
include authority in final supplementary
Estimates for the deletion of this type of
claim. The claims, totalling $4,542,291.23
Wwhich it is proposed to delete are all
claims of the Department of National
Revenue.

Vote 10b—To authorize the inclusion of
employees of Crown Corporations serving
abroad in the present Hospital Care
Insurance Plan.

Explanation—It is proposed to extend the
Provisions of the present Hospital Care
Insurance Plan which now covers
€mployees of Government departments
Serving outside of Canada, to include
e€mployees of Crown Corporations who
are also serving abroad.

FINANCE

Vote L37b—To authorize payments to the
International Monetary Fund ($360,000,-
000—U.S.), and to the International Bank
for Reconstruction and Development
($149,800,000—U.S.) for the purchase of
+498 shares of stock in the Bank.

ExDlanation—Every five years members-
Nation quotas in both the Fund and the
ank are reviewed. In the latest review
Canada’s share as a member has been
Ncreased for both the International
Onetary Fund and the World Bank.

F
SHERIES AND FORESTRY

°tte L38b—To authorize the changing of
he name of Fishermen’s Indemnity Plan
and extend the Plan to insure fishermen

:23

for third party liability resulting from a
collision.

Explanation—It is proposed to rename the
Fishermen’s Indemnity Plan to Fishing
Vessels Insurance Plan which more accu-
rately describes the Plan. At the same
time it is also proposed to provide Third
Party liability insurance for fishermen
within the Plan. The fisherman must pres-
ently secure this protection from another
source which is difficult in that the bal-
ance of the insurance is usually provided
under the existing Plan. It is estimated
that premium income will provide for the
payment of any claims arising.

The Chairman: We are now going to pro-
ceed with the main Estimates for 1970-71.

Before proceeding formally with our con-
sideration of the main Estimates, there are
one or two things I might call to your atten-
tion. Last week I had requested the Honoura-
ble Mr. Marchand to come before us on the
regional expansion item in the main Esti-
mates, and he was not able to appear because
of a Cabinet meeting and we did not get word
in time to do anything else. We have no meet-
ing scheduled for next Thursday which is
Holy Thursday, and there seems to be some
question as to what the situation will be with
the House of Commons and the Senate, so,
unless you think otherwise, I have scheduled
no meetings for next Thursday. The following
Thursday also seems to be in some doubt as
to whether the Senate will be back or not and
there is also a question to the availability of
witnesses. Therefore no meeting has been
scheduled for April 9. April 16 Dr. Neufeld,
Professor of Economics at the University of
Toronto who gave evidence last year on the
economic effect of the Estimates for last year
will be our witness. On April 23, the Honour-
able Jean Chrétien, Minister of Indian
Affairs and Northern Development, will be
before us dealing with one of the other three
main increases in the 1970-71 items.

Senator Beaubien: Will this always be at
9.30 a.m., Mr. Chairman?

The Chairman: At the moment it is 10
o’clock, which is our normal time of meeting.
Because of the two matters we have for dis-
cussion today, we met at 9.30 am.

The other department which has a substan-
tial increase in 1970-71, besides the Depart-
ment of Regional Economic Expansion and
the Department of Indian Affairs, is the
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Department of the Secretary of State, Mr.
Pelletier. We have requested his attendance,
but as yet have not made any definite
arrangements with him.

I am open to any suggestions from you as
to how to deal with this program.

Senator Phillips (Prince): As you know, Mr.
Chairman, I requested that certain items in
the Department of Regional Economic Expan-
sion be studied before this committee, and
with the various delays which you have
outlined I can see us meeting just before the
summer recess to take a look at these items.

While you might consider it essential to
have the minister present, frankly I have to
disagree with you on the necessity of having
the minister present. In the 14 years that I
have been around here, both in the other
house and this, I have usually found the min-
ister has turned round to someone down the
line and has asked them to answer the ques-
tions anyway.

This type of inquiry is really not on policy
but on expenditure, how the money was actu-
ally spent and what supervision was provided
through the year. I do not think we should of
necessity arrange our committee meetings to
coincide with ministers’ convenience.

The Chairman: We are all agreed on that,
Senator Phillips. If we cannot get the minis-
ter, we get the man next best qualified to
speak for the department. There is no doubt
about that.

I think we should still plan to have the
Department of Regional Economic Expansion
before us. I could try for next Thursday, if
the committee so wished, or for one of the
two following Thursdays.

Senator Flynn: We are not sitting next
Thursday.

The Chairman: Then next Thursday is out.
What about Thursday, April 9, is that
agreeable?

Senator Beaubien: Will we be back by the
9th?

The Chairman: One of the Whips assures
us that we will be back.

Senator McDonald: I expect we will be
back on the 7th.

The Chairman: If it is agreeable to you that
we set up a meeting for April 9 with the
Department of Regional Economic Expansion,
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with the best officials available attending, I
will do so, but because I will not be here I
will leave it in the hands of a deputy chairman
to carry on. Is that agreed?

Hon. Senators: Agreed.

Senator Grosari: Can we make that contin-
gent upon the Senate being in session at that
time?

The Chairman: I think we have no power
to sit when the Senate is not sitting, so that is
settled.

Honourable senators, we are very glad to
welcome back Dr. Arthur Smith, the Chair-
man of the Economic Council of Canada, who
gave us some very interesting and valuable
information last year in dealing with last
year’s Estimates.

I would differentiate between the kind of
evidence we receive from the Minister of
Regional Economic Expansion, the Secretary
of State or one of the other departments, and
the evidence we receive from Dr. Smith or
Professor Neufeld, because they really deal
with what is happening to the economy of
Canada and the economics of the country by
reason of the Government’s expenditure plan$
and the Government’s fiscal situation.

I make those introductory remarks so that
you will understand that Dr. Smith’s remarks
will be more of a general character tha?
specifically directed towards the items of the
Estimates themselves.

I will also call your attention to the fact
that you have all received a copy of Chapter
III of the Economic Council’s Sixth Annua)
Review. I hope you all have it with you.
you have not, perhaps there are some extrd
copies. I think you also have some informa"
tion which has been circulated to you thi
morning on behalf of the Economic Council.

In addition to that, Dr. Smith will introducé
those in attendance with him.

Do you wish to explain that you have somé
graphs and projections, Dr. Smith?

Dr. Arthur J. R. Smith, Chairman, Econo™’
ic Council of Canada: Yes, sir.

Mr. Chairman and honourable senator®
may I first introduce my colleagues here?

The Chairman: Please do.

Dr. Smith: They are: Dr. Sylvia Ostr¥’
Director of the Council; Mr. O. Thiir, Vicé
Chairman of the Council; and Mr. P. M. Co*
nell, a senior research officer of the Council-
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May I say that I thought we might present
Some rather general views initially from a
brief which has been prepared. I might say
that these would look forward mainly to the
Seventies, and if you were interested we could

€n show a few charts which look back at

1e sixties, and attempt to show a few of the
ighlights of the Canadian economy in the
Past decade. I leave that to your decision.

May I say at the outset that we very much
Welcome the invitation to appear once again

efore this committee this year. This commit-
€e provides a valuable forum for the discus-
Slon of important aspects of public finance in
Canada and related matters, and we are
Pleased to try to be able to be of some assis-

nce to you.

As the Chairman has indicated, the Eco-

Omic Council does not have the prerogative

T competence to comment on the specific set
stimates which are before you, but we

ODe we might be able to provide some gen-
fral background information which you might
.0d relevant to your interests and your work

this committee.
Members may recall that at the time of our
St appearance before this committee, in
b ay, 1969, we laid particular emphasis on the
aeed for developing machinery to facilitate
Oa?ralsal by this committee, as well as by
ty er§, of the role of Government expendi-
Dor_ES in the pursuit of national goals. We also

nted out that the Council was then
Ngaged in a reappraisal of the economy’s

Otential for growth over the medium-term
e Ure to 1975. These two subjects are, of

Urse, closely related. The estimates of Cana-
as €conomic potential, that form a regular
ofrf of the Council’s work, provide some idea
to he total resources that could be available

anadians for the fulfilment of their many

. tS, needs and rising aspirations in the
n'letrs ahead—including those which may be
My by private expenditures and those which

Y be satisfied by government expenditures.

therefore thought that it might be useful

Set out for the committee a few highlights
n°° ™ the Council’s new look at Canada’s eco-
our.S future through the mid-1970s, as
Qchned in our last Annual Review, and to
Qil’us Special attention on some of the Coun-

§ analysis and estimates of expenditures by

. €vels of government in Canada through

mid-1970s.

apphe_ Council’s approach to its task of
Sibifia.lsmg the nation’s future economic pos-
€8 has, in effect, represented an attempt

la,
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to construct a sort of economic budget for the
country as a whole. On the one side of this
budget—the supply side—is an estimate of
the overall potential of the economy to pro-
duce goods and services by 1975, taking
account of a whole variety of factors:
the estimated future growth in the popu-
lation, and more particularly in the num-
bers of people who want jobs;
the maintenance of a relatively high rate
of employment;
the trend towards increased leisure (re-
flected in a decline in the average number
of hours worked by each person);
the trend towards more or less “experi-
ence” in the labour force (as roughly
measured by changes in the sizes of vari-
ous age groups in the labour force);
the trend towards a higher “quality” of
the labour force (as defined, in rather
approximate terms, by the growth in the
average number of years of education of
all people in the labour force);
the trend of growth in the average
amount of capital invested per employed
person; and
the trend of growth in the efficiency with
which labour and capital are combined in
processes of production.

Taken together, all of these factors help to
shape an estimate of what overall production
target we should aim to achieve for the
Canadian economy. This, in turn, will deter-
mine the total income created in the econo-
my—the sum of wages, salaries, profits, rents,
interest and dividends, and other forms of
income.

On the other side of this national economic
budget—the demand side—is the total of all
expenditures (that is, the uses to which all of
our resources are put): personal consumption
of goods and services, residential construc-
tion and business investment, government pur-
chases of goods and services, and exports less
imports.

The Council’s Sixth Annual Review has set
out a consistent set of estimates for both sides
of this budget. On the supply side, it has
indicated that if the economy can be made to
perform well over the eight years from 1967 to
1975—that is, if we can achieve a high, stable,
widely shared growth at reasonably high
levels of employment and use of our capital
and material resources—Canada should be
able to advance from a $65 billion economy in
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1967 to a $100 billion economy by 1975 (in
constant 1967 dollars). This is equivalent to
an average annual rate of growth in the
volume of total real output and total real
income in the economy of 5.5 per cent a
year—a faster rate of growth than is estimat-
ed for the United States, and most other
industrial countries in this period, and a rate
which is very high by long-term historical
standards for Canada.

On the demand side, it is critically impor-
tant to try to achieve a smooth and stable
growth of total demand, closely in line with
the economy’s growing output capabilities. If
total demand should fall significantly or per-
sistently below potential output, the resulting
economic slack in the form of high levels of
unemployment and underutilized productive
capacity will impose economic costs on
Canadians. Output which could have been
produced, and incomes which could have been
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generated (for governments, business enter-
prises, farmers and others, as well as for
wage and salary earners) would not be
achieved. Conversely, if total demand rises
too steeply, or presses persistently against the
economy’s growing potential output capabili-
ties, there are the opposite dangers of infla-
tionary pressures (and perhaps also of bal-
ance-of-payments strains) which will
undermine the sustainability of growth.

In the light of these and other considera-
tions, the Council has sketched out a possible
pattern of demand for the mid-1970s which
would be appropriate, in total, to match the
potential output at that time. This pattern is
based on available knowledge and analysis
about various trends and factors influencing
demand—including population changes, gov-
ernment programs, and the expected level of
economic activity in Canada’s major trading
partners.

TABLE 1
DEMAND TO 1975

1967-75
Average
At At Annual
Potential Potential Percentage
1967 in 1975 1967 in 1975 Change
(Billions of (Percentage
1967 dollars) share)
Cotistméméxtenditaret & b i ahved o 39.0 59.0 59.5 58.6 5.3
Government expenditure on goods and services. . ..... 13.9 22,8 21.2 22.1 6.1
Business investment (including business plant and
equipment inventories and housing).............. 12.9 20.8 19.7 20.7 6.2
Exports of goods and services..............ooeviiian. 14.7 26.7 22.4 26.5 7.8
Imports of goods and services........................ —15.3 —28.1 —-23.3 —27.9 7.9
Gross National Expenditure............ccoviveenann. 65.6 100.7 100.0 100.0 5.5

Source: Based on data from Dominion Bureau of Statistics and estimates by Economic Council of Canada.

The main changes anticipaged in the major
categories of demand to the mid-1970s are
shown in Table 1. I might point out that this
table is presented in constant dollars. The
first column for 1967 and the second column
“At potential output in 1975” show that the
Gross National Expenditures, and therefore
the Gross National Product, could rise from
just over $65 billion to $100 billion, an
increase of about 50 per cent.

Looking at the difference between thos¢
two columns, about $20 billion of the $3
billion expansion (in constant dollars) woul
go to consumer spending. About $8.5 billio”
would go to government expenditures or
goods and services. About $8 billion goes ot
business investment and housing. Ther®
would also be a $12 billion increase in expo:
and close to a $13 billion increase in import
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The following two columns show the percent-
age distribution of total Gross National

Xpenditure, in constant dollars, for the two
Years. You can see the consumer sector is the
dominant sector in the economy, accounting
for close to three-fifths of the total.

The final column shows the average annual
Tate of growth between 1967 and 1975, for the
Various components.

Senator Grosart: Would you show us the 83
Per cent anticipated growth in the Govern-
Ment expenditure component?

. Dr. Smith: That was about an $8} billion
Wcrease from $13.9 billion to 22.3 billion.
The changes imply a further decline in the
Share of our total output going to consumers
ad a fyrther increase in the share absorbed
Cy goyernments for the collective wants of
thanadlans. Even with this relative decline in
€ consumer share, however, the estimates
erOVlde for one of the biggest increases in
“Ohsumer spending in Canada’s history—an
lcncrease of about one-third in real per capita
noSumption between 1967 and 1975. Busi-
t‘ess investment and housing would con-
Ue to account for about 20 per cent of total
e;:mand. Both exports and imports could be
Pected to grow very strongly as the econo-
miyd moves towards potential output in the
; "4-1970s; the deficit on international trade
1 800ds and services, though widening slight-
In absolute terms, would continue on a
Clning long-term trend as a proportion of
T total output.
his pattern of demand is one which the
w(i):ncﬂ believes is realistic and in keeping
™ h ?he underlying forces in the economy as
. N in 1969—when we did our work. At the
Stroe time, the Council has emphasized
Datt!:\'gly that this is mot the only possible
s Tn of demand. A variety of forces, both
€rnal and internal—and including particu-
aly Y, government policy measures—could
T that pattern. The important thing to
cey 12e is that the economy’s potential sets a
eq g_\admittedly a rather roughly estimat-
an, dcejlhﬂg—on Canada’s productive potential,
Say I spending is increased in one sector—
> BY governments—it must be reduced
cep “Where else in the system. But there are
top, 1 limits to how much the existing pat-
Ver of demand can be altered, particularly
ing ;. Short period of years, without produc-
o Ar-reaching effects on the operation of the
Omic system.,

oy
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I might say that in these few remarks I
have just touched on a few highlights of our
analysis of the potential growth of the
Canadian economy to the mid-1970s. I would
be very glad to come back and discuss this in
more detail, if you wish, later on.

Chapter 3 of the Sixth Annual Review,
entitled “Governments in a Growing Econo-
my” is an integral part of this systematic
appraisal of the economy’s capabilities to
1975. The revenue and expenditure estimates
set out in this chapter encompass the federal,
provincial and municipal governments taken
together; the Council makes no attempt to
distinguish either revenues or expenditures
by level of government, nor does it try to
assess any details of intergovernmental fiscal
arrangements. Moreover, it should be noted
that these estimates were prepared before the
publication of the White Paper on Taxation,
and hence they do not take account of the
Government’s tax reform proposals.

Senator Isnor: Dr. Smith, when was this
paper prepared?

Dr. Smith: This work was undertaken
during the latter part of 1968 and the early
part of 1969 and it was completed for discus-
sion and decision by the Council by June of
last year. It was then published in our Sixth
Annual Review. which appeared in Septem-
ber 1969.

Senator Isnor: How pressing, then, are the
conditions today compared with your state-
ment? Is my question clear? I have particu-
larly in mind business conditions as they
apply at the present time as compared to
your statement.

The Chairman: Could we put the question
to Dr. Smith in this way, Senator Isnor: If
there is anything that has happened since this
paper was prepared that would affect what is
in the paper, could you call that to our
attention?

Dr. Smith: With regard to the analysis of
potential output to the mid-1970s, which we
have been talking about, and the framework
for that, we have not subsequently reworked
that analysis. It is a major task to prepare
this medium term assessment in a fully inte-
grated way and we have not undertaken a
new appraisal of that since that time. I there-
fore have nothing new to report to you on
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how certain subsequent developments might
impinge upon a view of the economy’s poten-
tial in 1975. I would think that, if we were
doing such an exercise again at this stage,
there would be perhaps some subsequent
developments that should be taken into
account, but I doubt that they would alter the
estimates of potential output very much for
the mid-1970s.

Senator Isnor: Mr. Chairman, my question
was based on the state of business as it is at
the present time both in Canada and in the
United States. Dr. Smith, in his statement a
few moments ago, intimated that there was
progress and that things were fine and dandy
in the United States. I don’t think that is the
condition at the present time. However, I will
waive any furher questions on it at the
moment.

Dr. Smith: Could we wait until we have
looked at the charts, since they could provide
some background for further discussion on
this? .

One of the most important conclusions of
the Chapter is that total government revenues
would rise very strongly as the economy
moves to potential output in 1975. Taxable
income grows steeply in a swiftly growing
economy and produces, especially from the
personal income tax, a large “fiscal dividend”
for governments, even without increases in
tax rates. Indeed, even without any general
increase in tax rates beyond the levels in
effect early in 1969, total revenue of all gov-
ernments in Canada would approximately
double between 1967 and 1975, from about
$22 billion to about $44 billion.

Perhaps an even more important conclusion
from the Council’s analysis, however, is that,
even without allowing for major new expen-
diture programs, government expenditures
will also approximately double between 1967
and 1975. In other words, most of the large
“fiscal dividend” in prospect over this period
under high growth conditions is already
“mortgaged”, especially to support the rising
expenditure commitments inherent in various
large government expenditure programs
introduced in the past ten or fifteen years in
the fields of education, hospital care, medical
care and social welfare. Thus, the introduc-
tion of any major new programs of govern-
ment expenditure through the mid-1970s can
only be accommodated either through sub-
stantial curtailment or abandonment of some
existing government programs or through tax
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increases leading to a shift of more resources
to governments (ultimately, mainly from con-
sumers). In addition, substantially increased
efficiency in major government programs—an
objective which is highly desirable as part of
the overall progress towards greater produc-
tivity in the economy—could also provide
some margin of advantage for governments to
accommodate rising levels of government
services.

In the light of the above considerations, the
estimates of total government expenditures in
the Council’s Sixth Annual Review make no
allowance for any major new government
spending programs to 1975, although they do
provide for some relatively small expansion
in spending, beyond programs already in
effect or announced, in some areas of particu-
lar needs, such as pollution abatement and
urban development. Including the letter, the
estimates—shown in Table 2 below—indicate
the increased government outlays calculated
essentially on the basis of existing policies,
population growth, some continuing trends
towards improved standards in existing pro-
grams and adjustments to wages and salaries
of government employees (and to income-
maintenance payments) in line with the rising
average level of productivity in the economy-

Seen in broad perspective, the revenue and
expenditure estimates for 1975 show a rising
share of government spending as a proportion
of total spending in the economy, and a small
fiscal surplus (on a National Accounts basis):
Regarding the former, the Council estimates
that governments would be absorbing OF
redistributing about 37 per cent of the
nation’s total income in 1975, compared with
33 per cent in 1967—and demanding about 24
per cent of all goods and services in the
economy in 1975, compared with 21 per ce!{t
in 1967. As for the fiscal position, the Council
estimated government revenues at $44 billio?
and expenditures at $43.5 billion in 1975, 10
provide a small surplus of half a billio?
dollars.?

The expenditure estimate includes gover®”
ment transfer payments as well as govers”
ment expenditures on goods and services. I?
addition, as shown in Table 2, it include®
an allowance for price increases in the goods
and services purchased by governments (@
an average annual rate of about 3 per cent)

These estimates include revenues 8nd
expenditures of the Canada and Quebec Pe?”
sion Plans.
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TABLE 2
EXPENDITURE OF ALL GOVERNMENTS, BY FUNCTION

Average
Annual

: At Percentage
Estimated Potential Change
1967 in 1975 Increase 1967-75

(Billions of 1967 dollars)

A R I g b oL LY G e e 2.4 4.9 2.5 9.3
BIDALION. . . . 1o o b SO s AEERGRD. g o osv e 4.3 8.3 4.0 8.6
ocial assistance (including veterans’ benefits)................ 3.4 5.4 2.0 6.0
RRURBOFLAVION . s . « < o' 28 » 53 0w il n Sl BRIV S S0 e el o s « S5 10 2.4 4.2 1.8 7.2
I A e o N N e S < 2 1.8 2.0 0.2 13

Net Hebt charges: . SRl 05 ONTIORTS. YR . . AUk 1.4 2.0 0.6 4.6

it e S i en e s AR Ll T TRy 1 SR R 4.9 8.4 3.5 7.0
Total functional expenditure...........covvinenininunnns 20.6 35.2 14.6 6.9
Net adjustment to National Accounts basis—
Canada and Quebec Pension Plans............cccvvnennns — 0.5 0.5
Ofhey dtdbtmertas Y, B R e . . . Al 0.9 1.6 0.7
Total expenditure (in 1967 dollars), National Accounts
basis VRIS A03 MR S0V DTN 21:5 37.3 15.8 ol
6.2 6.2
Adjustment for price—
Total expenditure (in current dollars), National Accounts
basials s Tt oul 2 SR amhl s taahe e . 59 21.5 43.5 22.0 9.2

Source: Economic Council of Canada, Sizth Annual Review, Ottawa, Queen’s Printer, 1969, Table 34, p. 32.

Senator Grosart: Excuse me, Dr. Smith, but

hat kind of dollars are we talking about in
able 29

Dr. Smith: The figures in the top part of
£ € table are in billions of 1967 dollars. Near
h‘? bottom of the table, where we mention
3justment for price, we have added $6.2 bil-
SOh—which is what the “cost” price of

Creases would be to governments on the
3SSumption we have made—and the bottom

q € gives the total expenditures in current
Ollars,

The Chairman: That is in 1975 current
dollargy

Dr, Smith: Yes. The whole framework of
Wa, analysis in the Review to 1975, where it
asss Needed for the analysis, was done on the
theumption of an average annual increase in
Th, GNP price deflator of 2 per cent.
exe deflator for expenditures on government

Penditures on goods and services has

Nded historically to run somewhat ahead—
GNpe somewhat higher—than the over-all

deflator, and we have taken that into

account to make allowance here for about a 3
per cent price increase for government pur-
chases of goods and services.

Senator Everett: Do you apply the same
factor to the revenue side, when you double
$22 billion to $44 billion?

Dr. Smith: Yes, revenues are calculated in
current dollars.

The figures in Table 2 are based on an
analysis of expenditure by all levels of gov-
ernment on the basis of a “functional” clas-
sification indicating the general purposes of
expenditures. However, to examine the effects
of these expenditures and to allow compari-
sons with estimated changes in other broad
categories of demand in the economy, the fig-
ures in Table 2 are also translated into the
comprehensive framework of the National
Accounts.

The following are some of the highlights of
the data in Table 2:

More than 40 per cent of the total
increase in government expenditures
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from 1967 to 1975 is anticipated in the
health and education fields.

Education will continue to be the larg-
est single item of government expendi-
ture, rising to well in excess of $8 billion
by 1975 before any allowance for price
increases. The estimates suggest that
expenditures at postsecondary levels will
rise by roughly 15 per cent a year 1967-
75 as compared with only about 5 per
cent for elementary and secondary
education.

Health expenditures are expected to
grow faster than all other areas of gov-
ernment spending to 1975, reaching
nearly $5 billion (in 1967 prices) by the
latter year, about double the 1967 level.
Roughly half the increase is associated
with the assumed adoption of medicare
by all provinces. The Council’s projec-
tions allow for both population increase
and more intensive use of doctors’ ser-
vices, but they are based on the assump-
tion of a marked slowing in recent
advances in doctors’ fees.

Senator Evereti: Excuse me for interrupting
here, Dr. Smith. Why in health expenditures
do you take into account the price increase
which would be the doctors’ fees, while in
education expenditures you seem not to do
that. You speak about constant dollars before
any allowance for price increases.

Dr. Smith: I will ask Mr. Cornell to com-
ment on this. If I remember correctly, we did
the education expenditures in constant dollars
and then provided an adjustment in prices
and we did the same in the health field.

Mr. Peter Cornell, Senior Research Officer,
Economic Council of Canada: There are sev-
eral types of price adjustments that do even-
tually go in. In the first case we always make
an allowance for productivity increases in the
economy. In other words, we say that the
doctors are going to share in the general
productivity increase in the economy. That is
built in before we do any general price in-
crease. We eventually make a general price
increase throughout all these Estimates. There
are three steps involved.

Senator Everett: But here in the education
paragraph you say $8 billion before any al-
lowance for price increase, and I would ima-
gine that the price increase in education is
probably growing faster than any other seg-
ment of the economy.
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Mr. Cornell: I am not too sure of that. You
may well be correct.

Senator Evereit: Then in comparing that to
the health expenditures of $5 billion, you
appear to take in the increase. I wondered if
there was any significance to this?

Mr. Cornell: The $5 billion is before this
general price increase.

Senator Pearson: Is part of this $8 billion
for capital expenditures?

Mr. Cornell: Yes, it is.

Senator Pearson: For that reason it would

be greater because the capital expenditures
would be greater.

Mr. Cornell: I think you are probably right
that the capital expenditures would be great-
er. The price factor we would apply to capi
expenditure would in fact be the same
regardless of field. The difficulty here is that
we do not have price indexes for each field of
government expenditures. In fact there I8
quite a substantial gap in government statis-
tics and we cannot differentiate between price

movements in the health field and o
education.

Dr. Smith: The estimates of social assist”
ance payments allow for payments under
existing programs to a growing population
with the largest share of the estimated risé
accounted for by increased payments unde’
the Canada Assistance Plan.

The estimates imply that there will be som¢
speeding up of transportation expenditure
1975. Spending on roads, highways an
bridges which now comprise four-fifths of
total government expenditures on transportd”
tion will show the most rapid increase
though the suggested rate of increase woul
not be sufficient to prevent a further rise ¥
traffic congestion in some metropolitan areas:

The estimates of “All other” expenditufes
cover a wide variety of programs such
police and fire protection, sanitation and
waste removal, and environmental manag®
ment that will bear heavily on the quality of
urban life. While the projections allow for
somewhat greater increases in these progr
than in general government services (whi
are also included in the “Other” categord”
they do not allow for large new programs$s
upgrade the quality of our physical
environment.
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The estimates imply that the relative
decline in defence spending (from over 6 per
cent of Gross National Product in the mid-
1950’s to less than 3 per cent by 1967) would
Continue to 1975.

This brief summary, like the chapter on
Which it is based, has focused largely on gov-
€rnment expenditures. But we do not wish to
%eave the impression that government spend-
ing is the only, or necessarily even the domi-
Nant, way in which governments affect the
€conomy. In fact, governments may affect the
€Conomy in a wide variety of other ways:
through changes in the structure as well as
the level of taxation; through borrowing and
ending operations; through monetary policy
Via the central bank); through the activities
of various agencies and Crown Corporations;
hrough a multitude of regulatory activities;
thI‘Ough actions that affect the attitudes and
Motivations, and hence the decisions, of other
Organizations; and through arrangements
affecting Canada’s international economic
D?Sition. Since the effects of many of these

lverse activities are not always directly re-

ected in Estimates, Public Accounts or
Sudgetary statements, it is perhaps even more
Mportant to keep them constantly in mind
and to try to ensure the maximum of consist-
®hey among policies in the various fields of
80vernment activity.

The Council feels that the possibilities for
reducing policy conflicts, for improving the
§ ectiveness of government operations, and
Or stimulating informed public discussion
€°u1d be greatly enhanced by two steps on
t?e part of our governments—the introduc-
s°n of more comprehensive budgetary pre-
®ntations and the development of improved
Yocedures for formulating and pursuing

tional goals.

In 5 complex modern economy in which
g°VErnrnent operations loom so large, govern-
®nt decision-making must take place within

Very broad context, encompassing both the

Ocation of resources among individual pro-

AMs and the total impact of government

ANsactions. In consequence, budgetary pre-

Mtations are required for several different

Ses:

taLet me mention three of the most impor-
Ones:
_ L Program analysis: this calls for
Information for management and control,
both legislative and executive, of the
Many individual activities carried on by
80vernments.
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2. Economic and financial analysis:
aggregative analysis of the influence of
government transactions on the economy
whether through the direct impact of
taxes and expenditures on income, or
indirectly through financial transactions
(e.g. lending and borrowing activities)
that bear on the size and structure of

financial assets held outside the govern-
ment sector.

3. Cash management: the recording,
analysis and forecasting of cash receipts
and payments with consequent changes
in government cash balances and out-
standing debt.

The members of this committee are, of
course, aware of the improvements in the
presentation of the Government of Canada’s
fiscal activities in recent years, including the
introduction of the national accounts budget
and the progress towards implementation of a
planning, programming and budgeting
system. Yet a great deal more needs to be
done. There is a particular need for develop-
ing a more comprehensive budgetary account-
ing system to link government financial trans-
actions to the existing national accounts
presentation of the budget so that more sys-
tematic assessment of the economic effects of
fiscal changes can be made in the future.
There is also a need for extending the time
horizon of published budgetary forecasts. In
this respect, the Council commends the recent
publication of the Tax Structure Committee
projections. The benefits which can be
derived from exercises of this nature—or,
perhaps more accurately, the misallocations
of resources that could occur in the absence
of such analysis—are likely to be very large
in relation to the costs involved, in terms of
the dollars and skilled manpower required for
such work.

The second recommendation that emerges
strongly from our analysis of government
expenditures as well as our studies of other
demand sectors is the need for new initiatives
to develop more purposeful, deliberate and
systematic ways of identifying and clarifying
goals—good information and analysis pre-
pared by experts, informed public dialogue,
and a better understanding of the options and
possibilities for matching needs to resources.
We drew attention to this matter in our brief
to the committee in May 1969, and the Eco-
nomic Council has taken this up in the con-
cluding chapter of the Sixth Annual Review.
In the latter, the Council made recommenda-
tions concerning steps that might be taken by
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governments to improve the existing machin-
ery for developing goals and priorities.
Today we are more convinced than ever that
some such steps are becoming imperative.

We hope that these remarks may help to
provide a broad and useful perspective on the
overall economic environment in which
public finance decisions will have to be made
in the 1970s.

The Chairman: Thank you very much, Dr.
Smith. Now, you have some other information
and charts to give us, but perhaps this might
be a convenient time to call for questions on
what we have already had submitted to us.

Senator Grosart: Mr. Chairman, could I ask
Dr. Smith, through you, if I am correct in
comparing the following numbers in Table 1
and Table 2?

In Table 1 we have the statement that the
present level of GNP is 65.6, rising to 100.7 in
1975, constituting an average annual increase
of 5.5. In Table 2 we have what I might call
gross government expenditures rising from
21.5 in 1967 to 43.5 in 1975, constituting an
annual increase of 9.2.

On page 7 you project that the total Gov-
ernment absorption or redistribution will rise
from 33 per cent in 1967 to 37 per cent in
1975.

There has to be a missing factor in here.
What is it? I say that because obviously a
comparison of the 5.5 rise in one and the 9.2
in the other is going to add up to a much
greater increase than 33 to 37.

Dr. Smith: Senator Grosart, I {tried to
anticipate that question through an additional
sentence which I inserted in the text of my
statement.

Moving from Table 1 to Table 2 there are
two things added. One is that transfer pay-
ments are added. The first table shows only
expenditures on goods and services. Transfer
payments will be rising more rapidly than
government expenditures on good and ser-
vices to 1975.

Secondly, the bottom line in Table 2
includes a price factor. The first table is in
constant dollars, and the last line on the
second table is in current dollars. So, these
two things account basically for the
difference.

Senator Grosart: A fiscal dividend?

Dr. Smith: We usually talk about fiscal
dividend as added tax revenue generated by
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the existing tax structure as the economy, and
therefore taxable incomes, grow.

Senator Phillips (Rigaud): Dr. Smith, is it
within the purview, in your opinion, of the
Council to consider a study on the White
Paper on Taxation and the effects it has oB
your projections?

Dr. Smith: I think I might add that this is 2
study, Senator Phillips.

Senator Grosart: There are several already:

Dr. Smith: I think I might add that this is @
field in which there has in fact been a great
deal of study. We have had the Carter Royal
Commission which undertook a very consid
erable amount of analysis. Subsequently
there were basic analyses for the White Paper
itself. I understand that a great deal of addi
tional analysis is being done in many othe’
places at this time.

It requires a very considerable amount ©f
expertise in this area to do this sort of anal
ysis. The White Paper, of course, is a very
complicated document. We do not have thi
expertise readily at hand to make a compré
hensive assessment so, at least for the time
being, the Council is devoting its energies an
resources to looking at other things which We
think also have an important bearing on
performance of the economy.

Senator Phillips (Rigaud): Therefore, thos®
of us who are making some attempt (a)
understand the White Paper and (b) to mak®
some suggestions, cannot expect to receive
bgqeﬁt of expertise from your Council
gilving some advice and direction?

Dr. Smith: Yes.

Senator Phillips (Rigaud): The answer is
the negative?

Dr. Smith: Yes, the answer is in 9
negative.

Senator Laird: This follows on from Wh”f
Senator Phillips has said. Would it be unré?’
sonable to suggest that if some of the pro%
nostications about the White Paper in .fac,
come true—for example, the virtual elimln%‘
tion, as some people allege, of small busle
nesses—that would upset your Whol
projection?

Dr. Smith: I would say the tax struct:ﬁ;
changes proposed in the White Paper cO' ,
have a significant bearing on almost all tge
basic goals the Council has been asked t0
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Concerned with—the goals of growth, employ-
Ment, price stability, the balance of payments
Position and what we have called an equita-
le distribution of rising income.

Senator Laird: Exactly.

D_l’- Smith: It will have effects in a wide
Variety of ways on these various goals. I
Would say that if the tax structure is changed
M a major way, when the Council undertakes
:n appraisal of the medium. term potential of

€ economy that is one of the things we
Would have to take into account.

Just to give one illustration, one of the
Mportant things is that the estimates made in

€ White Paper, and some other estimates
Made elsewhere, about the additional revenue
tg the federal Government from the proposed
thx strgcture changes are all calculated on
¢ e l}asxs of 1969 estimates of income. When
wls is put into a dynamic context of the kind
te have been talking about this morning—

at is about a growing economy towards the
o dle seventies—these tax structure changes
es? have a very much larger effect. Some

Imates I have seen in the press, by the
Tn:tltute of Quantitative Policy Analysis of
b tonto, are that the changes might perhaps
biﬁ(-iuce added revenues of the order of $2
dyn“)n.or SO over a period of five years in a
th amically growing economy. That will be

€ kind of thing we would have to take into

a ;
tﬁm‘mt in any re-assessment of the future by
¢ Council.

Senator Laird: Exactly.

baiina’" Phillips (Rigaud): Dr. Smith, going
e to page 2, in the factors you take into
poount, all of which are, of course, very
to DOrtam and illuminating, I see no reference
durine 1npreas§d access tq natural resources
ing & this period. I am thinking of the open-

erup of the north, and that sort of thing.
y re these factors taken into consideration in

Projection?
Dr, g

Wory, mith: In the comprehensive frame-

Dast of our general growth analysis in the
Tesg We have had a look at the role of natural
fuuyurees. I am not sure that our analysis is

bleg. “d€quate in all respects. This is a trou-
Ome area,

S
“Nator Phillips (Rigaud): Of course.

D %
:- Smith: I might put it this way. What
thip s to be emerging is that the important
€ about the development of resources is

Not,
S0 much the resources themselves but the
212573
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skilled manpower and capital investment
involved in their development, which are
really critical. Those are factors which we
have taken into account, and I think those are
probably the major productive factors in the
growth of the economy.

Senator Phillips (Rigaud): Do your studies
cover the problem of pricing and the effect on
exports in our competitive markets with
countries such as Japan and West Germany?
Broadly speaking, in what direction are we
heading as a great trading nation? Are we
losing ground or making ground in your pro-
jection up to 1975? You have dealt with
exports and imports in a general way, and I
was wondering more specifically if we can get
any guidance from you and your expertise on
that point.

Dr. Smith: We have not made specific esti-
mates of changes in the prices of exports,
certainly not in detail. In the development of
our estimates we have looked at the implica-
tions for Canadian exports of growing mar-
kets abroad, and have related the export
growth in Canada to the growth of markets
abroad. We have also had a particular look at
certain components of exports. For example,
we looked at grains, following a special study,
and discovered from this analysis—looking at
the whole production, consumption, trading
patterns for the whole world in grains to the
mid-1970s—that the prospects were not very
bright for any significant expansion in our
grain exports during this period. We recently
issued this study entitled “Future Market
Outlets for Canadian Wheat and Other
Grains,” which was prepared for the council
by Dr. Hudson.

We also looked at one or two other compo-
nents of exports.

With regard to your reference to prices, we
have done some studies in the past and have
found out that the movement of prices in
Canada, relative to those in the United States,
has a very important bearing on our export
performance. We therefore regard price
movements as a very important matter.

In a general way, the pattern, as I have
tried to point out, to 1975 in our potential
analysis conforms with a pattern which has
generally emerged in the world during the
post-war period—namely, that any country
which achieves a rapid rate of economic
growth tends to have, along with that, an even
more rapid rate of growth in its trade, both in
exports and imports. You will note in Table 1.
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that the average annual rate of growth in
exports and imports, in volume terms, is
about 8 per cent, compared to about 5% per
cent rate of growth for total output.

Senator Phillips (Rigaud): I would like to
put another question if I may, Mr. Chairman.
I wish to compliment you on your immensely
valuable study, since the council has been
organized, because it is a real guidepost for a
good many of us in Canada.

Do you feel that the conventional methods
of monetary and fiscal policy in themselves
are still able to regulate our economy in terms
of pricing, as an export nation or are we
heading inevitably toward regulatory con-
trols, in your opinion, in order to maintain
and improve our position?

Dr. Smith: I think that is a very complica-
ted question. Perhaps I might answer it in this
way: when the council was asked several
years ago by the Government, under a special
reference, to look at prices, costs, productivity
and incomes in the economy, we undertook a
number of studies and reported on them at
some length in our Third Annual Review in
1966. We indicated at that time that appropri-
ate settings of monetary and fiscal policy
were extremely important for maintaining
general price stability in the economy. With-
out appropriate settings—at least to the
extent that it was in our power to establish
appropriate settings, in a world in which we,
of course, are greatly affected by what hap-
pens around us—we could not hope to achieve
at least as good a price performance as other
countries. But we suggested that a great var-
iety of other complementary policies were
required for maintaining reasonable price sta-
bility in the future. These included policies
that would place considerable emphasis upon
maintaining competitiveness in our system,
and policies that would help promote our pro-
ductivity performance. We have found from
our studies that a good productivity perfor-
mance in an economy tends to have at least
some marginal dampening effect upon price
increases.

We stressed the importance also of certain
kinds of policies that might be pursued more
effectively by governments. For example, we
stress the importance of trying to maintain a
smooth and even growth of government
expenditures on construction to avoid what
has typically happened in the past, especially
in the post-war period—namely, that govern-
ment expenditures on construction often rose
very rapidly just at the time when they were
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rising rapidly in the private sector. This
added to pressures and problems of maintain®
ing price stability in the past, in a very, very
important sector of our economy. We also set
out general criteria for wage and salary
determination in the government sector.

We emphasized the importance of bettel
analysis, better information, and a bette!
basis for creating public understanding ©
inflationary problems and dangers an
instabilities in our system. So, we laid out 2
variety of what we considered to be very
important complementary policies to moné
tary and fiscal policy.

Senator Beaubien: Dr. Smith, municipalitié®
seem to be finding it very hard to make en
meet. Their fields of taxation are limited:
What do you see in the future in respect of
the municipalities? Let us take as an exampl
the City of Montreal, which seems to be in ?
difficult position, and which seems to find &
very hard to raise money.

Dr. Smith: Well, Mr. Thiir may wish ¥
comment further on this, but let me say that}
think this is a very important problem. In oW
Fourth Annual Review we included a chap

on urban growth in Canada. Canada is unde””
going an extraordinarily rapid rate of urba®
growth—more rapid than that in most oth

industrial countries. This imposes a growi

set of problems of various kinds in our urba”
centres. To deal with these problems requi

a widening scope and range of activities, 3_"‘1
'_chls imposes great pressures on municipalit}

in financial terms. We drew particular atte?;
tion to this in that chapter, and we concluded
at that stage that in looking ahead to ;
future—to a continued rapid rate of urba®
grqwth and the possibility of a piling up od
serious problems—one of two courses WO“,l
have to be followed in respect to the ﬁnan‘?lal
problems of municipalities. Either thef
would have to be further allocation of reSP"“;

sibilities from the local governments to ™ 1|

senior levels of government, or there wol
have to be some kind of system of re-allo?at
ing more financial resources to the munict

governments for coping with the probl€

that we can see.

-

Mr. Cornell: Perhaps I could add, ND‘
Chairman, that one of the problems affectlng
municipal financing is that many of s
things are hidden away. Federal progfama
such as those concerning defence, the Canad,
Assistance Plan, or Medicare are big P
grams which are out in the open and comeé o
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for a great deal of discussion. Municipalities
4Ce many undramatic problems, and in this
espect I always like to use the example of
8arbage collection, which only becomes

Portant when we see it lying around the
Streets when there is a strike. This is one of

€ reasons. I think not enough attention is
Paid to the problems of municipalities. There
S very little drama in these things. They
OMme up year after year, yet the people tend
£ Just curse the city administration and
Orget them, and turn to the much more dra-
Matic problems facing other levels of
8overnment.

Senator Phillips (Rigaud): Police strikes
amatize them now and again.

s_e{lator Isnor: Mr. Chairman, I should like
i, Join with Senator Phillips in compliment-
ﬁg Dr. Smith and his associates for this very
e paper,
StaACcording to the brief and to Dr. Smith’s

t'ements, he says very definitely that the
;’Vernngent from 1967 to 1975 will have to
Deu le its revenue to take care of its ex-

Bditures, Is that right?

Dr,
of all
Tateg,

Smith: We estimated that the revenues
governments will double at existing tax

esenntor Isnor: Naturally in business when
tak Consider our expenditures we must also
Youe Into account the revenue. I wonder why
o did not cover the source of revenues to a
ater extent than you did. You brief deals
Ost entirely, I would say 90 per cent, with
ehditures by the Government. The reve-
Som, Or those expenditures must come from
Wh:t Source, from business in a general way.
effect is that going to have on busines?

exg: Smith: We focussed particularly on
0und1t}1res, since we considered that back-
Ostnd information of this type would be
sig, Useful to this committee. On the revenue
Com, the greatest part of the increase will

i Trom increased revenue under personal
€Ct taxes.

S -
®Nator Isnor: Personal and business.

ingr' Smith: Yes, personal and business, the
g d':e tax. In the underlying analysis we
tay frno allowance for increases in rates of
W i Om the setting of the early part of 1969
fielg We were closing off our work in this

in ser‘ator
‘ease of
22573,

Phillips (Rigaud):
the GNP.

The normal
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The Chairman: No increase in rates and no
new major form of taxation.

Senator Isnor: The rate does not mean
everything to a businessman. It is the amount
he has to pay out compared with what his
receipts are. At the end of the year he takes
his total receipts less the expense and shows
his profit. If taxes are going to double is that
not going to have an adverse effect on his net
profit?

The Chairman: Dr. Smith, I think, feels
that generally throughout business on the
whole the income of the businessman must
also increase sufficiently to increase his
expenditure. In effect, if taxation is doubled
by 1975, the profits must also be doubled.

Senator Beaubien: If the profits are not dou-
bled the take of the Government will not be
doubled.

Senator Isnor: You say his profits must
double but the Government says his profits
must not increase, prices must not increase.

Senator Beaubien: Did you say that profits
must not increase?

Senator Isnor: Prices must not increase.

The Chairman: There is a built in factor, I
understand, Dr. Smith, of a price increase in
these tables?

Dr. Smith: Yes, in the estimates of revenue
and in the estimates of expenditure in the
bottom line of Table 2, that includes an
assumption for some price increase.

Senator Isnor: May I sue the word “retail”?
Did you say that you have taken into consid-
eration an increase in retail prices?

Dr. Smith: We prepared our estimates on
an assumption of a 2 per cent increase in the
GNP deflator from 1967 to 1975. Within that
framework we applied, on the basis of his-
torical experience, somewhat different rates
of price increase to the major sectors of the
economy. In the consumer sector of the econo-
my, the tendency in the past has been for
prices to increase a little less rapidly than for
the economy as a whole. I think our estimates
for price increases in the consumer expendi-
ture sector to 1975 was of the order of about
1} per cent per year.

Senator Isnor: I will close with this remark.
If the Government says we are not to have an
increase in prices, I do not see how their
revenue is going to double.

Senator Beaubien: Keep the prices down.
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The Chairman: We wish that what the
Government said could come about, but it
does not always happen.

Senator Everett: Dr. Smith, on page 3, you
say that you used an annual rate of growth of
5.5 per cent per year in order to arrive at
these conclusions: You say:

This is a faster rate of growth than is
estimated for the United States and most
other industrial countries and a rate
which is very high by long-term histori-
cal standards for Canada.

Given the present monetary and fiscal restric-
tions, can you tell me at this moment whether
we are sustaining that rate of growth?

Dr. Smith: The charts which I haye would
help to put that matter into perspective.

Senator Beaubien: Let us see the charts.

The Chairman: These would be useful and
we will see them. I suggest that we come to
this later and take Senator Pearson’s question
now.

Senator Pearson: I understand that you say
that the outlook is not very bright, projecting
to 1975. I talked to the Director of the F.B.O.
at the United Nations and he had exactly the
same story.

I wonder, with the population of the world
increasing considerably and rapidly, are we
losing our use of grain and growing some
other type of food. Is that why the projection
looks so poor?

Dr. Smith: No. The main reason is when
one looks at what is developing in produc-
tion and consumption of grains in different
parts of the world—different regions and dif-
ferent countries—one finds that a fairly wide-
spread tendency has emerged for production

to rise more rapidly than consumption, in
many areas.

This has produced the situation in which
we now have, by the latter part of the 1960s,
a good deal more countries who are exporting
grains—have become net exporters—than we
had, let us say, a decade earlier.

Secondly, in the net importing countries
there has been a tendency, again, for produc-
Fion to rise in relation to consumption, so that
imports are not tending to rise as rapidly as
one might have anticipated.

We had some major breakthroughs, of
course, technologically, genetically, in grain
production—in rice as well as in wheat—in
what today is being called the ‘‘green revolu-
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tion”. Apparently that has begun to have 2
significant effect in many countries in provid-
ing a more adequate domestic basis for feed-
ing rapidly-growing populations.

Senator Beaubien: Is that because of bettel
fertilization and that sort of thing?

Dr. Smith: Yes, there has been a wider us€
of fertilizers, too. There are many factors
involved in this. I think that the genetic sidé
of it is perhaps the most important new
aspect, but increased use of fertilizers an
mechanization in farm production in certaif
areas and better organization and manageé
ment of land, more knowledge and skill 0P
the part of the farmers around the worl
about how to grow crops better are als?
involved. There are many factors involved:

Senator Laird: Mr. Chairman, following
that line of questioning, into how much dep’
do you go on specific items? For examplé
take transportation. You consider that on tb¢
basis of the various modes of transportatio?
now in vogue, do you, or do you not consider
the possibility of a change such as the greatéf

use of public transportation in urba®
communities?

Dr. Smith: We have not gone into this I
very much detail, senator. There have b€ "
certain trends and tendencies in the pas
which are taken into account in the way
which we have developed our system for
future. I should think that, with regard to ¢
question of some major changes in modes of
in patterns of transportation, those are no
likely to come quickly or overnight. We ot
not likely to have radical changes over a f€ "
years. We have not attempted to deal in ver
much detail with these kinds of changes:

Senator McDonald: Dr. Smith, in )’03{
paper you have given us projections of GO

ernment revenues now and for the mid-197oi |

You go on to say that you don’t anticipate
Government will be able to institute any ney
major spending programs unless the moné
can be found through the discontinuatio?
some present programs and through m"y
efficiency in Government. Have you doné I
studies that would give us some reason 1o
being in this position? Were the estimates nd
increased expenditures on education 24
increased expenditures for new health a&e
welfare programs underestimated when
programs were brought into effect? ;
Senator Beaubien: o
estimated at all?

Or were they
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Senator McDonald: Yes, that is a good
Question: or were not estimated at all? Surely
€ plans of five and ten years ago were not
Such that it was the intention of the Govern-
Ment of the day to commit itself to programs
t would put it in a position where they
Would not be able to bring into effect new
Tograms over a period of five or ten years
from then. How did we get into this mess?

Dr. Smith: One of the things I might say
about this is that in a field such as education,
Or example, we have been attempting in the
1960s to put a great deal more effort into
Mproving and extending the education of
dnadian young people; into keep them in
Sthool Jonger; into reduce drop-outs—and
>0, at the same time, into accommodating
SInce the beginning of the 1960’s the very
arge bulge in the age group associated with

€ higher education system. In the early

St-war period, we had the largest baby
c°°"1, relatively, of any industrially-advanced
Ountry. The leading edge of this baby boom
A4S now become, in the 1960’s the leading

8@ of a very large rise in the numbers
tio Young people entering into the educa-

N system and the labour force. And we are
- Ying to accommodate this in the education
ys,tem at the same time that we have been
o Ing to encourage a rising number of young-
sinpeople to get more education. That means,
ra ®¢ the numbers will be growing very
lgmdly in terms of enrolments through the
{ 0s, that education expenditures will have

‘€ep rising to accommodate them.

S,"}'lilarly in a field like health, where we

ICipate against a very rapid increase in
enditures associated with the introduction
fuua brogram like Medicare (which was not
they lntrod}xced in 1967, we simply estimated
goVeexDansmn required in expenditures by

Thments to take care of that program.
the Ne of the things we have emphasized in
ty Past, and this may be a useful opportuni-
p‘lbI(? do it again, is that there should be
fo.. Shed in Canada, each year, a five-year
T e ard estimate of government expenditures.

= ‘5_ done in a number of countries and we
thy 1t would be a very useful thing to do in
°_0untry. It does not mean that one is
troge ltted to these in detail or that one is
Qohln Into a pattern, but each year there
fory, be a review which would be carried
si,)n ard a year, and would give some impres-
tupg °f where we were going. The tax struc-
tiﬂn COmmittee has been moving in this direc-
and we ourselves at the Economic

il
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Council have attempted to make a small con-
tribution. This year, for the first time, gov-
ernments as well as larger business firms are
covered in our medium-term investment
survey. The bulk of government expenditures
are covered in those Estimates for five years.
But I think it would be very useful to have
this done in a consistent and continuing way

for all expenditures of all governments in
Canada.

Senator McDonald: Could you give us any
information as to whether there will be a
period in the mid-1970s or before when
expenditures for health, welfare and educa-
tion will peak. If tax revenues were doubled
in the next five years without making provi-
sion for new programs and leaving taxes at
the present rate, when will our growth in the
economy be sufficient to bring in tax revenues
to implement new programs? Will these pre-
sent programs peak at some period and let us
have some money in the bank for new pro-
grams, or will they go on indefinitely?

Dr. Smith: Mr. Cornell may have more
details on this. But again to take the field of
education, the most rapid increase in enrol-
ment in post-secondary levels of education is
in fact now behind us. Roughly, the rate of
increase in enrolment at the university and
non-university  post-secondary institutions
was about 15 per cent per year in the latter
half of the 1960s, and we estimate it will be
around 10 or 11 per cent in the first half of
the 1970s, and somewhere around 5 per cent
in the latter half of the 1970s. We are still
going to have a very high rate of increase in
expenditures in the early 1970s because we
are now talking about the most expensive
level of education where both capital and
operating costs are high; here again we are
trying to develop and build up added facili-
ties in some of the most expensive parts of
education—graduate education, (which is
more expensive than undergraduate educa-
tion), and certain specialized areas such as
medicine, where costs are relatively high.

But there will be a stage in education
where the patterns will change. To provide
perspective on this, we moved from very high
birth rates rapidly down to much lower birth
rates in the sixties. In fact, the total number
of births in Canada declined substantially in
the sixties. Already that is showing up in
falling enrolment in the primary schools. By
the latter half of the 1970’s we will have
falling enrolment in the secondary schools.
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And by the 1980’s we will have much .less
rapidly expanding post-secondary education.

Senator McDonald: Thank you for the edu-
cation, the aspects. Now what about health
and welfare programs, Medicare programs,
hospitalization programs, old age assistance?
Is there a peak somewhere there, or do they
continue to go up forever?

Dr. Smith: I cannot really speak beyond
1975. We have done estimates only that far.

Senator McDonald: Well, ex-'75 are these
costs still going up? Is there any sign of a
peak?

Mr. Cornell: I think we can answer that in
part, senator. Our figures refer to the aver-
age rate of increase over the period 1967-75.
It is very difficult to pin down. We could not
say, for example, there was going to be a
peak reached in 1972 or 1973. What I think it
would be safe to say, however, is that in
certain areas—and health is probably one—if
our assumptions remain the same—for exam-
ple, the assumptions we make regarding doc-
tors’ fees—there will be more pressure on
health expenditures during the early part of
this period than in the later part. Obviously,
if you introduce Medicare, in the earlier
stages your health costs are going to go up
much more rapidly than in the later stages.

This could perhaps be the case, say, for
post-secondary education too. Right now we
are still facing a fairly rapid rate of increase
of enrolment. That rate of increase is eventu-
ally going to diminish sometime in the 1970’s.
As it does, this will give more leeway for
other programs—for example, for pollution
programs—if this is what governments want.

Dr. Smith: Could I make one more com-
ment, and then perhaps Dr. Ostry could add a
comment?

There is one other question that I think is
very important. In this period in which we
have been trying to move to expand our edu-
cational system very swiftly, and to extend
medical care and services quite rapidly, a
great deal of attention has been devoted to
the question simply of expansion—how to
enlal"ge the capacity to provide educational
services and health services. I think we are
moving into a period in which a rising num-
ber of questions are going to be asked as
to how to do some of these things more effi-
ciently. The Council is working in these two
areas, higher education and health services,
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and beginning to ask questions about how 10
provide some of these services more
efficiently.

Senator McDonald: In the areas that have
had medical care the longest—and I think my
own Province of Saskatchewan has probably
had it the longest—there has been no indica”
tion that the cost of Medicare has ever
reached a peak. It goes up by about 15 per
cent a year, and from the projections we havé
it looks as though it is going to go on rising
forever. That being the case, the only way 0
implement new programs in Canada is eithe’

by an increase in Gross National Product of
an increase in taxes.

Senator Beaubien: Tell me, what programé
do you think we have not got now that would
entail more government handouts?

The Chairman: I think I should point ouf
that the statement of Dr. Smith does includ®
more money for two relatively new program®
pollution and urban development. Then !
come to the question of Senator Beaubié®
after pollution and urban development: wh@

are the new programs that we are thinkiné
about?

: Dr. Sylvia Ostry, Director, Economic Cou®’
cil of Canada: I think this brings up i
clearly the last point we tried to make abo¥
the more rigorous analysis of national g02 {
What, in fact, you are saying is that most,o
our goals are pre-empted, and your queS“on
is how much pre-emption is there and no¥
much margin for manceuvre have we got’

I think if we take as inevitable that the
are all pre-empted, we are in a very bad Statf
1qdeed. A great deal more research and plaf‘e
ning goes into the development of a new ¢ o
mix and much harder questions are as*’y
about that than are asked about what out?”
are we getting for expenditures on very rﬂre
idly growing services such as medical €@~
and education. I think this is what the CO%

cil is trying to suggest, that this is an 87
requiring very intensive, careful analysis, a‘n
a good deal of innovation in research and;d
the development of data that will be need
if we are not always to have our goals P
‘empted without a free choice in the matter

The Chairman: This has been a very intefe
esting discussion. Shall we go ahead with "
other part of Dr. Smith’s presentation Of
charts.

(See Appendix “B”)
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. Dr. Smith: This is a set of charts, as I
Indicated earlier, which attempt to provide
Some perspective on the performance of the
Anadian economy in the 1960s. As you may
Tecall, we entered the 1960s with a lot of
€Conomic problems—some very serious eco-
Bomic problems—problems of high unemploy-
Ment, slow growth, balance of payments
S1J‘ains, and widespread poverty and large
Yegional disparities. We also still had inflation
Worries even at that time, and considerable
Abprehension about how the Canadian econo-
My would perform in the 1960s.

In the event, the 1960s have turned out, as
You all know, to be a very different kind of
€cade than many had expected, a decade of
?t‘r‘mg recessionless economic growth, of
Provement in a number of aspects of our
Onomic performance. It has certainly not
been a problemless decade. But in many
Spects I think we have done better than
any people anticipated.
" The charts (See Appendix) attempt to touch
D a few of the highlights of the develop-
;’;ents in growth, unemployment, price per-
l‘mance, some aspects of the anatomy of our
fMand growth in the 1960s, and in the fiscal
3 Stu%-e of governments and monetary expan-
00 in the decade.

The first chart shows real gross domestic
«pmdUCt—a measure of output which is very
0S¢ to that of gross national product.
t}?nad_a and the United States are shown in
€ middle lines in the chart. You can see we
Pei{” slightly more rapidly in terms of total
to 1 output than the U.S. economy from 1961
U 1968 and a good deal more rapidly than the
Nted Kingdom in this decade, although a
Seo deal less rapidly than the Japanese
si,:?“w, which approximately doubled in
= In only seven years.

§ dile.naior Phillips (Rigaud): I might as well
1t

betw my ignorance. What is the difference
€en G.N.P. and G.D.P.?
ditIf):' Smith: The main thing is that there is a
Tence here in the way in which interest
dividend payments between residents and
“Tesidents are taken into account. To
Day: from G.D.P. to G.N.P., you deduct the
Yesig, ents of interest and dividends to non-
de ents and you add the interest and divi-
Payments to residents of Canada.

S
*Nator Phillips (Rigaud): Thank you.

D ’
qi&:‘ Smith: It does not make very much
~“Teénce in the Canadian case.
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The second chart shows, for the same group
of countries, real output per capita. Real
output per capita is often used as a rough
measure of the standard of living. Here you
see very much the same pattern: Japan with
a very high rate of growth in real output per
capita; a lower rate in the United Kingdom;
and with Canada and the United States again
in the centre. In this case, the Canadian and
the United States rate of growth in average
real output per capita was about the same
over this period—a little more rapid in
Canada through the mid-sixties and a little
less rapid than in the United States during
the latter part of the 1960s. I might indicate
that on these two charts, if we had shown the
European Economic Community—which is
another important advanced area—it would
have shown that the standard of living in the
European Community grew at about the same
rate as that in Canada and the United States
in the first half of the sixties, but more rapid-
ly than in the North American countries in
the latter part of the sixties.

One of the reasons for showing the particu-
lar group of countries depicted in this chart—
the United States, the United Kingdom and
Japan—is that these are our major trading
partners—between them, they account for
over 80 per cent of Canada’s total trade.

Senator Beaubien: This seems to have been
all stopped in June of 1968.

Dr. Smith: They are plotted on an annual
basis. At the time we put these together, 1968
was the last year for which we had annual
data for these countries.

Senator Beaubien: Do you think there has
been a significant change in the acceleration
on these different lines since then?

Dr. Smith: I would think the changes in the
United Kingdom and Japan would probably
extend the sort of trends you see here. With
regard to Canada and the United States, the
next charts will carry us through 1969.

The third chart shows the changes in real
output for Canada and the United States,
plotted year over year in the top part of the
chart and quarter over the previous quarter
in the bottom part. Also shown, in lines
across the chart, are the potential growth
rates in the two economies over this period—
5 per cent for the Canadian economy, and 3.8
per cent for the U.S. economy. The higher
potential growth rate for Canada results
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mainly from the fact that in this period the
Canadian labour force grew twice as rapidly
as that of the United States.

Senator Everett: How do
potential growth rates?

you establish

Dr. Smith: This is a calculation about the
output that one could be realized in an econo-
my if you had reasonably full utilization of
resources and increasingly efficient utilization
of resources over time. The latter involves a
measure of productivity growth and is essen-
tially based on the post-war trend of produc-
tivity growth.

You see in Chart 3 that after the 1960-61
recession when the growth rates were quite
low in both Canada and the United States
there was a rather extended period through
to 1966 in which both economies moved very
strongly. Both economies were growing at
actual rates above their potential growth
rates, and in the next chart you will see how
that was possible.

Then in 1967 we had a brief slowdown in
both economies, and a pickup again in the
early part of 1968.

By looking at the bottom of the chart you
can see that in the United States economy,
since the very high rate of growth in the
second quarter of 1968, there has been a
progressive slowing until the fourth quarter
of 1969, when the U.S. economy was in a
virtual “no-growth” situation.

In Canada we have had a much more vola-
tile growth pattern, which is typical of the
past. We seem to have an economy that is
more volatile in a variety of ways than the
U.S. economy. In the second quarter of 1969,
we had a “rogue” quarter, with a significant
decline in real output. This decline shows up
in a wide category of expenditures, but I
think there are some statistical problems with
the measurements here—as well as strikes
and other special factors. However, the basic
position within the Canadian economy is that
it, too, like the U.S. economy although rather
less clearly, is in the process of slowing down.
The fourth quarter figures for 1969 are rela-
tively high, but in part they reflect recovery
of production from various strikes that had
been in process earlier in the year.

Chart 4 shows potential output growth and
actual growth for Canada and for the United
States.

It can be seen that the Canadian potential
growth rate is rising quite steeply—in fact,
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more steeply than that of the United States
because we had a more rapid labour force
growth.

Both economies came into the 1960s with 2
substantial amount of slack. Actual output
was considerably below potential output, and
both had high levels of unemployment.
Unemployment was at about 7 per cent i
Canada in 1961. We had underutilized man-
power, in other words. We also had idle plant
and equipment at that time. Subsequentlys
the two economies grew exceptionally rapid-
ly. You will remember the previous chart
which showed the growth of the two econo”
mies at above their potential rate of growt}
up to the mid-1960s.

The United States economy reached poten:
tial output in the mid-1960s, and then mov
slightly above potential output, and it has
been in that position, under very heaVy
demand pressures, almost consistently sinc€
then, moving slightly below potential output
only in the fourth quarter of 1969.

I might say that these potentials have bee?
calculated on comparable bases for the two
countries.

In the case of Canada we moved up
potential in the mid-1960s, and then moVed
slightly below again, and we have remaineé
slightly below potential in the latter part of
the 1960s.

I have put in one more chart here which ¥
not in the package of charts that you have, t0
illustrate an interesting development in the
United States, reflected in the last report ©
the U.S. Council of Economic Advisers. Th¥®
chart shows the same information for 1
United States as the preceding chart, (out
plotted on a quarterly basis). It shows !
growth of actual output in relation to pote?
tial—the closing of the gap in the first half,o1
the 1960s, moving to slightly above potelfl"‘aft
output in the latter part of the 1960s. Then
extends this analysis to 1975.

This is a new step in the United States. Thﬁ
U.S. Council of Economic Advisers, as ¥
know, is part of the President’s office,
this presentation, in effect, amounts to a v %
on the part of the Administration of b
United States about the particular growth
path which it presumably considers to .
appropriate over the next few years. T
intention, suggested by this chart, is to m° ’
the U.S. economy to a position of slighﬂo
below potential during the course of 197{
keep it slightly below potential during 197ai
and begin to move back towards poten

jewW
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Output in 1972. The implication is that policy

be geared to maintain a small margin of
Slack in the American economy during the
Bext two or three years. This is to ensure that
€Xcessive demand pressures of the kind that
fmerged in the latter part of the 1960s and
helDed to produce considerable price instabili-

Wwill not re-emerge in the near future.

Senator Everett: Does that indicate that the
Pl‘esident will have to take control of the
€deral Reserve Board?

b Dr. Smith: The President, in recent weeks,
as made some cautious comments on the role
Monetary policy.

Senator Beaubien: Dr. Smith, how is he
f0ing to keep wages down? That has an
Portant bearing on the situation.

. Dr. Smith: The expectation is that the wage
nef'eases will gradually moderate in the
Nited States.

sQnator Pearson: There will be greater
ANpower in the next two years than at the

?resent time due to the retirement of troops
'om Vietnam.

Dr, Smith: Yes, there will be some adjust-
Oent. This is not a major factor in a labour
b“e_ as large as that of the United States,
Ut it is a factor.

Cachart 5 shows the unemployment rates in
lpgda and the United States during the
l‘atos' In Canada we started with a higher
Sta: of unemployment than in the United
un €S at the beginning of the decade. Our
thaemployment rate dropped more rapidly
th 0 that in the United States until 1966. It
o (;‘ moved up to about 43 per cent in 1968
un, 1969. In the United States the rate of
idlemployment moved down a little less rap-
thry than that in Canada. In the last two or
deee years, unlike Canada, under strong
g and pressures in the United States, labour

'®ets have continued to be very tight and
aroel’l"'lliﬂoymem; has moved somewhat lower to
m nd 3} per cent. In 1970, the unemploy-
Ae’\t rate in the United States is moving up.
Qetn:he last count, in February, it was 4.2 per

ras.en“Or Laird: Would that be due to the
Yal sityation?

" Dy, Smith: No, it is mainly because the

s omy is slowing down. The demand pres-

notes a.re easing and the labour markets are
Quite so tight as they were.
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The Chairman: I would read the previous
chart, Dr. Smith, as indicating that this cur-
rent rate of unemployment and the amoéunt of
slack indicated would be about maintained.
Would that be so, or would it be greater or
less for the United States?

Dr. Smith: The Council of Economic Advi-
sors in testifying before the Joint Economic
Committee of Congress about three weeks ago
indicated that the rate of unemployment
which they believed would be consistent with
the 1970 path of output in the United States
would be an average of about 4.3 per cent for
this year. For some months it will obviously
be higher than that, but this is their estimate
of what would be the rate of unemployment
consistent with that output.

We now turn to prices. Chart 6 sets out
changes in the gross national product deflator,
in Canada and the United States. In the case
of Canada you can see from those bars
marching up very rapidly to 1966, that we
had a more rapid acceleration of price
increases in the mid-1960s than the United
States did. We had a little bit of falling back
in 1967, and subsequently continued high
rates of price increases, but with some
volatility from quarter to quarter. Again, that
second quarter of 1969 appears to be a
“rogue” quarter, with an unusually high rate
of price increase.

Senator Isnor: Is that good or bad?

Dr. Smith: I do not know. I suspect there
may be some statistical problems. In the
United States, you will see that their price
increase moved up less rapidly than Canada’s
in the mid-1960s, but continued to rise in the
latter part of the 1960s. It has been only in
the latter part of 1969 that prices appear to
have stopped rising in the United States.

Chart 7 shows the consumer price index,
which is another widely used measure of
price changes. The main part of the chart
shows, in index number form for the 1960s,
the price increases that have taken place in a
variety of countries. You will see that, for
this decade as a whole, even though our price
increases were high, and obviously of very
great concern, for the decade as a whole the
Canadian-U.S.-West German price increases
have been somewhat less than those in some
other countries.

Italy, France and the United Kingdom all
had larger price increases in the 1960s. Japan,
with its very high growth economy, has had
the fastest rate of increase in consumer
prices.



4:42

The Chairman: It started from a low base
in 1961, is that right?

Dr. Smith: We put them all on an index
number basis, starting from 1961, showing the
changes since then.

The insert chart shows the consumer price
index for United States and Canada on an
index base of January 1968 equal to 100. In
this period you can see the consumer price
increase in Canada has been slightly less than
that in the United States.

Chart 8 attempts to show something of the
anatomy of the expansion in demand in the
1960s, by indicating the contribution which
major categories of demand—exports, busi-
ness investment, Government spending on
goods and services, and consumer spending—
have made to the growth in total demand,
year by year in the 1960s.

There are two major categories missing
here—imports and housing. If they had been
shown, it would be possible to add up all the
bars to equal the height of the bottom bars in
the chart. The aim, in other words, is to
indicate what contribution each sector of the
economy has made to the increase in GNP.

In the 1960s, export increases have been
very high in Canada and they have contribut-
ed very substantially to the growth in the
economy. They have made a much more sub-
stantial contribution to growth than was the
case in the late 1950s. The surge in exports in
the 1960s—perhaps especially through the
early 1960s—was related to the devaluation of
the Canadian dollar, which had a significant
stimulating effect on exports. But even in the
latter part of the 1960s we may still have
been getting some favourable effects from
devaluation—sometimes devaluations take a
long while to work their way through the
system.

In the second line—Business Investment—
you can see that in the 1961 recession we had
a decline in new business investment. We
moved, starting in 1963, into a major business
investment boom through 1965-66. There was
then a year of cut-back again and subsequent
re-emergence of some expansion. Business
investment has historically tended to be the
most volatile of the major components of
expenditure in the system and it has main-
tained that record in the 1960s.

In the case of governments, the contribution
they were making to the demand on the
economy was high in 1961, but then fell off
somewhat before moving up very strongly in
the mid-1960s. So if you look at those top
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ihree panels together, considering the contri
butions they made to the growth, you can se€
that exports cut in as one of the early enginé$
of growth in the expansion over the first half
of the 1960s. This was followed by busines
investment which moved in, then, as the
second strong supporting factor in growth
and then just as the economy was beginning
to near potential output governments came i
as a strong factor.

In the case of personal consumption expen”
ditures, after the low contribution of consum”
ers in the recession of 1961, consumer expel”
ditures have remained relatively steady i?
terms of their contribution—a high and stabl®
contribution—to growth.

Chart 9 is a similar chart for the United
States. We have omitted exports here becausé
they make a very much smaller contributio?
to growth in the United States than i
Canada. The patterns for the other threé
major categories are somewhat similar
those in Canada. In the United States agai?
you can see the business investment boom ©
the mid-1960s. a falling-off in 1967, and som®
subsequent build-up again. In the case of g0V’
ernments, a later and relatively much strong
build-up of total government expendituré®
occurred in the United States than in Canad®
especially in 1966-67. Again, in the Uni
States, there was, on the whole, a fairly high
and stable contribution to growth by persond
consumption expenditures.

Senator Isnor: What is that value change?

Dr. Smith: These are percentage figuré”
senator.

L
_ Senator Isnor: What does the word “valu®
indicate?

Dr. Smith: The top of the bar is the val!
of total output. In other words, the toté!
height of the bars show the percenta.d
Increase in current dollar GNP, and the soll
part of the bars shows the percentd®
Increases in volume terms—that is, in ¢©
stant dollar terms. The difference shows
contribution of price change to the curre”
dollar GNP growth; you can see that in t
United States in the last three years Pf*”
increases in volume terms—that is, in coﬂd
in the total current dollar GNP increases, ar
the “volume” increases have not been ver!
high.

Chart 10 needs something of a preamble'
It attempts to portray the fiscal position of uld
levels of government combined that WO

the
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have occurred in Canada and the United
States if each had operated at potential
Output during the 1960s. This is what is
Meant by the “full employment budget” posi-
tion, The full employment budget position
€re is defined as the fiscal balance that
Would have been realized with actual levels
f government expenditure and the tax reve-
Nues that would have been generated at
Potential output. In other words, with a full
®Mployment output level in the system. This
COncept helps to indicate what might be
:alled the “fiscal tilt” towards restraint or
OWards stimulus in the economy that would
Xist at potential output—and hence, whether
ofe fiscal posture may be tending, in the case
i a deficit, to push the economy above poten-
al output or, in the case of a surplus, to hold
ue economy below it. I might say that the
Nderlying data for this chart include the
SVenues and expenditures of the Canada and
Uebec Pension Plans and, for both countries,
eeey are based on the national account con-
tupts of Government revenues and expendi-
exres’ Although the latter unfortunately
o udes certain government financial tran-
act1.0ns which may have considerable eco-
:mlc consequences, the national accounts
g tesentation of the government sector
theempts to provide systematic coverage of
€conomic effects of government revenues
€Xpenditures.

this‘ehator Phillips (Rigaud): Of what use is
S t0 a layman like myself, Dr. Smith?

int?' Smith: I was going to try to do some
= Orpretatlon for you. Let us look at the U.S.
emnomy first. In the earlier 1960s this full
N Ployment concept indicated that the United
€S economy was operating with a moder-
s'-11"plus in its fiscal posture in these terms,
Ernt'hls beca.me an increasing source of con-
ang In Washington, as the economic advisors
in thothers felt that there was a built-in bias
the © SYstem, at a time of substantial slack in
€Conomy, against moving up towards
Otial output. It took some considerable
efore, in 1964, a major tax cut was
redUCed in the United States. That began
an t}‘;ce Fhe full employment budget surplus,
.2€n in 1965, especially with the stepped
Xpan_OIVement in Vietnam and very large
) ®Nditure  increases—particularly, very
t 8e Mmilitary expenditure increases—the U.S.
to . Mployment budget position swung over
Very substantial deficit in 1967. By that
ﬂng: the setting of the U.S. economy—the
Posture setting—was one which was

Dot
i
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tending strongly to push the economy above
potential output. That became an increasing
source of concern, starting as early as the
latter part of 1965, through 1966 and 1967 but
it was not until the United States Revenue
and Expenditure Control Act in June, 1968
that a major increase in taxes was intro-
duced. This, together with the government
expenditure restraints which began to emerge
in the United States at that time, led to a
swing back onto a small surplus position by
1969. In short, in the United States there have
been serious questions about the U.S. fiscal
posture—both about the earlier full employ-
ment surplus at a time of considerable slack
in the economy and about the full employ-
ment budget deficit at a time when there was
considerable pressure on the economy later in
the 1960s when the economy was above
potential.

In the Canadian case we see a very differ-
ent pattern. In the early 1960’s we had a full
employment budget position in which there
was a small deficit at a time when we had a
good deal of slack. By the mid-1960’s we
moved to a moderate full employment budget
surplus at a time when price increases were
accelerating, and during the latter part of the
1960’s, supported by the introduction of the
Canada and Quebec Pension Plans, we moved
up to a quite substantial full employment
budget surplus in the economy. This magni-
tude of this full employment budget surplus—
at around three per cent of the Gross Nation-
al Product—is about the same as we had
(measured in the same way) at the time of
the Korean War, but still significantly below
the full employment budget surplus of 1947
when we were very worried about the emer-
gence of strong inflationary pressures.

Senator Phillips (Rigaud): I would not like
you to cross-examine me on that.

Dr. Smith: The full employment budget
position is a difficult concept senator, and yet
it is a very useful concept to start with. It
does not tell you everything about the fiscal
position in a country, but it tells you a good
deal about what the underlying fiscal posture
really is like. In a fuller appraisal of fiscal
policy, one would want to supplement this by
looking also at the borrowing and lending
operations and other things not included in
this calculation, and one would want to look
too at the rate of increase in expenditures and
revenues. It is quite possible to have a sur-
plus position that is unchanged and still have
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some expansionary effects, if both expendi-
tures and revenues are rising very rapidly
together—since quite frequently the expan-
sionary impact of government expenditures
hits homes on the economy more quickly than
the restraining effects of increased revenues.

Chart 11 shows rates of expansion of the
money supply broadly defined for Canada and
the United States during the 1960’s.

You can see, for Canada, after the brief
period of monetary restraint in 1962, when
we had an exchange crisis and a return to a
fixed exchange rate in May in 1962, both
Canada and the United States had roughly
equivalent measures of monetary growth in
that period.

In 1966, both countries applied monetary
restraints, but back away from them in the
latter part of 1966; and in 1967 and 1968 both
countries had quite high rates of monetaljy
expansion. In part, the very high rate in
Canada during that period was related to the
introduction of new banking legislation which
had some effects that tended to encourage a
rapid expansion of the money supply. Then
you can see, very dramatically, both countries
applying very vigorous monetary restraint in
1969, with almost no change in the money
supply.

Senator Isnor: But it did not have any
effect on the exchange, did it?

Dr. Smith: The Canadian...?
Senator Isnor: The Canadian dollar.

Dr. Smith: No. By and large, Canada’s
international payments position has been
quite strong in 1969.

Senator Isnor: But it did not affect the rate
of exchange?

Dr. Smith: We have a fixed rate of
exchange. Now we are on a system in which
we have small margins to fluctuate around a

fixed rate under the International Monetary
Fund arrangements.

Senator Everett: Dr. Smith, Chart No. 4,
the actual and potential GNP of Canada and
the United States, and also Chart No. 5, the
unemployment rates indicate that we are well
below our potential—that is, at the latest
moment on that chart, which I imagine is
somewhere just after half way through 1969
—and also that our unemployment rate is
considerably higher than the U.S. If that is
the case, why would we put on a monetary
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and fiscal crunch that is far more vigorous
than that of the United States?

Dr. Smith: I cannot answer that questioh
senator.

Senator Everett: I can understand that you
cannot. Do you think, in light of these stati_S'
tics, that we are being a little too vigorous 1P
Canada in our restraint?

Dr. Smith: Perhaps I could answer bY
indicating that when the Economic Coun¢
looked at this matter at the time of its Sixth
Annual Review last year it could then se€é
that our general demand restraint policies
both fiscal and monetary, were moviné
towards positions of very vigorous restrail
At that stage we in effect put out a warning
that this was something that would need ¢
be watched with considerable care. Th¢
recent degree of restraint is not sustainabl®
for a long period of time without producin_g
poor performance in the economy. The pos*”
tions of restraint would have to be shifted 2
sometime. The question of the timing of sh!
is a very difficult one and the Council did no!
pretend to have any answer about the appr?
priate time of shift.

Senator Everett: As I understand it, sin
you made that statement the Bank of Canad?
has moved to restrict the money supply to &%
even greater extent. Now the Government hads
projected increased budget surpluses, 3n.t
has now moved into consumer cred
restraints, and in certain hot spots that the}
have designated, into the deferment ot
appreciation. It therefore seemed to me thae
the crunch is far worse today than at th
time you made the statement.

This Government is being far more vigol;
ous than the American government. Wl’}ee
you look at these figures, which I imag_me
would be the figures obtaining about the 'flm
you made that statement, the Americ?
economy was very close to its potential
the Canadian economy was running ab?
three-quarters of the way below its potengik’
that it was running in 1961 when we e
about the great slack in the Canadl
economy. 5

I shall come to a question sooner or laté
but I want to go back to the fact that y(;n
projected a 5.5 per cent per year growth s
the economy. You have this tremend? i
restraint, and I am given to understand "1? &
in monetary restraint there is about a Slﬂl‘
month lag from the time the central b2
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Changes its direction before the economy feels

€ effect. If we are below our potential when
We start, if our restraint is greater and if we
.ave to suffer a six-month lag, does that not
Indicate that in the early stages, that is the

St year, we may not enjoy a 5.5 per cent
8rowth but a very different and much lower
8ure? If in the five-year projection you are
fompounding that rate you seriously affect
:hat rate in the first year, the compounded
ffect of the short-fall becomes a very grave
8ure in 1975. Would you say in your judg-
Ment that the restraints are perhaps too vig-
var°US for the conditions that obtain today,
ind that they may seriously affect the projec-
t"ns because of the compounding effect, so
i aft the economy has an enormous short-fall
N its potential by 19757

¥ Dr. Smith: In responding to your question,
fhator, may I say first of all that as the first
€ Years of the 1960s demonstrated, even if
%U have some slack to start with, you can
y°Ve close to potential over a number of
Sars. But we are inclined to suggest in the
o Nomic Council that the appropriate ap-
Drgach in terms of policy is to try not to
. d.llce a situation in which you create either
Isistent pressure against potential, such as
the United States had in the late sixties, or
slackemergence of a significant amount of
Slacr If we produce a significant amount of
¢k, the danger arises that there may be a
SUChency for a very fast catch-up later om,
Miq as the kind we actually had around the
~1960s. In those circumstances, there is a
Dr;lsger that_ another round of inflationary
tig Sures might be set loose. There is a ques-
si oo, that if you run an economy with a
indi; Ccant amount of slack, it may have some
ate €ct effects on your potential growth
—May tend to reduce it somewhat. In the
tiOns}f'll we are trying to look into this rela-
is lik Ip more closely. I do not think the effect
lap ely to be very large unless there is a
8¢ amount of slack which is maintained for
faiong period of time, but there could be a
@mount under those conditions.
thy Be basic question which you raise is, I
Very much at issue. This is the same
REVi Of question which we raised in our
QUrr:w last year—that the high degree of
Wato Nt demand policy restraints needs to be
o ed with very great care. If we should
al‘ise:ce a large amount of slack the danger
Yeve, that there will be a sudden and major
w%lgal‘policy to a stimulating posture; this
glve rise to possible dangers of another

king
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round of pressures and distortions in the
system.

The Chairman: I take it, Dr. Smith, that
one of the factors in the Canadian economy is
also our regional disparity which reacts dif-
ferently to general measures taken, dealing
with the amount of fiscal policies.

Dr. Smith: Yes, when the economy slows
down in a major way and moves to a position
of substantial slack, and unemployment rises,
the costs are borne very unevenly in the
system. In the case of the unemployed, it is
those among the disadvantaged which tend to
be most affected and similarly the weaker
regions of the country tend to feel the impact
of the slowdown most dramatically.

The Chairman: Are
questions?

there any other

Senator Evereti: I do not want to involve
Dr. Smith in any political problems.

Dr. Smith: I hope not.

Senator Everett: I am sure that I won’t. 1
just want to say that he has, in the past and
once again, warned of this matter of restraint
which has to be watched carefully. If I were
sitting in his shoes I would go much further
and say that the time has come to change
direction, that we started with an economy
that was slacker than the United States and
with a higher employment rate. We have
been far more vigorous in trying to restrain
it. Are you prepared to go as far as I am
going to say that the direction should be
changed, and that the time has come...

Dr. Smith: No, I am not prepared to make
that statement. I emphasize again that the big
levers are not adequate in themselves. We
need to have a much fuller range of weapon-
ry for stabilization purposes, and if we had a
fuller range of other things we would prob-
ably need to use monetary and fiscal policy—
which are blunt, heavy, and powerful instru-
ments—perhaps less than we have in the past.
But, in operating major levers of policy there
is a great deal of information that one needs
to have in order to make decisions as to
timing of changes, and we in the Economic
Council do not have that information at the
present time.

In such an area as monetary policy we have
indicated a general strategy in the past which
we thought appropriate as a basis of mone-
tary policy operations—one, incidentally, that
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for its effective operation, would have to
depend upon a roughly similar strategy oper-
ating in the United States. But, we have
provided a great deal of scope for tactical
departures from that strategy when dealing
with a practical situation in which we have
very large international payments transac-
tions and financial markets of a very volatile
nature. One has to have a range of detailed
financial information which we do not have
in the Council to make the kind of judgment
you were wondering whether I would make.

Senator Everett: In chapter 3 under the
heading of “Poverty” you referred to two
courses that could be followed in the mid-
70’s. The Special Committee of the Senate on
Poverty is constantly faced with the idea of a
guaranteed annual wage, or a negative
income tax. Would the Council be able to
provide any figures that would show how
much the guaranteed annual wage would
likely cost, and how much it would save in
the present welfare payments? If this is to
become a recommendation of the committee
then before any government can make a
move it will be necessary to have that kind of
financial information.

Standing Senate Committee

Dr. Smith: We in the Economic Counci
have not made such estimates, although theré
have been two or three studies made private
ly. Mr. Thiir, the new Vice-Chairman of the
Council, made some estimates along thesé
lines some time ago before he joined the
Council, and there have been some others
They indicate that the magnitude would b€
quite large. If I recall, the amounts would b€
considerably over and above the amount of
the present payments.

Senator Everett: Perhaps it is somethiné
that you could give consideration to.

Senator Leonard: They can deal with tha!
when you call them before the Committee o
Poverty.

Dr. Smith, I want to thank you and your
colleagues and associates on behalf of th¢
committee for a very interesting and delight’
ful morning. Your presentation has adde
much to our knowledge of Canada’s economi¢
position. We are very grateful to you.

The committee adjourned.
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CHART 1

Canada has enjoyed a high rate of economic growth, free of recession,
8ince 1961, Its rate of growth has been higher than that in the United States,
Mainly as a result of a faster rate of expansion in its labour force. Over the
Seven years from 1961 to 1968, the rate of growth in the volume of output in
Canada has been about twice that of the United Kingdom, but only about one-half
Of that of Japan. (The United States, the United Kingdom and Japan are Canada's
Major trading partners, and together now account for over 80 per cent of Canada's

nternational trade.)

SHART 2

————

The patterns of growth in real output per capita -~ a rough measure of
the average real standard of living -- are similar to those in the growth of total
Teal output in the 1960's. Real per capita output ros= less rapidly in the United
Kin8dom and considerably more rapidly in Japan than in Canada in 1961-68,
J‘.)‘ll‘ing these seven years, real per capita output grew at about the same average
30nual rate iu Canada and in the United States -~ somewhat more rapidly in Canada

P to the mid-19€0's, and somewhat less rapidly in the latter part of this decade.

SHART 3

Gver the period 1962-66 both Canada and the United States achieved growth
Tateg of real output that were above their potential vates of increase (potential
Sutpyt rose at average annual rates of 5 per cent in Canada and 3.8 per cent in
the United States in the 1960's). This was possible because both countries had
: Substantial amount of slack in their economies early in the decade. The pause
i 1967 was foliowed by another upturn in the rate of growth, an upturn that lasted
tat) the second quarter of 1968 in the United States and until the final quarter of
‘968 in Canada. The subsequent U.S. decliue culminated in a no-growth position
" the last quarter of 1969, In Canada the pattern has been more uneven, but the

e
fent slowdown is nevertheleas evident.
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CHART 4

On the basis of broadly comparable estimates of potential output in Canada
and the United States for the 1960's, it is clear that actual output was well below
po‘ential at the beginning of the decade. A very high rate of actual growth was
possible over the first half of this decade as economic slack was being reduced.
By the mid-1960's, both countries were approaching potential output. Since then,
under strong demand pressures, the U.S. economy has consistently remainad
slightly above potential until the latter part of 1969; in contrast, the Canadian

economy has remained slightly below potential since 1966.

CHART 5

The unemployment rate wae higher in Canada than in the United States in
the early part of the 1960's but declined more rapidly than that in the United
States in 1961-66, Subsequently, the Canadian rate has moved up to over
4 1/2 per cent in 1968 and 1969, while the U, S. rate continued to move down to
about 3 1/2 per cent,

CHART 6

Measured by the Gross National Product Price Index =~ the most compre-~
hensive measure of prices -~ price increases accelerated more rapidly in Canad?
chan in the United States through 1966. Since then, Canadian price increases
have remained generally high, aithough there has been considerable fluctuation
in quarter-to-quarter changes. In contrast, prices have continued to acceleraté

in the United States until the latter part of 1969,

CHART 7

Measuzed by the Consunier Price Index, Canadian and U.S. price in-

creases in the 1960's have been lower than those in most other large OECD
countries. Since January 1968, Canadian increases have been slightly less than
those in the United States,
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CHART 8

——

This chart showr the anatomy of demand growth in the 1960's; for each
year the component bars in the top four panels would add up (if housing and im-
Ports were also included) to the GNP change shown in the bottom panel. The
1962-66 surge in demand began with exports, followed by a business investment
boom, and then by a sharp rise in government spending., In 1965-66 all three of
these components rose strongly. Business investment, as in the past, has been
the most volatile component of demand. Exports have remained exceptionally
Strong throughout the 1960's. Consumer spending has also remained consistently

Strong since the 1961 recession.

CHART 9

The major sources of demand strength in the U.S. economy up to 1965
Were business investment and personal expenditures. Subsequently, goverrment
Spending (especially military spending) emerged as a major expansionary force,
One that was relatively much more important than in Canada. As in Canada,
businecs investment has been the most volatile component of demand, and con-

Sumer spending the most stable component.
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CHART 10

The Chart attempts to portray the surplus or deficit position of all levels
of government combined, that would have occurred in the Canadian and U.S.
economies if each had operated at potential output during the 1960's. The
fall-employment-budget position has been defined here as the fiscal balance
that would have been cealized with the actual levels of total government expendi-
tures and the tax revenues that would have been generated by the existing tax
structure at a full-employment level of output. This concept helps to indicate
any "fiscal tilt" towards restraint or stimulus that would exist at potential
outout -~ and hence, whether the fiscal posture may be tending, in the case of
a deficit, to push the economy above potential output; or, in the case of a surplus,
to i’xold the economy below it. The underlying data for the Chart include the
revenues and expenditures of the Canada and Quebec Pension Plans; and for both
countries, they are based on the National Accounts concepts of government
revenues and expenditures. Although the latter unfortunately exclude certain
government financial transactions which may have considerable economic conse~
quences, the National Accounts presentation of the government sector attempts

to provide a systematic coverage of the effects of government revenues and e~

pznditures on the economy.

In the United States, there was a significant full-employment-budget
surplus in the early 1960's when the U.S. economy was still well below
potential, This became a matter of increasing concern, leading to a major U.S.
federal tax reduction in 1964. The latter was foliowed, in turn, by an ac-

celerated advance in government spending (especially federal military spending)

beginning in 1965, which contributed to the emergence of a substantial full-
employment-budget deficit. The major U.S. tax increase in 1968, together with

government expenditure restrainis, helped to bring about a small full

-employment'
budget surplus in 1969. In Canada, there was a small full-employment-budget
deficit in the early 1960’

8 when economic slack was most pronounced, a modera®®

full-employment-budget surplus in the mid-1960's when 16 ThrehiEd Were
accelerating, and a sharp rise in the f“u‘emPIOYmeut-budget surplus in the latter
part of the 1960's (supported in part by the introduction of the Canada and Quebec¢

Pension Plans).
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CHART 11

Year-to-year percentage changes in the money supply (broadly definz2d) in
Canada and the United States followed a roughly similar pa2ttern in the middle-
1960's, after Canada emerged from the 1962 exchange crisis. The tight-money
Policies of 1966 were followed bv substantial expansion in money supply, in 1967
“nd 1968 (in Canada, this was partly associated with the introduction of changes
4 banking legislation). In 1969, vigorous monetary restraint was applied in both

Countries.

Queen’s Printer for Canada, Ottawa, 1970
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Second Session—Twenty-eighth Parliament

1969-70
THE SENATE OF CANADA
PROCEEDINGS
OF THE
STANDING SENATE COMMITTEE
ON

NATIONAL FINANCE

The Honourable DOUGLAS D. EVERETT, Acting Chairman

No. 5

THURSDAY, APRIL 9th, 1970

Third Proceedings on the Estimates

laid before Parliament for the fiscal year ending March 31, 1971

WITNESSES:

Department of Regional Economic Expansion: Mr. Tom Kent, Deputy
Minister; Mr. D. Franklin, Director General of Evaluation and
Administration.
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THE STANDING SENATE COMMITTEE ON NATIONAL FINANCE
The Honourable T. D’Arcy Leonard, Chairman

The Honourable Senators:

_Aird Grosart McDonald
Beaubien Hays McLean
Benidickson Isnor Nichol
Bourget Kinley Paterson
Bourque ; Laird Pearson
Desruisseaux Leonard Phillips (Rigaud)
Everett MacDonald (Queens) Phillips (Prince)

*Flynn *Martin O’Leary (Carleton)
Fournier (Madawaska-  Methot Sparrow

Restigouche) Molson Walker—(28).
Gelinas

(Qudrum 7)
* Ex officio members: Flynn and Martin.




ORDER OF REFERENCE
Extract from the Minutes of Proceedings of February 12th, 1970.

“With leave of the Senate,

The Honourable Senator Martin, P.C., moved, seconded by the
Honourable Senator Langlois:

That the Standing Senate Committee on National Finance be author-
ized to examine and report upon the expenditures proposed by the
Estimates laid before Parliament for the fiscal year ending 31st March,
1971, in advance of Bills based upon the said Estimates reaching the
Senate;

That the Committee have power to engage the services of such
counsel and technical, clerical and other personnel as may be necessary
for the purpose of the inquiry; and

That the Committee have power to sit during adjournments of the
Senate.

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

ROBERT FORTIER,
Clerk of the Senate.

21380, 3
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MINUTES OF PROCEEDINGS

THURSDAY, April 9, 1970
(5)
Pursuant to adjournment and notice the Standing Senate Committee on
National Finance met this day at 10.30 a.m. for the further consideration of

the Main Estimates laid before Parliament for the fiscal year ending March
31st, 1971.

Present: The Honourable Senators: Aird, Bourget, Everett, Hays, McDonald,
MecLean, Nichol, Pearson, Phillips (Prince), and Sparrow.

On Motion of the Honourable Senator McDonald, the Honourable Senator
Everett was elected acting chairman.

Ordered:—That 800 copies in English and 300 copies in French of the
proceedings of the Committee be printed.

The following witnesses were heard:

Mr. Tom Kent, Deputy Minister, Department of Regional Economic
Expansion;
Mr. D. Franklin, Director-General of Evaluation and Administration.

At 12.35 p.m. the Committee adjourned to the call of the Chairman.
ATTEST:

Gérard Lemire,
Clerk of the Committee.
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THE STANDING SENATE COMMITTEE ON NATIONAL FINANCE
EVIDENCE

Ottawa, Thursday, April 9, 1970

The Standing Senate Committee on Nation-
Finance, to which was referred the Esti-
Mates laid before Parliament for the fiscal
yeasro ending 31st March 1971, met this day at
.30 a.m.

Senator Douglas D. Everett (Acting Chair-
Man) in the Chair.

The Acting Chairman: Honourable senators,
We are here to consider the Estimates of the
Partment of Regional Economic Expansion.
.We have with us Mr. Tom Kent, Deputy Min-
T and Mr. Franklin, Director General of
Valuation and Administration. You have
efore you a copy of the Estimates taken
from the blue book Estimates for 1970-71 for
e Department of Regional Economic Expan-
Slon. The objectives of the department are
described on page 20-8. The objectives of the
ape Breton Development Corporation, which
®mes under the department, are described at
Dage 20-18. The National Capital Commission
Program is described at page 20-22.

Y_'Ou also have before you a document
wh_lCh has been filed by the department
oh_lch I believe explains in greater detail the
& el::;:tives and undertakings of the depart-

of()ne of the reasons for asking the officials
the department to attend is that the Esti-
q tes show that the expenditures of the
®Partment will increase by $75 million, from
1972 million in 1969-70 to $267 million in
o, 0-71. I believe this is one of the depart-
€nts which was exempted from the Govern-
ent’s freeze.
mI Would ask Mr. Kent if he would care to
reﬁke an opening statement and give special
frence in his statement as to why the
sOCrease is necessary. We would also like
Rm_e information on the operation of the
e§1_°hal Development Incentives Act and the
theclal area designation which was made by
“'® minister in March of this year.

Mr, Tom Kent, Deputy Minister, Depari-

?hent of Regional Economic Expansion: Thank

you, Mr. Chairman. You have referred to the
two substantial reasons for the increase in the
department’s expenditures. This is, of course,
the first year of its operation as a department
fulfilling new programs and policies decided
on by the Government. As you know, the
department legally came into existence on
April 1, 1969. Inevitably, of course, at that
point the programs were substantially a con-
tinuation of previous ones, but what is re-
flected now in these Estimates is the first year
of hopeful fulfilment of the new programs.

Those are essentially two: one is the much
changed industrial incentives program which
has produced, indeed, an increase of expendi-
tures of quite substantial magnitude. We esti-
mate that within 1970-71 the actual expendi-
tures under the program will be about $20
million more than the expenditures under the
previous program. I should say that the nature
of the industrial incentives program is that
actual expenditures lag appreciably behind
changes in policy. This is because the form of
the incentives is that the Government makes
an offer to provide an incentive related to the
capital costs of establishing, expanding or
modernizing a plant in one of the designated
regions. The actual payment of the incentive
takes place when the plant comes into com-
mercial production. To be precise, 80 per cent
of it is paid then and 20 per cent is held back
until it has been in operation for three years.
Obviously, therefore, the actual payments in
any one fiscal year reflect the offers made and
accepted some time previously. The interval
varies a great deal according to the scale of
the plant and how long its planning and con-
struction phase has been. The average dollar
would be paid out something like 18 months
to two years after the offer is made and
accepted. Even so, because of the increasing
tempo of the program we do expect that in
this fiscal year expenditures will be increased
by about $20 million.

The other main program which was adopt-
ed to combat regional disparities was what
we called the special area program or infras-
tructure program which consists essentially of
the making of federal financial contributions

532
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to the carrying out by provinces and
municipalities of necessary public works
which are essential to the economic growth of
the areas concerned. As you know, that pro-
gram, starts this month. Twenty-two special
areas in this sense have been designated, and
in virtue of that designation quite substantial
sums will be spent this year on the financing
of roads, sewers, water systems, schools,
industrial parks, servicing of land, and so on.
This will involve expenditures of a type
which have been made in the past on a small
scale, mainly by the Atlantic Development
Board. There will be an increase of about $50
million in those expenditures.

Those two items, Mr. Chairman, account
for most of the increase to which you re-
ferred. Approximately $20 millions more for
industrial incentives and $50 millions under
the new infrastructure programs are the
sources of the increases. There are minor ups
and downs and other expenditures, but for
all practical purposes that is the essential
change. I can go into detail now, but perhaps
it would be more appropriate if I did so in
response to questions.

The Acting Chairman: Is that the wish of
the honourable Senators?

Yes.

The Acting Chairman: We will proceed to
questions.

Hon. Senators:

Senator Hayes: Since this program has
been initiated what is the result of some of
the early programs?

Mr. Keni: I suppose the most concrete
results that we can point to so far is that in
1969 we were able, under the combination of
the new legislation and the previous industrial
incentive legislation, which did remain in
force until December 31st of last year to
make offers of industrial incentives which
will involve employment in the plants, when
they come into commercial production, at a
rate over four times what the rate of approv-
als under the old program had been in 1968. I
do not have the precise figures with me, but
the order of magnitude is that the jobs
involved in approvals under the previous pro-
gram in 1968 had been 5,300. As you will
recall, the new programs came into force July
Ist. This reflects just the first half year’s
operation. Under the two programs together
the jobs which will be created when the
plants come into commercial production,
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which is the result of approvals in 1969, will
be 22,000, somewhat more than an increase b¥
four times.

The infrastructure programs only come int0
effect as of this month. Obviously we cannot
claim results from those at this point. The
first immediate result is to enable the prov-
inces chiefly concerned to carry out a sub-
stantially larger volume of capital works than
they could possibly do with their own finan-
cial resources this year. The purpose of the
program is to make probable things that Ot?‘
erwise could not happen and which
undoubtedly have a very considerable
immediate impact on the level of activity ©
provinces such as New Brunswick and New-
foundland. Of course, if the projects are suc”
cessful they will very much increase the
chances of long term economic growth in the
special areas.

Senator Hayes: Have you got any particd”
lar programs in Newfoundland, New Bruns
wick, Saskatchewan and Alberta? The pro”
gram has been in long enough to justify the
expense. How many dollars have we put i
it and is it now competing? I am just wondeX”
ing about the wisdom of it.

Mr. Kent: These are new programs in the*
present form. Some of them are derived fro™
previous ones, but the industrial incentiV'
program in its new form is a very gifferent
one from the previous one. There is no doubt
at all that the previous one had some succe®
in increasing employment and econom
growth. And I think the figures that I hav®
quoted for what happened in 1959 do illuS
trate the very considerable impact of the D€¥
program in terms of employment. The fundat
mental purpose of the department is th?
employment opportunities—economic gl‘owth
yielding employment opportunities—should bz
better distributed across the breadth of tP
country than would take place in the abse®
of these programs.

The criteria of whether or not the depart:
ment’s programs are successful will be whet?
er the ratio of unemployment in what et
now the slow growth areas declines relat! 5
to the ratio in the prosperous areas of tho,
country. We are not responsible for the abs :
lute level, but we are trying to close the gali’s
The overall national level of unemploymen d
of course a function of government policy o
economic circumstances as a whole, The PY 9
pose of our programs is to narrow the gave
between the unemployment rate in what ha
been the slow growth regions, compared W'
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the prosperous regions. But the ratio of

Unemployment itself is not an all together

adequate measure. One knows very well,

from a western Canadian point of view, that
there are other measures. One is the rate of

Participation in the labour force. If employ-

ment opportunities are inadequate the effect is

at fewer people and specifically fewer

Women will be making any effort to get into

the labour market; they cannot, and so are

Not recognized as being even candidates for

1. Therefore, in addition to the actual unem-

bPloyment rate there is also bringing more

C_losely together the percentage of participa-

tion in the labour force, which in the Mari-

times especially is very much lower than in

Ontario.

The third measure concerns under-employ-
Mment and low-productivity employment, for
Which the best statistical evidence is the pro-
Portion of households where the level of earn-
Ings is below whatever one likes to take as a
Doverty level or something of that kind. So

€re are really three indices which Mr. Fran-

in, who is in charge of evaluation and
Nancial matters generally, will be using to

Bauge the effectiveness of the program. They

are ga]l relevant. They are: the extent to

Which the ratio of unemployment in slow-

8rowth regions is brought down closer to the

National average; the extent to which the

Tatio of participation in the labour force is

Taised closer to the national average and the

€xtent to which the ratio of households where

farnings are below, say, $4,000 a year—the
€xtent to which that ratio in the slow-growth

Tegions is reduced, so that it is closer to the
€vel of the prosperous regions.

b Now, those are the criteria. We have not
€en in operation long enough with the new
Tograms to give any evidence as yet of their

¢ Ccess, except the evidence I quoted earlier,
hat even in the transitional phase, which is

We were in last year, certainly we were
ireating new employment at a much faster
ate than before.

lSGnator Hays: I am thinking of—this is the
n Program and would probably be in the
lne program—Canada Wire and Cable. For
thstance, they decided to build on a place on
€ British Columbia border between Alberta
d British Columbia in the Pincher Creek
€a. T was up there not so long ago and the
actOry looked as if it were empty. Do you
t P track of these programs? This goes back,

&I‘emay be, to 1965. This was a slow-growth
a,

W
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Mr. Kent: At the time, it received assist-
ance under the old program, did it?

Senator Hays: Yes. I wonder if you have
any inventory of this particular program and
I wonder whether you could say—it was a
really bad one—did the Canada Wire and
Cable feel sorry they took advantage of the
program?

Mr. Kent: I cannot speak on the specific
case. I should say, first of all, that under the
new program, in any new plant, while the
grant is a grant in respect of capital cost, it is
only partly related to the actual level of the
capital cost, it is also partly related to the
number of jobs that the plant will produce.
We make an offer of X per cent of the capital
cost, plus Y dollars per job created. What we
mean by Y dollars per job created is the
actual employment in the plant in the second
and third years of its operation. It is not until
the plant has been operating for three years
that the final amount of the grant is settled.
So we never pay a grant except on the basis
of actual performance, under the new pro-
gram, during the first three years. We do not
maintain, and we do not have any legal
authority to maintain, any control beyond
that period. By control I mean the relation of
the incentive to what we give, to what actual-
ly happens. The thesis of the legislation is
that if a plant has operated for as long as
three years, its chances of continung to oper-
ate are very good. Certainly, the general
experience under the old program has been
that there have been very very few failures
indeed of plants that were set up with its
assistance. There have been the isolated one
or two, but they have been very few.

Senator Phillips (Prince): Mr. Chairman, I
am going to change the tone of questioning
somewhat, based on my inquiry in the Senate
in February. The regional department
assigned development programs with various
problems—Prince Edward Island, New Bruns-
wick, Manitoba, Quebec and so on. Could I
have a brief comparison of those programs,
and in particular, what is the percentage of
federal contribution in each case?

Mr. Kent: I take it, sir, that these are the
FRED plans that you are referring to?

Senator Phillips (Prince): Yes. You ecall
them economic development plans—develop-
ment plans for Prince Edward Island, devel-
opment plans for northern New Brunswick,
northeastern New Brunswick. ¢ :
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Mr. Kent: These are the plans under the
former legislation, which of course was
repealed when the legislation establishing the
new department was created.

Senator Phillips (Prince): Yes,
legislation did not repeal the plans.

but the

Mr. Keni: No. Those plans are under the
fund for rural economic development. I am
not going to give a very direct answer,
because it is impossible to do so. The nature
of those plans varies a great deal according
to particular circumstances with which they
are attempting to deal. For example, the
Manitoba plan, which is for the Interlake
Region, is dealing with a relatively small
area. What it is attempting to do is important
but certainly not ambitious to the degree that
some of the other plans are. That is true also
of the Mactaquac Plan, which is one of the
New Brunswick plans, and the Interlake plan
for Manitoba are the relatively small ones.
The others are somewhat more ambitious.

Of course, the Prince Edward Island one is
distinguished from the others by being a plan
for a whole province and including much
more of the total range of provincial govern-
ment activity than any of the others do, pre-
cisely because it covers a whole province.
There are many more provincial activities
which, if a development plan is to proceed,
have got to be linked in with the particular
things that the federal Government is financ-
ing. So if I may speak specifically of the P.E.I.
plan, and especially for the first phase, which
covers from five to seven years; it is left
flexible according to how it progresses. The
first phase involves a total expenditure of
$243 million—I think I am right in recalling—
of which $118 million is provincial and $125
million is federal.

Perhaps this is a perfect example of how
misleading an overall figure like that can be,
because in the case of Prince Edward Island—
not in the case of any of the other plans—all
the provincial government’s expenditures on
education, in all forms, are included in the
plan.

Senator Phillips (Prince): That is unique.

Mr. Kent: That is not true in the
case of any of the others. Of the
$118 million of provincial expenditures, $97
million, I think, are in fact the province’s
expenditures on education. So the provincial
expenditures on the programs which are
taking place because of the development plan
is only $21 million, as compared with . the

Standing Senate Committee

federal $125 million. It is a very small per-
centage indeed. The others are relatively
much more I am afraid I do not have the
precise figures for the other plans with me;
and while I remember the Prince Edward
Island figures very well, the others I do not
remember so well, because they were of
course signed at an earlier time. But I am
confident in saying that the federal percent-
age sharing, in the programs taking place
because of the development plan, is in fact
substantially higher in the PEI Plan than in
any of the others.

Senator Phillips (Prince): Now, you were
able to give me a breakdown of the provincial
expenditures. Could you do the same for the
federal, please?

Mr. Kenit: The federal expenditures aré
broken down first of all into three kinds—
contributions from the FRED Fund, credit to
the provincial government from the FRED
Fund, and expenditures of other feder
departments. In round figures the contribu~
tions from the FRED Fund are $76.4 million
the contributions by other federal depart-
ments are $12 million, and the credit is $36~6
million.

Senator Phillips (Prince): One question 0P
your statement concerning FRED grants:
There is an item in the expenditures for 2
loan of $36 million, and that is credit. NoW
the FRED grants—$55 million—would havé
occurred without the signing of the agree:

ment, am I correct in my interpretation ©
that?

Mr. Kent: No, sir. There are no programs
under which any of those expenditures would
have taken place in the absence of
agreement.

Senator Phillips (Prince): The summary %
your cost says $55.802 million available unde*
FRED shared cost programs.

Mr. Kent: Those are the programs unde’
this agreement which are cost shared. Thelig
are two ways in which money from the FRE o
Fund is made available to the provinces. O
way is that, for what would otherwise 4
entirely provinecially financed programs thd
federal government pays to Prince EdV"*_lr
Island—from the FRED Fund—money Whlcr
it could not pay under any other program of
to any other province unless an agreement
was signed. It is a share of the cost, and th2
share varies from program to program ut
generally it would be about 75 per cent. B
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those are not shared cost programs which
exist outside the agreement. The other part of
the federal contribution is simply an overall
development grant which is not tied to any
Particular expenditure by the provincial
government.

Senator Phillips (Prince): This is the figure

I wanted to get. There is a special $20 million

development grant in the plan for Prince

Edward Island that is not in the other plans.
I correct in that?

Mr. Keni: Well, no, not altogether, if I may
Say so. Some of the other plans also contain
What is called an overall implementation
8rant rather than a development grant. The
Mmajor federal contribution, special to the prov-
Ince because of the development plan, in each
Case takes the form of sharing in provincial
Programs to the extent of 75 per cent or
Whatever it may be. In addition to that, there
IS a general grant in respect to the carrying
out of the plan which in the case of Prince

dward Island is called a development grant

ut in New Brunswick and Manitoba is called
an implementation grant. It is a smaller
aMmount, of course, in the cases of other plans

€cause they are smaller plans, but the gener-
al nature of it is exactly the same. But there
IS no distinction as to their specialness, so to
SPeak, hetween the shared cost grants and the
Overall development grant.

. Senator Phillips (Prince): One further ques-

t}?n and then I will switch to the subject of
€ Senate inquiry. What is there included in

'€ Prince Edward Island Plan that is not
Cluded in any of the other grants?

th'Mr' Kent: Well, there are a great many

islngS. The most distinctive feature of course

ruthm:. the major thing the provincial govern-

sent is seeking to do in the development plan
to change the land use on the Island.

Senator Phillips (Prince): T am not interest-
o in the philosophy, Mr. Kent. I am asking
T dollars and cents. Is there any special
Pri°uﬂt of money for the development of
th Nce Edward Island that is not included in
¢ other plans?
. My,

is Kent: But the whole nature of the plan
that

it is special to Prince Edward Island.

éi:lenﬂior Phillips (Prince): I agree it is spe-

askjto Prince Edward Island, but what I am

PBpi Ng is for dollars and cents included for

in“l(:e Edward Island and that is not included
any other plan. i1
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Mr. Kent: I think the only answer I can
give to that is $125 million.

Senator Phillips (Prince): I can pick up this
and ask what is the difference between the
$125 million for Prince Edward Island and
that one?

Mr. Keni: The amounts in the Interlake
Plan are devoted to some quite different pro-
grams which are largely keyed to the fact
that the Interlake area is one of a
considerable. . .

Senator Phillips (Prince): You are back in
philosophy again, and not in dollars and
cents.

Mr. Kent: Perhaps I am failing to under-
stand your question.

Senator Phillips (Prince): I will try to
elaborate because probably I have been too
brief. I will put my question to you again. In
the statement in your calculations grant, you
list $20 million.

Mr. Kent: For the development grant.

Senator Phillips (Prince): Yes, and what I
am trying to get clarification on is this; is
that special to Prince Edward Island or is the
same type of grant included in other plans?

Mr. Kent: As I tried to explain, there is in
all plans an element in the federal contribu-
tions which is not allocated to particular pro-
grams. In the Prince Edward Island Plan it is
called a development grant, and in both the
Manitoba Interlake Plan and North-East New
Brunswick, it is called an implementation
grant, but it is of the same nature.

Senator Phillips (Prince): This is the point I
wanted to get at. Maybe I have been too
much in the dollars and cents area, trying to
get a comparison of the amounts, but similar
amounts are in the other plans.

Mr. Kent: Well, they are all plans sighed
under the same legislation.

Senator Phillips (Prince): I was under the
impression that this was a special grant for
Prince Edward Island and I wanted clarifica-
tion on it.

Mr. Kent: Well, it is a special grant for
Prince Edward Island. {7y

Senator Phillips (Prince): But not unusuhi
as compared with the others. 2
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Mr. Kent: It is unusual, of course, because
of its much greater size.

The Acting Chairman: I have other senators
who want to ask questions, and I don’t want
to interrupt your flow, Senator Phillips. But I
wonder if it would be possible to allow them
to ask questions and then come back to you.

Senator Phillips (Prince): All right, and I
will be a little more specific in the details on
the plan then.

Senator McLean: In your explanation of
your budget, you mention $50 million for
water and sewers?

Mr. Kent: $50 million for infrastructure,
senator. Water and sewers were just exam-
ples of the type.

Senator McLean: Well, in connection with
the grant available for water and sewers, is
that in connection with industry or for towns
and villages?

Mr. Kent: Essentially for towns, although
in many cases the need of a town or village
for increased water supplies arises from new
industry.

Senator McLean: And what about existing
industry?

Mr. Kent: I am trying to remember wheth-
er there is a case where we are working on a
water system for an existing industry. This
could arise if for some reason the supply was
inadequate. But certainly all the major cases
are where new industry is developing and
therefore an enlarged, entirely new water
system is necessary in order to deal with it.

Senator McLean: They did have fresh and
salt water under the old system.

Mr. Kent: The Atlantic Development Board
financed the provision of quite a number of
fresh water systems for fish processing plants.

Senator McLean: Both fresh and salt

water?
Mr. Keni: Yes.

Senator McLean: Is that out under the new
system?

Mr. Kent: No, sir, the new program, of
course, is on a very much larger scale and is
aimed more to meet the need for larger water
systems in major communities. For example,
one of the cities where a considerable exten-
sion of the water system is likely to be needed

Standing Senate Commitiee

is Saint John, New Brunswick. That would be
on a very much larger scale than anything
that has been done in respect of a specific fish
processing plant. However, there is no changé
in principle. Certainly some of the smaller
ones are still of the same kind.

Senator McLean: The reason I ask is that I
am from New Brunswick and headed a grouP
which was representing an existing industr}’-
They went to the department of economiC
growth in New Brunswick for assistance on
the expenditure of over $1 million both for
salt and fresh water. Eventually they were
told that there was no grant or assistance for
existing industry.

Mr. Kent: That is certainly not a matter of
universal rule, if there is a need in one of the
special areas. Of course it has to be for the
improvement of the water system not mer(?ly
in relation to existing industry but also with
prospects of expansion; then, certainly, that
project could be included.

Senator McDonald: Mr. Chairman, I wish t0
pursue the question raised by Senator Hay®
earlier. Mr. Kent has informed us that this
program seems to have considerable effect 2
far as job opportunities are concerned. How”
ever, when we refer to regional development
it seems to me that one of the reasons tha
certain regions of Canada have not develop®
is because private industry and the privat®
sector of the economy, for some reason OF
other, have refused to go into these partic
areas. Now, through Government assistanc®
companies are moving over. Established com”
panies are going into these areas, or neW
companies are being formed. In view of th€
fact that these companies refused to go,ln
without Government assistance, after receiV”
ing that assistance to establish themselve®
their capital expenditures and expenditul
for each job that is created, are they going
be able to compete in the market for Cand
and the world in the future? If we had to P2
them a subsidy to go into these partic
areas in the first place, is that subsidy s,
cient to put a company in a competitive P°51r
tion with old established companies in 0th€
areas of Canada and the world?

Mr. Keni: Certainly we do our best "ﬁ
ensure that that will be so. That is to say, * d
deciding whether or not an incentive Sho‘ﬂt
be offered to any plant the procedure is b
we discuss with the company—when I ®
discuss, I do not mean necessarily a face”

face meeting, a lot of it being doneé
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Paper—the basis of its expectations about its
Sales, operating costs, and so on. If we offer
an incentive it is because the company is able

convince us that it has good reason to
believe that, provided the initial amount of
Capital on which it has to get a return is
Somewhat lower than it would otherwise be,
it will be able to conduct its business entirely
Successfully in the future.

The form of the incentive is in effect to
Say: You are setting up a business; you are
going to do, say, $1 million worth of sales and
have operating costs of $600,000. In order to
do this, you have to invest in a plant of a
Certain size. If this is being done in one of the
slightly more difficult industrial areas, where
People have not been as ready to invest, we
Will reduce the investment you have to make
and we will pay incentives to certain levels.

he levels, of course, are those fixed by Par-
liament through the legislation. The investors
are told, in effect, that they can reduce the
amount of capital on which they have to
Make their return. Given that, the company

lieves—and makes a convincing case before
We offer the incentive—that it will be
Profitable.

This is the whole concept of the legislation.
Ce1'1:&1in1y there is some evidence from the
€Xperience under the old program that it can

€ quite effective. There is a good deal of
&vidence that the business community, at
fast, believes that it can be effective under

€ new program. The activity under it is
Very considerable. Industry has shown a great
ount of interest.
It is still industry that is risking its money.
It is Jess money than it would otherwise have
O be, but it is still theirs. I think one can be
Bretty optimistic. There will be the odd case,
Clearly, where a plant is set up with the help
Of the incentive but does not work out. That

TUe in any business. You cannot complete-
Y remove the element of risk. That would not
€ the right sort of economic system. There is

€ry reason to believe the program can suc-
®eqd in influencing the location of industry, so
%t more is in the slow growth regions, with-

increasing the risk. That, after all, is the
» 'Y test one can apply. The odd business is
igomg to be a failure under any system. That
$ What economies is.

o Senator McDonald: In your view will the
tﬁ_St to the consumer be greater because of
ing. Program than it would have been had the
a dustry” had chosen to locate without Gov-
e S of Canada? In other words, would the
%t of production have been less if this had
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taken place in the areas of Canada in which
industry had chosen to locate without Gov-
ernment subsidy? Will the fruits of the labour
and the jobs that you are creating mean that
Canadians will pay more for progress because
of this program?

Mr. Kent: No, the program is set up so that,
while the location of the employment is
influenced, the cost to the consumer is not
affected at all. That is really in effect what
the grant achieves. It enables a company to
produce in Saint John rather than in Toronto,
for the sake of argument, at the same cost to
the consumer, competitively with alternative
products, as would have been the case with-
out the program. The public cost is represent-
ed by the incentive. That is the full amount
of public cost under the program.

Senator Pearson: I would like to ask a
question of the Deputy Minister. In regard to
the regional economic expansion body now,
what is the continuity between them and
ARDA and FRED and the NewStart program,
et cetera? Did you take over all of the staffs
of these other bodies and bind them into one
expansion program?

Mr. Kent: The continuity varies a little
from case to case. Essentially, so far as ARDA
and NewStart are concerned, we simply took
over the responsibility for the programs. In
the case of FRED and the Atlantic Develop-
ment Board . infrastructure programs, we
took on the particular commitments, but those
pieces of legislation in themselves disap-
peared. All the powers under them were
picked up by the legislation establishing the
department. Thus there are two slightly dif-
ferent situations.

So far as the organization is concerned and
the staffs, during the transition period we
inherited the previous organizations which
were transferred to us. Then the new organi-
zation for the new department was estab-
lished by the Treasury Board after that the
staff for the new department was recruited.
This staff was recruited, for the most part,
from people doing equivalent sorts of work in
the old organizations. But there were also
new appointments to the new organization.

Senator Hayes: That is PFRA also?

Mr. Kent: PFRA is one example of a piece
of legislation which continues unchanged
except for the ministerial responsibility which
has been shifted. Therefore, there was no
organizational change.
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Senator Hayes: That is now under you?
Mr. Kent: Yes.

Senator Pearson: I would like to have a
more detailed statement on what happened in
the development of INTERLAKE. Just how far
have you gone? Have you improved the situa-
tion there at all?

Mr. Kent: I must apologize, because I am
not qualified to give a very precise answer to
that question. The INTERLAKE agreement
became effective in 1967, but the real begin-
ning of the operation was in 1968. It is prov-
ided under the agreement that there be an
evaluation of what is happening. That review
and reconsideration of the program is now
taking place, but is not yet completed. In the
absence of that detailed study, the general
impression is that the plan has indeed had
some quite considerable effects in raising the
level of training and increasing the level of
employment in some activities in the INTER-
LAKE. There are improvements in the roads
and the school systems there has been some
development of more alternative sources of
income, as well as an increase in tourism and
recreation facilities.

Senator Pearson: I understand you are
undertaking to purchase Hecla Island. What
amount of tourist value would it be to that
community?

Mr. Keni: I must ask for forgiveness,
because I cannot answer that question. I am
not close to the details of the execution of
that particular plan.

Senator Pearson: Can we have that infor-
mation sometime?

Mr. Kent: Certainly. That
obtained and given to you.

could be

Senator Pearson: I would like to have that
because I wish to know what goes on and if it
is being developed to what extent everybody
is going to get a better show than they have
had. You say there is certainly a big improve-
ment, but that does not say the thing has
been developed enough to make a total
improvement yet. Do you have any estimate
on how many years it will take?

Mr. Keni: It is a ten year program. It is
now in its third year of operation and cer-
tainly, as is true of all of these things, the
main payoff comes in the latter part of the
implementation of the program.
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Senator Pearson: In your budget there is
nothing indicated of any need of money for
that area in western Canada.

Mr. Keni: Yes sir, the expenditures under
the INTERLAKE-FRED plan are included in
the item for western Canada.

Senator Pearson: Is there new money to be
voted this year?

Mr. Keni: Yes sir.
Senator Pearson: For how much?

Mr. Kent: The Manitoba FRED plan is four
million this year.

Senator Hayes: Do you think you are
spending all of your money wisely?

Mr. Kent: That is a very difficult question
to answer, sir. I am sure that improvements
are possible here and there, as they always
are. But one cannot conscientiously be
associated with anything like this without
believing that the level of wisdom is some-
what better than average.

Senator Pearson: That four million dollars
makes a total of how much so far?

Mr. Kent: It is the same level as last yeals
and it would make a total for federal expen-
ditures of about $11 million.

Senator Pearson: Thank you.

Senator Nichol: I should like to ask Mr
Kent a question which will not sound £to0
well, because it is really a statement. I havé
two points to begin with, one is that you sa
quite rightly that your program is involv
with measuring and handling the question ¢
relative unemployment as opposed to the ab-
solute unemployment, which is logical. Se¢
ondly, several years ago and I mention this ¥
sort of put my question in perspective, 1
heard a very senior financial official speaklrl
in Vancouver at a private lunch. I will no
name him because it was a private lunch. H?
said that the time honoured techniques ©
fighting inflation in Canada or any ot
country were no longer acceptable, that 1%
tight money in particular, because the impa‘
of such programs are so uneven across 1.3
country and in particular had such harm{
social results in terms of housing and unem
ployment in the areas where people were 165"
able to defend themselves. I have mention
what you said and what this other persoﬂ:
said and it is obvious that the three thing®’
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which are up now for such tremendous
debate in Canada are tax reform, free trade
with all that applies to tariffs. Thirdly, eco-
nomic policy or whether we are deflating our-
Selves to a depression, have such fantastic
Impact on the programs which you are deal-
Ing with that I would suggest, that the
amounts which you are using will be not
enough to help these people very much if
these major policies are going the opposite
Way. My question is, how do you relate your
Programs to the overall economic trade and
tax policies of the country, particularly with
the White Paper coming up.

Secondly, although you can measure the
irect effects of your program, because you
are spending money in a direct place and

erefore there is a measurable effect in
employment, what techniques are there avail-
able to measure the indirect impact of all
these other things?

In other words, an incentive program of
Some kind, it is fairly easy to measure where
You are spending money, to measure the
Impact; but how do you measure or is there
any way of measuring the impact of all these
Other things?

_Mr. Kent: It is indeed a very large ques-
10n, if I may say so, Mr. Chairman, and I am
Not sure that I can really answer it very
ffectively. I apologize.

Senator Nichol: I am not sure that it was
aked very effectively.

. Mr. Kent: Presumably the measures of the
ffectiveness of the national programs in toto
€ what happens—over a period of years,
d clearly it must be a period of years—to
the rate of economic growth, the national level
employment, the national level of prices,
ang SO on.
n 0}11‘ programs are intended, within that
at}On'al level, to improve the regional distri-
isu On. And particularly—and certainly this
n Most important in the present situation—to
re°d1ﬁy the effects of any tight money policy,
Straint of Government expenditures, and so
Sllll’ In the areas where it is least possible for
an impact to be economically and social-
th acceptable. We have to recognize that, if
soverig g necessity, because of inflationary
thc‘unstances, for a general restraint policy,
er? is' no doubt that it has tended to bear
r:‘1'_t1cu1ar1y heavily on the slower-growth
8lons of the country. To the extent to which
Do Can succeed in improving the relative
1

tion of those areas, then clearly we are
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making the total policy effect much better
than it would otherwise be. Is that a satisfae-
tory answer?

Senator Nichol: Yes. I am in sympathy with
what you are doing. What I am interested in
is, how much feed, for instance, can you have
in this. I suppose it is very difficult to meas-
ure, but obviously, to use a reductio ad absur-
dum, you should be the people, above every-
one else, submitting things to the White
Paper committee because it is going to have a
fantastic effect, this sort of program would
be. In terms of growth, this sort of program
will have a tremendous effect.

Mr. Keni: Except that we see this program,
as I think we must, as operating on behalf of
what would otherwise be the slower-growth
regions, within the framework of national
policy as regards taxation, monetary policy,
fiscal expenditures, and so on. Whatever that
framework is, then, within it, we are trying
to ensure a better distribution of the benefits
and the effects, good or bad, than there would
otherwise be.

Senator Nichol: My question, in time, is
whether that is going far enough. That is
really what I am asking about. In terms of
helping the people that are to be helped.

Senator Aird: Secondly, I think the ques-'
tion relates, as Mr. Kent says, to the fact that
it cannot be regarded in isolation.

Senator Nichol: That is so.

Mr. Kent: On the other hand, obviously in
order to get things done, it is necessary to
concentrate on particular parts of the prob-
lem. And the particular part of the problem
with which the Department of Economic and
Regional Expansion is dealing with is the
relative effects of overall policy, in particular
regions which otherwise would be the one
that made relatively less progress. There is no
doubt at all that, if the economie ecircum-
stances are such that general business invest-
ment is relatively low, then the application of
our incentives may still be effective in lessen-
ing the disparity that would otherwise exist
between the slow and the fast growth regions.
But in that case we cannot alter the fact that
the general level is relatively low every-
where. The less conducive to investment
expansion are the general economic circum-
stances, then obviously the harder we have to
run in order to improve the situation in the
slower growth regions.
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~ Senator Nichol: Yes.

‘Mr. Kent: I think that is obviously true.
But the need to make a special effort is there,
whatever the total policy may be.

Senator Nichol: I agree.

Mr. Kent: Whether it is enough or not, this
is obviously the sort of question that puts
anyone in my position really on the spot,
because obviously if one believes in what one
is doing, one would like it to be more.

Senator Nichol: If these municipalities
decided to get their money for sewage and
pollution control out of your $50 million here,
that will be gone in about three weeks, I
would say.

Mr. Kent: There is no doubt the needs are
very great. On the other hand, the purpose is
not to achieve, in the slow-growth region, a
higher level of pollution control, or whatever
it may be, than in the other regions of the
country. It is to enable the slow-growth
regions to get into a more equal situation.

Senator Nichol: Can I make one more point
and then I will be quiet. To bring this down
to the question, it is obvious, in the case of a
tariff law and tariff reform, and the Kennedy
Round, and all such questions, that this has a
tremendous effect on the work you are going
to do. If they change the tariff on certain
agricultural or manufactured products or
reduce the tariff on others, you are going to
have regions instantly put into your bag.

. Senator Hays: The whole of Canada.

~Mr. Kent: Certainly there are specific prob-
lems which we are very greatly concerned
about, from our point of view.

Senator Nichol: You have to be involved in
what is happening.

Mr. Kent: Oh indeed, yes. We are most
concerned, for example, about the level of
United States tariffs on some of the products
of the Maritimes. We are certainly very much
involved in attempts to improve that situation.

Senator Nichol: That is what I am glad to
know.

Senator Sparrow: Mr. Kent, have you a list
of the designated regions or areas, or a map
with you today, that we could have? I have a
map of the special areas but not of the desig-
nated regions.
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Mr. Kent: The designated regions—I apolo-
gize, I do not. I have a map of the special
areas but I do not have a map of the desig-
nated regions with me. We could certainly
send such maps to all members of the com-
mittee, or whatever you would wish, Mr.
Chairman.

The Acting Chairman: If the department
would send them to the Clerk, he will distrib-
ute them to the members of the committee.

Senator Sparrow: In your program, is there
any special effort made to employ certain
people in an area, in a program, unemployed
people, as an example, Indian people, Metis,
or such people?

Mr. Kent: Yes, it is one of the conditions of
an industrial incentive, that the company
which receives an incentive will, when it does
its manpower assessment, of how much it
needs and so on, what sort of workers it will
need, inform the Canada Manpower Centre 0f
that. The Canada Manpower Centre will then
do its best to offer suitable workers from the
local community. After all, this is the purposé
of the program.

We do—and this is something that has not
been done in the past, and that we are just
beginning—we are attempting, in the areas
where there are opportunities of economi¢
growth and where there is at the moment 2
very severe employment problem for Indial
and Metis people, to provide additional man-
power training programs, along with the
industrial incentives. We are trying to ensuré
that the severely disadvantaged local pe€o;
ple—I put it like that, because I do not war
to put it in, so to speak, racial terms, thou_gh
in practice obviously a very high proportio?
are Indian and Metis people—we are anxiol
to ensure that, as new employment opportlln_l1
ties open up, they will be the people who wil
have the opportunity to take them, more 50
than if there were not such services availablé:

Take, for example, The Pas in Manitob?
There are controversies as to how it has COI_I‘al
about, but the fact is there is substantt :
industrial expansion taking place. We haVe
done two things. We have designated it as 0?
of the special areas, so that we can help .
province and the community to finance th
very considerable expansion in serviced 18
water systems, and so on, that they need
order that people may be able to move in @
take the jobs. a

Secondly, we are undertaking theré
NewStart program, designed to provide
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Pre-training level of employment preparation
Wwhich is often necessary if Indians and Metis
People are to have a proper chance to do the
jobs, rather than labour be brought in from
outside.

We hope, in time, to do this on a much
more general scale, to provide this sort of
assistance, but it is going to take time to
develop these programs.

Senator Sparrow: What is the time limit on
a designated region and on special areas?

Mr. Keni: They are designated under the
Present orders in council until June 30, 1972.

Senator Sparrow: Both of them.
Mr. Keni: Yes.
Senator Sparrow: June 30, 1972.
Mr. Kent: Yes.

Senator Sparrow: In the Province of Sas-
tchewan there were three special areas,
egina, Saskatoon and Meadow Lake, being
Somewhat familiar with the area, it appears
me that the decision was made for those
ee areas, appeared to be sought, by agree-
Ment, that in one of the reports it says that
Special areas are designated by the federal
‘Overnement, after consultation with the pro-
Vineial government concerned. It seems to me
at this particular time, that the whole of the
Province of Saskatchewan or very close to all
f it, should be either a designated area or a
Special area. I would like some explanation as
how Saskatoon, for example, could be a
SPecial area, and the City of North Battleford
Would not be or the City of Regina would not
%€ and a place like Meadow Lake in between
S a designated area?

Mr. Kent: A special area.

Senator Sparrow: A special area, I should
Say,

Mr. Kent: It is an attempt to get as much
®nefit as possible from the programs. As you
ow, the southern part of the province was
Ssignated for industrial incentives, as a part
9f the designated region for that purpose,
ause it is the part of the province where
the chances of industrial development are
®st. The program is already beginning to
Ve some very important effects. For exam-
€, it has been responsible for a new plant
Which js a stronger market for the disposal of
an than some of the traditional ones. At
21380—2
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Weyburn, one of the plants being started out
with the help of the legislation is a distillery.

It is down in the southern part of the prov-
ince that the chances of an industrial
response, generally speaking, are best. And
that is largely where there has been a long-
term problem of slow-growth. The criteria
used in designating the regions for industrial
incentives related to the areas where the
growth in employment and population and
income has been relatively slow over the last
decade or so, and where there is a good
chance of a response to the provision of
incentives to secondary industry.

That logically led to the designation of the
southern part of the province. It did not lead
to the designation of Regina and Saskatoon,
because they had in fact been two of the
fastest growing centres anywhere in the coun-
try over the last decade. So, they did not
come within the sort of criteria that we were
trying to use on a national basis, in the desig-
nation of the regions under the industrial
incentives legislation.

However, the very severe impact on the
prairies generally, and on Saskatchewan par-
ticularly, of the present grain situation, com-
bined with what one hopes is the more tem-
porary but still serious potash situation, has
been an especially sharp impact on those two
cities. They are the main trading commercial
cities of the province, so that, in spite of their
very rapid growth over the last ten years,
they are now suddenly faced with a very
severe economic setback. Therefore, it was
felt that it made sense to treat them as spe-
cial cases, as special areas, even though they
had not come within the criteria for the
designation of the original regions for indus-
trial incentives.

What needs to be done is, in effect, the
same thing as if they were designated for
industrial incentives. They do not have the
massive difficulties, as far as infrastructure is
concerned, that some of the cities and towns
in the more permanently slow growth regions
have, because they have been developing so
fast over the last ten years. So the practical
effect of their designation as special areas will
be very similar to what would have happened
if they had qualified for industrial incentives
in the designated regions.

The Acting Chairman: Except as I under-
stand it they can also qualify for primary and
tertiary industry under the special areas and
they cannot under industrial incentives.
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Mr. Kent: That is correct, Mr. Chairman,
yes. It does mean that the range of industries
that could receive incentives is somewhat
broader. But the practical difference that
would make would not be very great. The
range under the industrial incentives legisla-
tion is sufficiently broad that almost anything
that would be likely to be established in a
community such as Regina or Saskatoon
probably would qualify under the basic
legislation.

Senator Sparrow: Is there a continual pro-
gram going on there where special areas will
be brought into the special areas program or
is this the final program now until 1972?

Mr. Keni: That is a difficult question to
answer. Obviously in a program of this kind,
if one were continually chopping and chang-
ing, adding places and taking places off, its
effectiveness would be considerably lessened.
Certainly there is no impossibility of addi-
tional places being designated before 1972.
But to designate more would increase the cost
of the program, and this is not an easy thing
to do at this time.

If I might make one further remark about
the Saskatchewan areas, Mr. Chairman, and I
shall be very brief, Meadow Lake is of course
an example of a special area of the same kind
as I referred to earlier in connection with The
Pas. There is an opportunity of using the
broader powers of the special area legislation
for primary industries and initial processing
to get wood-based industry developed, and
there is a very crying need, if that can be
brought about, to take special measures of
assistance to ensure that it is local disadvan-
taged . people who get the jobs. The special
area agreement in respect of Meadow Lake
will be of that nature.

The Acting Chairman: Both Senator Nichol
and I would like to know what is meant by
tertiary industry.

Mr. Kent: By tertiary I think is meant what
is more often called service industry. “Terti-

ary” is a rather horrible phrase coined by
economists.

The Acting Chairman: I should mention I

took it out of one of your departmental
releases.

Senator Laird: I would like to come back to
Senator Nichol’s line of questioning, and also
pick up a little bit from where Senator Spar-
row left off when he was talking about a
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specific area. What I would like to know is
where this is all going? In response to Senator
Nichol’s question, I think you agree that you
could not regard this program in isolation.
think it is very interesting that the increase
that we have this year falls into two specific
areas—the $20 million and the $50 million
and it seems to me that perhaps these twoO
areas get to be more measurable than others:
Having some high regard for your person
talents for planning and knowing the way I
am sure the department is now thinking, for
the next forthcoming year are we looking af
increases, and if we are, are they in the sameé
two areas? Are you satisfied with the ratio of
$20 million to business and $50 million t0
infrastructure? In summary, how do you se€
the future of this program, having full cognl-
zance of the fact that one always wants per-
haps more than one is going to get or than
one is going to spend. I think this is a very
real problem, and I think one of the key
questions that should be asked by this com-
mittee inasmuch as this department is one O
the very few departments to have achieved
this increase in this difficult year that we ar¢
now involved in. What do you see for next
year or the year after?

Mr. Kent: Well, we would certainly, as I se€
it, hope to be spending, and expect to b€
spending, more again next year on the indus’
trial incentive programs. This I would regal
as the absolutely key area, because this is the
direct creation of employment and everything
else is really supporting to it. The rest
useful insofar as it supports and helps the if”
dustrial incentive program, in respect of mos?
of the slow growth regions. Of course, we
know there are special cases, but in general
industrial growth is the key program. If W¢
have judged correctly, if we have the type of
program which will influence industry, ¢
type of program to which industry will
respond—of course, how much depends on all
sorts of other -circumstances, as Senato?
Nichol has in effect pointed out—but if W°
have judged it so that the response in reaSo_n'
ably favourable circumstances is a fairly Vlgi
orous one, while remaining realistic, thep ¢
think there would be no doubt at all th?
expenditures under that program could
expected to increase. If that increase is ¥
worthwhile, the whole purpose of the dep
ment is wrong. The purpose is to incred
employment in these slow-growth areas, 2%
for this purpose economic growth is the bas’
thing. '

ot
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. But there is, perhaps, a misleading element
In the contrast of the $20 million extra on
Incentives and the $50 million extra on
Infrastructure. They are the main components
In the increase in the department’s expendi-

es. But there is a sense in which their
Telative size is misleading. The $20 million is
I addition to an existing $50 million level of
Mdustrial incentive expenditures. The infra-
Structure $50 million is in addition to a very
Much Jower level. I do not have the exact
8ure here, but I would not be very far
Wrong if I said it was in addition to an exist-
g $20 million. So, for the two together, what
We get to this year, which is the first really
effective year of the department’s work, is a
*ough equality between industrial incentive
®Xpenditures and infrastructure expenditures.

Now, there is nothing magical about that
SqQuality. But as a very rough guideline, it
S the sort of thing we have thought about as

Ing probably reasonable. In other words,
for the future I would not expect the infra-
st_ructure expenditures to increase at a very
ifferent rate from the industrial incentive
®Xpenditures.

Senator Laird: Would you mind defining
Yate? Do you define rate in ratio or in
Ollars?

Mr, Kent: This year the two become virtu-
Wy the same in absolute amount. The ratios
.50 become the same for any future
Mereases,

Senator Aird: So it is the current thinking
{ Your department that the two should stay
4 Step, both as to dollars and percentage?

in,:vh'- Kent: Yes. I must ask that that not_ be
.“Crpreted too literally, because one gets into
cult definition problems such as, is assist-
Ce to power development industry or
frastructure? In our category it tends to be
Cated ag infrastructure, because it is part of
t;ll agreement with a province in rel_ation to
Du?b bublic sector, as most power prOJec_ts are
% lic utilities, though it could be consni.ered
Sopq. A0 industrial incentive with the private
4 Ctor. We really ought to have three catego-
iy * industry in the sense of the private
tuit"r; direct economic or industrial expendi-
o S in the public sector; and infrastructure
€ sense of supporting services such as
feer systems, roads, and so on.

Senator Ajrd: It would be helpful, Why do
Not have there?
21380_23
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Mr. Keni: Because, under the programs as
they stand at the moment, we are not
engaged in direct assistance to power devel-
opment. There is, as you will recall, a long-
standing loan program in respect of power
development in the Atlantic provinces. The
federal Government makes loans for virtually
all costs of increases in generating capacity in
the Atlantic provinces. They are simply loans,
not part of the budgetary expenditures.
Therefore, the additional element which I
have just identified in fact at this moment is
nil.

Senator Aird: Yes, but all three are in
effect response situations you act in response.

Mr. Kent: Yes, indeed. However, perhaps I
complicated it unnecessarily by introducing
my reservation about power development.
The classification as between industrial incen-
tives and infrastructure becomes a little
uncertain in the case of power development,
which could really be put in either. But, so
far as incentives on the one side and infra-
structure as we are carrying it out at present
are concerned, our thinking is that a rough
equality is probably about right. That is what
we are achieving this year.

Senator Aird: My next question relates to
your reply to Senator McDonald. I was some-
what surprised to hear you say that one of
your criteria, perhaps your fundamental crite-
rion, would be the measurement of earnings
as against capital invested. That capital
invested included, of course, a capital grant. I
would have thought that would be a danger-
ous criterion. It related to a specific question.

Mr. Kent: Yes, I remember it. This was
looking at the criterion as to how we judge
whether or not a new industrial plant is a
reasonable one to be provided an incentive.

Senator Aird:
continue.

And for the support to

Mr. Keni: No, we do not continue to sup-
port we only provide the initial incentive.

Senator Aird: Yes, of course, but you do it
in two bites.

Mr. Kent: That is right, but it is all an
initial incentive to get it started. We hold
back part of the payout until it is started. .

Senator Aird: It develops into a very criti-
cal part of the financing. It is the bridge
financing, which is very critical. :
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Mr. Kent: Yes, but when I referred to the
rate of return on the capital, I meant the rate
if there were no public assistance. This plant
would cost, let us say $1 million, and its
estimated rate of return on the $1 million is 8
per cent. The effect of our incentive is to
reduce the capital on which the return is to
be calculated to, let us say, $700,000. In that
case the rate of return, the earnings on the
capital investment, goes up to about 11 per
cent. In other words, from the investor’s point
of view he does not invest with a 7 per cent
return but with an 11 per cent return. There-
fore the incentive in that case is critical to
the decision to locate the plant and start it in
‘that situation.

Senator Phillips (Prince): I will turn to the
‘two projects referred to in my inquiry, firstly
the Mill River Project. Could you advise me
as to who raised it and the description of the
site the project was to include?

Mr. Kent: I apologize; I do not think I can
do that in any detail. As you know, the way
in which the Development Plan operates, both
this one and all the others, is that the
responsibility goes as follows. The two gov-
ernments sign an agreement in the form in
which it is printed in that little document.
That identifies general programs. Then each
year there is an agreement, between a com-
mittee representing the two governments, on
the broad nature of what is to be done within
each of those programs. That is the definition
of the programs for the year. The individual
projects within each program are, of course,
the responsibility, so far as everything in pro-
vincial jurisdiction is concerned, of the pro-
vincial government. The projects must be
within the broad definition of the program,
which in the case of the recreation and tour-
ism program was to provide public facilities
for certain key areas where it was believed
that, by developing a number of facilities,
attractiveness to the tourist and recreation
industry could be very much increased. The
Mill River area was identified as one of those
areas. The details of the project, within that
program, are then a provincial decision sub-
ject to approval by the federal representative
who looks at the details on the spot with the
plan managers.

Senator Phillips (Prince): How do you
relate that to article 17, which states that the
board shall prepare a forecast of estimated
expenditures for the next five years. How can
you estimate your expenditures for the next
five years if you do not know your program?
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Mr. Kent: One estimates, as in all these
matters, not on the basis of detailed estimates
of individual projects. It is a broad estimate
of the scale of the programs. Then the peoplé
responsible for the details carry out the pro-
jects within the expenditure ceilings.

Senator Phillips (Prince): And you go then
from year to year, rather than on a five year
basis as prescribed in article 17?

Mr. Kent: No, there is a broad five yeal
projection, then a detailed one year projec”
tion, as in all budgeting.

Senator Phillips (Prince): This is what !
find confusing. How can you make your five
year projection without having the project
plan?

Mr. Kent: It is, of course, what we have 10
do all the time. All federal departments makeé
five year program forecasts, inevitably m
rather general terms. We do not know
detail what we are going to be doing fivé
years from now, but we can make rough estl
mates. Only once a year do we make detail :
plans which get expressed in the actual Est”
mates for that year.

Senator Phillips (Prince): I still feel yoU
have a complete plan for your project peforé
you start your program. It has been indicat
to me that Manpower was investigating ﬂ,‘e
means whereby these people were hired
contravention to article 12 of the agreement”
Have you received a report from them yet?

Mr. Keni: No, we have not. It was brough,:
to the attention of the provincial governme?
Apparently the services of Manpower hav_
not been used in hiring people for that Part
ticular project. It is, of course, the type€ gr
work for which often hiring is done otD .
than through the Manpower centres. b
agreement requires that it be done throu®
Manpower centres unless there are good re2”
sons why that is not practicable. We natur 25
have raised this issue, and Manpower W]e
investigating it, discussing it with the peoP
directly concerned. I do not have a report
it.

Senator Phillips (Prince): I first raised thiss
question with you on February 4th and o
now April 9th. We have had two months 1 2

Do I have to wait for another two mon®™”

0

Mr. Kent: I am not exactly in control

that, because it concerns the Departmen;wg
Manpower. I am sure that they are
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everything they can to ensure that their ser-
Vices are used in all cases where they can
Possibly and reasonably be made available.

Senator Phillips (Prince): You did not com-
Ment on the selection of the site. Who made
the selection?

_Mr. Keni: The selection of the Mill River
Site?

Senator Phillips (Prince): Yes.
Mr. Kent: It was made essentially by...

The Acting Chairman: Excuse me, but are
You asking specifically who?

Senator Phillips (Prince): The Advisory

BOard or the provincial government?

s Mr. Kent: In any decision of that kind it is

he primary initiative of the provincial gov-
Snment. It should be, otherwise we would be
Ving in, shall I say, an unconstitutional
World. The point Advisory Board at its first

g‘eeting approved and agreed to the reasona-
leness of the area.

thsen.a!or Phillips (Prince): Were you aware
> at in this site which is selected that the
Ver is closed to fishing by an order of the

eral Department of Fisheries due to
Pollution?

haMr' Kent: I cannot speak on that. It just

thDpens that I was not at the meeting which

deat_program was approved. I cannot say in
tail as to whether it was known.

The Acting Chairman: Can you tell us
en that pollution order was made?

Senator Phillips (Prince): I think it was
ut 1953

anr. Kent: Then we can assume that it was
Own. However, of course that obviously
O?Qts not necessarily rule out the desirability
ot the S}te from the point of view of any type
Ourist development.

Senator Phillips (Prince): It does for beach
shell fishing is very popular in that area.

- believe there are seven golf courses in

llonce Edward Island for a population of

iy 5000. The one golf course which is operated

t}}e national parks has been operating at a

3 Cit for a good many years, in fact, from its

%gmning. Who absorbs the loss of these golf

D“-Pses being built under this development
YOgram?
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Mr. Kent: I cannot answer that question.
QOur contribution of course is purely in
respect to the capital cost. How any losses are
absorbed depends upon how the individual
golf operations are financed.

Senator Phillips (Prince): What about golf
courses under the development plan?

Mr. Keni: It depends on the particular
arrangements with respect to the program,
but essentially the provincial government. It
is believed that golfing is one of the attractive
things which brings tourists to Prince Edward
Island. Therefore the general return from the
economy by the existence of the golf courses
is very much greater than represented by the
particular finances.

Senator Phillips (Prince): Do you have
many places in your study for a plan in
which you determine the net return for the
province for the golf courses?

Mr. Keni: I cannot answer that question in
detail for any individual golf course. Certain-
ly, there is evidence of the very high returns
to the province from an increase in its tourist
industry. The sort of expenditures involved
for the tourist industry would have a very
high rate of return overall through the pro-
vincial economy. That calculation was made.
How far it was broken down with respect to
individual golf courses I do not know, but I
would be surprised if it were with respect to
individual ones. At that stage nobody would
want to try to tie down too rigidly what the
individual courses would be.

Senator Phillips (Prince): But, a study for
this development plan was three years. I am
wondering if at any time during that three
years anyone had done a breakdown?

Mr, Kent: For the individual golf courses?

Senator Phillips (Prince): The idea of golf
courses in general and the return of various
projects. It need not be limited to golf courses.

Mr. Keni: The total investment under the
plan on tourism and recreation is not very
great.

Senator Phillips (Prince): It is $18 million
over ten years.

Mr. Kent: I have some figures here. There
is a substantial federal loan input on tourism
of $7 million. The return from those facilities,
in terms of the money that people spend on
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the Island and the benefit to the economy, is
of course very high indeed. I am afraid I do
not have the figures on the tourism study on
hand, but certainly there is no question of the
attractiveness of it from the point of view of
the overall economy of the Island.

Senator Phillips (Prince): I was a bit con-
cerned to read in here where you consider
that camping and trailer type tourism as
being non-profitable. That is why I was
asking my question.

Mr. Kent: I do not remember that it was
suggested that camping and trailer tourism
was non-profitable. It is not as profitable as
people who spend more money by staying in
more expensive accommodations. I think
there is no doubt at all that the camper is
profitable, but not as profitable as the man
who stays in a resort.

Senator Phillips (Prince): The second one I
raised was the tourist accommodations in the
form of cottages at Brudennell. These were
supposed to have cost $3,000 but have exceed-
ed it greatly. I think the final cost will be
between $8,000 and $9,000. What happened in
this stage of the plan?

Mr. Kent: I suspect, if I may say so, that
you know more about these details than I do.
The Brudenell project is a very experimental
one, not in the plan itself, but one we started
in advance of the plan.

Senator Phillips (Prince): The Brudenell is
listed here as one of your expenditures of
which you put in $236,000.

Mr. Kent: The decision to build those par-
ticular cottage-type accommodations was
taken in the summer of 1968 in advance of
the actual plan. They were experimental pro-
jects and the desire was to find out whether a
cheaper, but attractive cottage acommodation
could be provided. I believe in fact the carry-
ing out of the project was held up quite badly
for one reason and another. The purpose was
to learn from this whether there really is an
opportunity of providing appreciably lower
cost accommodation of an attractive kind. I
do not think anybody is yet in a position to
have a firm opinion about that.

Senator Phillips (Prince): But in the three
years’ planning, this was not determined in
advance? You still have to experience the
ten-year development period?

Mr. Kent: 1 think that would always be
true. Anything that is done on paper is not
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really proven until there is some pracl:ical
result.

Senator Phillips (Prince): That is an odd
statement for an economist to make.

Mr. Kent: It is definitely not an odd state:
ment from any practical administration pol?
of view.

Senator Phillips (Prince): I realize you will
not have a list of projects wih you for the
present fiscal year, but could we have thosé
Mr. Kent?

Mr. Kent: Well, sir, the only responsibility
of the federal Government here relates to ths
approval not of projects but of programs, a2
I am not sure whether it is—I will look int?
this—whether it is proper for us to be thi
medium through which the information abo¥
projects is brought forward. Certainly, t g
programs which are approved, we can gV¢

Senator Phillips (Prince): This is an est”
mates committee, Mr. Kent, and there 15 i
good deal of federal money in these projec™
I do not think it is unreasonable that ¥
members of the committee should have a IS
of the projects.

Mr. Kent: The form of the agreement ®
that the federal Government provides mon®
for the programs and of course the bré d
down by programs, which is what is appl"i""ea
by the federal Treasury Board, is certainly ¢
proper concern from the federal pollflt for
view. But we are not the instrumentality
the use of that money in terms of deta
projects. That is the affair of the provin®
departments concerned.

n
Senator Phillips (Prince): It is really ,’a
affair of the Joint Advisory Board, is it not?

Mr. Kent: No, sir, the Joint Advisory Boirhi
is responsible for the programs, not for we
individual projects within the programs: ple-
have to satisfy ourselves of the reasonav;
ness of the program but not as to the d€ 3
of the projects, which would be, I suppose ¢
might say, an interference, certainlys
improper interference in the affairs at
level of government by another, and certa™.
also an involvement in the details of adm*”
tration of people who should not be invol
in the details.

1

Senator Phillips (Prince): Mr. Chairma;'n,

do not wish to belabour the point or be ach
tankerous on it. You are able to give an €
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figure, Mr. Kent, for Hecla Island, I believe,
In Manitoba.. .

Mr. Kent: No, I did not give a figure for
Hecla Island.

. The Acting Chairman: If I may correct that,
It was Hecla Island, and the question from
Senator Pearson was more detailed on the
extent of that type of program. I do not think
Senator Pearson was asking for specific pro-
lect figures nor do I think the deputy minister
Was undertaking to provide those, but to pro-
Vide general program figures.

Mr. Kent: Tt is not a question of whether or
Not they are provided. It is a question that I
do not think I could give an undertaking that
the federal Government would provide them.

f the province is willing to provide them
through us, that is fine. We will do it, but
they are not our figures. That is my only
Point, sir.

Senator Phillips (Prince): Mr. Chairman, I
Will make this comment and move on to
another subject then. I still find it rather odd,
Where federal money is being expended, that
4 committee of the Senate is unable to obtain
the list of estimated expenditures. I will
Move on,

Mr, Kent: Mr. Chairman, may I say this. I
d not say that we could not provide the list
of estimated expenditures. It is a question of
Into how much detail they would be broken
OWn. Most certainly we can provide the list
Program expenditures.

B Senator Phillips (Prince): I will be perfectly
lappy with this type of thing that I obtained
year.

1 The Acting Chairman: Could we have a
c°°k at that. Senator Nichol has a question,
Ould 1 let him in at this point.

Senator Nichol: I would like to go into a
Uch broader question.

KThe Acting Chairman: Excuse me, Mr.

eant tells me that those on this list are pro-

ab M expenditures. There

Out those at all.

qoenator Phillips  (Prince):
N those?

is no problem
When can I

1 Mz, Keni: As soon as the expenditures for
70-71 have been approved by the Treasury
9ard. Obviously, we cannot do it before that.

sﬁnator Phillips (Prince): I accept that.
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Senator Nichol: Assuming that you are
going to have a shortage of cash to do what
has to be done and taking it to be that pessi-
mistic in the next few years, that tax is not
going to be available in the quantities in
which it might be needed to solve these prob-
lems, do you have any means of bringing the
credit of the federal Government to bear in
these regions, either in terms of guaranteed
bank loans or of garnishees to municipal or
other authorities? That might help. My guess
is that you do not have such means. My ques-
tion really is what consideration has been
given to this method of helping to finance
either municipalities or corporations within
these regions? This could be pretty helpful.

Mr. Kent: Yes, sir. Under the general legis-
lation of the department, we do in fact have
the power to guarantee the commercial bor-
rowings of a company which is establishing,
expanding, or modernizing a plant in a spe-
cial area.

Senator Nichol: Directly? It is not through
the IDB (Industrial Development Bank)?

Mr., Keni: No,
power.

the department has the

Senator Nichol: Do you exercise it?

Mr. Kent: That is the authority under the
departmental legislation, but when Parlia-
ment passed our industrial incentives legisla-
tion it imposed a rather substantial restriction
on the use of that power. It said that, for any
plant to which we are providing an industrial
incentive, we can additionally provide a guar-
antee of loans only if the plant is one which
hits the ceilings of the absolute amount of $12
million in grant or the maximum of $30,000
per job. That is to say, in effect we can
guarantee loans only in the case of a highly
capital intensive plant.

In practice, highly capital intensive plants
are usually built by very substantial corpora-
tions for whom the attractiveness of a loan
guarantee is not very great. So, for practical
purposes, the guarantee power is only rele-
vant for the type of industry which is not
eligible under the industrial incentives legis-
lation—your primary or, theoretically, terti-
ary industries. That is the present legal
situation.

Senator Phillips (Prince): Mr. Kent, I notice
in the appendix to the agreement every sec-
tion of the economy of the Island is men-
tioned except the second-largest source of
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income on the Island, and that is the Canadi-
an Forces Base at Summerside. You and I
have had many discussions on this, and I need
not go into that. What plans are there to
replace this amount of federal expenditure in
the province’s economy when the base closes?

Mr. Keni: Well, of course, the reason why
this is not in the agreement is that the agree-
ment relates to matters primarily of concern
to the province in which the federal govern-
ment is nonetheless giving very large financial
help. On the other hand, the Forces base is
entirely a matter within federal jurisdiction.
As is well known, consideration was being
given from time to time to the question of
whether or not the Summerside Base should
be retained. The federal government recog-
nized that the closing of the base, which is so
important to the economy of the Island,
would be the proper thing to do only if means
were found to replace it by some other feder-
al activity which would generate an equiva-
lent amount of income. Explorations were
made, as you know, of possible activities of
that kind. However, it did not prove neces-
sary to make any decisions about them
because in fact the eventual military decision
was that the Summerside Base would not be
closed, but that it would continue to operate.
So at this stage the question is academic, so
to speak. It is hypothetical. Obviously it could
become an issue again, depending on future
policy regarding military bases. But at this
point there are no specific plans to replace
the base by other activities, because the base
is to continue.

Senator Phillips (Prince): Being a resident
of Summerside, I find the question is a little
more than academic. It is vitally important.
However, I am also pleased to hear that you
through your department are still considering
alternatives.

Mr. Kent: Yes, if the need should arise.
When I say academic, I do not mean to imply
that it is unimportant. But for the present
and for some years ahead, the base is to
continue.

Senator Phillips (Prince): If I may move on
to another subject, and that is the matter of
the Indian reservation on Lennox Island. For
the benefit of the members of the committee I
would mention that this is a small island off
Prince Edward Island—an island off an
island. Following along with the question of
Senator Hays, I consider this is money being
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well spent. There is an announcement in the
legislature that a causeway would be built
from Lennox Island to Prince Edward Island.
You, being familiar with the history of cause-
ways in Prince Edward Island, probably take
it as lightly as I do. But this would cost
$750,000, which is a preliminary estimate, for
30 families which works out at about $25,000
per family. Would it not be better to consider
the alternative method of moving the families
to the main island and providing them with
homes there rather than going into this
expenditure?

Mr. Kent: This is a question which has
most certainly been discussed. I should sa¥
that the expenditure on the causeway as such
is not part of the plan. That is a matter for
the Department of Indian Affairs. Under the
plan the road to connect up with the cause-
way would be part of the plan.

Senator Phillips (Prince): The causeway is
a separate item.

Mr. Kent: Yes. However, that does not alter
the fact that this is an expensive way of con”
necting the community with the mainland:
There is no doubt at all that, if the commun!~
ty is to remain there, the social arguments for
connecting it are overwhelmingly strong. Oné
must say, and it has been said by a numbe’
of us, I can assure you, that on a dollar ar
cents calculation there is no doubt that t0
provide land and homes on the mainland ©
the isiand could well be an economic
attractive thing to do. However, one has
recognize that Indian reservations are 9
result of certain historic agreements, and it 1
not easy to say to people that they sho
leave their land and live elsewhere.

Senator Phillips (Prince): Yes, I realize that
there is a harshness in this.

Mr. Kent: The thought that it would P¢
perhaps the best thing to do has indeed be€”
explored, and I believe it has been discuss ¢
with the Indian band itself on a number ,0_
occasions. But I think it would be very &
ficult to take the view that it is somethif®
that should be forced upon them.

Senator Phillips (Prince): But this has bee®
discussed with the Indian band.

Mr. Kent: I believe so. It has been expl"red
over quite a number of years.

Senator Phillips (Prince): I am pleased etg
hear that. The provinces recently annOun‘i,m
a loan to the credit unions for short-t¢
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credit, which is badly needed. At what rate
will this money be loaned? What rate of
Interest will the borrower pay?

Mr. Kent: Of course, I cannot tell you that.
What is in the plan is that the federal Govern-
ment will make a longer-term loan to the
Province, to put it in a position to make the
loan to the credit union. The provision in the
blan, as you will recall, is that our loans to
the province are at the federal rate for Crown
Corporations plus one-quarter of 1 per cent.
But what rate is then charged by the credit
Unions to the borrowers is a matter of their
ordinary commercial business.

Senator Phillips (Prince): What rate are
You charging the province?

Mr. Keni: One-quarter of 1 per cent over
the federal rate at the time they actually take
Up the loan. It comes out to 8% per cent at
the moment, I believe. At least that is what it
Was for the last quarter. We don’t know yet
What it is for this quarter.

. Senator Phillips (Prince): The socioeconom-
le aspect of the plan disturbs me in that there
S a plan to move something like 3,300 rural
families to new communities. I find nothing in

€ plan to provide employment for these
Deople. What do you have in mind for
fmployment?

. Mr. Kent: Well, you will recall that there is
I the plan a part of the expenditure which is
Dbrovided for various types of industrial devel-
gDmentz market development, the provision
. Credit to industry, the provision of some
Apital for anti-pollution measures and so on;
. of which is designed to increase the
“Mount of processing carried out on the
land on the basis of a larger and more
Wersified agriculture. This is the employ-
Ment change on the direct industrial side.
Of course, the other factor is that as living
ndards rise, if the plan is successful in
aking possible an increase in agricultural
Productivity, then we will experience what
-Ways happens with a higher level of
Comes. All sorts of higher levels of service,
Rot only in the tertiary industry sense, but
O in the provision of public services,
€Come possible. These are the things that are
o Our intensive and employment intensive all
€r the national economy.
thManufactu.ring development is crucial to
€ Whole process, in a very real sense the
Park plug. Nothing else is going to happen
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successfully without it. But manufacturing
employment itself does not increase very
much anywhere. What happens is that with
higher 1levels of earnings, resulting from
more productive manufacturing employment,
people have much more money to spend on
services and that is where the employment
comes in. This is, after all, the trend of the
economy as a whole and Prince Edward
Island is clearly likely to be a substantial
beneficiary from that sort of trend.

Senator Phillips (Prince): You list labour
force as 3,300. The Dominion Bureau of Sta-
tistics informed me that there were 2,000 of
these people unemployed during last winter.
This leaves me with concern that the plan is
not moving enough towards an industrial side
to provide employment. You mention agricul-
tural processing, but this is on a seasonal
basis and does not provide the individual
with year-round employment.

Mr. Kent: Some agricultural processing
does, but a good deal of it does not, no. What
it usually does is to provide a considerable
increase in income for people who otherwise
would be unemployed at that time of the year
and are employed at other times in whatever
it may be, tourism, fishing, et cetera.

Senator Phillips (Prince): How many farm-
ers and fishermen will be moved out under
your land management and reduction of the
number of fisheries?

Mr. Kent: One cannot, fortunately I think,
answer that. It is not a question of anyone
being moved out. It is, after all, a question of
how many people take advantage of the
opportunities for, for example, selling their
land under the land adjustment program and
then deciding to move into a town rather
than continuing to live in their existing farm
houses. Under the arrangements of the plan
they can do that as an alternative. I do not
think one can predict these things in any
precise way at all, because people have
choices and they will exercise them.

Senator Phillips (Prince): Your program
includes $10 million for public involvement. Is
this sum not rather high for 100,000 people? I
realize public involvement takes in many dif-
ferent aspects.

Mr. Kent: The counselling expenditures are
about $5 million—no a bit under $10 million.
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Senator Phillips (Prince): Is this figure not
rather high for 100,000 people?

Mr. Kent: It certainly is a fairly high
figure. It is $100 a head, but over a six year
period that is about $16 per person a year. It
certainly is quite a—what shall I say?—sub-
stantial service, but I would think it probably
does not compare at all unfavourably with
the costs of a great many of the referral
services over the whole range of social
activity.

Senator Phillips (Prince): I make one brief
comment, and then cease my questioning.

Standing Senate Committee

I hope that Information Canada does not
become as expensive as counselling in P.E.I,
or we are going to need another White Paper.

Mr. Keni: If I may say so, counselling is
different from information, and more
expensive.

The Acting Chairman: Honourable senators,
on your behalf I would like to thank Mr.
Kent and Mr. Franklin for their presence
here, and especially to thank Mr. Kent for his
relaxed submission to the questions that have
been asked of him.

The committee adjourned.

Queen’s Printer for Canada, Ottawa, 1970
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THE STANDING SENATE COMMITTEE ON NATIONAL FINANCE
The Honourable T. D’Arcy Leonard, Chairman

The Honourable Senators:

Aird Grosart McDonald
Beaubien Hays McLean
Benidickson Isnor Nichol

Bourget Kinley Paterson

Bourque Laird Pearson
Desruisseaux Leonard Phillips (Rigaud)
Everett MacDonald (Queens) Phillips (Prince)
*Flynn *Martin O’Leary (Carleton)
Fournier (Madawaska- Methot Sparrow

Restigouche) Molson Walker—(28).

Gelinas

(Quorum T7)

* Ex officio members: Flynn and Martin.




ORDER OF REFERENCE

Extract from the Minutes of Proceedings of February 12th, 1970.
“With leave of the Senate,

The Honourable Senator Martin, P.C., moved, seconded by the Hon-
ourable Senator Langlois:

That the Standing Senate Committee on National Finance be author-
ized to examine and report upon the expenditures proposed by the
Estimates laid before Parliament for the fiscal year ending 31st March,

1971, in advance of Bills based upon the said Estimates reaching the
Senate;

That the Committee have power to engage the services of such
counsel and technical, clerical and other personnel as may be necessary
for the purpose of the inquiry; and

That the Committee have power to sit during adjournments of the
Senate.

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

ROBERT FORTIER,
Clerk of the Senate.

21382—13
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MINUTES OF PROCEEDINGS

THURSDAY, April 16, 1970
(6)
Pursuant to adjournment and notice the Standing Senate Committee on
National Finance met this day at 10.00 a.m. for the further consideration of

the Main Estimates laid before Parliament for the fiscal year ending March
31st, 1971.

Present: The Honourable Senators: Leonard (Chairman), Aird, Beaubien,
Desruisseaux, Everett, Grosart, Hays, Molson and McDonald. (9).

Ordered,—That 800 copies in English and 300 copies in French of the pro-
ceedings of the Committee be printed.
The following witness was heard:
Mr. E. P. Neufeld, Professor of Economics, University of Toronto.

Ordered,—That the charts appended to Professor Neufeld’s brief be printed
as Appendix “A” to these proceedings.

At 12.05 p.m. the Committee adjourned to Thursday, April 23rd, 1970, at
10.00 a.m.
ATTEST.
Gérard Lemire
Clerk of the Committee
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THE STANDING SENATE COMMITTEE ON NATIONAL FINANCE

EVIDENCE

Ottawa, Thursday, April 16, 1970

The Standing Senate Committee on Nation-
al Finance, to which was referred the Esti-
Mates laid before Parliament for the fiscal
Year ending 31st March 1971, met this day at

0.00 am.

Senator T. D'Arcy Leonard (Chairman) in
€ Chair.

The Chairman: Honourable senators, it is

ten o’clock and notwithstanding the fact that

ee other committees are meeting this

Morning, we have a quorum here. Therefore I
we should proceed right away.

Upon motion, it was resolved that a
verbatim report be made of the proceed-
ings and to recommend that 800 copies in
English and 300 copies in French be
printed.

Copies of this map dealing with the desig-
Nated regions under the Regional Develop-
Ment Incentives Act have been distributed.

€ map was referred to in the evidence of

- Tom Kent, Deputy Minister, Department
of Regional Economic Expansion, at our last

€eting, I presume that we simply need to
?Qte in the minutes that this has been dis-
Tlbuted and it is not necessary to include it
R our minutes in any shape or form.

thThat is the only other preliminary business
Cat we have, except that Honourable Jean
hIétien, Minister of Indian Affairs and
Orthern Development, is to be our witness
€xt Thursday, when we will be dealing more
sp8ciﬁcally with the Estimates of his depart-
Eent as distinet from what we are consider-
8 today, which is the overall picture of the
?I?ect of the Government Estimates for 1970-
on the economic situation in Canada.

. Senator Desruisseaux: Mr. Chairman, what

1o the date of this map? It is published in

thﬁ‘@, but I thought that Regina was added to
€ designated areas some months ago.

thsenator Everett: I may be able to answer

t, Mr. Chairman. These are the designated
€as under the Industrial Research and

Development Incentives Act. Two months ago
the Minister of Regional Economic Expansion
designated special areas in which the Govern-
ment not only gives benefits that are avail-
able under this act, but also gives grants in
order to develop what they refer to as the
infrastructure of the particular community,
being roads, bridges, schools, and so on.
Regina, which was not included in the desig-
nated areas under the Industrial Research and
Development Incentives Act, was included in
the special areas, and therefore gets the bene-
fits of both situations.

Senator Molson: Are there many special
areas? You mentioned Regina; was there a lot
of territory?

Senator Evereti: I think there were some-
thing like 12. There was Halifax, for example,
The Pas in Manitoba, Regina and Saskatoon.

Senator Desruisseaux: Would this mean
that designated areas would benefit under
both?

Senator Everett: The designated areas here
only benefit under the Industrial Research
and Development Incentives Act. The special
areas, in effect, benefit under both.

Senator Desruisseaux: The special areas
benefit much more then?

Senator Evereti: That is right.

Senator Desruisseaux: There is no map of
them.

Senator Everett: Yes, I believe there was a
map submitted with Mr. Kent’s evidence last
week showing the special areas.

Senator Desruisseaux: Is that to be made
available?

The Chairman: Was it distributed at all?
Senator Everett: No, it was not.

The Chairman: We will make a note to
obtain from the department and Mr. Kent the
information, a map preferably, with respect
to the special areas and infrastructure

6:7
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arrangement, in addition to the designated
areas.

Are there any other preliminary questions?
There being none, I welcome back to this
committee our witness for today, Professor E.
P. Neufeld, Professor of Economics of the
University of Toronto. Most of you will recall
hearing him last year on two occasions and
that his evidence was extremely helpful to us,
which I am sure it will be again today. As I
said at the outset, we are dealing now with
the general problem of the Government
expenditures as forecast in the Estimates in
their impact on the economic situation in
Canada. Without further ado I will ask
Professor Neufeld if he will proceed. He has
distributed a copy of the paper that he has
prepared.

Professor E. P. Neufeld, Professor of Eco-
nomics, University of Toronto: Mr. Chairman,
honourable senators: thank you very much
for asking me to appear before this commit-
tee. It is an honour for me. I would just like
to say that there are a few changes which I
will introduce into the distributed memoran-
dum arising from additional information that
has come to me following its typing.

My understanding is that you would wish
me to discuss the economic implications and
appropriateness of proposed federal Govern-
ment expenditures.

I pointed out during my appearance before
this committee last year that from an eco-
nomic point of view Government expendi-
tures should be appraised in two ways. First,
they should be judged with respect to their
appropriateness for combatting short-term
cyclical movements in employment and
prices. Second, they should be appraised with
respect to their long-term implications for
economic efficiency in the allocation of the
nation’s resources. This continues to be a
useful approach for examining the appropri-
ateness of planned Government expenditures.

Budgetary expenditures of the federal Gov-
ernment for the 1970-71 fiscal year are
expected to increase by 8.3 per cent to a total
of $12,900 million. This is the smallest per-
centage increase since fiscal 1965-1966. Budge-
tary revenues are expected to be sufficient to
produce a surplus of $250 million compared
with $355 million in 1969-70 and a deficit of
$576 million. So whereas last year there was
a “turn around” of plus $931 million this year
it was minus $105 million. This means that
while the accounts injected a substantial
amount of added restriction into the economy
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last year, they will not do so this year and on
balance, even from a budgetary point of view,
will ease restriction.

We may also look at expenditures in the
national accounting framework, thereby con-
centrating on the impact of the federal Gov-
ernment’s expenditures on the demand for
goods and services. Total federal Government
expenditures viewed in this way are expected
to rise by no less than 12.7 per cent in 1970-
71, which is a higher rate than the expected
increase in the value of the nation’s output of
goods and services, and is also larger than the
increase in 1969-70 when such expenditures
rose by only 10.1 per cent. So it seems that o?
a national accounting basis the federal Gov-
ernment’s surplus is estimated at $130 millio®
for 1970-71 compared with $570 million 1B
1969-70, or a “turn around” of $440 millioB
deficit. Since there was a deficit of $80 million
in 1968-69, the “turn around” last year was
plus $650 million. So again it would seem that
the federal Government accounts will be 1€sS
restrictive in 1970-71 than in 1969-70.

Again, if you look at it in this way it would
seem that the federal Government accoun!
would be less restrictive in 1970-71 than 1B
1969-70. I might add that there is a bit of
semantics involved. These people use
phrase that it will be “less restrictive,” and
others use the phrase that it will be “moré
expansionary.” I think you have to realiz®
that it is the same thing. Moving from a larg®
surplus to a small surplus is expansionary 3
exactly the same way as would be the case if
you moved from a smaller surplus to a sm é
er deficit. We face a budget and propose
expenditure program which has to be regard'
ed as being expansionary in nature.

To judge whether these developments 3’?
economically appropriate requires an eX
nation of the state of economic activity-

Senator Grosari: Could I interrupt at thlj
point to ask Professor Neufeld to do m€
personal favour and explain the differe?
between budgetary expenditures, budgetarg
plus statutes and budget accounts. The €
result is markedly different from an increa®
of 8 per cent to 12 per cent. I have tried V:he
hard to find out the difference from *°

books.

Professor Neufeld: The main differenc® if
that the national accounts approach conc
trates on the direct impact of the govern® od5
spending and taxing for the demand of £° of
and services. There are all kinds of oth
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expenditures, such as transfer payments, that
do not have the direct impact of the demand
for goods and their services. That is the
Mmajor difference.

What one can do for example, if you look
at the budgetary expenditures, is adjust to
those budgetary expenditures to reconcile
them with the national accounts kind of
€xpenditures. What happens is that you
deduct some items and you add others. The
Ones that you deduct are budgetary transfers
to funds and agencies, also for accounting
Teasons, post office expenditures, the deficit of
8overnment business enterprise write-offs,
budgetary revenue items, offset gains and
budgetary expenditures. These are the things
You take off. The ones which you put on are
old age security benefits, unemployment
Insurance benefits, government pensions, prai-
Tie farmer’s payments, expenditures for gov-
€rnment funds agencies and a lot of miscel-
laneous items. You make those adjustments to
Your budgetary expenditures and you arrive
2 what you call expenditures on the national
Accounts basis. The idea is to get a figure that
More accurately shows the demand impact on

€ nation’s output.

. Senator Grosari: The older type of account-
Ing is somehow useful.

Professor Neufeld: We think it is useful for
Some purposes and not for others. Obviously
You were thinking of the implications that
8overnment expenditures will have for
Nancing, because all expenditures have to be
Nanced you will want to get some indication
of how much financing the government will
ave to do in the market and how much it
Will do internally. It is also useful if you feel
Phat transfer payments and those sorts of
l.te{ns, in themselves, have important econom-
e implications. They of course do, but if you
are thinking simply in terms of the impact on
th? demand for the nation’s output then I
Ink it is best to look at the national
8counts expenditures.

My answer to youwould be that the budge-
tary expenditures are useful for some pur-
Poses and the national accounts kind of
;"Denditure framework is useful for others.

O my immediate purpose, that is trying to
guesS or speculate on the impact of the gov-
tﬁnment spending plans of the demand for
I € nation’s output and therefore for inflation,
Prefer to look at the national accounts basis
s ®Xpenditures. This year this is particularly
ZnDO‘rtant, because added in that way the
XDenditures are much larger then the budge-

tary expenditures. The increase in the expen-
diture is much larger than the increase in the
budgetary expenditures.

Senator Molson: You need the budgetary
figures anyway to get the impact of what the
federal government is withdrawing in form of
taxes and spending in all phases, as well as
the financial impact, don’t you?

Professor Neufeld: Yes, you do. Frequently
people refer to the proportion of total govern-
ment spending as proportionate to the gross
national product. I refer to that later on. It is
a sort of measure of the total impact on the
economy, including both transfer payments
and demand for goods and services. For some
purposes that is a useful thing to have.

Senator Aird: Isn’t it also useful as an
international comparative?

Professor Neufeld: I think that it is for two
reasons, that you might find it useful to have
international comparisons with respect to the
size of the government sector as measured by
the amount of goods and services that the
government sector actually takes to itself.
This is the national accounting aspect, but at
the same time you might find that it is useful
to make international comparisons with
respect to the amount of transfer payments
there are to the extent which government
takes money away from some people and
gives to others through welfare schemes and
medical schemes.

I agree that for international comparisons it
is useful, but I would say that it is useful
from the two accounting points of view. I
would want to know both the size of the
government sector internationally from the
point of view of goods and services that the
govenment sector takes and also from the
point of view of the relative size of transfer
payments involved.

Senator Everett: You state that when you
are looking at the national accounts method
of accounting that in the 1970-71 year there is
an expansion of some $440 million or, put
of $440 million. Could we look at the other
another way, it is less restrictive to the extent
side of the coin and say that it is more res-
trictive in the sense that the Government is
spending that much less for goods and ser-
vices so that on a national accounts basis the
budget has no effect and that it is a balance
between decreased revenues and decreased
purchases.
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Professor Neufeld: I do not think you could,
because the Government, first of all, is in fact
spending more on a national accounts basis. It
is spending 12.7 per cent more on a national
accounts basis, and just from that point of
view it would be regarded as being expan-
sionary even more than last year when the
increase was just over 10 per cent. Even if
you take the view that it is not just the
expenditures that matter, but also the reve-
nue, I would say it is an expansionary budget
because, as I point out, the turn-around on
the balance is a negative of $440 million, a
move from a big surplus last year to a much
smaller one this year. This turn-around of a
negative $440 million must be regarded as an
example of budgetary restraint on the
economy.

Senator Everett: What would happen if the
budget deficit increased instead of reduced
and the expenditures stayed the same, for
example?

Professor Neufeld: I believe you would
have further expansionary influences. Expan-
sion and contraction can come from either the
spending side or the tax side or from. both. In
the case that you have mentioned, you are
keeping spending constant and you are
envisaging a decline in tax revenue, which
together produce a bigger deficit. That would
be regarded from an economic point of view
as an expansion. It could have happened
through an expansion of spending and con-
stant revenues just as easily.

Senator Everett: Could spending and reve-
nue then balance each other out in certain
cases? I agree with you here in your brief. I
see your point that in this case both are
expansionary, and therefore, the net effect
must be expansionary. But could there be a
situation in which they just balance each
other out and have no effect?

Professor Neufeld: Yes, there could be. Yes.

The Chairman: As I understand Professor
Neufeld when he is analysing this, the Gov-
ernment accounts would be less restrictive in
1970-71. What he is saying is, to me, that they
will be more inflationary. In other words, the
Government might have had a larger surplus
on its Government accounts; but it is going to
have a smaller surplus than it had before and
to that extent that smaller surplus or addi-
tional expenditure is inflationary.

Professor Neufeld: That is exactly right.
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The Chairman: Perhaps we could let
Professor Neufeld go ahead now.

Professor Neufeld: To judge whether these
developments are economically appropriate
requires an examination of the state of eco-
nomic activity. I have prepared some charts
to assist us in such an examination. Chart I
shows that unemployment in Canada has for
about a year remained at roughly the 4.8 per
cent level, and that in early 1970 the United
States unemployment rates began to move
sharply upward.

I might add that an additional March figure
for the United States shows that that increase
in unemployment has continued into March.

Chart II shows that in recent months the
unemployed have been more evenly dis-
tributed regionally in that the rate in Ontari0
has begun to be higher relative to the nation-
al average unemployment rate than it was
six months ago, and the Quebec rate has
begun to be lower than it was.

In February of 1970 the Ontario unemploy-
ment rate was 3.6 per cent of the labour
force, the highest rate since July, 1968. Unem-~
ployment figures therefore suggest that a cer-
tain slackness in economic activity has beer
created in both Canada and the United States
and I would add, almost certainy because ©
the tight monetary and fiscal restraint of the
past year. Growth of real gross national prod-
uct in both Canada and the United Stateés
tells the same story. Since the first quarter of
1969 real gross national product has increaseé
only at a slow rate. In the United States it
declined on balance in the fourth quarter of
1969 and almost certainly declined substa’”
tially more in the first quarter of 1970, Thos®
figures are not yet available. In both countri€®
profits have been declining which, s0™°
believe, might reduce the enthusiasm of bus®”
nessmen to engage in capital spending.

With this distinet slow-down in econom’fa
activity it might be thought that a mOV
toward easier fiscal and monetary P°hcy
would not be appropriate. However, £
major complicating factor is the absenceé
concrete evidence that inflation and inflatio®
ary cost increases have begun to deceleraté ~~
a significant way. In February Canadian o’
sumer prices were running 5 per cent ahige
of a year ago and if the inflation rate of
last three months up to February weré th
continue, the year 1970 would end up lnt
the consumer price index up to 4 per cfex
over 1969. The March consumer price 1 a it
was made available just the other day an
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shows that it is running 4.6 per cent ahead of
4 year ago, compared with 5 per cent in
February, and in 1969 as a whole it rose by
4} per cent.

. There is as yet no evidence that wage cost
Increases are coming down. In January 1970,
average hourly earnings in manufacturing
Were running 8.5 per cent ahead of a year
ago, whereas in January 1969, the figure was
8.4 per cent. Base rate wage increases for all
agreements covering 500 or more employees
€xcluding construction rose by 8 per cent in
1968, and 7.9 per cent in 1969, with the quar-
terly increases in 1969, beginning with the

t quarter, being as follows: 7.2 per cent,
7 per cent, 7.9 per cent and 8.8 per cent.

So that the highest settlements in 1969
Came at the end of the year rather than at the
€ginning of the year.

Senator Aird: Why do you

exclude
Construction?

Professor Neufeld: The only reason con-
Struction is excluded is that the official figures
Compiled do not include construction. It
Would be better if it were included, but in
act for statistical reasons, I guess, it has not

€en possible to get adequate surveys of that
area. It is almost certainly the case that the

ICreases in the construction area would be

1gger than this.

Senator Aird: I think it is a very important

OInt, Mr. Chairman. If we are in fact to have

:0 e picture of the situation, it seems clear
me that every cost should be included.

Professor Neufeld: I think it would be very
®sirable to have equivalent statistics for the
-OBstruction industry. All I can say, however,
subhat the official publications showing quite
nots!:antlal details on wage settlements have
included the construction industry.

Senator Desruisseaux: Have these statistics
Ways been made this way?

thpmfessor Neufeld: Yes. This in itself,

be°ugh, is already a great step forward,

hacause even a year or two ago we did not
Ve this information.

Senator Molson: The construction settle-
€t that took place in the Toronto area a
an, ago last summer was simply fabulous
® d affected thousands of employees. I cannot
struef!_lber the figures now, but the whole con-
afy, Ction industry in the Toronto area was

ee°ted, I believe. It involved very high fig-
S as I recall,
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The Chairman: We might make a note to
see if we can get some special information on
that. My own impression would be, as Profes-
sor Neufeld has indicated, that the figures for
the construction industry would be greater
than these figures.

We might see if we can find some more
information on that score.

Professor Neufeld: In some respects these
developments are more serious in Canada
than in the United States, and in others they
are not. Chart III shows that average hourly
earnings in manufacturing in Canada are con-
tinuing to rise more rapidly than in the
United States, whereas chart IV which
shows the consumer price index in the two
countries, the bottom line showing the ratio
of Canada to the United States, suggests
that consumer prices in Canada have been
rising less quickly than in the United States.
The recent economic slowdown in the United
States may however begin to reduce
their rate of inflation.

So what we have seen over the past year is
a slowing down of the demand for an output
of the nation’s goods and services, but no
decisive slowing down of price and wage cost
increases. One final aspect of the economic
scenery must be examined, namely, prospects
for the demand for output in the near term.
Possibly the most significant development in
this respect is the recent publication of U.S.
Commerce Estimates of 1970 spending plans
of U.S.-owned companies in Canada. These
showed that such businesses were planning to
increase their capital spending to $2,883, mil-
lion to $2,335 million in 1969, or 23.4 per cent.
While financing difficulties and declining
profits may cause that figure to become much
smaller, it does suggest that fundamentally
business activity has an expansionary and not
a contractionary bias in 1970. This is also
suggested, I might add, although not so
dramatically by the Canadian capital spend-
ing intention figures published the other day
and which appeared in the newspaper
reports. I think it was yesterday or the day
before.

The Chairman: I think we received this
yesterday. It is a White Paper on Capital
Intentions.

Professor Neufeld: Those figures show that
basically while you have an overall capital
spending program of 7.5 per cent bigger than
last year, the business part of it is up by 11
per cent and I might also add that the Gov-
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ernment and institutional part of it is up by
10 per cent. It is really only housing that is
down, and it is only because housing is down
that the total figure is down. Housing is down
by 5 per cent. So that the figures, the total
figures suggest that business bias is in the
direction of expansion in 1970.

Senator Molson:
dollars?

Those are not constant

Professor Neufeld: No, those are current

dollar figures and three is an inflation element
in that.

Senator Aird: Just in passing, Mr. Chair-
man, I think those figures from the United
States Commerce Department came out in a
relative context which showed the Canadian
increase at this figure of 23.4 per cent. If my
memory serves me correctly, this was the
largest area of capital expansion on a pro-
rated basis as contrasted to, say, subsidiaries
in Japan, Europe and so on.

Professor Neufeld: I think that is right. It
seems to be the case that US subsidiaries are
regarding Canada in a relative sense as a
‘very attractive form of expansion in the
years ahead.

Senator Grosari: Could I ask Professor
Neufeld in relation to chart III for a little
fuller description of the chart and of the
heading because on first looking at it, it
would appear that average real earnings in
Canada are higher than in the United States.

Professor Neufeld: It is an index.

Senator Grosart: Am I correct in saying
that it is a percentage of 1958 levels?

Professor'Neufeld: That is correct.

The Chairman: In other words, at the start-
ing point, the earnings in the United States
are higher than in Canada, and this repre-
sents what taken place since.

Senator Grosart: As a percentage figure of
what has taken place in 1958.

Senator Hays: Did I understand you to say
that the expansion of subsidiaries in Canada
would contribute to Canada’s growth in the
years ahead?

Professor Neufeld: Yes. What I wanted to
do was to form an impression as to whether
business in general is going to be expansion-
ary in Canada in the year ahead or not, and
it seemed to me that these capital spending
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figures related to the proposed spending of
United States subsidiaries in Canada suggests
that sector will be quite expansionary in the
year ahead. Now, the Canadian figures which
include those companies as well as
Canadian companies is a lower figure. It is @
different survey, but it also suggests that the
business area is biased in favour of expansion
in the year ahead.

Senator Hays: And will these funds b€
provided by the subsidiary or will this be
foreign capital coming into Canada?

Professor Neufeld: Probably both.

Senator Hays: How do these figures relate
back three or four years, not of necessity 1
percentage figures but in dollar figures?

Professor Neufeld: Well, I am not quité
sure whether this 23 per cent is one of the
highest or not. My guess would be it is one O
the highest figures we have seen, but I had
better not answer it in any definitive wa¥y
because I am not sure.

Senator Hays: Your studies would indicate
categorically that American interests ¥
Canada are possibly going to spend more per”
centage-wise than they have in the past?

Professor Neufeld: My guess would be y€%
but I would want to look back at the figure
to confirm. This 23 per cent looks very hig
to me.

Senator Aird: The place I saw this was 11'1
the Whaley-Eaton Newsletter, and my reco

lection is that this is with respect to Amer*
can spending in Canada.

Senator Everett: You gave us the ﬁguri
for the intentions in Canada as a whole whi¢”
were just released. Could you give the
centages again?

Professor Neufeld: The percentage for wtﬂ
spending for Canada—that is a total cap* o
spending program for Canada—is up 7.5‘ Pu
cent. The business part of it was up by abo s
11 per cent. Government and institutions Wa5
up by 10 per cent and housing is down P
per cent.

Senator Everett: Thank you.

Senator Grosart: Just going back to cpart

III for a second, I am interested in the gu’}’f
between the levels of earnings in manufact me
ing in the two countries. There seems t0 s
to be a very significant closing of the.waﬁ)is
rate gap between the two countries 1
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Period. How close is that gap to being closed,
do you know, or how much has it been
closed?

Professor Neufeld: I think a distinction has

be made between closing the gap in real
erms and closing the gap in monetary terms.
Over this period, by and large, we have had
More inflation in Canada than in the United
states, so some of these wage-rate increases
are really illusory in the sense that they re-
flect more inflation in Canada. So that from
the point of view of closing of the real gap in
Wages in terms of what they will actually
Uy, the recent study that I looked at that
Was published by the federal Government
Suggested there had been virtually no closing
On the average. In some areas, yes, in some
areas, no, and in some areas it widened out.

The Chairman: Notwithstanding the
utomotive agreement and the drive for
Parity, you feel there has not been a closing
Of the gap if you take into account the change
In prices?

Professor Neufeld: That is right. The rough
€ of thumb that in real terms incomes in
Anada are about a quarter below those of
€ United States still holds. There really is
Not any evidence that this is closing. I might
add that this is one of the reasons why this
end in chart III has to be worrying. If our
Wage rates are going up more than those in
the United States, when in fact there is very
le evidence that our productivity is going
Up at g faster rate, then it just has to be
ationary somewhere along the line. At pre-
Sent I find the relative movements in wage
Tates between the two countries really more
Worrying than the movement in prices. Our
cf)f_lSumer and wholesale prices have not been
Using faster than those in the United States
Or some time. They were a few years ago,
Ut they are not at present and some of them
Ve been rising less quickly than those in
€ United States. However, as you can see
I?0!11 Chart III, there has been a rather per-
Slsten upward bias in our relative wage rate
Tformance.

Senator Hays: Do you have any figures
lative to the breakdown between the rich
Orker and the poor worker. Where is this
.aDDening? Is the rich worker becoming
T €r and the poor worker becoming poorer?
be&re is a big discrepancy in the work forces
w{:""een those who are poorly paid and those
O are well paid.
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Professor Neufeld: Yes, this is certainly
true and particularly in periods of rapid infla-
tion. The rich workers, or the well organized
workers, almost never lose in an inflationary
period. That is, they are able to keep up, but
the poor workers, or less organized workers,
are the ones who take quite a while longer to
catch up. They usually do eventually, but it
generally takes much longer. A definite
answer to your question would involve
research showing changes in wage rates
between various classifications of workers. I
am not sure how by industry or regionally
this would indicate changes in income distri-
bution in Canada over the last year or two.
However, I think that as a minimum one can
say that since it is apparent that the increases
in wages to many sections of the economy,
the organized sections and even some of the
unorganized sections, have been very rapid at
a time when there has been some increase in
unemployment, there must have been some
transfer from the poor workers to the rich
workers.

Senator Hays: That is rather obvious, but a
year ago you gave us figures on the rich
worker and the poor worker. You did it by
way of the income tax they were paying and
this included probably some of the white
collar workers.

Professor Neufeld: I think that must have
been another witness. I did not get into that.
That was after-tax incomes of various income
groups.

Senator Hays: It seemed to me that 5 per
cent of the Canadian workers were contribut-
ing, or were expected to contribute about the
same amount of money to the tax revenues as
24 per cent do in the United States.

Professor Neufeld: I remember reading evi-
dence of that nature; I did not submit it
though.

The Chairman: That was one of our other
witnesses. We had specific discussion on that.
It was a professor from the University of
Montreal.

Senator Desruisseaux: Professor Forget.
The Chairman: That is right.

Senator Evereit: Am I to take it from your
figures that there is a greater squeeze on
Canadian business profits than there is in the
United States?

Professor Neufeld: Taking 1969 as a whole,
that was the case, there was a greater squeeze
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on profits in Canada than in the United
States. I have referred to the fact that his
capital spending in the year ahead seems to
be biased in favour of expansion, not contrac-
tion. Exports recently have been remarkably
strong, and while short-term influences such
as strikes of last fall partly explain current
strength in exports, I expect them to be suffi-
ciently strong so as to prevent an increase in
the size of the current account deficit in our
1970 balance of international payments. Con-
sumer spending was probably weak in early
1970 as indicated by the decline in car sales,
and proposed consumer credit controls may to
some extent slow down their recovery; but
with personal savings rates now probably
relatively high, I would expect some expan-
sion in spending as the year progresses.

It is within this general 1970 economic con-
text that the proposed 12.7 per cent increase
in federal Government spending, on a nation-
al accounts basis, must be appraised. The
danger is that if that spending increase is
accompanied by similar increases at the pro-
vincial and municipal levels, and is accom-
panied by an acceleration in business capital
spending, it could regenerate expectations of
increased inflation even before price and cost
increases of the past expansion have definite-
ly begun to decelerate. Because of this it
might have been more appropriate if the fed-
eral Government had planned for a smaller
increase in spending; in the event that subse-
quent developments called for an easing in
policy this could have been effected by a
change in monetary policy.

Senator Aird: Is the word “danger” truly a
fact? Is it not a fact that there is going to be
increased spending at provincial and munici-
pal levels? -

Professor Neufeld: I suppose it is a fact
once one has the statisties. I think that it is a
very high probability. I refer later on, for
example, to the Ontario budget, which was
brought down recently and shows an increase
in spending there of 14 per cent. T do not
know what the rest of the provinces or the
municipalities are doing. However I find it
very difficult to believe that their spending
increase is going to be below, say, 9 per cent.

The Chairman: Ontario was representative
of 35 per cent of the total provincial spend-
ing, so the 14 per cent increase there could
hardly be offset by any lesser spending in any
of the other provinces.

Professor Neufeld: I might refer briefly to
the implications of increased Government
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spending for long-term economic efficiency.
As Chart V shows, total Government expendi-
tures, and total Government expenditures on
goods and services, have been rising as a
proportion of Gross National Product—the
former amounting to around 33 per cent and
the latter to over 21 per cent in 1969. In
1970-71 total federal Government expendi-
tures, as we have seen, are expected to
increase by 8.3 per cent and total federal
Government expenditures on goods and ser-
vices by 12.7 per cent.

Ontario expenditures are up by 14.1 per
cent, so even taking the Ontario and total
federal expenditures together shows an
increase of 9% per cent. As I already men-
tioned, capital spending by governments 1
institutions is up by a smaller amount. There-
fore, we can take it that we are discussing 2
total government spending increase of tlf{e
order of 9, 10 or 11 per cent. I suggest thiS
would be faster than the growth in the gross
national product. Certainly, using the figure
of federal government expenditures on goo
and services as a proportion of G.N.P. and a5
a guide, it would seem that governmen
spending is continuing to take an increasing
share of the nation’s output. The importancé
of appraising the results of this shift O
resources has never been greater.

The President of the Treasury Board was
reported the other day as having criticiz
the Auditor General for going beyond matters
such as accounting procedures, and into the
realm of the appropriateness of some govers”
ment policies. The problem is that neither th€
Auditor - General, nor anyone else seems
have gone nearly far enough in appraisl
the benefits the nation receives, or does n°
receive from government expenditure PO
grams. The potential losses to the nation
imperfect accounting procedures are insigni"
cant compared with the potential losses fl'om
programs, while perfectly satisfactory 11
financial control sense, do not produce %
benefits they are designed to produce. P0§Sl:
bly the country should have an economis 2
general in addition to an auditor general. One
way or another there should be a much moF
critical and informed analysis of costs 2%
benefits with respect to government exper
tures than there has been in the past

The Chairman: That gives us something tg
digest and to think about. I am sure ]
there are questions in the minds of all of Yosj
but rather significant comments that Pl‘ofet,s
sor Neufeld has made on the governl'fler‘:he
plans for expenditures as represented by

-
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estimates for 1970-71. Who would like to start
off?

Senator Desruisseaux: Are your views gen-
€rally concurred with by the other economists
In Canada?

Professor Neufeld: I think that the record
Would probably suggest that I have been
More concerned with the problems of infla-
thn, including excessive cost increases over

e last two or three years than most econo-
Mists. I remember three years ago, in front of
2 parliamentary committee, arguing the need
for measures designed to deal with excessive
Cost increases and I think that at that time I
Was probably one of the few to do so. This

Oes not necessarily mean that I am correct.
All T am doing is to give you my own biases,
and my bias has been one of some concern
OVer the rate of price and cost. I think anoth-
€r bias I have is that I am basically more
Optimistic than many economists are about

e direction of economic activity. My own
eling is that we are basically in an expan-
Slonary environment and not in a contrac-
onary environment, and we will see a very
'apid expansion in capital spending in the

Usiness sector.

Senator Hays: What is the gross national
toduct now?

Professor Neufeld: It was running in the
Ourth quarter in money terms at 80,252,000,-

0 for the year 1969, as a whole, which was
70,099,000,000. The increase in 1969 over 1968,
Mmoney terms, was 9.3 per cent.

0Oﬁenator Hays: So it is running 80,200,000,-
?

Professor Neufeld: In the fourth quarter.

The Chairman: If that rate continues for

11)?69-70 it would be approximately $80
ion?

thPI'Ofessor Neufeld: Yes, my guess is that
$e rate in the first quarter of 1970 is about
81 billion.

Senator Hays: Seven or eight years ago the
0SS national product was around $43 billion.
€ have almost doubled this in seven years.

1 906W many economists predicted that back in
0.

Professor Neufeld: I think that the econo-
th ts would not have predicted that, because
€ amount of inflation that we have had is
fater than anyone would have forecasted at
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that time. If you adjust for inflation then the
sort of real growth rate increases.

Senator Hays: What is the greatest, infla-
tion or deflation?

Professor Neufeld: I beg your pardon?

Senator Hays: What is the greatest sin,
deflation or inflation?

Professor Neufeld: I think they are both
very undesirable in several instances.

Inflation is undesirable for many reasons
which we all understand. Deflation is undesi-
rable from two points of view, firstly, because
it is usually accompanied by quite high
unemployment levels and secondly, because
the income redistribution effects arising from
falling prices may be just as serious as the
income redistribution effects from rising
prices. I would say both inflation and defla-
tion is bad.

Senator Hays: So I suppose one of the con-
cerns we must have is being able to compete
with other countries but the whole world is
moving in an inflationary period.

Do you have any figures on where Canada
now stands in competing with the world? I
think a year ago we were the fourth largest
exporter in the world, even though we were a
very small country. I see where our exports
are up and the percentage is up. Do you have
any figures as to where we stand and what
countries are now ahead of us?

Professor Neufeld: In terms of?

Senator Hays:
dollars.

Of total exports and in

Professor Neufeld: I do not have those fig-
ures here. I know that our exports of 1969,
while they were up quite substantially, were
not up as much as the increase in the exports
of the industrially developed countries in the
world, excluding the United States.

Senator Hays: Percentage-wise. They were
around 13 billion?

Professor Neufeld: The percentage increase
was not as high. I do not know if there is any
significance in- that at all. If you look just
simply at our balance of international pay-
ments and at our Canadian dollar you will
find that the Canadian dollar has been
exceedingly strong and our balance of pay-
ments has been quite good. In the first quar-
ter of this year, partly for special reasons, it
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is true that we saw a huge increase in our
surplus in trade. Therefore, I do not think
there is much wrong with our trade position
yet. The real problem arises when we permit
the inflation rate to proceed to the point
where there is something wrong.

Senator Hays: This is the very point I am
getting at. You have to buy and sell so in
order to buy and sell you have to be in step
with the rest of the world and your trading
partners. Is it possible, Professor Neufeld,
that you may be abe to give us the figures on
where we stand? I am sure that we were in
third or fourth place as an exporting nation
in the world.

Senator Beaubien: That is right.

Senator Hays: What is our position and are
we competing?

Professor Neufeld: We are, there is no
question about that. The growth of our
exports show that we are competing still
quite effectively. Those international compari-
sons would be somewhat out-of-date. That
would be one of the things that would bother
me. It would not be difficult, however, to get
some figures of the size of exports of various
countries of the world.

Senator Aird: Certain articles appearing
recently have suggested that a certain amount
of inflation is concomitant with the system we
have at present. I have heard the view
expressed that a 2 per cent factor is one we
can live with. What would be your view on
that?

Professor Neufeld: I think that a few years
ago I would have been quite content to make
that kind of generalization. What worries me
now is the possibility that it may be no easier
to maintain 4 per cent than 2 per cent or 6
per cent than 4 per cent. And given that, we
might as well opt for having a relatively low
rate of inflation. Our problem has been that
we have had between 4 and 5 per cent infla-
tion—not 2 per cent.

So my argument would be that, if we got
down to 2 per cent and kept it there, that
would be a pretty satisfactory performance. I
myself would be content with it. But I think
that what had been thought was that it might
be easier to maintain 4 per cent than 2 per
cent. That I would now question. I suspect
that we might as well go down to 2 per cent
because it would not be any more difficult to
maintain than maintaining 4 per cent.
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Senator Beaubien: Professor Neufeld, the
labour settlements we have had of late have
been in the order of 8 per cent a year. How
can we possibly get away from inflation if
those percentages continue?

Professor Neufeld: I don’t think we will. I
agree with you. I think that in 1970 we will
be fortunate if we have a rate of inflation as
low as 3} per cent. I think it could move to 33
per cent, if anti-inflationary policies are per-
sisted in. But just simply because of the built-
in cost increases I would think it would be
very difficult to do much better than 3% per
cent inflation in 1970.

Senator Hays: Just what would happen if
we got it down to 2 per cent? What would b€
the unemployment rate?

Senator Beaubien: You can’t get it down 10
2 per cent.

Professor Neufeld: I think that the unem-
ployment rate that is accompanied by varying
rates of inflation is quite a flexible thing
Economists for a while tended to leave the
impression that there was a pretty stable
trade-off; that is, that if you had a lower raté
of inflation you would have a higher rate ©
unemployment and so on, but my own feeling
is that if one were to accompany a policy ©:
price stability with other policies that would
move people to where the jobs are, one cO
probably move down to a 2 per cent inflatio?
rate and still have unemployment that is B°
higher than it is now.

Senator Hays: But the methods that yoU
use to curb inflation accelerate unemploy~
ment, don’t they?

Senator Molson: Did not the Germ"’“:
experience bear out what you said a mome?
ago, Professor Neufeld, in recent years? I
referring to West Germany.

Professor Neufeld: I think it has, 1 would
make the distinction between bringing aﬁ
inflation under control and moving to a 9
of sustained record of inflation and grow"’
Once you have inflation the matter of brmgt
ing it under control is likely to be someW
bloody, if I may use that expression.

Senator Hays: Bloody, bloody.

Professor Neufeld: It seems at present, i

example, that there are not going to be
important useful substitutes for the us€
monetary policies and fiscal policies to P**°
present costs and price inflation under co
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trol. But I feel that if you look beyond that,
and once you have it under control, when the
Mmatter of keeping it under control may well
be possible through the use of those policies
as well as others. Hopefully, in that way we’
cO_u.ld have a lower rate of inflation together
With the satisfactory level of unemployment.

Senator Hays; You don’t think that it
affects our trade? For instance, if the Canadi-
an dollar is par or is, say, one-ten, then our
Sales start dropping. We just then start drop-
Ping off on exports or we are not competing.
N other words, we are not keeping in step
With everybody. )

. Professor Neufeld: You have raised a very
Important issue, and that is the relationship
etween our domestic control of inflation and
our exchange rate. For example, one could
argue that, if we really bring inflation under
Control, this will so improve our balance of
Payments position that it will cause an
Upward pressure on the Canadian dollar
Which, of course, would make exports more
®Xpensive to foreigners. I think this is an
Ssue on which the nation has to clarify what
 wants to do. I know what I think should
happen.

First of all, I incline to the view that a 923}
ent dollar within the context of Canadian
Istory is a very unusual dollar and that,

8 torically, a par dollar has been much more
Ormal than a 92} cent dollar.

Senator Hays: That is right.

Professor Neufeld: Therefore it does not
Dx?rry me particularly if we pursue domestic
Ice policies that lead to a strong balance of
@yments position and that eventually lead to
dopy Upward revaluation of the Canadian
b ar. Never forget that while you might
8ue that that works against exporters, you
Del:-s't also remember that the preceeding
% 1od of keeping prices under control also
Orks against exporters. So over time the two
“Set each other.

Here is where I differ substantially with a
Mber of economists who are inclined to
roU€ that we should not try to have a lower
pf inflation than anyone else because all
ill do is to cause balance of payments
lems and put pressure on the Canadian

it w
brop,

q
l:euar- My own feeling is that we have
%n";ay there and that, if need be, we should

hay, ol inflation to the point where we do
€ a strong export position, even if this
213822
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requires upward revaluation of the Canadian

“dollar.

Senator Hays: I don’t know how you can
have both. Senator Molson can’t sell any beer
and I can’t sell any cattle and we will be in a

hell of a shape with the Senate salaries we
get.

Senator Molson: Any change there would
be inflationary.

Senator Beaubien: But, Professor Neufeld,
how can you control inflation if in any future
labour settlements the cost is going to go up
by 8 per cent a year? Every time somebody
signs a contract at 8 per cent he thinks he is
doing well. Everything is based on labour.

Professor Neufeld: That is true. There is
one glimmer of hope which I would refer you
to, and that is that if you look at wage rates
settlements from the point of view of the
amount of settlement in the first year covered
by the contracts, then the amount of the set-
tlement in the second year covered by the
contract and the amount of the settlement in
the third year of the contract, if you look at it
that way, what does it show? It shows that in
1969 all the settlements signed had a 9%
per cent wage increase in the first year, a 6
per cent increase in the second year and a 5.2
per cent increase in the third year so that, if
we could just get the new settlement down,
the hangover from the old settlements would
not cause all that much trouble after the first
year. This is the crucial issue, it seems to me.

Senator Molson: New settlements are not
showing any indication of that so far,
however.

Professor Neufeld: Not so far,

Senator Molson: Not so far this year. Just
following through on the question of inflation,
I might say that Professor Young’s Commis-
sion inclined to bring all phases of economic
activity into line, and when he got around to
organized labour the Commission made the
point that they did not consider rate changes
as inflationary or wage increases as contribut-
ing to inflation. Would you agree with that?

Professor Neufeld: My own feeling is that
the current efforts of the Prices and Income
Commission to control inflation will be a
failure unless the work of that Commission
gets through to wage-rate increases.

Why?

Professor Neufeld: The reason is that the
upward impetus on prices for the last year or

no.

Senator Molson:
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so has not been in the area of profits. It has
been in the area of wages. In fact, profits
have been declining and wages have been
rising. So that to concentrate only on busi-
nesses keeping profits down and therefore
increasing the profit squeeze that already
exists will bring inflation under control only
to the extent that that makes management a
harder bargainer at the negotiation table, and
so I repeat I feel that the Prices and Incomes
Commission’s work will be a failure unless it
leads to a reduction in the rate of increase in
wages. If their efforts should be directed only
at the prices that business is charging and do
not get through to the wage-rate increases,
then it will be an unsustainable situation.

Senator Molson: In other words, it will be
hopeless because they have been told that
there is nothing to talk about. They have
been told that wage increases are not con-
tributing to inflation so apparently there is
no meeting place.

Professor Neufeld: At the moment I think
the hope that the Prices and Incomes Com-
mission’s work will lead to a decrease in
inflation must be a limited one. The more
likely prospect is that if monetary and fiscal
restraint is maintained, then the reduction in
wage rate increases will come as a conse-
quence of long and possibly troublesome
strikes.

Senator Hays: The tools of lower wages are
unemployment. When I was mayor of Cal-
gary, we decided there were enough people to
replace a certain union and we said we would
hold the line, and we did. That put 500 people
out of work and we did not have transporta-
tion for 300,000 people but the people were
willing to live with this. But if we didn’t have
anybody to replace them, we would not have
had any tools. I suppose if we go up to 8 per
cent unemployment, the fact that we have
rich workers and poor workers means that
this might happen sooner than we expect.
Would you agree with that?

Professor Neufeld: I think it is true that if
you have to rely only on monetary and fiscal
policy to bring down wage rate increases,
then you are not going to avoid higher
unemployment, whether this takes the form
of actual unemployment or unemployment
through strikes or what. This is really why
the work of the Prices and Incomes Commis-
sion in the long run is so important, because
presumably even in the present situation
were it possible to have a sharp step down in
wage rate increases, then further unemploy-
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ment could be avoided, and this of course is
the tragedy of it. If it were possible to bring
demands down at a time when profits aré
already falling, then I think you could avoid
some unemployment, but if you cannot bring
those demands down, and must rely on mone-
tary and fiscal policy alone to squeeze the
economy, then the only way they will be
brought down is through unemployment.

Senator Hays: If you lay off 10 per cent of
your staff, the vote is entirely different when
you go to have a strike vote. These are the
hard realities of the situation.

Professor Neufeld: That is right. On the
face of it, it would seem that there must be 2
better way of running the country than bY
the use of monetary and fiscal policy to bring
cost increases under control, but right now
we do not have a better way. ;

Senator Everett: I have two questions, the
first one dealing with the subject we are now
on. I would like to refer to Senator Lamon-
tagne’s speech which has been widely report”
ed and with which you are no doubt conver”
sant. He makes the very point that you aré
now making that you can’t control cost-pus
inflation by monetary and fiscal means an
that the Government is making a mistake #
trying to do this.

Professor Neufeld: May I correct you, S“I’
that is not the point I am making. The point
am making is that you can control cost-pus
inflation through those means, but it Wi
entail higher unemployment.

Senator Everett: I am sorry if I gave the
impression that I was saying that that is “{ha
you are saying. I think and I hope that it 15 °
correct reporting of what Senator Lamo?
tagne was saying.

The Chairman: I am not sure that that ¥
what he was driving at.

Senator Hays: That is how it was reported-

e
Senator Everett: I will be glad to b

corrected.

u
The Chairman: Never mind. Assume Y0
are correct and go ahead.

Senator Everett: I would just like 0 g;:
your comments on the case that I thought g
made because I thought the case he made v-’on
that even the Prices and Incomes CommisS*,
is not the answer. And he sort of rules out,

we are dealing with cost-push inflation,
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Voluntary approach and the fiscal and mone-

ry approach and says we just have to have
Some kind of price and wage control. I think
It limits it to the major corporations and the
Major unions.

. Professor Neufeld: Well, without implying
In any way what exactly he said and speak-
Ing only for myself, I will make several
Doints, First, I do think that monetary and
_ﬁSCal policy can bring inflation under control
If they are persisted in, but I do realize that
I 50 doing it will involve a higher level of
Unemployment. The second point I would
Make is that I am fearful in moving in the
ection of controls be it on prices or wages,
O several grounds. The first of these grounds
IS that I am not at all sure that a democracy
Would accept them, and secondly I am not
Sure that they should accept them. Therefore,
€cause of my worries over the implications
of controls of that detailed character, be they
n wages or prices or both, I would prefer
&other course. I think it is the course that
€ Prices and Incomes Commission is likely
develop because it is really one that
Volves increasing greatly the amount of
Useful economic and other information avail-
able to those sections of the community that
bpen at a particular point in time to be
aking important wage and price decisions.
Y own feeling is that some of the important
age and price decisions have been made in a
Sort of vacuum where the true implications
T the national economy have not been
derstood.

Senator Aird: Including the Government?

Professor Neufeld: Particularly the Govern-
itent from time to time. And as a beginning
by Would be very useful if an organization
wch as the Prices and Incomes Commission

€ to make available detailed information

.. an industry-by-industry basis, if necessary,
o respect to the actual developments in
in.o8s and wages in those industries and the

Plications of proposed price and wage devel-

Ments in those industries. It may in retro-
m:“ simply prove that I am naive in these
[iktterS, but it seems to me that you are more
SO:;Y to get reasonable settlements and rea-

" ble‘ price performance if you know what
the National interest is and if you know what
th Televant information is and if the people
Dllbl'are involved in bargaining know that the

0‘1110 knows what the national interest is. I
tion d therefore prefer a massive informa-
tl‘olal assault to an approach involving con-

and restriction. I am hopeful that the

21382 21,
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Prices and Incomes Commission will, once it
is over its present pre-occupation with volun-
tary restraint, move on to this area of sup-
plying information in a general and detailed
way with the hope that this would really
make the system work better.

Senator Everett: I refer to your statement
on page 5, which reads as follows;

Because of this it might have been more
appropriate if the federal Government
had planned for a smaller increase in
spending; in the event that subsequent
developments called for an easing in
policy this could have been effected by a
change in monetary policy.

In light of your optimism toward general
expansion and your concern that we have not
licked inflation, could you comment on the
present monetary policy? Is there any
implication in this statement that you disa-
gree with the present application of monetary
policy?

Professor Neufeld: It may well be that four
weeks from now would be a better time to
ask that question than now, for the simple
reason that there is a considerable amount of
uncertainty as to what the Bank of Canada is
actually doing. The Bank, since about last
April, which is about a year now, has pursued
a policy of quite severe restriction. It has
permitted almost no increase in the supply of
money. It has kept bank credit firmly under
control. In the last three or four weeks there
has begun to be an appearance of some ease
in the marketplace. We do not know yet
whether this apparent move toward ease has
the blessing of the Bank of Canada. We do
not know whether the Bank of Canada is,
itself, actively encouraging ease. My own
feeling is that now is not the time to move in
any substantial way toward monetary and
fiscal ease. This is for two reasons: first, we
have not yet succeeded in bringing our cost
increases down to the U.S. representative cost
increases; secondly, my own feeling is that
down the road the economy is really biased in
favour of expansion, rather than contraction.

Senator Everett: Professor Friedman again,
if I quote him correctly, seems to say that
there is a danger in maintaining this very
restrictive monetary policy, because you get
to a point where you have to change it and
the change is then probably so massive that
you recreate the inflationary pressures. He
seems to opt for at a certain point—if, for
example, that point has been reached today
and the decrease in interest rates is not so



much a reflection of the easing of the
restraints, but of the fact that the restraints
are finally having their effect, he would say
that at this point a gradual increase in the
money supply and gradual decrease in the
restriction in monetary terms would be wise,
so that you avoid this sudden shift to the
sudden downturn, and then the need to pump
it up again. Do you think this would be a
wise policy for the central bank?

Professor Neufeld: Basically what you have
suggested is sensible, leaving apart the matter
of timing. The one complicating factor, both
in Canada and the United States, is what is
going to happen to fiscal policy. I think that
in the United States, for example, the impres-
sion has begun to emerge in the last six or
eight weeks that there might be something
which they refer to there as fiscal slippage,
the effect of the federal budget beginning to
slip away. The allocation of public spending
in the public sector, which will produce
$14 billion, is read in some quarters to
indicate that basically fiscal policy has
already begun to edge in the direction of
expansion. In Canada on balance you could
make the same argument. This “turn around”
on the national accounts basis to which I
referred might be interpreted as indicating
that the fiscal policy has begun to edge in the
direction of expansion. The question immedi-
ately arises that if that is the case then
should monetary policy also move in the
direction of expansion? I raise the question
without having an immediate answer. My
own feeling is that I would wish to have more
evidence of wage rate increases beginning to
level off than I have now before moving on to
a trend growth rate of money supply.

Senator Everett: And you are taking into
account the lag of the effects of changes in
the monetary policy?

Professor Neufeld: Yes I am. This question
of lags is a very tricky one, because there is
very little evidence to suggest that it is very
stable. Sometimes it is long and sometimes
short. Therefore we do not really know why,
for example, so long after the beginning of
monetary restraint we have not seen a sizable
impact of it on prices. The answer is probably
that the lag is variable. Also, that we are in
an inflation psychosis which changes the
nature of the lag. One of the great dangers in
now giving the impression that both mone-
tary and fiscal policy have begun to move
toward ease is that this inflation psychology
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which has been so deeply imbedded will
simply continue.

Senator Molson: I think the Bank of
Canada raised the money supply by $250 mil-
lion last week.

Professor Neufeld: Money supply figures
from week to week have to be read with 2
great deal of caution because of short-term
seasonal influences. Just because what you
speak of happened, in addition to a few other
things, the guessing game really now is, has
the Bank of Canada changed its policy? Si*
or eight weeks from now it might be perfect-
ly clear that it has or has not.

Senator Aird: Is it also not a fact, with
reference to this very last point, that on the
new issue of $375 million the Bank of Canad?
itself took $300 million, which would be 'al‘l
indicator that perhaps this policy is being
pursued?

Professor Neufeld: It might or might not bé
because the amount the bank takes up of 2
new issue depends on several things.
depends on the size of maturity issued and }
depends on what other items in its account$
are working toward a contraction in b
cash, which it may wish to offset. Taken Y
itself it is not sufficient evidence, but again 2
case of where you can say that the very fact
that it happened makes it worth while
look closely at and what the bank is going
to do over these succeeding weeks.

Senator Aird: I would like to refer to Pa_ge
6 of your brief and the last paragraph whi ¢
seems to me to be the important point th#
you make. The sentence begins:

The problem is that neither the Audito™
General, nor anyone else. ..

Quite apart from engaging in a pol?ﬂ,cas1
discussion or referring to government pOllcleo’
is it politeness on your part that does p
name the Treasury Board as that “anyo”
else”?

Professor Neufeld: I think that one Would
have to say that over the years the Treast g
Board has failed in its role of apprais®
properly the quality of government spe® p
programs. I also feel that what has to hapP ¢
is a substantial increase in the expertise s
government directs towards appraising at
spending plans. It would seem to me alsO {he
this sort of expertise should be found if d
Treasury Board. Therefore, what SBo
really happen is an expansion in the abl
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of the Treasury Board to appraise the quality
of the government spending programs.

Senator Aird: Accepting that answer you
then go on to say:
Possibly the country should have an
economist general.

In effect would you not agree that with the
Present structure that we have that that role
should be discharged by the Treasury Board,
Perhaps amplified, assisted and supplemented
by this expertise you feel is now lacking.

Professor Neufeld: I think that one would
feel a lot more confident about the quality of
8overnment expenditures if one knew that
they had been subjected to the scrutiny of
Such a group and the Treasury Board. At the
Same time I would not dismiss completely the
Possibility of having an auditor general whose
Interests are a little bit wider than the Presi-

€nt of the Treasury Board believes they are.
Lam not suggesting that he should begin to
Say that certain programs are bad and certain
Ones are good on the basis of his own value
Judgments. What I am saying is that he might
Well begin to inquire whether certain pro-
8fams in fact achieve the effects the govern-
Ment has intended that they should in addi-
tion to answering the question of whether or
Dot adequate financial control procedures
ave been followed.

h‘I agree that the Auditor General cannot set
Inself up as an alternative to the govern-
pot, but I think it would be perfectly desira-
the if he were to appraise projects on other
g an  accounting grounds as well as on
c°°0unting grounds. This does not involve a
h°nﬂict with government. All it means is that
je would look at projects to see if, in his
tg‘igment, they were serving the purposes
at they were intended to serve.

Senator Hays: What projects are bothering
% in this way, Professor Neufeld?

& prOiessor Neufeld: In the sense that we
ally have not had a systematic cost benefit
Pbraisa] of almost any project. The state-
o2t which I am making is a very general
w°e° If one wants to give a specific example I
1 Uld give the one of family allowance which
alludeq to last year.
b s“-‘haior Hays: Of course that is government
Olicy,
1’l‘f’ftassor Neufeld: It is government policy,
ki it is lack of government policy that is
Slrable to achieve certain effects as a result
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of family allowance. The question is are the
effects that government wishes to have
achieved through family allowance, in fact,
being achieved? I would question that.

Senator Hays: Do you feel that the govern-
ment should have someone in the policy field
like that? This is the great argument today. If
you want to go into the field of policy get out
there and be rough and tumble and get
elected.

Professor Neufeld: I am going to make a
very important distinction here. Take another
example which 1is regional development.
Maybe the government would take the view
that we wish to achieve this effect in this
area and in order to achieve those effects we
want to have these programs. It seems to me
that the Auditor General could ask himself,
“Now the government feels they want to
achieve those effects and they have intro-
duced those programs to achieve those effects.
The question is have they achieved those
effects?” If the Auditor General or the econo-
mist general or someone on that staff has
serious misgivings as to whether the projects
are in fact achieving the effects they were
designed to achieve, without raising the ques-
tion as to whether those effects are good or
bad, this seems to me too involved or con-
tradicts with government policy.

Senator McDonald: Along that line you
made a statement earlier about moving
people to where jobs are which I thought was
very interesting. It seems to me that the
policy of the present government, rather than
moving to where jobs are is to try to move
resources to where the people are. I looked at
the map which was presented to us earlier
today and I wonder if the private sector of
our economy is not prepared to move into
certain areas of Canada for good reasons.
They look to government at all levels, provin-
cial, muncipal and federal to use the taxpay-
er’s money to encourage going into unecon-
omical areas of the country.

We pay capital grants and so much for
every person employed and presumably we
do this to make them viable with industry in
other areas. I wonder how long they can
remain viable or will we have to subsidize
them forever. Isn’t it better to move people to
employment rather than move employment to
people? What, in your opinion, would be the
proper policy?
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Senator Desruisseaux: Taking into consid-
eration the provincial loss and the relation-
ship we have to have with the provinces.

Professor Neufeld: The example you have
alluded to is precisely the kind of example
that concerns me. At present regional devel-
opment is in the nature of a sacred cow and I
myself have no unkind feelings to any region
of the country. At the same time, it is quite
conceivable that within the context of this
new found enthusiasm we will proceed to
waste a lot of the nation’s funds and
resources. Why? Because I question whether
the new regional development programs are
going to in fact receive the cold eyed scrutiny
that they should receive.

I would be happier with these new
experimentations in regional development as
well as other policies if I could sit back and
feel that the projects, one by one, are going
to, when they are under way, receive the
closest possible scrutiny and analysis. So I
think that my answer to the direct question
that you ask is that I don’t have a closed
mind about whether you should move capital
to people or people to capital. I think that in
some cases it might well be a good idea to
move capital to people whereas in other
places it might not be. But what worries me
is that we are beginning to launch or are
launching on the very important problem of
regional disparity without having behind that
the sort of careful scrutiny of results from
experimentations attempted that we should
have.

Senator Hays: There are four people in this
room who, no later than last week, were
doing the very thing you are suggesting is not
beind gone. We asked for the same informa-
tion. I am wondering what kind of scrutiny
you think they should have or do you know
what Kkind of scrutiny they are already
receiving?

Professor Neufeld: I think the scrutiny has
to come once the projects are underway. How
else can we explain certain Government pro-
grams that simply go on year after year? I
think it is only because there is very little
scrutiny on projects once they have been
launched. The difficulty in scrutinizing only
when they are launched is that you don’t
have nearly all the information. You just
cannot tell in advance whether or not some-
thing is going to work in many cases. So the
second best approach is to examine it closely
after it has been launched.

Standing Senate Committee

Senator Hays: Is that not the Minister’s
responsibility?

Professor Neufeld: I don’t know whether it
is the Minister’s responsibility or not. I think
it is just a question of whether the system i$
working or not, and to me it does not seem
to be working very well. Within the context
of the Government I would hope this kind
of scrutiny does become part of every depart-
ment. But a sort of global over-all scrutiny
would probably have to be exercised by the
Treasury Board, I should think.

Senator Hays: I think both of those things
are being done now. I remember when I was
a minister we threw out all kinds of pro-
grams, some of which had been in effect for
60 years or more.

Senator McDonald: You should have
thrown out an awful lot more.

Senator Hays: They didn’t let me stay theré
long enough.

Senator Beaubien: No wonder you. are in
the Senate.

Senator Molson: Thinking of what Senato®
McDonald said, there are a lot of program®
we have seen that have just gone on and 0%
For example, 10 or 15 years ago this very
Finance Committee raised the questio?
whether the Government’s annuities progr
was an unnecessary expense. The Treasurl
Board knew that we made those unkind
remarks, but they did not do anything abo!¥
it.

There are any number of things like that
We raised the issue in this same Financ:
Committee a few years ago that the P9
Office statement contained absolutely nothmi
in it by way of facts annually in the Estimé
and so on, because of the fact that they W€~
living in the property of the Departme“t.:g
Public Works and the buildings were b€ of
cleaned and maintained by the Department
Public Works. There were no figures to sho
anything about property of the Post Officé K
that the figures were meaningless. I o
they were showing at that time that the I?On’
Office was operating at a profit of $8 mllh?ch
or something, if I remember correctly, W 1r)’
was just absolute nonsense. So the Tl‘ea_suus,
Board was not being at all that conscienti®
bright and intelligent over the years, I
it is fair to say.
erne?

Senator McDonald: You made a sta . tnat

which has been referred to to the effec
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there should be an Economist General in
addition to an Auditor General, and the ensu-
Ing conversation centered around the Treas-
Ury Board. I often wonder if the Treasury
Board is properly equipped to do this job.
The Treasury Board like most civil servants,
and I don’t say this disparagingly, is rather
divorced from the great mass of people of the
Country. If this committee was properly
Staffed with experts and was strengthened by
Some good appointments to the Senate, I
Wonder if it might not do that job better than
the Treasury Board has been doing it.

_ Senator Hays: There are five Ministers sit-
ting on the Treasury Board.

2ssenaior McDonald: I don’t care if there are

Senator Hays: And they are all elected
Tepresentatives and you are living in a
emocracy.

The Chairman: The Senate is part of the
democracy, too.

Senator McDonald: I don’t think it matters
Whether they are elected or appointed.

Senator Hays: If you had ever tried to get
Anything through the Treasury Board you
Would realize that it is a pretty big job.

Professor Neufeld: What was your question,
Senator McDonald?

Senator McDonald: The question was,
grofessor, if this committee were strength-
b’led through adequate professional staff and
Y some good appointments to the Senate,
fould the committee perform this function?

a Professor Neufeld: One of encouraging
b:VeIOprqents of the last several years has
ln'en the increased role of parliamentary com-
c°1tte§s in Canada. More effective operation of
thmfl:llttees is highly desirable, and I think
beat In several areas it has already proved to
miteXCeedingly useful to the nation. The com-
th, tees now sitting—for example, the ones on
re White Paper on Taxation—are likely to
in‘;"e to be most useful. So I am very much
abj avour of that. However, I think that prob-
j ty In the area of objective scrutiny of pro-
°nes the problem is too much of an on-going
by ;.0 be handled by a committee. It has to
W Uilt into administrative machinery in a

‘ay that results not just in all projects as a

¥ tf?r of course being scrutinized when they
€ introduced but also performance being

i
Udgeq annually in an operational way. I
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think that it would still be open for parlia-
mentary committees to appraise projects, but
what they would then have is not just a sort
of accounting record of the projects but also
information relating to the costs and the
benefits that the Government sees following
from such projects. Rather than just having
an estimate of expenditures, there should be
an accompanying balance sheet showing costs
and benefits as well as sizes of expenditures.
In that way committees such as this one
would have much more solid evidence on
which to make judgments whether projects
are or are not worthwhile.

Senator Beaubien: The set-up in the United
States is, of course, much larger and much
more complex than ours. How do they control
these things? I realize the executive is
appointed there.

Professor Neufeld: I would not say that
their approach is in total any better
ours, except that there are some very hopeful
indications there of the attempt to do the sort
of things that I have suggested should be done
here. Just to give you one example, probably
one of the most emotionally desirable projects
introduced by the preceding administration of
the United States was one that was referred
to as the “Headstart Program”. This was a
welfare program designed to help very young
children in ghettos prior to their going to
school because the feeling was that these chil-
dren were so far behind that even if they
went into good schools being already so far
behind they would not be able to compete.
The thinking was that they should be put into
an educational stream before going to school.

Everything looked right about it and it was
politically acceptable and it was launched and
financed and so on. Well, two or three years
later they began a very objective appraisal of
the Headstart Program. There was a detailed
analysis of how well the children did who
had been in those programs compared with
those who had not been in those programs,
and the result was that they found that the
program was not doing anything good at all,
or was doing hardly any good, and therefore,
however desirable the motives involved in the
program were, they threw it out. This seems
to me to be just a tiny example of the useful
results that can come from an objective
appraisal of Government spending programs.

The Chairman: Well, who initiated that
objective appraisal? Was it some department
of Government or was it a particular
organization?
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Professor Neufeld: I would not want to
commit myself on that. I am not sure exactly
who took the initiative to do the appraisal.

Senator Beaubien: Is it automatic?

The Chairman: I do not think it was auto-
matic. I think that unless somebody started
this somewhere, it might not even have
happened.

Neufeld: That’s

Senator Hays: That often happens, Mr.
Chairman, by some politician getting in and
running an election on it. He says “if I am
elected, I am going to throw the whole damn
business out.” This happened in our city
when they were putting in a mall and a
mayor was elected because he said it was a
complete waste of money. This was his pro-
gram. Then when he got in he had second
thoughts on it.

Professor right.

Standing Senate Commitiee

The Chairman: The charts that Professor
Neufeld has given us should be printed as
part of our proceedings, I think, and I would
like to have agreement that this should be
done. I do not mean to suggest that the paper
itself should be printed as an appendi}i
because Professor Neufeld read it all with his
own additions, and I think in that regard the
record will speak for itself. But I think sinceé
he referred to the charts, they should be pub-
lished as an appendix to our proceedings. IS
that agreed?

Hon. Agreed.
(See Appendix “A” pp. 6:25-6:30)

The Chairman: If there are no further
questions to Professor Neufeld, I would like
once again to thank him on behalf of the
committee.

Senators:

The committee adjourned.
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APPENDIX "A"

Charts prepared by Mr. E.P, Neufeld,
Professor of Economics, University

of Toronto, April 16, 1970, relating
to his evidence given before the
Standing Senate Committee on National
Finance, on above mentioned date,
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CHART 1
~Canada and the United States
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Chart 1v
Consumer Price Index--Canada and the United States
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THE STANDING SENATE COMMITTEE ON NATIONAL FINANCE
The Honourable Douglas D. Everett, Chairman

Aird
Beaubien
Benidickson
Bourget
Bourque
Desruisseaux
Everett
*Flynn
Fournier (Madawaska-
Restigouche)

*Ex officio members,

The Honourable Senators:

Gelinas

Grosart

Hays

Isnor

Kinley

Laird

MacDonald (Queens)
*Martin

Methot

Molson

(Quorum 7)

McDonald (Moosomin)
McLean

Nichol

Paterson

Pearson

Phillips (Rigaud)
Phillips (Prince)
O’Leary

Sparrow

Walker—(27)



ORDERS OF REFERENCE

Extract from the Minutes of Proceedings of February 12th, 1970.

“With leave of the Senate,
The Honourable Senator Martin, P.C., moved, seconded by the Honourable Senator

Langlois:

That the Standing Senate Committee on National Finance be authorized to examine
and report upon the expenditures proposed by the Estimates laid before Parliament for
the fiscal year ending 31st March, 1971, in advance of Bills based upon the said Estimates
reaching the Senate;

That the Committee have power to engage the services of such counsel and technical,
clerical and other personnel as may be necessary for the purpose of the inquiry; and

That the Committee have power to sit during adjournments of the Senate.

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

Extract from the Minutes of Proceedings of February 18th, 1970.

With leave of the Senate,
The Honourable Senator McDonald moved, seconded by the Honourable Senator
Hayden:

That the name of the Honourable Senator Aird be substituted for that of the
Honourable Senator Dessureault on the list of Senators serving on the Standing Senate
Committee on National Finance.

The question being put on the motion, it was—
Resolved in the affirmative.

ROBERT FORTIER,
Clerk of the Senate.
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MINUTES OF PROCEEDINGS

Thursday, May 7, 1970

Pursuant to adjournment and notice the Standing Senate Committee on National Finance
Mmet this day at 10.30 a.m. for the further consideration of the Main Estimates laid before
Parliament for the fiscal year ending March 31st, 1971.

Present: The Honourable Senators: Beaubien, Bourque, Everett, Gelinas, Grosart, Hays,
l-“mor, Laird, Molson, McLean and Sparrow—(11).

In the absence of a Chairman and on Motion of the Honourable Senator Laird, the
| Honourable Senator Everett was elected Chairman.

Ordered:—That 800 copies in English and 300 copies in French of the proceedings of the
Committee be printed.

l The following witnesses from the Department of the Secretary of State were heard:—

Mr. Jules Léger, Under-Secretary of State;

Messrs. Maxwell Yalden and André Fortier, Assistant Under-Secretaries of State;
Mr. Laurent Lafleur, Director, Financial and General Administration Branch;
Mr. Myer Belkin, Director, Research and Planning Branch.

I It was resolved to print as Appendix ‘A’ supplementary answers furnished by the Treasury
‘ Oard, from previous proceedings.

[ At 1.05 p.m. the Committee adjourned to Thursday, May 14th, 1970, at 10.30 a.m.
- ATTEST

Gérard Lemire,
Clerk of the Committee.
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THE STANDING SENATE COMMITTEE ON NATIONAL FINANCE
EVIDENCE

Ottawa, Thursday, May 7, 1970

The Standing Senate Committee on National Fin-
ance, to which was referred the Estimates laid

fore Parliament for the fiscal year ending 31st
March 1971, met this day at 10.30 a.m.

The Clerk of the Committee: Honourable senators,
as. You know, there is no chairman of this com-
Mittee, Is it your pleasure to elect a chairman?

Senator Laird: I move that Senator Everett be
Chairman,

Senator Beaubien: I second that motion.

The Clerk of the Committee: Is it agreed that
Mator Everett be chairman?

Hon, Senators: Agreed.
Senator Douglas D. Everett in the Chair.

The Chairman: Thank you very much, honourable

se“a_tors. Before we commence I would entertain a

Otion with respect to the printing of the commit-
$ proceedings.

Upon motion, it was resolved that a verbatim
Teport be made of the proceedings and to
'ecommend that 800 copies in English and 300
Copies in French be printed.

ﬂlThe Chairman: 1 should like, first of all, to express

Te appreciation of this committee to the honourable
* D’Arcy Leonard for his able chairmanship over
any years, and to express our regret that he chose

Tetire from the Senate. We wish Senator and Mrs.
Onard every happiness in their new life.

&i Wish to table a letter dated April 17th, 1970

Bum Mr. B. A. MacDonald, the Director General of

dget Coordination of the Treasury Board. This
€I contains the following:

péa)_A brief description of the content of the
,ent‘ng of the Privy Council Office program in
psp"nSe to the inquiry of Senator Belisle shown on
%8¢ 797 of the Senate Debates for March 25, 1970.

q:

(b) A listing of non-laspsed amounts in the Con-
solidated Revenue Fund plus some related explan-
atory material. This was requested at the meeting on
March 19 last of this committee by Senator Grosart.

(c) A financial statement for the Fishing Vessel
Insurance Plan.

(d) A financial statement for the Canadian Arctic
Producers Limited.

The last two items were requested by myself at the
meeting of this committee on March 19.

The letter also contains an explanation in response
to my question on the Canadian Arctic Producers
Limited, to the effect that the Cooperative Union of
Canada which at that time owned the shares of
Canadian Artic Producers Limited, has 38 members.
which include most of the major cooperatives such
as the Saskatchewan Wheat Pool, Co-operators In-
surance Association, and the Ontario Co-operative
Credit Society.

Is it the committee’s wish that this material be
printed as an appendix to this day’s proceedings?

Hon. Senators: Agreed.

(For text of letter and accompanying material see
Appendix A. p. 31.)

The Chairman: I shall also direct, with the com-
mittee’s approval, that copies be sent to Senators
Belisle and Grosart.

Honourable senators, we shall now continue with
the committee’s review of the Government’s Esti-
mates for the fiscal year ending March 31, 1971. It
will be recalled that the Estimates increased by $892
million over those of 1969-70. Of this amount the
statutory expenditures increased by $651 million,
and the other appropriations have increased by $241
million. This amount of $241 million is made up of
increases amounting to $193 million in programs
contributing, as the Government has- put it, to
national unity and social justice, and to education

5
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and economic development, here in Canada and in
the developing countries. To make up this amount of
$241 million there is a consequent reduction of $53
million in all the other programs. One of the
programs that is involved in this increase is the
bilingualism development program which aggregates
an increase of $51,696,000. This program is under
the Department of the Secretary of State, and to
give us details of it, and the other items in the
estimates of that department, we have Mr. Jules
Léger, the UnderSecretary of State; Mr. Maxwell
Yalden, Assistant Under-Secretary of State; Mr.
André Fortier, Assistant Under-Secretary of State;
Mr. Laurent Lafleur, the Director of the General
Administration Branch; and Mr. Myer Belkin, the
Director of the Research and Planning Branch.

Perhaps, Mr. Léger, you would like to lead off.

Mr. Jules Léger, Under-Secretary of State: Thank
you, Mr. Chairman. Copies of my opening remarks
have already been distributed to the members of the
committee, but if it is your wish I will read them.

First of all, I should like to say that Mr. Pelletier
has asked me to convey his regrets at not being able
to be here this morning. Unfortunately, he is absent
from Ottawa.

I shall very briefly give you a general outline of
the different programs of the Department of the
Secretary of State, and then we shall try to answer
any questions you may want to put to us. The most
important of these programs, as the chairman has
already said, is the bilingualism development pro-
gram.” It is important in itself, and it is also
important because of the amounts involved.

1. The Bilingualism Development Program.

The objectives of this program are to ensure the
quality of status of Canada’s two official languages
in federal Government institutions and to encourage
their continuous use and development in Canadian
society at large. This comes about as a result of the
act respecting the status of the official languages of
Canada, which was assented to on July 9 of last
year,

The expenditures for this program may be broken
down into the following categories:

(a) contributions to the provinces to assist them
to undertake bilingualism programs in areas of
their competence ................ $50,000,000

(b) grants to English and French language
groups in areas where they are established as
minorities and for the promotion of intercultural
understanding . .. ........... $1,665,000
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(c) grants for language research .. ... $488,000

(d) grants for the promotion of bilingualism in
the non-government sector $75,000

(e) the expenses of the Bilingual Districts Ad-
visory Board which has a mandate to conduct aB
enquiry regarding the establishment of bilingual
districts $462,000

As you know, this board was set up recently.

(f) operating expenditures for the

DIOBIAN o o o wis sn wadse: wists ‘Bn gt _3;8:4_1,0/00
Total £42 DEA] 18 yub aidd rom $53,551,000

This is on page 21-13 of the Estimates for 1971.

Senator Beaubien: Mr. Chairman, could we ask Mr.
Leger a question now, or should we wait until he has
finished his statement?

The Chairman: If the question is germane, I think
we should ask it now.

Senator Beaubien: Mr. Léger, how would the $50
million be distributed among the provinces?

Mr. Leger: You may recall that on November 6 the
Secretary of State made a statement in the house, 3%
a more elaborate statement to the committee, O"
official languages, not suggesting a way whereby
this would be divided, but suggesting that neg”
tiations be undertaken with the provinces to fi
ways whereby this would be allotted. These neg’
tiations are still going on, and in a very satisfacto”
way, on the whole.

There is to be a further meeting of the ministeri?
committee on official languages on May 25, and w‘:
hope that then we will be able to find a formula tha
will be acceptable to all. We admit there is a delay, bu
a good part of this delay is due to political develo?”
ments in certain provinces, of which senators °
aware, which have prevented us from possibly comif
to an understanding.

Senator Beaubien: Then the distribution has ot
been made yet?

Mr. Léger: No.

her
Senator Beaubien: So we can ask you at anot
time?
Mr. Léger: Yes.

) Jish
Senator Laird: Mr. Chairman, if I might estat;s 1
something in connection with this point on P2g
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and 2 of the brief, reading from subparagraph (a) to
Subparagraph (f). I have in mind the situation in my
ome town of Windsor, which is an area that has been
described as bilingual and where services are required
to be available in both languages—for example, at the
Customs, at the Income Tax office, and so on. I do
!‘ﬂow that in the case of the Income Tax office certain
Individuals have been taken, at Government expense,
to the Province of Quebec for the purpose of a crash
Course in French. Under what item would expend-
ltures of that kind appear in your statement here?

Mr. Léger: I do not think this would appear in this
Statement. It is most likely expenditures would be
telated to the department responsible for this trans-
Portation and this move.

Mr. Maxwell Yalden, Assistant Under-Secretary of
State: And the Public Service Commission, which is
'eponsible for giving the course.

Senator Laird: To get a complete picture of the
®Xpenditures made for bilingual purposes in a city like

illdsor, one could not ascertain the figure solely
Tom your department?

Mr, Léger: No.

_senator Laird: But it would have to be a combina-
On of all the departments concerned?

Mr, Léger: Yes, and the Public Service Commission.

_sﬁnator Hays: In your opening statement, Mr. Léger,

f‘ You indicate the amount that was being used

Within the Government service, or do you know the
Ount that was used last year?

Senator Beaubien: Do you mean for bilingualism?
Senator Hays: Yes.

di?td'r. Leger: I think this is the same question put in a
erent way. We would not have the answer, if the
SStion js what amount it would have cost the
“Vernment as a whole to make progress towards

ha hefing bilingualism, in that a tabulation would
Ve to be made.

Se

th Nator Hays: What did you spend last year within

¢ federal service? You would have that figure.

Mr,

Stag Andre Fortier, Assistant Under-Secretary of

€. Under the Public Service Commission we see

“‘Language Training,” and according to this figure it
shows $8 million in 1970-71 and $6 million for
1969-70, so there has been an increase of $2 million
for language training.

The Chairman: But you and Senator Laird are
referring to programs other than that of the Public
Service Commission?

Senator Hays: Yes. It was $8 million used for
language training within the Public Service?

Mr. Fortier: This year.

Senator Hays: Do you have a breakdown as to where
these public employees were stationed?

Mr. Leger: 1 am afraid this question would really
belong to the Public Service Commission, in that while
we know what there is in the budget, we have not the
details with us, but I am sure that they would be glad
to give you whatever information you desire.

Senator Hays: Are those figures obtainable? We will
not be examining the Public Service Commission, will
we?

The Chairman: It was not our intention. We could
make a request for the figures that you want, and then
determine whether or not we want to examine them
further. Is that satisfactory?

Senator Hays: Yes.
The Chairman: We will make such a request, then.

Senator Hays: In the same context, what grants were
distributed last year to the provinces?

The Chairman: By the Department of the Secretary
of State under the bilingualism development pro-
gram?

Senator Hays: Yes.
The Chairman: I think, nothing.

Mr. Yalden: There were small grants distributed to
Ontario, Nova Scotia and New Brunswick in respect of
studies which they carried out of measures to further
bilingualism in their provinces. The federal
Government announced some time ago that it would
be prepared to share to the extent of one-half the
expense of any study a province wished to carry out
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to determine its needs, and in 1969-70 we made three
grants in that way, to Nova Scotia, New Brunswick
and Ontario.

Senator Hays: They were just studies though?
Mr. Yalden: Yes.

Senator McLean: You set the figure at $50 million
here. How do you arrive at that figure of $50 million?

Senator Beaubien: That is a maximum.

Senator McLean: What is the proportion distributed
to New Brunswick and Nova Scotia?

We

Mr. Léger: still have to come to an

understanding.
Senator McLean: What was it last year?

Mr. Léger: There was no distribution last year. This
is the first year this will go into operation,

Senator Hays: Apropos Senator McLean’s question,
how did you arrive at the $50 million in the
Estimates?

Mr. Yalden: If I may try to answer that, senator, as
you will have seen from the minister’s statement of
last November, there were 12 recommendations
addressed to the federal Government in Part II of the
report of the Royal Commission on Bilingualism and
Biculturalism. The major recommendation called for
the federal Government to pay the additional cost
involved in providing education in the minority
language. The Government also agreed to pay certain
additional cosfs in respect to teaching in the second
language.

There were then a number of recommendations
relating to grants to universities, grants to allow for
student exchanges, the establishment of a language
research council, and S0 forth. These
recommendations were costed by the financial
authorities. The total amount that we judged would be
required to implement them is roughly $50 million.
This figure is based in respect to the recommendation
dealing with aid to students in the minority language,
the number of students studying it in each province
and the average cost per student for a full year of
operation, However, the exact amount can only be
determined in negotiation with the provinces in order
to establish a formula to make these payments, how
many students there are, and what the exact cost per
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student is in 1970-71. These figures were not available
in exact terms.

Senator Hays: I still do not know how you arrive at
$50 million if you do not know the number of
students.

Mr. Yalden: We do know the number of students.

Senator Hays: Do you have a distribution of
students?

Mz. Yalden: DBS can provide figures for two OF
three years back on students attending the minorit.y
schools. For example, French-speaking students 17
English Canada who potentially would attend
minority language schools if they existed.

It is on this basis that the figures were calculated, but
subject always to discussion with the provinces t0
check out the figures and to devise a formula foOf
distributing the funds.

The Chairman: I will read a statement made in th®
House of Commons by the minister on November 6
1969, in connection with this principle:

Based on our studies, we believe that the
recommendations which I have just reviewed ca‘.ﬂ
be met, in so far as a federal contribution ¥
concerned, by financial participation in the order
of about $50 million for a full year of operaﬁo{‘s'
This amount could increase, within LmiS
established in terms of available resources, a$ fhe
programmme expands with enhanced pa.tticiPat’o‘l
on the part of the provinces. As far as we f’fe
concerned the programme could go into operim"rl
in January of next year.

. 3:at0S
However, as he reviews each program he mdw*‘t:S
that it is subject to negotiation with the provinces *
to how the program will work and what its cost
be.
Senator Hays: When they get the formula.
The Chairman: That is correct.

Senator McLean: Is that the maximum?

al
The Chairman: This is an estimate for the ¥©
1970-71, but not necessarily the maximum,

4 - 3 1©
Mr. Léger: In the phrase of the minister, it 18 mo
or less what the Government expects.
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Senator Grosart: The Public Service Commission is
one of the components of Government that reports
through this department. I am surprised that the
Witnesses do not have these figures.

What was the figure that was given to us for
€xpenditure on language training by the Public Service
Commission last year?

Mr Léger: It was $6 million last year and $8
Million this year.

While there is a relationship between the Public
Service Commission and the Secretary of State, it is
Not one that exists through the department.

The Public Service Commission reports to
Parliament through the Secretary of State. However,
We do not have in detail the figures requested by Mr.
Grosart. We could find them for you.

Senator Grosart: I will come back to that question
later a5 to just what this relationship is, because the
?’“dget of the Public Service Commission does appear
In your Estimates at page 21-102, which is the
document before us.

The questions are answered there. Mr. Léger quoted
A figure of $8 million, which is approximately what we
Ind in the proposed Estimate, which is $7,822,000
and for Jast year $6,027.000.

This is a very important question in relation to any
Witnesses coming before a committee dealing with the

Stimates. These Estimates are part of those of your
department.

Mr. Léger: Yes, Mr. Chairman.

Senator Grosart: If we may call the office of the
®Cretary of State a department, which I believe we
‘an under the Financial Administration Act, these are
Qestions we are entitled to deal with and ask
™Presentatives from the Secretary of State.

The Chairman: I gather you propose to return to
€se questions later, Senator Grosart?

Senator Grosart: I would like to come back to the
RMestion of the very type of answer we have had, that
use the Public Service Commission reports
thm‘lgh the Secretary of State the Secretary of State’s
®Partment should not be asked to answer questions.

Of whom do we ask questions in this committee if
© get this type of answer?

Mr. Léger: I do not know if I can add much to this
but, as you can see, reference is made under the
Estimates of the Secretary of State to the Canada
Council, the Canadian Broadcasting Corporation, the
Canadian Radio-Television Commission, and we go on
really covering all the corporations. They report to
Parliament through the Secretary of State.

I am not too familiar with this committee, but is it
not a fact that if you so wish you could call any of
those institutions to appear and explain their
respective budgets?

Senator Grosart: That is so, of course. We could call
any single individual from any department of
Government. I am only suggesting that when we call
the Secretary of State’s department that is where we
would like to get the answers, without having to call
someone who reports to Parliament through you.

I will just define my question by reading a
semi-official statement:

The Secretary of State reports to Parliament for
the Canadian Film Development Corporation, the
National Arts Centre Corporation, the National
Film Board, the National Library, the Public
Archives and the National Museums of Canada. He
is spokesman in the Cabinet and the House of
Commons for the Canada Council, the Canadian
Broadcasting  Corporation, The  Canadian
Radio-Television Commission, the Company of
Young Canadians, the Public Service Commission,
the Office of the Chief Electoral Officer, the
Office of the Representation Commissioner, and
the Secretariat on Bilingualism.

I would very much like to come back and find out
what is, in terms not of policy but of the Estimates,
which is what we deal with, the control and the
control mechanism within the Cabinet.

The Chairman: That is fine; we will come back to
that, senator.

Senator Beaubien: Mr. Yalden, in the
recommendations of the second report of the B and B
Commission, were there any demands for funds to
teach English to French-speaking Canadians?

Mr. Yalden: Yes, sir. The intention is that there
would be support, as I said earlier, for two types of
educational training. One would be for training the
minority in their own language. That is to say,
French-speaking Canadians in English Canada in
schools where the language of instruction would be
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French and English-speaking Canadians in Quebec
where the language of instruction would be English.

In addition, although the royal commission did not
address a specific recommendation to the federal
Government about second language training, there was
a good deal of emphasis in Volume II about the
importance of Canadians learning a second
language—English speakers learning French and French
speakers learning English—and the Government
accepted providing support for this activity as well.
This would include in English Canada young English
speaking students learning French and in Quebec
French speaking students learning English.

Senator Beaubien: Of the $50 million that you
thought was required, how much would have been put

down to teaching English to French-speaking
Canadians?

Mr. Yalden: It would be very difficult for me to
provide you with an exact breakdown on that, because
it is tied to the number of students, the number of
French students studying English in Quebec schools,
and the average cost per student. As yet we do not
have that information from the province. We do have

estimates, but I do not think they would be that
useful.

Senator Beaubien: If you have estimates totalling
$50 million you must have some idea what you are
going to spend on it.

Mr. Yalden: That is right, sir.
Senator Beaubien: Or what it might be spent on.
Senator Laird: Have you got those estimates here?

Mr. Yalden: We have some estimates, sir. To be
honest, we hesitate to use them because we are
negotiating with the provinces. You are quite right, we
could build up a $50 million figure without knowing
how we built it up. In fact we built it up on the
maximum number of students in the right age groups
and the right language groups per province. These have
to be checked out with the provinces against the
actual number of students in that age group and in
that language group. We then have to arrive at a
formula that will cover not only the teaching of
English to French-speaking students in Quebec, but in
all ten provinces. As a result, to give one figure of that
sort would, I think, provide a false picture, especially

when we are in the midst of discussions with all ten
provinces.
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Senator Hays: Are these shared programs?

Mr. Yalden: They are sharing programs in the sensé
that we are paying, or we are offering to pay,
supplementary costs. That is, the royal commission
took the line, and the Government accepted those
principles, that the federal Government is not n.»,s-
ponsible for paying for education; this is ]:vrovim:.l"ll
responsibility, but there are additional costs that arisé
through two streams of education when you tl’)"to
teach in a majority language and in the minority
language; additional costs arise when trying to i:nprO_"'e
the quality and quantity of second language I
struction in the country, and these additional costs
should be shared by the federal Government as part of
a national policy to improve bilingualism in the
country. So there is sharing in the sense that the
provinces are paying part and we are paying part:
Whether this would be a “shared cost program” in the
technical sense remains to be determined in the
negotiations with the provinces.

Senator Beaubien: Could I have the figure when it is
available?

Mr. Yalden: Yes, sir, certainly.

Senator Sparrow: Could we not even have a P“u
park figure, 5 per cent, 10 per cent, that type of thing
of the global $50 million?

The Chairman: Is it your judgment, Mr. Yalden, t}}at
such a figure would prejudice the negotiations W!
the provinces?

Mr. Yalden: It would not make it easier, MF"
Chairman. Speaking of ball park figures, I should say
we allowed for the possibility of around about—

The Chairman: Before you give that—

Senator Beaubien: Let us have the figure later- we
can wait until our next meeting. I would like to have
the figure, but we can wait until there has beeﬂ?
meeting with the provinces and get the figure after
wards.

o st antl
Senator Hays: When do you think these negotiatio™
will be completed?

W
The Chairman: We could have a general figure “:r
and the specific figures after your negotiation$
completed.



Senator Hays: If it is prejudicial, Mr. Chairman, he
Probably would not want to give even a ball park
figure, because it seems to me it would still make the
Situation difficult. When you expect the negotiations
to be completed?

Mr. Yalden: As the Under Secretary said, the
Ministerial committee on official languages established
by the Constitutional Conference will be meeting on
the 25th of this month, and we certainly hope to
advance considerably at that meeting. If we could get
3greement on a formula amongst ministers, or at least
the principles of a formula that can be worked out by
Officials after the meeting, we would be very happy.

¢ hope we can.

[ Senator Bourque: Could the witness tell us how this

| ‘350 million has been divided up amongst the prov-
Inces? Could we have the figures, so much for
Q“ebec, somuch ...

The Chairman: Senator Bourque, that is what we are
Attempting to get. Mr. Yalden has pointed out that the
Negotiations with the provinces are still under way and

‘ they would prefer not to give those figures at this
€ of their proceedings. I think they would under-
€, of course, to give the figures as soon as they were

N0t prejudicial to the negotiations.

Mz, Yaiden: Certainly, sir.

Senator Grosart: You said these were in a way a

Ype of shared cost, but they are not matching grants,
e they?

Mr, Yalden: No, sir.

Senator Molson: What happens to the non-English,

.On-French cases in the provinces, such as the Italians

; the Province of Quebec? Do they have any impact

& on the learning of a second language, or I suppose in

| CIr case a third language? Do they come into the
- Weulation?

Mr, Léger: The third language problem, if any, is one
ft is not covered by this program, which is strictly
gual. But, as the senator knows, the Fourth
Slume of the B. and B. Commission Report has been
f;bﬁmw, I think only two or three weeks ago, and
Crence is there made to that problem, among
1S, but the Government has not yet taken a
1tion on this.

' senatm Hays: I should like to suggest that on this
age problem we should recall this committee
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after they have these figures that we can discuss. I
do not think we can look at this very intelligently
now.

The Chairman: Is that the wish of the committee?

Senator Hays: I think it is very important.

Senator Laird: I can well understand that it would
prejudice certain negotiations if the figures appeared
in our published record.

Mr. Yalden: I was going to add earlier, if I may,
that the start of our approach was not to divide the
pie by provinces, but by recommendation or
measure. Some of those measures are applicable
across all the provinces. For example, there is a
scheme to provide for the exchange of university
students specializing in either French or English,
which would allow them to go for one year to Laval,
say, or U.B.C. This goes right across the board.
There I think we could tell you that the Government
thought in terms of roughly speaking $1 million.
That is a relatively simple one; we are not trying to
hide the figures. This $1 million is broken down into
something of the order of 2,000 scholarships, which
would come to about $600,000, plus a grant to each
university that receives those 2,000 students in the
order of $1,000, making $900,000, plus roughly
speaking $100,000 for administrative costs in run-
ning the program. This kind of figure can be given,
but when you come to recommendations then they
depend on the number of students the provinces will
eventually tell us are in the schools, and the amount
of time each day they are studying in a given
language, whether in French or English. We are really
in a position where we have to wait for confirmation
from the provinces as to what these figures are. In
other words, we did extrapolations on the basis of
figures provided us by D.B.S.

Senator Hays: I realize all that, Mr. Chairman, but
the program will be either very discriminatory or
very costly. For instance, I have two grand-daughters
who live in Calgary where there is no French spoken.
They are both taking French and they both speak
French, but it is very costly. If in the Province of
Quebec everybody has an opportunity to learn
English, then I think all other Canadians should have
an opportunity to learn French and to speak it,
although they are not locked into a community that
is ten percent French speaking. That is why I do not
think we can discuss this until we have all those
figures.

Mr. Yalden: It is for this reason, sir, that the
Government provided for assistance in respect of



7:13

second language instruction, which would include the
English-speaking students in Calgary, but the prob-
lem is to learn from the Alberta authorities how
many students there are in the primary and secon-
dary schools of Alberta who study French, and how
much of the day they spend in studying it. We do
not have those figures from Alberta. We calculated
certain rough maximums on the basis of population
distribution which was provided us by D.B.S., but in
the nature of things they are a projection and they
must be checked out with the Alberta authorities.
We do not have that information from Alberta.

Senator Beaubien: What you are saying, Mr.
Yalden, is that an amount will be set aside per
student, and the amount that a province will get will
be based upon how many students it happens to
have?

Mr. Yalden: That is it, sir, and it will be based
upon the average cost per student in the province.

Senator Laird: And the number of hours spent in
study?

Mr. Yalden: Yes.

Senator Grosart: 1 think, Mr. Chairman, the dif-
ficulty has arisen because of the terminology here.
These are described as contributions to the pro-
vinces. Does this mean that the amount that will be
contributed to each province will depend upon the
initiative in the matter of bilingualism that is shown
by the government of that province?

Mr. Yalden: Yes, sir. Education being a provincial
responsibility, we would not be in a position to take
the initiative.

Senator Grosart: So, in effect, these will be response
grants?

Mr. Yalden: Yes, sir.

Senator Grosart: Will they be given to the treasury

of the particular province, or will they be held in a
specific account?

Mr. Yalden: Well, the Government’s intention, sir,
is that the money should be used for the purpose for
which it is intended, if that partly answers your
question. It i3 intended for second language instruc-
tion, or instruction in the minority language, and not
for building roads. It is based upon performance. As
I said a moment ago in response to the honourable
senator’s question, it is based upon the number of
students, the length of time per day they spend in
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school, and so forth. Therefore, it is tied t0
performance.

Senator Grosart: Will there be an accounting audit
by the Canadian Government?

Mr. Yalden: There would have to be some form of
audit, yes, sir. That is to say, we would either have
to agree on a statistical procedure in advance that
would be satisfactory to the federal government and
the province in question in order to provide thes®
figures in an accurate, checkable manner, or ther¢
would have to be some sort of audit procedure for
checking after the fact.

Senator Grosart: Will you also have an audit of the
efficiency of performance?

Mr. Yalden: That is difficult, sir.
Senator Grosart: That is a serious question.
Mr. Yalden: It is a very serious question, I agree:

Senator Grosart: We have had this problem befor®
in respect of this type of contribution to provinces
It cropped up in the municipal with the works
programs where, to put it in crude terms, the feder
treasury has been cheated. I think in this case, if W°
are a committee dealing with the Estimates, we aF
particularly interested in knowing whether this
money will be spent as has been suggested, namelys
in reasonable proportion to the needs of Camadial_1s
in respect of bilingualism, and not necessarily
relation to the disposition of any particular P
vincial government. I know that it is a problem.

Mr. Yalden: Senator, the problem arises from f.h::
fact that the provinces have jurisdiction in mattefs_o
education. In partial answer at least to your quesf“:'n
I will say that there were other recommendation’
put forward by the Royal Commission, and accep!
in principle by the Government, which will Jead ¥
improved performance. I take it that by “impro¥®
performance” you mean improvements in both qu o
tity and quality. If we are talking about ‘-»‘5"°,t v
language instruction we are talking about a (.walt:ﬁs
which has not been altogether satisfactory i
country over the years.

These two additional recommendations are i |
body of recommendations made to the Govm‘rlﬂ""‘i'al
One of them calls for the establishment of spe; 3
second language training centres across the coutt
The other one calls for the establishment % o
national language research council, which Wf)“
designed to improve the standards of educatio?
second language teaching.
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We believe that the establishement of those institu-
tions will assist in upping the quality of education in
the second language, but it would be very difficult I
think you will agree—indeed, I doubt whether it would
be constitutionally possible—for the federal Govern-
fﬂent to send in inspectors, as it were, to see whether
In a given school district in a western or eastern
Province the standard of language teaching is what we
thought was desirable.

Senator Grosart: This is done in respect of similar
8tants. For instance, in the science field grants are very
Carefully controlled, and you have on-going technical
audits. One aspect of this question is that we are all
aWare that there are very different methodologies in

uage training to-day. I would be interested to
ow if you are concerned about this, and if there is
any way, constitutionally or by negotiation, by which
You can make sure that you have a first class
methodology used in all the provinces.

Mr, vaiden: Sir, I think the answer is to be found in

€ two types of institution I have just mentioned —the
$econd language training centres, and the possible

Buage research council, whose task it would be,

Ough making grants and providing experts in the
eld of language instruction, to come up with tech-
Yiques that would be recognized by all provincial
Wthorities as being valid and up to date.

There is a third feature that we put to the provinces
T discussion, and that concerned the provision for
going consultation between the federal Govern-
Tent and the provinces designed to ensure that as the
r(’Eram develops from year to year, or perhaps twice
veaﬂy we will be able to meet together and try to
Crify together that the program in fact is achieving
Jat jt is supposed to achieve. With these on-going
ssions, with the research factor in the national
languagt: research council, and with the training of
nd language teachers, we hope to be able to
mlpIOVe considerably the quality and quantity.

for

senator Grosart: Has the department reached any
\ clquon as to the superiority of one particular
age training system over another?

Mz, Yaigen: No. So far as the federal Government’s
“ration is concerned, the federal language teaching
e'.ne is handled by the Public Service Commission,
th In particular by the Language Training Bureau of
blic Service Commission. I can only say from
ﬁeld"Wn experience that it is a rather controversial
the There are two, three or four methods, including
® 0ld fashioned one under which all of us studied,

the so-called grammar translation method. There are
partisans for each of these methods, and the experts
disagree. Certainly, I would not presume to try to give
an answer to that question.

Senator Grosart: I have two daughters who have
French-speaking boy friends. I think that that is the
best method of learning the language.

Mr. Yalden: Yes, that is an excellent method.

Senator Hays: We should take another look at this
program. I think this is very important, because when
I think of my city, there are 100,000 people going to
school and only the bigoted would not take advantage
of the opportunity to learn to speak French, so you
are speaking of about 45,000 students. We have
vocational training schools which the federal Govern-
ment play a great part in, and either we can get into
this wholeheartedly without being discriminatory or
we cannot afford it. That is why we should take a look
at it. If a girl wants to get on Air Canada today and
does not speak French, she does not get the job. You
have a vast number of Canadians in the public service
who are going to be discriminated against, and it seems
to me that if we are going to do it we should do it well
or leave it alone. If we could afford it, we should be
able to speak five languages, but in any event we
should take a look at the program when we have more
information on it.

Mr. Yalden: The Government did take account in its
costing of the desirability of all students studying
French, but we are unable to say whether the Alberta
authorities or the Calgary School Board authorities
would in fact have all their students studying French
and, if so, how many hours or minutes a week they
would be studying, until we could get the information
from Alberta.

Senator Hays: I think this is very important.

Senator Beaubien: You think your province has a
problem. What about Quebec, with four million
people who do not speak a word of English?

Senator Hays: I am thinking of 16 million Canadians
who do not speak French.

The Chairman: Perhaps I could ask the witnesses a
question. The Minister, in his statement of November
6, 1969, said:

As far as we are concerned, the program could
go into operation in January of next year.
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I assume he is speaking of January, 1970.
Mr. Léger: Yes.
The Chairman: Is the program in operation now?

Mr. Léger: No, but moneys are set aside, and the
moment we come to an understanding with the
provinces that we hope for, it will be retroactive as of
January 1 of this year.

The Chairman: It will be retroactive?
Mr. Léger: Yes.

The Chairman: In his statement he says:

Recommendation 29 relates to a teacher-training
institution at Moncton to serve the Western
provinces.

Mr. Léger: That is a mistake.

The Chairman: I knew Senator Hays would be
pleased about that.

Mr. Yalden: I would not want to accuse Hansard
reporters, but that is not what was said. He said:

Recommendation 29 relates to a teacher-training
institution at Moncton to service the Maritime
provinces and a teacher-training institution to
serve the Western provinces.

It appears that a line was dropped somewhere.

The Chairman: Has the location of that western
instituion been determined yet?

Mr. Yalden: No. We have put this proposition to the
provinces and have explained that the federal Govern-
ment is prepared to play its part in the operation by
providing the financial assistance that was recom-
mended by the royal commission, but we naturally
left it up to the four western provinces to decide
among themselves.

The Chairman: That is 70 per cent of the capital
cost.

Mr. Yalden: Yes. The same is true in the case of the
Maritimes. We have drawn the recommendation to the
attention of the Maritimes provincial authorities, and
we have left if to them to decide whether they agree
or not that that institution should be at Moncton
because, of course, in the case of the Maritimes the
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commission made a specific recommendation, and
they did not in the case of the western provinces.

The Chairman: The institutions in Ontario and
Quebec are handled on a different basis, I gather.

Mr. Yalden: Teacher-training institutions?
The Chairman: Yes.

Mr. Yalden: Yes. This was a special recommend-
ation, No. 29, to take account of the need to establish
teacher-training institutions which could serve the fouf
provinces in each case on a regional basis. There i 8
teacher-training institution at Moncton, but it is not
designed, as it is now, to serve Nova Scotia, Princ®
Edward Island and Newfoundland as well as NeW
Brunswick.

The Chairman: Will there be capital grants f‘;‘
teacher-training institutions in Ontario and Quebec”

Mr. Yalden: Not as far as I am aware. There a°
various forms of aid. For example, the second
language training centres, of which I was speaking e
moment ago, might well be sited at existing ¥
stitutions. That would constitute a form of aid, a$ far
as the teacher-training institutions were concerned.

The Chairman: Are there any further questions o
that?

Mr. Yalden: I am sorry, senator, but there iS 2
further recommendation, No. 28, which speaks of 2
grant in terms of 10 per cent of the cost per stUde"te’
together with 10 per cent of the capital costs i t:d
future for Quebec, Ontario and New Brunswick, D35
on the number of students attending the offic
minority-language teacher-training institutions.

Senator Sparrow: Does your program relaté %
bilingual districts, as such, or is it just @ P’o 4
program? Is there a different program in the b
districts?

Mr. Yalden: The answer I think is that it i ‘::::
restricted to bilingual districts. The bilingual dist?ic,
concept relates more to services provided bY
federal Government.

The Official Languages Act requires that seerCesbi
provided by the federal Government in both 13{‘ 1S
in the national capital and in the bilingual d;stﬂt
which will be established following a recommend?
by the Bilingual Districts Advisory Board.

jo?
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As to schooling, there could be minority-language
Schools in cities or areas which are not in bilingual
districts. You could have a minority-language school
or French-language school in Toronto, for instance,
and it is unlikely that Toronto would be a bilingual
district.

Senator Laird: When are these districts going to be
designated?

Mr. Yalden: The Bilingual District Advisory Board
Was formed a short while ago and has had a couple of
Meetings and has begun trips across the country which
It has to undertake, and is required to consult
Provincial authorities under the act. I would hesitate
to say when the chairman of the board and his
Colleagues would make a recommendation. I hope
they want to make one as soon as possible, but it will
take several months.

Senator Sparrow: Do all provinces recognize there is
A need for this type of training? For example, some
Provinces have no bilingual districts, as such.

Mr. Yalden: I think the attitude we have met with is
A very encouraging one, very positive, that most of the
Povinces do recognize the need both to provide
ucation in the minority language for their minority
h Buage population, and the importance, which some
®Nourable senators mentioned this morning, of
pr"Viding for second language training to all young
Nadians, so far as possible. I think the answer is that
Cir attitude is good.

Senator Bourque: In the teaching of the different
Ovinces, has it been found it was possible to teach
Wo languages to everyone? There are many people

O are unilingual and never learn another language.

se“ator Beaubien: They do pretty well in Europe.

DMI- Yalden: If I understand your question, sir, and
e.thaps 1 am interpreting your question, if you are
ing of young people of school age—let us say,
2; M the age of 6 until they emerge from university at
Do, ?l" so—I think no one has ever questioned the
s SSibility of teaching all such students a second
i;lguage, or, say, a third or a fourth. It is often said it
ha‘der the older one gets, and I expect all of us have

1 Perienceq that, but for young persons of school age

010t think there is any problem.

yse“atOt Bourque: If we were to teach all these
Ng folk in 10 or 15 years, then everyone would be
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bilingual, but I do not know it is possible to teach
older folk two languages. If they have been trained all
their lives in French it is impossible to teach them the
other language, and the same applies if they have been
trained in English.

Senator Hays: Time will take care of that.

Mr. Yalden: Even with people beyond the student
population it is harder, senator.

Senator Bourque: Yes, but I do not think a person
of about 75 years of age could ever be taught a second
language, no matter how many institutions you had.

Senator Hays: At 75 there are a lot of other things
they cannot do.

Senator Sparrow: You referred to the figure of $8
million estimated by the Public Service Commission for
language training. Other Government departments as
such would have individual training programs with
figures appearing in their Estimates.

Is that right, or would language training of every
department go through the Public Service
Commission?

Mr. Léger: Yes, I think it would.
Senator Sparrow: But you are not sure?

The Chairman: There has been a request made, Mr.
Léger, for the total cost of, I suppose it could be
called the implementation of bilingualism in Canada in
the Government service. Would it be possible for your
department to supply those figures?

Mr. Léger: Surely.

Senator Sparrow: I would like it for all departments
of Canada.

Senator Grosart: Including the Crown corporations,
in the broader sense of that highly ambiguous term.

The Chairman: Including the Crown corporations.
Then it will probably take more time, but I gather it is
available?

Mr. Léger: It could be found, yes.

The Chairman: With your agreement,.honourable
senators, we could ask Mr. Léger how soon he
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expects to complete the negotiations with the
provinces, or what is the deadline date, if there is one?

Mr. Léger: We will probably make considerable
progress on May 25 at the ministerial meeting. If at
that time the provinces agree on a formula, it would
take a very short time for us to get a pretty complete
picture of what the situation will be.

The Chairman: Could you then give us that picture
at that time? Perhaps you will come before us again
to discuss it.

Mr. Léger: If you wish, surely.

The Chairman: Is that agreeable to honourable
senators?

Hon. Senators: Agreed.

The Chairman: Perhaps you would like to proceed
with your statement. That completes the section on
the Bilingualism Development Program.

Mr. Léger: We could pass on to the Arts and Cultural
Support Program, which appears at page 21-18 of the
Estimates.

The objectives of this program are to assist in the
continuing development of the federal cultural policy
and programs and in bringing culture within the reach
of all segments of society and to encourage and
support artistic and cultural projects of national
significance which are complementary to or outside
the concern of the federal cultural agencies. The
expenditures may be broken down into the following
categories:

(a) capital grants to the province of Manitoba
for its centennial projects .......... $5,000,000
(b) research and support grants to arts and cul-
tural service organizations and activities . $403,000
(¢) operating expenditures . . ....... $598,000

I need not underline that the important item here

is really the one relating to the centennial of
Manitoba,

Senator Beaubien: What is included in the figure of
$598,000 for operating expenditures?

Mr. Fortier: This includes $300,000 for the federal
programs in connection with the Manitoba centen-
nial. These are events that we will try to put on
during the centennial such as a caravan, or a tour of
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a film or film clips. This is part of the $395,000 on
page 21-20 of the Estimates.

There is also $35,000 for July 1 celebrations and
an amount of $50,000 for statutes and portraits of
prime ministers, which were authorized by Cabinet
four years ago and are now being produced.

In essence, $200,000 is left for the staff.

Senator Hays: Who is going to paint the portraits
for $50,000?

Mr. Fortier: Sculptors have been commissioned-
The one of Bennett has been completed. I do not
have the names.

Senator Hays: Are they abstracts?

The Chairman: Mackenzie King is out here; he i
fairly abstract there.

Senator Grosart: While I recognize that this partd
cular item deals with cultural support or activites
outside the scope of established federal cultural
agencies, I am particularly interested in the total
support of cultural activities in Canada by the
federal Government.

I believe that in the department, the Secretary of
State, generally being regarded as the unofficial
minister of culture, there is a compilation of the
total funding of cultural activities in Canada. If that
exists, could it be made available to the committee’

Mr. Léger: There is a set of figures that we ca?
make available quite readily. That will be the total
budgets of the different cultural agencies. It woul
amount to a little over $275 million.

The Chairman: Does that include the direct depart
mental contribution to arts and culture?

Mr. Léger: Yes it does, but it also includes the
total budget of the CBC, for example.

e
Senator Grosart: And the National Film Board,
National Arts Centre, and so on?

Mr. Léger: Yes.

t,
Senator Grosart: I hope we could have d;ﬂot
because I happen to be one who believes we ar¢ ‘
doing enough in that field in comparison to wha
have seen in other countries.
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The Chairman: That seems to be agreed, Senator
Grosart. Are there other questions on this subject?

Senator Grosart: The grants to the Canadian
Conference of the Arts and to the Canadian
Museums Association are not in the Estimates for
1970-71. At page 21-22. Is there a reason for that?

Mr. Fortier: Yes. We decided that the better way
Of dealing with this problem is to show it as part of
2 general item. They are now included in the item
Or Arts and Cultural Service Organizations and
Activities—Research and Support Grants of
$228,000. There is an increase of $115,000. It is
Simply a different way of presenting it.

Senator Grosart: You are not breaking it down. In
1969-70 you did break it down to the extent of
Showing these two large grants.

Why have you decided, if you do not mind me using
the word, to bury them in the general grant in the
Estimates in 1970-71?

Mr. Fortier: It gave a little more freedom in
%lculating exactly the requirements of each institu-
On from one year to the other. Last year in the
‘ase of the grants to the Canadian Conference of the
$ considerably more funds were needed. Having it
lumped together permitted the Government to act
Qickly on this rather than waiting until a further
SUpplementary. In the meantime they had to go
Ough the bank, which was a very painful exercise.

l'1OWever, this is not buried in that since it is really
 pot of money which permits quick action on
"quests from these organizations.

Senator Grosart: 1 would point out that this is a
Yend in the wrong direction as far as the opinions
Pressed by this committee in the past are con-
ed. This means you can transfer at will from
Stantee to grantee without any reference to Parlia-
®nt. In other words, you are avoiding the $1 vote
Wﬁce, You are putting these organizations in a
Position where they cannot say they have a grant in
© Estimates to which they are entitled.

.M‘- Fortier: In that sense, legally you are quite
:ght In practice, of course, this does not happen,
use support of this is shown by the Government,
has been a long time support. It might be that
Organization may be cutting down its operations
there would be a requirement to give them less

an
ing

7:19

too. This is also one possibility that has happened in
the past.

Senator Grosart: It would be part of your function
to know that in advance before you put a specific
item in the Estimates.

Mr. Fortier: Well, no. You see, you put the item in
the Estimates, as we are putting the item in the
Estimates for 1970-71 this summer and it is very
difficult to tell you a year in advance what they will
really require. Therefore this permits greater flexi-
bility in this respect.

Senator Grosart: With respect, I have had a great
deal to do with cultural organizations, and I do not
know one that could not tell you a year in advance
what they want.

Senator Molson: I think Senator Grosart’s point is
rather well taken here. We are dealing in this
instance with two grants, but that could easily apply
to 12 or 15 grants.

Senator Grosart: Exactly.

Senator Molson: The principle could apply. I think
to that extent it is desirable to have these things
spelled out. In fact there will be no accounting for
these sums until a great deal later in life when we
come to the Public Accounts; that is the only place
those sums will appear.

Mr. Fortier: That is right, but during examination I
think the minister and the department can give some
indication of what level is anticipated.

Senator Molson: The only point is that that is not
in the public domain to the same extent. That
information is not as broadly dispersed as it is when
it appears here.

The Chairman: What you believe, then, senators, is
that the item on page 21-22 should be broken down
in the way that the other departmental estimates are
broken down.

Senator Beaubien: As they were last year.

Senator Grosart: I would say in the way the other
departmental estimates are not always broken
down! One of the objections I have to this whole
P.P.B. (Planning, Programming, Budgeting) system is
that it deliberately cuts down the vote in order to
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give greater flexibility in moving money around from
grant to grant and therefore taking it out of the
control of Parliament. I would like to put on record
that to me this is an example of the kind of trend
that is developing under the P.P.B. system, which
does not increase parliamentary control of spending.

Senator Beaubien: I should like to ask Mr. Fortier
this. He said the Canadian Conference of the Arts
needed $68,000 last year instead of the $53,000
they were allotted.

Mr. Fortier: Yes, sir.

Senator Beaubien: Where did you get the other
$15,000? Out of the museum?

Mr. Fortier: No, it was voted in the final Supple-
mentary Estimates in March.

Senator Beaubien: It was an extra amount?

Mr. Fortier: There is an extra $15,000 there; we
found enough somewhere to cover it.

The Chairman: It was a $1 item such as we have
been so upset about in the past.

Senator Beaubien: It did not come out of the
museum? The museum got its $60,000.

Mr. Fortier: It was voted. You see, from January
to March when we had the crisis—well we had a
difficult operation during that time. With all due
respect to Senator Grosart, there is a problem about
putting the case through to the board vis-a-vis an
organization, let us say nine months in advance. The
Canadian Conference of the Arts is a case in point. I
think they would have been in difficulty last July to
tell us how much they would require for 1970-71 in
terms. They could have done it, but it would have
been difficult to prove all the points, except to say,
“We need more money”.

Senator Molson: The stock answer.

Mr. Fortier: To prove it in a good P.P.B. system,
with all the effectiveness of what achievements they

have made nine months in advance, is a difficult
exercise.

$enator Grosart: This, of course, applies to every-
thing in the Estimates.

Mr. Fortier: True.
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Senator Grosart: You can say, “We should just
vote $11 billion a year because it is very difficult for
people to come up with their estimates in the P.P.B-
system nine months or a year in advance.” I do not
think this is a legitimate answer to my objection.
should like to ask ome more question. What is the
relation of the Canadian Museums Association to the
National Art Gallery now?

Mr. Fortier: If you mean financial assistance, 1 d0
not think there is any relationship. It exists as an
association of museums that tries to promote the
development of museums across Canada, and W€
assist their secretariat here so that they are able t0
promote what they exist for.

The Chairman: Senator Grosart, are you talking
about the National Museum of Canada?

Senator Grosart: I am sorry, you are quire rig!l‘!
Mr. Chairman. I was confusing the Canadia®
Museums Association with the National Museum.

The Chairman: I was under the impression that the
National Art Gallery was indeed part of the Nationa!
Museum.

Mr. Fortier: Yes.

Senator Grosart: That was what my question W&°
about. I was confusing the two names.

The Chairman: Are there any further questions o
this subject? If not we will pass on.

Mr. Léger: If we may go on to education suPP".rt
programs, the objective of this program is to assist 2
the co-ordination of federal policies of support _3"
research in the field of post-secondary educatio™
The expenditures for this program may be bl’°ke':
down quite easily. I do not think I need read Wmf’
relates to the 1967 legislation, because the $37
million referred to as the first item is statutory.

" 4
The Chairman: We would like to get it on mo
record. 1 can ask the committee for agreement
put it into the record, or you can read it.

: of
Mr. Léger: It is very short. The expendlturesf
this program may be broken down into the follo
categories:

y

(a) payments to the provinces for post-secoffdfl

education under Part II of the Federal-Pr’O"ln e
Fiscal Arrangements Act, 1967, under which
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federal Government has undertaken the transfer to
the provinces, fiscal resources equivalent to the
8reater of (i) half of the eligible operating costs of
Post-secondary institutions in each province; or (ii)
an amount calculated at $15 per person of the
Population in a province. The federal transfer is
Composed of two parts: tax point and equalization
Payment transfers through the Department of
Finance, and adjustment payments by the Depart-
Ment of the Secretary of State to make up the
difference between the finance transfers and either
(i) or (i) above. That is the $377 million referred
Y—grant to the International Association of Uni-
Versities of $75,000, and operating expenditures
$250,000.

The Chairman: Are there any questions?

Senator Beaubien: The $377 million is the whole
g?

Mr, Léger: No, that is our part.
Senator Beaubien: The federal part?

Mr. Léger: No, it is the Secretary of State
d"51321r’(ment’s part. There is more that comes from the
€partment of Finance.

Senator Hays: Is that a grant to every student?
Senator Beaubien: It says person, not student.

tMI. Fortier: 1 can refer to last year’s figures, if
hat will help you. We have a table showing that the
Estimates for operating expenditures for all provinces
Mounted to $1.2 billion.

sThe 50 per cent operating expenditure was about
600 million, and our part was only $286 million,
Cause there were tax points given to the provinces.

The fiscal transfer was $332 million and, as I say,
T part was $286 million. I am rounding out the
Ies, you understand.

.seﬂator Hays: Do you have the amount that was
€n to university students?

Mz, Fortier: No; student aid is not part of this.

.Mr- Léger: This is under the Department of
thy ce. If the committee is interested, we can obtain
tinformation for you.

Senator Hays: I am very interested in the figure for
the grants to university students throughout Canada.

Mr. Léger: We can get that for you.

The Chairman: Is that in the Estimates for the
coming year or for the past fiscal year, senator?

Senator Hays: It does not matter. It will just be
more this year and I can add it on.

The Chairman: That is the Estimate paid by the
federal Government to the provinces on behalf of
university students?

Senator Hays: Yes. Is there also a portion of that for
fixed assets?

Mr. Léger: No, I don’t think so.

Senator Hays: It is all for students?
Mr. Léger: Right.

The Chairman: It states that it will be half the
eligible operating costs or $15 per person of
population in a province.

Mr. Fortier: Mr. Chairman, I should point out for
clarification that these are only estimates and that the
final figures are not in yet.

The Chairman: Perhaps you can give us the latest
final figures and the estimates on the university costs.

Senator Beaubien: Mr. Fortier, you said that the
total cost of the program was $1.2 billion of which
your department received $286 million. So that figure
would relate, then, to the amount that you are putting
here as $377 million. Is that what that means?

Mr. Fortier: That is right.

Senator Beaubien: So in effect the $377 million is
up roughly $90 million from last year. Is that right?

Mr. Fortier: That is right.

Senator Beaubien: So the difference between what
your department paid out, the $286 million, and the
$1.2 billion was transfers of taxable income that were
made from the federal Government to the provincial
governments through income tax points. Is that right?
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Mr. Fortier: Yes, sir.

Senator Bourque: Mr. Chairman, I see here a figure
of $377 million which is calculated at $15 per person
for the populations of provinces. Taking Canada as
having 22 million people that would work out to $330
million,

Senator Beaubien: Maybe there is a little thrown in
for administration.

Senator Bourque: Why is there that difference of
$47 million?

Mr. Léger: Most provinces, Mr. Chairman, instead
of taking the $15 per person take half the operating
costs because it amounts to more than $15.

Mr. Yalden: The $15 per person provision is
applicable in the maritimes, but the other provinces
opt for half the operating costs.

Senator Bourque: Why is it lower in the maritimes?

Mr. Yalden: Because the operating costs in the
maritimes are lower. Therefore they choose to apply
the $15 per person provision.

Senator Beaubien: It is either half of what the
province spends or the $15 per person, whichever is
more advantageous to the province.

Senator Cook: So it is arbitrary, I see.

Senator Molson: Mr. Chairman, these amounts are
going up at roughly $50 million a year. How long is
this increase projected for?

Mr. Léger: Mr. Chairman, there is concern indeed
as to the increase, and the committee may recall that a
few weeks ago Mr. Drury visited all provincial capitals
to impress on his colleagues the necessity of having a
very hard look at the increase, which, in fact, really
affects the provincial authorities as well as the federal
authority. This indicates clearly the concern of the
federal Government. Whether or not he has been
successful in his mission, however, is a matter that we

do not know yet. I do not think the report has been
submitted yet.

Senator Molson: There is no statutory limitation to
this shared-cost program, is there?

Mr. Léger: Not under the 1967 legislation, Mr.
Chairman,
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The Chairman: Were you happy with the answel
Senator Molson? I understood you also wanted 0
know if there was a projection as to what the futur®
cost would be.

Senator Molson: 1 did ask that originally, MF
Chairman, but I think Mr Léger feels that perhaps M"'
Drury is trying to get it reduced in his travels. You did
not have that figure, Mr. Léger?

Mr. Léger: Well, we do have one, but it is merely 2
compilation. It looks as if, if the present tre
continued, the increase would be in the order of 2
per cent or more a year. And that is what is conside
to be really too high.

Senator Molson: We will be out of business then, MI-
Léger.

The Chairman: Well would that not be double )Vh’;’“
compounded over three and a half years, Mr. Léger”

Senator Molson: 20 per cent per aﬂn_“m
compounded would take very few years to go outside:

The Chairman: Any further questions on ite™
number 37 \

Senator Grosart: Mr. Chairman, this is a rathe!
general question, but it comes out of the new form ©
the Estimates. I have tried to trace through the figir®
that have been before us for the various divisions,
may call them that. First of all there are the approY’
Estimates, next the forecast for expenditures and also
the various additions for statutory items and the ¢
of services supplied to other departments. I would like
to go into this, if I may, very quickly starting with
figures in section C on page 24 to find out hoW L
handle this problem.

First of all we go back to page 22 under VoteZ:
where the approved Estimates for the Ed“‘:a"the
Support Program were $229,000. Then we turn 0 000
next page, page 24, and there you find the $229
in the first line under “Educational Support”. Th‘: is
the approved Estimate. Then we look to see wha
the forecast expenditure against that Estimate an nde!
find it is $226,000. This, as I say, is on page 24 U7 oW
the sections dealing with the two breakd®
“Objects of Expenditure” and the projects- d 1t
we come to the final forecast of expenditure, We fin
is $286,000. In other words, the total expendlt“ s
considerably over the approved forecast. This pivs
pretty well through all the Estimates. Will you tell ouf
first of all, the date on which you put if
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Estimates in any one year, and then the date on which
this forecast is made.

The Chairman: Perhaps you can wait a moment, Mr.
FOrﬁer, until everybody understands the point we are
dealing with.

§ Senator Grosart: There is a capital expenditure item
In there, but I am ignoring that for the moment.

The Chairman: Is that the $285,921?

Senator Grosart: Yes, the $285,921 is a better figure
because it includes the capital expenditure.

Senator Beaubien: This is for last year.

Senator Grosart: 1 am now talking about last year,
ause in the Estimates now we are given a
®mparison of the approved Estimates and the
forecast expenditures which, I take it, are the actual
®Xpenditures.

Mr. Fortier: The Estimates are prepared originally
for target decision some time in May. We are preparing
the 1971-72 Estimates at this moment, to be
SUbmitted to the Treasury Board, which will decide on
the magnitude each department and program will get.
Ubsequent to that there is an estimate preparation to
Teady by October 31 which goes into the details. At
t time we must do our forecasting of the current
Year. We did the 1969-70 forecast by October 31, so
€ figures are for October 31. These forecasts could
& Tight or wrong; the actual might be quite different
1om what you have there. But you asked, "When do
Ou prepare the original figure? ” and the answer is: In
2. You asked, “When do you prepare the
Otecast?  And the answer is that we prepare it in
Ctober. It is decided in the summer, and we go into
¢ details of separating the figure. This is why you
© under page 21-22, as you pointed out, a
Mparison of $325,000 to $229,000 for the whole
Yéar. You have $229,000, and then 1 would suggest
g0 not to the first column, which is only a
I)mﬁol'l, but the end column, the total budgetary

XPenditures, where you have the $254,000.

The Chairman: On what page?

Mz Fortier: Page 21-25. You have $254,000 as
Mpared to $229,000. Incidentally, you can say the
:’.h? thing for the second figure. You have $328
Wion approved as opposed to $285 million spent.

21384-31/2

To keep these figures in perspective, you may ask,
“Why did you spend more than was approved? » This
is because during the year the Government
supplemented salaries of civil servants, and these funds
came from the Department of Finance, Treasury
Board Vote No. 5, which permitted to allocate more
money for salaries. This is why we in fact spent
$254,000.

The Chairman: You are dealing purely with
administration there?

Senator McLean: Where is the $254,000?

Mr. Fortier: Page 21-25, under “Total Budgetary
Expenditures” for the year 1969-70.

The Chairman: So $229,000 was approved?
Mr. Fortier: Yes, and $254,000 were spent.
The Chairman: $254,000 was spent?

Mr. Fortier: That is

“Administration”.  This
supplementary for salaries.

right, that is
was because

under
of the

The Chairman: How did you pick it up?

Mr. Fortier: From Treasury Board Vote No. 5,
where there is money provided for salary revisions,
and that is where the money came from. The other
item, $328 million, was prepared last May. We
now find we are spending only $286 million.

Senator Grosart: The balance sheet would show in
the Public Accounts?

Mr. Fortier: That is right. This is trying to provide
the Parliament with what they proved earlier and what
the department is spending and to give them the
perspective of whether they approve or what they are
spending. It may be difficult because it is the first
experience. It is the Treasury Board which should
really talk to you about this and not us.

Senator Grosart: You have to live with it.
The Chairman: Are there any further questions?
Senator Hays: This may be a dumb question. What

institutions are included in  post-secondary
institutions?
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Mr. Léger: All universities as defined by the
provinces.

Senator Hays: That is just solely for universities?

Senator Hays: This does not include the vocational
training.
Mr. Fortier: No.

Senator Grosart: To conclude my point, I would like
to ask Mr. Fortier if he would agree with me. The
comparison we have in the first table on 22-2 between
the approved Estimates of 1969-70 and 22-8 on the
proposed Estimates for 1970-71 is not a very
meaningful figure. But we would like to really
compare it with what is spent in 1969 with what you
intend to spendin 1970. Superficially it is a misleading
figure. I wonder why it is there. I would say that the
Treasuryl Board says that is the way to do it.

Mr. Fortier: I myself think that Parliament would
like to know how much they would approve. They
would like to know how much they approved earlier,
and what we are going to spend. It seems to me that
it is a little normal that we are spending more.
Normally, the departments spend less than what you
do approve, because there are lapses happening, and
therefore you would like to make a comparison from
what they think they are going to spend as opposed
to what you really approve, and to see whether they
have met your approval in the sense that they are
given so much money to do something. In other
words, if you have not done it why haven’t you
spent that money? This is what is intended by these
two figures there. I agree it is a little confusing.

Senator Grosart: 1 would suggest that it would be
much more useful if the first summary against the vote
read “approved 1969 $229, spent $286 and proposed
$325.” I say that for the record.

I might call it to the attention of the Treasury Board
and tell them that it would be easier for the members
of Parliament to follow these figures, if the Treasury

board is at all interested in making these figures easier
to understand.

The Chairman: I think that is a recommendation for
the Treasury Board. Please proceed, Mr. Léger?

Mr. Léger: We may then go to Translation Program
on page 21-28. The object of this program is to
provide translation and interpretation services to
Parliament, Government departments and agencies.
The expenditures for this program may be broken
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down into the following categories. A grant 0
universities in support of translation programs
$63,000, operating expenditures $7,937,000, total $8
million.

The Chairman: Are there any questions?

Senator Beaubien: How do you break down the
operating expenditures?

Mr. Fortier: You will find them on page 21-28 and
29 under Program by Activities and on page 21-30 3_1"d
21-31 under Objects of Expenditure. Under Activity
you have administration; training, terminology &
linguistic research; parliamentary and general seerce
translation; scientific and technical translatio™
administrative and financial translation. I would agai®
suggest that you go to the other end and see it on the
total budgetary expenditure. That gives you one tYPi
of breakdown. There is a further type on the né¥
page, which is the translation program by stand:
object. The table includes operating expenditufesé
salaries and wages, transportation, and so on.
figures are shown for the year 1970-71.

4 - the
Senator Molson: In this case the expenditures in f-hn
revised forecast made in October were $1 milli®
greater than the approved Estimates.

A

Mr. Fortier: Yes.

Mr. Léger: This is directly related to our discussio”
earlier with respect to the consequences of the offic
Languages Act in that much more translation Will
needed in future as the Government applies
different programs that we discussed earlier.
sure
e 8’
¢S

Indeed, I may add that.we would like to mak?
that the Parliament generally gets as good a servic
possible in that field. For that purpose I think ther ;
room for improvement, which we are endeavouring
carry out,

The Chairman: In light of the fact that this meeti"®
is not translated, you are right.

Senator Molson: I remember the late Sen”
Jean-Francois Pouliot often saying that translation®
Parliament left much to be desired. It was quit®
strong point with him.

This again is perhaps not for this particular meeﬂngo
However, I would like to make this remark in 0£d®
suggest that in drawing up these figures on pages 2 Jat
and 21-29, the relationship between the Estimate uld
the top of page 21-28, Vote 30, it seems to me Woken
be better related to performance if it were Pr% 0
down in the manner of the table on page 21-29
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that in assessing performance we can see where the
differences occur.

We just mentioned that in this case there was $1
Million difference.

Mr. Léger said it is nearly all in this one particular
area, However, this does not illustrate why there is a
$1 million over-run or if there were a $1 million
Saving, where that occurred would not be indicated.

Mr. Fortier: That is comect in this case. As Mr.

ger said, we are pushing that, but most of the
Aditional money was for what I explained earlier, the
§eneral salary revision. The Government approved a
Vision retroactive to 1967 last year to civil servants.

is came to about 20 per cent of the total, in the
%se of the translation bureau about $1 million. That is
Why there is that $1 million difference, plus the fact
that there were other things going on. However, that is
the essence of it.

Senator Molson: But it would split in the same
Manner a5 the program by activities is split.

Mr. Fortier: Yes.

besi!nator Molson: The $1 million would appear split
tWeen these different activities.

Mr, Fortier: That is right; it would split by activity.

besﬁlator Molson: It would give a direct comparison
tween this table on page 21-29 and the Estimates on

' ‘é;se 21-28. I think that again is Treasury Board, Mr.

dirman,

wThe Chairman: Yes, I see. You can see where the
®Trun is there.

ssenator Molson: In the activities, each activity cost
Million over-run.

reThe Chairman: Perhaps that should form part of our
Port to the Senate.

wse‘lator Molson: It is a Treasury Board item. I
ted to get it on the record as an aide mémoire for
¢ Committee.

tllEel'latot grosart: How far do you go when separating

“\isp“blic accounts in this particular legislation? All
Will be in the public accounts. In this new system
rr? is an attempt to introduce some figures that

I e"‘Ollsly were only found in public accounts. That is

tor Molson’s point, and a little more.

=25

Senator Molson: Once you start something, it is hard
to stop.

Mr. Léger: We may go on, to the Citizenship
Development Program we find on page 34. The
objectives of this program is to promote effective
citizenship among immigrants to Canada and Cana-
dians through projects designed to foster mutual
understanding and co-operation among groups in
Canada. The expenditures may be broken down into
the following categories. There are contributions in
accordance with agreements with the provinces for
travelling expenses in relation to interprovincial
visits, $460,000. There are contributions towards the
cost of citizenship and language instruction for
immigrants, $994,000. Thirdly, there are grants to
the provinces and voluntary agencies for expenses in
relation to interprovincial visits, $600,000. Fourthly,
there are grants for citizenship promotion, $474,000.
And lastly, there are operating expenditures,
$1,478,000. Further information naturally can be
found in the program description that we have in
pages 34 and 35.

Senator Grosart: The contributions
$994,000, contributions to the provinces?

in (b),

Mr. Léger: Yes, Mr. Chairman. We provide 50 per
cent of the cost of any instructors for immigrants.

Senator Grosart: This is an open-end contribution?
Mr. Léger: Yes.

Senator Beaubien: On page 34, you say, salaries
and wages, $1,115,000. Is that half of this? Do the
provinces pay a like amount?

Mr. Léger: No. The reference here is that all
provinces with whom we have agreements—and we
have not got agreements with all the provinces in
this respect—would pay as much as we do for any
instruction. In other words, we provide $994,000
and they provide as much.

Senator Grosart: Is this subject to federal audit?

Mr. Léger: Yes.

The Chairman: Can the provinces receive the 50
per cent credit for any valid instruction, or does it
have to be through certain instutions?

Mr. Léger: No. We negotiate with them a contract.
We have just negotiated one with Quebec, for the
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first time. They make us aware of the program they
want to conduct and we jointly agree, and then it is
put into operation.

Senator Grosart: For the record, may I point out
that this committee is on record as recommending
the end, the termination, of all open-end agreements
with the provinces. They simply seem to be in-
creasing, rather than decreasing, in the Estimates.

Senator Hays: It would be nice to do it, but there
is no way you can do that.

Mr. Léger: I do not know if we wish to discuss
this further, in that we now have agreements, let us
say, with eight provinces, there is a pattern of
agreement, and a ninth province comes to us; those
agreements are for five years, and if the ninth
province comes and suggests that it wants a contract
like the one we have with, say, Ontario, then we are
in for another period of five years. Indeed, we will
bear in mind the comments you make, senator, but I
must say in practice it is very difficult. This is not a
major program, but it still would not be easy to stop
this sort of program from going on. It is a good
program. It may be that the way to finance it is not
good, but it is a good program.

Senator Grosart: Do you in any way control the
methodology of this language training for immi-
grants?

Mr. Léger: This is very much left in the hands of
the provinces, but then it is based on their own
normal curriculum in a way. The real question is
whether the normal curriculum in Ontario or Quebec
is good or not. The teachers we have are really
provincial teachers who do not specialize in any
given language, but they are generally acceptable to
the profession in that province.

Senator Molson: Does the immigrant have any
choice of language? Can an immigrant in Ontario be
taught in French, or is it limited in each province by
the choice of the province?

Mr. Léger: It is not limited by the agreement. It
might be limited by past practice, and it could be
changed if that was so decided. As far as the federal
Government is concerned there is no limitation
about this or that language.

Senator Molson: It would have to be at the request
of the province, then, would it? The federal Govern-

Standing Senate Committee

ment has no point of view; they are agreeable to it
being in either official language?

Mr. Léger: That is so.

The Chairman: But is the federal Government
prepared to make grants where the provinces ar°
restrictive as to that official language?

Mr. Léger: If it were, it would not be under thi
heading. I am trying to think which heading it would
fall under in the bilingual operation. I do not
it has come up yet.

Senator Molson: It is probably too soon.
Mr. Léger: Yes.

Senator Beaubien: If the Quebec government de
cided immigrants could only be taught in French
even if the immigrants’ choice was English, the
federal Government would have no control; fhey
would just pay them the money and the prOVmce
would do what they want. Is that it?

Mr. Léger: Under present arrangements I think 5%
yes. ;

Senator Grosart: Mr. Chairman, I think there i *
principle that we have discussed in this commitf i
before, of the responsibility of the federal GOV_‘"“,‘
ment to make sure that the projects in which it 5
putting public money is efficient and useful. I Sh"".1
like to make that comment. The same thing apPl!
if the federal Government is to share the cost © o
building. Surely they have a responsibility t0 m:,he
sure it is a good building. I would suggest that *
federal Government has a responsibility here, i Sp.l
of the constitutional difficulties, to insist on equé A
of opportunity in immigrant language instructi®”
and efficiency.

The Chairman: Let us take one of the Wfstefn
provinces. If an immigrant requests his instructio?
French, would he get it?

’ 0
Mr. Léger: It would be up to the 1.>l’0V“‘"ev.te
provide facilities. If that province cannot Pfoet
facilities, then I don’t think the federal Govern™
could intervene and provide them in its stead.

the
The Chairman: But that is not part of,grev”
agreement. Could that not be part of the
ment?
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Senator Grosart: Why not? This has been done in

Manpower Training where there are adult immi-
8rants.

Mr. Léger: I think it is a good point, but I would
Tather not consider it under this heading. I would
Tather see if we can set it in our bilingual program.
It just has not occurred yet.

The Chairman: Nevertheless you are making an
dgreement to pay 50 per cent of the teaching costs.
This is specifically directed towards immigrants.

Mr. Léger: Right.

The Chairman: If an immigrant goes to Alberta and
S3ys he wants to learn the French language and wants
is instruction in French, I cannot see why he should
0t be able to have that, although I don’t know why
€ Would want it.

Mr. Yalden: That is the point, Mr. Chairman. As the
Under secretary has suggested, to our knowledge such
Situation has not arisen.

The Chairman: It has not arisen in Quebec?

Mr, Yalden: In Quebec instruction is provided in
Oth languages in accordance with demand. In the
West we are not aware of there having been such
n"‘lllests, although that does not mean that there have
Tot been. But we are not aware of any. The point is
Wely taken, however, sir.

i Senator Grosart: The federal Government might find
If in the position of contributing financially to
age discrimination.

sel'lator Molson: As the under secretary has said,
_ﬂ\aps it is too soon for it to have occurred yet. It
" be interesting to see what development there

ht be at a later stage under the bilingualism
"0gram, as Mr. Léger has suggested.

k!’- Léger: We may go to the citizenship
?glstration program then, on page 43. The objective
that program is to grant Canadian citizenship and
g;Wide evidence thereof. That is really the application

the Canadian Citizenship Act. The expenditures for
;at Program are all operating expenditures totalling

1.800,000.

re::‘.e Chairman: Are there any questions on that? I
ed in the mail from Mr. Stanbury a document,

an application, which I could fill out in order to get a
citizenship certificate. Is that part of this program,
and, if it is, is it the intention to send to every
Canadian such an application form for a citizenship
document?

Mr. Léger: No, Mr. Chairman. We would be in deep
trouble if that happened. Mr. Stanbury sent such
forms to all senators and members of the House of
Commons as a promotional idea. You are aware that
there may be as many as one million residents in
Canada who are not Canadian citizens. Naturally, we
would want them to come our way, and the more
publicity we can make to attract them the more
chance there might be of getting them. However, I
must add that, as the committee knows, the
Citizenship Act is to be reviewed within a matter of a
few months, and the publicity relating to the
amendment to the act may help us get some of those
persons to become Canadian citizens.

Senator Beaubien: Mr. Léger, if you are trying to
get people who are not Canadian citizens to become
Canadian citizens, why would you write to the only
body in Canada that you are sure is comprised of
Canadian citizens? I cannot understand that. After all,
any member of Parliament who is not a Canadian
citizen can be thrown out of Parliament. You would
have him trapped, if he were not.

The Chairman: As I read the letter, it was to give a
certificate, and if you wanted an identity card as well,
one you could carry around with you, you would get
that too and you could put it with your railway pass.

Senator Sparrow: You must have a citizenship card
before you can get a passport, mustn’t you?

The Chairman: No, you merely need a birth
certificate for that purpose.

Senator Cook: Exactly what is the meaning of the
letter?

Mr. Léger: So far as you are concerned it does not
mean very much, but to Mr. Stanbury it means a great
deal, because he wants to use you in a way whereby he
could demonstrate to the nation that each member of
the Senate and House of Commons has asked for a
proof of citizenship. That would help him to draw in
those non-Canadians and get them to ask for a proof
of citizenship or a certificate of citizenship.

Senator Sparrow: What is the income from that
department?
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Mr. Léger: Half a million dollars a year.

The Chairman: We will now pass on to the final
paragraph.

Mr. Léger: This would be the administration
program.

The objectives of this program are to provide
management and centralized services to the
department and, to a varying degree, to certain
cultural agencies, and to provide senior advisory
services on matters affecting the ministry. The
expenditures, which are all operating in nature, total
$2,044,000. That is on page 8.

Senator Grosart: Mr. Chairman, this would seem to
be the place to raise a question I mentioned
previously in view of the phrase “to provide man-
agement and centralized services to a varying degree
to certain cultural agencies.” My question really is to
what extent is management by the Department
extended to various cultural agencies? However, I
think I will leave it at that and come back to it
because it would take half an hour, and it is now
12.30 and I am sure you would want to get through
the detailed Estimates. But I wonder if I could
suggest to the honourable secretary that it would be
helpful to this committee if you could prepare a
document for us indicating the financial control and
the management relationship between the Depart-
ment, if I may call it that, and the various entities,
Crown corporations and otherwise listed in A to N
on the first page of the Estimates. I say that because
I have been trying for some years to find out what
the relationship is. I have read the Financial
Administration Act which is of very little help. The
term “Crown corporation™ is loosely used. Nobody
really knows what it means in spite of the attempted
definition in the Financial Administration Act. This
raises the whole question of the relationship to the
Canada Council, the CBC, the National Film Board,
the Canadian Film Development Corporation, the
Company of Young Canadians, the National Arts
Centre and so on. Would that be possible?

Mr. Léger: Yes, Mr. Chairman. What is easy to do
is to set the relationship that flows as a result of the
different legislation. That can be done quite easily.
We can also set the role played by the Secretary of
State as regards amending legislation and as regards
budgets. In other words, anything connected with
Parliament. That we can do and we will undertake
this - right away. I do not know if it will satisfy
Senator Grosart fully, but we will start.
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Senator Grosart: 1 am sure it will be very helpful;
particularly if note is taken of this word ‘‘man-
agement” in your statement, because this questi'on
arises over and over again. What is the responsibility
of these organizations to Parliament? The very
phrase that you get that the Secretary of State
reports to Parliament in respect of some of these and
he is the spokesman for others. It will be very
helpful if you could attempt it. It is a big job, and_I
am sure you will want to see Justice before giving it
to us.

The Chairman: If there are no further question’
then on your behalf, honourable senators, I woul
like to thank the witnesses-

Senators Hays: I have one more question, Mr-
Chairman. 1 remember when the Government first
gave the Canada Council a grant of $10 million I
1963, and at that time I suggested that in ten years
it would be doubled, and they made it in six. NoW
am familiar with the beginning of the Canad?
Council as I am sure all honourable senators are, bY
what is the total amount of money now left in g
Trust?

Mr. Fortier: There is left in the Trust the origin¢!
$50 million granted as an endowment fund for th°
purpose of giving grants to the arts, humanities 3"
social sciences. There was another $50 million £iV®"
for capital grants to universities. This is alm©
totally expended; in fact, it is totally exPe“ded'
There is only one or two outstanding payme?
amounting to less than $2 million. Over and ab0¥
that there are donations from the Killen estate, f;o{'ﬂ
the Molson Foundation, from a special scholars
fund and other donations which in total at
moment in cash would probably amount to S0
thing like $12 million. We have accumulated Pr©
through sales of securities of about $5 million,
they have a running grant pattern because they 20
on an accrual basis of unpaid grants of about 90
million so in total their portfolio would be around
million.

me”
fits

13 or
Senator Hays: Was it originally $150 millio?
$160 million?

Mr. Fortier: No, $100 million when it started, bu:
$50 million to be spent and $50 million t° ,
retained. The $50 million to be spent is SP° of
except for something less then $2 million, SO
would be left with $50 million, but with
unpaid grants and accumulations they are aboV
million now.

¢ $90
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Senator Hays: I am sorry the minister is not here.
I am thinking about this bilingualism, which I think
IS very important. Has the department ever given any
thought to taking two cities—and I will mention my
City because I am more familiar with it—such as
Calgary and Quebec City which are sister cities,
Where they would take as many schools as they
Want at the elementary level and say that the school
will be French from Grade 1 to Grade 8, and vice
Versa in Quevec City, as a pilot project in both
Cities? There would be a transfer of teachers and the
Parents would be in a position to send their children
to this sort of school.

Under the present system it is going to be a very
Costly program, but under this basis the child would
elect to start school and go to French school until
Grade 8, and I believe it would be good for the
Union of Canada and a much better way of learning
French, because he could go from there on to high
School. Have you ever had any thoughts on this
Matter, the idea of using two cities as a pilot
Project?

Mr. Léger: This is a very imaginative idea, Mr.
Chairman. No, we have not contemplated this
because really our bilingual program is just getting
Off the ground and we have a set of priorities. It
May well be that it will blossom more rapidly than
We expect, and that we will reach the possibility of
!°0king at projects like those such as the senator has
Just mentioned, but for the moment that would be
eft to the provinces.

Senator Hays: In your conference that you are
80ing to have on May 25, will you be discussing
Policy and so on? It seems to me this is the way
You can do this without a great expenditure, because

am sure that there are schools in Calgary that hold
A thousand students where you could say, ‘“We have
One jp Quebec City which is exactly the same, and
Ve will change the teachers from one to the other
ad the students can elect to go to such schools.”

en you could just move the teachers.

Senator Beaubien: For a year or two?

Senator Hays: It would always be a French School
U to Grade 8, and they would elect to go to a
Aticular school. I am sure the parents would say
4t they would look after the transportation
Problem, and that is all they would have to do. It
Ms to me that there are ways of doing this. I
Inerltion again, with the exception of bigoted people
O would not want their child to learn both
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languages, this process is quite easy to implement,
and then they would have a real foundation in the
other language, either French or English.

Mr. Léger: In trying to rapidly see a scheme, if it
were put forward I am wondering if the division of
the labour would not be more or less as follows.
Each province would accept responsibility and the
federal Government might come in for transportation
costs.

Senator Hays: For moving the teachers.
Mr. Léger: Right.

Senator Hays: The teacher is going to be there.
There will always be a French school in Calgary and
an English School in Quebec City.

Mr. Yalden: This is an area of encouraging the
provinces to take this kind of action, and we are
encouraging them to do this. If I may say so, in the
meantime another possibility is to create a French
school in Calgary. It has been done in Saskatoon and
Toronto very successfully.

Senator Hays: You could create this before the
first of September. You have the same number of
teachers and the same number of students and the
cost would be the same.

Mr. Léger: It is done in Germany and France.
Three hundred French students just go to the other
side of the Rhine, and 300 German students go the
other way, to learn each other’s language. It is easier
for them because the distances are not that great.
You see the children cross the bridge to spend a year
in Germany, and they come back knowing German.

Senator Hays: 1 am suggesting that we move the
teachers.

Mr. Fortier: Yes, it would be easier.

Senator Molson: There is one question which I
would like to ask before we finish. Why on page
21-8 is the bottom line shown as an appropriation
not required for 1970 to 71 of 13-odd million
dollars. 1 do not think I have seen it elsewhere. Why
was it not shown for what it was for?

Mr. L. Lafleur, Director, General Administration
Branch, Department of Under-Secretary of State:
This was an expenditure incurred in 1968-69 which
was not going to be incurred in 1969-70, because
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that was part of the cost of building the National
Arts Centre.

Senator Molson: Why do they not say so?

Mr. Lafleur: This is just the way the Treasury
Board wants us to show these things.

Senator Molson: Some are more sensitive expend-
itures than others?

Mr. Lafleur: That is not the reason.

Senator Molson: I am sure there are hundreds of
expenditures or thousands of expenditures which are
not required from year to year, but I do not seem to
remember them as being shown if not required for
next year. It would seem to be quite logical to show
what the money was spent for under the heading of
actual expenditures 1968 to 1969, and to merely
show the blank and the future years the way other
items are shown.

Standing Senate Committee

Mr. Lafleur: This is just to balance the total actual
expenditure.

Senator Molson: I agree, but if you leave the other
lines blank but change what is written at the
beginning you would still balance the figures, but
you would know why there was $13% spent in that
year and not proposed for the future years.

The Chairman: Are there any further comments on
Senator Molson’s point?

Mr. Lafleur: As I said, that is the Treasury Board’s
responsibility.

The Chairman: Are there any further questions’
Honourable senators, on behalf of this committee I
would like to thank Mr. Leger, Mr. Fortier, M-
Lafleur, Mr. Yalden and Mr. Belkin for being with Us
today. I will now hear a motion for adjournment.

The committee adjourned.
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APPENDIX “A”

In the course of the Debate in the Senate on Bill
C201 being Appropriation Bill No. 2, 1970, Senator
Belisie read the vote wording for Vote 1, Privy
Council Office which appears at page 18-6 of the
Estimates for 1970-71.

“Vote 1 — Privy Council Office — Program
expenditures including maintenance and opera-
tion of the Prime Minister’s residence, and the
payment to each member of the Queen’s Privy
Council for Canada who is a Minister without
Portfolio of a salary of $7,500...”

He then asked

“If there are but a few present ministers without
portfolio receiving it, and the maintenance of
the Prime Minister’s residence, why is it over
$5 million? ”

The answer is:

As the Estimates show at page 18-6 in the Program
by Activities table, the salaries of Ministers without
Portfolio take up only a small portion of this vote.

They are included in the $504 thousand shown as
proposed estimates against the activity “Offices of
the President of the Privy Council, Leader of the
Government in the Senate and Ministers without
Portfolio”. The remainder of the proposed Estimates
for 1970-71 for this program are distributed as
follows.

(Thousands

of Dollars)
Office of the Prime Minister ............. 981
Cabinet Secretariat .................... 1,262
Science Secretariat .................... 501
Federal-Provincial relations Secretariat . . . . . 476
AdmmIStration: . .2 G353 .5 cincnis aeenie s 1,188
Royal Commissions and Task Forces ...... 550

As requested by Senator Grosart at the meeting of
the Standing Senate Committee on National Finance
held March 19, 1970, following is a listing of
non-lapsed accounts in the Consolidated Revenue
Fund which are similar to the C.I.D.A. Account.

Public Accounts

1968-69
Page Reference for
Department Description of Account Explanation

External Affairs — International assistance Account 7.86
National Defence — Replacement of materiel, sec."l1, National

Defence Act 7.86

— Proceeds from sale of Surplus Crown assets 7.86

Regional Economic Expansion — Area Development Account 7.86

— National Capital Comm. — National Capital Account 7.86

Secwtary of State — Centennial of Confederation Fund 7.86

— National Library purchase account 7.87

— National Museums purchase account 7.87

T‘ansport — Railway grade crossing fund 7.87

Treasury Board — Reserve for salary revisions 1.87
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The available unexpended balance in these ac-
counts at March 31, 1969 is reported in Schedule 0
on page 7.26 of the Public Accounts 1968-69.

In addition there are a number of Deposit and
Trust Accounts which are similar in nature in that
monies are appropriated in the current year and
deposited in these accounts. In the current year or
subsequent years disbursements are made from these
special accounts without further reference to Parlia-
ment. A listing is given in Volume I of the Public
Accounts 1968-69—Schedule M on pages 7.21 to 7.25
inclusive and the corresponding explanations of the

Standing Senate Committee

accounts provided in detail on pages 7.68 to 7.80
inclusive.

Another group of accounts displayed in Schedule
N page 7.25—-Annuity, Insurance and Pension AC
counts have this same characteristic in that appro-
priations of government are credited to these ifc'
counts as well as contributions by way of spe‘”"l
taxes or assessments and the individual pensions Of
benefits are paid and without further reference 0
Parliament. Detailed explanations of these accounts
are contained on pages 7.82 to 7.85 inclusive of
Volume I of the Public Accounts 1968-69.
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CANADIAN ARCTIC PRODUCERS LIMITED
(Incorporated as a Private Company under the laws of Canada)
BALANCE SHEET
At 31st October, 1969
(With comparative amounts at 31st October, 1968)
ASSETS 1969 1968
CURRENT
L e o T o - A $ 27,399 §$ 9,858
Accounts TeceiVADIE. .. .. - s i ke s s ae e b o e $287,947
Less: Allowance for doubtful accounts . . ............. T2 282,220 232,228
Accrued COMMUSSIONE . ¢ mc v ¢ « 5 < = & jo's s oo ogoio o= 27,000 21,000
Merchandise inventory, at cost . . .. ... ... 33,010 1,591
Prepaid expenses and supplies . . . . .. .. ...ea ... 3,907 3,335
373,536 268,032
FIXED
Equipment — at costis & .6 % €08 % o o0 Bk d. B 11,370
Less: Accumulated depreciation . .. ................ 4,346
7,024
Leasehold improvements — at cost less $ 5,856 amortized to date 6,169
13,193 14,204
$ 386,729  $ 282,236
LIABILITIES AND SHAREHOLDERS’ EQUITY
CURRENT
Accounts payable and accrued eXpenses . . . . .. ... ... ... $ 15,066 $ 36,170
Employees’ payrolldeductions T.5% S - s vs e 0w s s e et s 3,882 1,899
Due to SUPPHEIS . + . & v v v v e e e e e 232,411 317,768
Bucionicontractsales . . .. 3 e o2l B LD T o 2,426 2,426
Income taxespayable . . ... 2% & . 5 v e cos 65 s s 7,782 5,600
352,567 263,863
SHAREHOLDERS’ EQUITY
Capital stock
Authorized
50,000 common shares of $ 1 per value
Issued
5 commonshares . . . . 3R e soo e B 08 iR . 0. $ 5
Retained eamnings .. .......cveveconenunneennn 34,157
34,162 18,373
$ 386,729  $ 282,236
Approved by the Board:
Director
Director

N°te= At 31.st October, 1969, the Company held inventory on consignment from suppliers valued at
approximately $ 523,500. The operating expenses include warehaise and handling costs but as the
inventory is on consignment only, the asset and related liability are not included above.

ls/1/7()
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FISHERMEN’S INDEMNITY PLAN

VESSELS LOBSTER TRAPS FIXED GEAR TOTAL (ALL PLANS)
Credit Credit Credit Credit
Fiscal Net 3 or Debit Net or Debit Net or Debit Net or Debit
Year Premiums  Claims Balance | Premiums  Claims Balance ||Premiums  Claims Balance [ Premiums Claims Balance
$ $ $ $ $ $ $ $ $ $ $ $

1964-65 | 281,103 351,975 -70,872 2,523 12,650 -10,127 - - - 283,626 364,625 —80,999
1965-66 | 314,074 366,739 —52,665 1,671 5,006 -3,335 198 - 198 | 315,943 371,745 -55,802
1966-67 || 347,655 461,093 —113,438 1,552 6,647 -5,095 5,727 19,391 —13,664 | 354,934 487,131 -132,197
1967-68 | 370,871 503,298 -132,427 2,301 7,686 -5,385 6,426 26,312 -19,886 | 379,598 537,296 -—157,698
1968-69 | *525,915 488,912  +37,003 | *1,891 5,877 —3,986 || *6,230 37,338 31,108 | 534,036 532,127 +1,909

*NOTE: New Fishing Vessel
Indemnity Regulations approved
P.C. 1968-1032 (effective
June 15, 1968)

Premium rates adjusted

*NOTE: Lobster Trap Indemnity
Regulations revoked P.C. 1969-
209 dated Feb. 4, 1969

*NOTE: Fixed Fishing Gear and
Shore Installations Indemnity
Regulations revoked P.C. 1928-
2113 dated November 19, 1968.
(Policies in force at that time
to be honoured to expiry date
but not renewed)

P_PIUIWO) 9jeusg Surpuelg
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Second Session—Twenty-eighth Parliament
1969-70

THE SENATE OF CANADA
PROCEEDINGS

OF THE
STANDING SENATE COMMITTEE
ON

NATIONAL FINANCE

The Honourable Douglas D. Everett, Chairman

No. 8

THURSDAY, MAY 14th, 1970

Sixth Proceedings on the Estimates

laid before Parliament for the fiscal year ending March 31, 1971

WITNESSES:

Department of Indian Affairs and Northern Development: Mr. H. B.
Robinson, Deputy Minister; Mr. J. B. Bergevin, Assistant Deputy
Minister; Mr. D. H. Beatty, Adviser, Financial and Management;
Mr. J. McGilp, Director, Community Affairs; Mr. D. Cable, Financial
Officer.
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THE STANDING SENATE COMMITTEE ON NATIONAL FINANCE
The Honourable Douglas D. Everett, Chairman

Aird
Beaubien
Benidickson
Bourget
Bourque
Desruisseaux
Everett
*Flynn
Fournier (Madawaska-
Restigouche)

*Ex officio members.

The Honourable Senators:

Gelinas

Grosart

Hays

Ishor

Kinley

Laird

MacDonald (Queens)
*Martin

Methot

Molson

(Quorum 7)

McDonald (Moosomin)
McLean

Nichol

O'Leary

Paterson

Pearson

Phillips (Prince)
Phillips (Rigaud)
Sparrow

Walker—(27)



ORDER OF REFERENCE
Extract from the Minutes of Proceedings of February 12th, 1970.

“With leave of the Senate,

The Honourable Senator Martin, P.C., moved seconded by the
Honourable Senator Langlois:

That the Standing Senate Committee on National Finance be author-
ized to examine and report upon the expenditures proposed by the
Estimates laid down before Parliament for the fiscal year ending 31st
March, 1971, in advance of Bills based upon the said Estimates reaching
the Senate;

That the Committee have power to engage the services of such
council and technical, clerical and other personnel as may be necessary
for the purpose of the inquiry; and

That the Committee have power to sit during adjournments of the
Senate.

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

ROBERT FORTIER,
Clerk of the Senate.

21841—13
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MINUTES OF PROCEEDINGS

THURSDAY, May 14, 1970.
(€))

Pursuant to adjournment and notice the Standing Senate Committee on
National Finance met this day at 10.30 a.m. for the further consideration of
the Main Estimates laid before Parliament for the fiscal year ending March
3ist, 1971:

Present: The Honourable Senators: Everett (Chairman), Beaubien, Beni-
dickson, Bourget, Bourque, Grosart, Hays, Isnor, Kinley, Laird, Methot, Molson
and Sparrow. (13)

Also present but not of the Committee: The Honourable Senator Smith.

On Motion of the Honourable Senator Beaubien, it was resolved that 800
copies in English and 300 copies in French of the proceedings of the Committee
be printed.

The following witnesses on behalf of the Department of Indian Affairs and
Northern Development were heard:
Mr. H. B. Robinson, Deputy Minister;
Mr. J. B. Bergevin, Assistant Deputy Minister;
Mr. D. H. Beatty, Adviser, Financial and Management;
Mr. J. McGilp, Director, Community Affairs;
Mr. D. Cable, Financial officer.

Also present but nmot heard: Miss M. M. Robillard, Chief, Parliamentary
and Correspondence Division.

The Department of Indian Affairs Northern Development undertook

to supply answers to questions put by members of the Committee concerning
these Estimates.

At 12.45 p.m. the Committee adjourned to the call of the Chairman.

Gérard Lemire,

Clerk of the Committee.
ATTEST:
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THE STANDING SENATE COMMITTEE ON NATIONAL FINANCE

EVIDENCE

Ottawa, Thursday, May 14, 1970

The Standing Senate Committee on Nation-
al Finance, to which was referred the Esti-
mates laid before Parliament for the fiscal
year ending 31st March, 1971, met this day at
10.30 am.

Senator Douglas D. Everett (Chairman) in
the Chair.

The Chairman: Honourable senators, I call
the meeting to order. May we have the usual
motion for the printing of our proceedings?

Upon motion, it was resolved that a
verbatim report be made of the proceed-
ings and to recommend that 800 copies in
English and 300 copies in French be
printed.

The Chairman: In opening the meeting I
will read the statement I made last week,
Wwhich explains the reasons for this particular
meeting today.

We shall now continue with the commit-
tee’s view of the Government’s Estimates for
the fiscal year ending March 31, 1971. It will
be recalled that the Estimates increased by
$892 million over those of 1969-70. Of this
amount the statutory expenditures increased
by $651 million, and the other appropriations

ave increased by $241 million. This amount
of $241 million is made up of increases
amounting to $193 million in programs con-
tributing, as the Government has put it, to
National unity and social justice, and to edu-
cation and economic development, here in
Canada and in the developing countries. To
Mmake up this amount of $241 million there is
a consequent reduection of $53 million in all

e other programs.

. One of the programs involved in this
Increase is the Indian and Eskimo Affairs pro-
8ram which is budgeting for an increase of
$33,812,000 in Votes 5 and 10 in the Estimates
Of the Department of Indian Affairs and

orthern Development. Members of the com-
Mittee have a copy of those Estimates, and to
8lve us details of the programs of the Depart-
Ment of Indian Affairs and Northern Develop-

ment, and other departmental details, we
have present Mr. H. B. Robinson, the Deputy
Minister of Indian Affairs and Northern
Development; Mr. J. B. Bergevin, Assistant
Deputy Minister for Indian and Eskimo
Affairs; Mr. J. McGilp, Director of the Com-
munity Affairs branch; Mr. D. H. Beatty,
Financial and Management Adviser; and Mr.
D. Cable, Estimates Officer.

Mr. Robinson, do you have an opening
statement to make?

Mr. H. B. Robinson, Depuiy Minister of
Indian Affairs and Northern Development:
Mr. Chairman, I have no opening statement to
make except perhaps to say that what we
have done in accordance with your wishes
and those of your predecessor as expressed in
his letter to my minister, is to prepare our-
selves today to answer questions regarding
the plans for increased expenditures in the
year 1970-71 as compared with the year 1969-
70, and to say also that the figure of $33,812,-
000 which is given on page 9-2 of the Esti-
mates is a figure which contains a discrepan-
cy which should perhaps be clarified before
we go on to discuss the remaining compo-
nents. That figure of $33,812,000 was the
figure in the approved 1969-70 Estimates plus
Supplementary Estimates (A). However, for
the purpose of the program by activity
schedules shown on pages 9-16 and 9-17, the
Treasury Board instructed that forecasted
1969-70 expenditures should be shown. These
expenditures included all actual and forecast-
ed supplementary Estimates together with the
release from contingency Vote 5 for the pur-
pose of covering salary increases in excess of
the original provision. Consequently, the over-
all increase which you asked to be explained
for the Indian and Eskimo Affairs program is
larger than the real amount of the increase.
The real amount should be $27,252,000, the
difference being $6,560,000 which is the
release from the Treasury Boards’ contingen-
cy vote for salaries to meet increased costs
arising from union negotiations.

By,



The Chairman: Could you show us, Mr.
Robinson, where that figure is contained in
the Estimates? p

Mr. Robinson: Yes, senator. I cannot point
to that particular figure in the Estimates, but
if I might invite your attention to page 9-16,
the salaries which have been increased are to
be found under Operating Expenditures in
the first column of page 9-16. That is to say,
the $6 million is spread into the figures in the
first column on page 9-16. It is not specifically
identified but is spread through the various
activities which are listed in the first column
on that page.

The Chairman: Is this broken down at all
on page 9-20, for example?

Mr. Robinson: Yes, senator.

The Chairman: That shows an increase of
roughly $3,400,000. Well, exactly $3,392,000.

Mr. Robinson: Perhaps I could ask my
financial adviser, Mr. Beatty, to speak on this
particular point.

Mr. D. H. Beatty, Financial and Manage-
ment Adviser, Department of Indian Affairs
and Northern Developmeni: In the column
you are looking at, Mr. Chairman, the figure
includes the $6.5 million which was referred
to. So there is indeed a further increase of
whatever that exact figure is. We can explain
that as we go through these figures.

The Chairman: The $6.5 million is due to
increases in wages of the establishment as it
was, and the $3,392,000 presumably is an
increase in the establishment. Is that it?

Mr. Beatiy: It is an increase due partly to
the Treasury Board requirement for the 6 per
cent for the 1970-71 year, 5 per cent being the
post union negotiation figure and 1 per cent
being for the other miscellaneous items.

The Chairman: That is the $6.5 million?

Mr. Beatty: No, the $3,392,000 that you
were mentioning now is over and above the

$6.5 million that we talked about just a
minute ago.

Senator Beaubien: So the increase is almost
$10 million.

Mr. Beatty: I should like to explain that the
increase is an additional amount of money
which we require in our department to meet
salary costs on top of what the Treasury
Board told us to provide in 1970-71. AIll

Standing Senate Committee

departments got releases for this type of
situation, I understand. Is that clear?

The Chairman: .’I wonder if honourable
senators have any other questions.

Senator Sparrow: You are referring then to
additional staff; not to an increase in salaries
as such. '

The Chairman: That is my point.

Mr. Beatty: Maybe I could go back. We are
trying to reconcile the figures for the years
that you are talking about here. You have
two sets of figures in the Blue Book. One set
is only partial. That is, the Estimates for
1969-70. Every time you see the word “fore-
cast” at the top of the 69-70 columns it
includes the $6.5 million. These are the 1969-
70 costs. We are saying that these are the true
costs of operating in the year 1969-70. The
figure you are looking at, the $3.3 million
increase, is over and above that because the
1969-70 figures forecast have been brought up
to date. So, if you are looking for the differ-
ence between the two years I suggest it is $3.3
million in terms of increased salaries, partly
Treasury Board provisions and partly
increased staff.

Senator Molson: Could we ask what change
in manpower or manyears there is between
these years? In other words, how much of this
is increase in salaries and wages and hoW
much is increase in staff? That is what I am
trying to get at.

The Chairman: Would you like to have Mr-
Beatty answer?

Mr. Beatty: Are you now asking for 2
breakdown of that $3.4 million? Approxli-
mately $2.3 million of that is the 6 per cent
provision from the Treasury Board. The bal-
ance would be for new staff and, indeed, the
salary increases for these people.

Senator Molson: I just want to go back. The
actual expenditures in 1968-69 were $24-
million. The Estimates for the fiscal year
ending 1971 are $42.5 million. Those aré
salaries and wages. What is the change in the
number of personnel between those years?

Mr. Beatty: I am looking at the bottom of
page 9-20, and the difference between the tW0
years of man-years is only 61. However, I think
you should be aware, of course, that there aré
changes that go on within a program at any
time and as will come out through your ques”
tioning there will be changes in policy
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terms of closing some of these student resi-
dences. There are other requirements for
additional manyears in other areas which
perhaps can be discussed, and you have
changes of this type. But over-all, it is very
little for the program as a whole.

Senator Molson: I find it awfully hard to
reconcile the increase of $18 million in this
context, Mr. Chairman.

The Chairman: Where does the $18 million
come from, Senator Molson?

Senator Molson: Actual expenditures of
1968-69 and proposed expenditures for 1970-
71. It goes from $24 million to $42.5 million.
That is for salaries and wages. You can see
that on page 9-20.

The Chairman: Apropos of that, it would be
interesting to know what the actual expendi-
tures on salaries and wages was in 1969-70.

Senator Molson: The forecast was probably
close.

The Chairman: There must have been a
$6.5 million short fall in that. Is that so, to
carry on your reserve?

Mr. Beatty: Could I have that again? The
$6.5 million is the amount which we put in
the forecast column.

The Chairman: Senator Molson has pointed
out the actual expenditures for 1968-69 were
$24.5 million. The forecast for 1969-70 was
$39,036,000. You say there is $6.5 million left
over from that forecast, set aside for
increases in wages under labour negotiations
with the Civil Service Commission, and it
Would be interesting to know what the actual
€xpenditure was in the year 1969-70.

Mr. Beatty: As related to the $39 million in
Wages?

Senator Beaubien: Did you spend the $39
million?

Mr. Beatty: There was a release of $6.5
Mmillion. There has been a return to the Treas-
Ury Board for their reserve of approximately
$1.5 million for salaries and wages for the
Year.

Senator Benidickson: That was short fall.

Mr. Bealty: Last August or September we
had to estimate a certain amount and we
estimated too much. We turned back $1.5 mil-
lion to the Treasury Board. So this $39 million
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would come down by $1.5 million when the
figures are finalized. :

Senator Benidickson: You add the $6 mil-
lion to the $39 million, do you?

Mr. Beatty: No, it is included in that. That
is the point. So the real difference is this $3.3
million.

Senaior Sparrow: On the Estimates for
manpower, from 1968-69 there looks to be an
increase of between 65 per cent and 75 per
cent in expenditures for salaries and wages,
and the percentage for planned manyears is
only 1.5 years, although you have authorized
in that plan an increase of 24 per cent. I
cannot see that the argument is justified for
that increase at the moment, relating to dol-
lars and manpower.

Mr. Beatty: There is another point which
Mr. Bergevin wishes to raise at this time. We
took on these student residences that were
operated in most cases by the churches before
and during this year, and there is a sizable
increase as a result of this, $9 million all told.

Senator Sparrow: But how can that be 1.5
per cent?

Mr. Beatty: I think one of the confusing
things is that these are continuing employees,
and full-time employees would not include
the casual and other types of people.

Senator Sparrow: That is not answering my
question.

Mr. Beatty: Could I take a minute to look
into this? What you would like is the differ-
ence between the increase in the man years
or the people versus the $33 million. They
do not equate.

Senator Sparrow: It is not $3} million; it is
$18 million.

The Chairman: What Senator Molson and
Senator Sparrow have pointed out is that the
salaries and wages in one program, and not
dealing with other aspects of the Depart-
ment, have gone on in one program from $24
million to a proposed Estimate of $42 million,
and in looking at it, we cannot relate it.

Mr. Robinson: May we have a little time to
work on that?

The Chairman: I think Senator Grosart
may have a supplementary which you may
want to hear before you go ahead with your
examination.
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Senator Grosart: On the term “forecast
expenditure”, when will the final audit be
available?

Mr. Beatty: My understanding is that we
have had our usual March run-off on our
eomputer statements, but it will be some time
in either late May or early June before we
have the final. We have closed off the end of
April with our expenditures for this year. So
we will not know until some time in early
June.

Senator Grosart: Generally speaking, do
you find that these forecasts are fairly close
to your actual expenditures?

Mr. Beatty: It is not too bad. The salary
one was difficult to project nine months in
advance. Otherwise it is pretty close.

Senator Grosart: My next question is sup-
plementary to Senator Molson’s. I am wonder-
ing why we are dealing only with Indian and
Eskimo Affairs programs, salary and wage
increases when this .is only one area of
departmental expenditure. If we look through
some of the other areas we find some rather
startling things. For example, on page 32 in
the Northern Development program, we find
a decrease in salaries and wages of $5 million.

The Chairman: That perhaps is your Chair-
man’s doing. I asked these officials to give
specific attention in the examination to Votes
5 and 10. Of course you are free to ask ques-
tions on any part of the Estimates, but I
asked them to be specifically prepared for
Votes 5 and 10.

Senator Grosart: I agree, but I did get the
impression that we were dealing with the
whole salary and wages budget of the Depart-
ment, even though these Votes 5 and 10 may
have been the area in which there was an
increase and it would be important to con-
trast this with, say, a decrease of $5 million
someplace else in salaries and wages.

Mr. Robinson: I think the reason for the
apparent discrepancy, if I may say so, is that
there has been a transfer of administration
from the federal Government to the territori-
al governments during the year in question

and this accounts for the decrease you
mention.

Senator Beaubien: That accounts for the
increase in the total, switching people from
one classification to another?

Mr. Robinson: I don’t think I could say that.
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Senator Beaubien: It shows a decrease of
$14 million on page 32.

Senator Grosart: The salary decrease is $5.3
million.

Mr. Beatty: If I may say here—you will see
at the bottom, grants, contributions and other
payments. This is an increase of $18 million
so I would not say there is any true offsetting
or savings in terms of what you are looking
at.

Senator Grosart: I would like to follow that
question by asking why we do not seem to
have in the Estimates a general background
of the summary figures. For example, what
about those on page 4? Why are we not pro-
vided with a complete breakdown of the total
expenditures of the Department by standard
objectives and the other classification which
is activities. This is the point we are
discussing.

Mr. Beatty: I am not sure I can answer
that. We are just following what has been
prescribed by Treasury Board at this
moment, and if it is not there...

The Chairman: You can however tell us
how you feel about it and whether you feel it
would make the examination by Parliamen-
tary committees and others somewhat easier.

Mr. Beatty: I think it probably would.

Senator Grosart: I am aware of your
responsibility, but I am also aware of ours
which is to look behind the facade that Treas-
ury Board prescribes. If it were not for that
responsibility, I would not be here, and I am
one who is very disturbed with the nature of
that facade because it is very obvious to meé
that in reducing the Votes as Treasury Board
has in its wisdom or otherwise, we are getting
less information than we were before, an
less opportunity to examine programs
detail. This seems to me to be an examplés
and maybe I will come back to it later, of th€
discrepancies between the column headings
throughout. At no place are we given a com”
parison between the approved Estimates for
1969-70 and the forecast expenditures for tha
year., There is almost what would appear 0
be a deliberate avoidance throughout all of
these figures of any comparison of these tW0
sets of figures. I wonder why. For examplé
we are supplied with the actual expendituré®
for 1968-69 in a comparative table, but no-
where are we provided with the forecas
expenditures for 1969-70 contrasted with the
Estimates for 1970-71. It seems to me th&
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there is a degree of unrealism in giving us
throughout a contrast between the approved
Estimates for 1969-70 and the proposed Esti-
mates for 1970-71. If I might just add one
further question—the heading here is “Esti-

mates” throughout—does this mean main
Estimates or is it main Estimates and
supplementaries?

Mr. Beatty: Are you talking of 1969-70
now?

Senator Grosari: No, the headings through-
out the Estimates. Obviously it is for 1970-71
at the moment and we have had one supple-
mentary in 1970-71. Does the word “Esti-
mates” which appears throughout apply to
the main Estimates or to the main Estimates
and supplementaries? What does the word
mean?

Mr. Beatty: I do not think it is clear, and I
understand your point. It is well taken here.
Even when one says “Estimates”, one might
conclude that they are the main Estimates
only, but in this case I know that they are
not.

Mr. Robinson did cover this by saying that
in our case here—and I think this would be
the case in all departments—the Estimates
are the main Estimates plus the Supplemen-
tary (A)’s when they came into the forecast.
The Treasury Board asked us to do the best
We could in respect of forecasting. This took
Place away back last August, and, of course,
the Estimates were put together in October.
Your point is that there is really no basic
Comparison of like things, and I think that
that is a very good point.

Senator Grosari: You see, I do not know
What the numbers mean, or what the word
“approved” means. You see it throughout.
This runs all the way through the other
departments.

Senator Benidickson: Where does the word
“approved” appear?

Senator Grosart: Under the word ‘“Esti-
Mates” there is “Approved 1969-70”. We are
talking about approved Estimates. Surely we
know whether we are talking about approved
Main Estimates, or approved main Estimates
Plus the supplementaries.

Mr. Robinson: That refers to the approved

Main Estimates and Supplementary Estimates
@),

Senator Grosari: For that year?
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Senator Grosari: There were four supple-
mentaries in that year, I think.

The Chairman: There were certainly more
than one.

Senator Grosart: I have forgotten just
exactly how many there were last year.

Senator Molson: There were three or four.

Mr. Beatty: In our department it is just the
main Estimates plus Supplementary Estimates
(A). The forecast for 1969-70 includes Supple-
mentary Estimates (B), plus the relief from
the Treasury Board contingency vote for
salaries, which we have discussed.

Senator Grosari: How do you show that
release in your estimates—that is the provi-
sion under the Treasury Board vote, is it not?

Mr. Beatty: That is right. The book will not
show you the detail of this, except to the
extent that Mr. Robinson has stated for the
various program activities, each of which gets
part of the salary money.

Senator Benidickson: We are jumping
around here. We are at page 9-20 with respect
to Manpower, and then we were on Northern
Affairs which is at page 9-32 with respect to
both. We are talking Manpower, and it seems
to me that we have oranges and apples here
for comparison. With respect to Indian Affairs
and the figures on page 9-2, I understand that
the situation has changed in that you have
taken over the personnel of the churches, and
included their salaries in the figures here. I
was not aware of that. In 1968-69, when you
make reference to your operating expendi-
tures, the salaries of the people in these
schools that were operated by the churches
are accounted for somewhere else. You gave
the churches grants-in-aid to pay the salaries,
but now we are in a third column in another
year, and the same bodies are being employed
in many cases, but that expenditure is not in
the same place in the Estimates.

Mr. Beatty: If it is agreeable to the commit-
tee, I will undertake to prepare a standard
objects table for the whole department in
terms of the salaries and, of course, we shall
have to consider the professional services
category as well, and this will explain the
difference right back to 1968-69, which I think
is the point that was raised earlier—that is,
the difference of $18 million.
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Senator Benidickson: Yes. You, in fact, paid

for those salaries through grants to the
churches.

The Chairman: Is that agreeablé, honoura-
ble senators? I would ask that it be in the
fullest possible detail.

Hon. Senators: Agreed.

Senator Grosart: Would it be too much
trouble to include also a summary breakdown
by activities? You said you would do it by

standard objects. Could you also do it by
activities?

~ Mr. Beatty: Yes, we will do it by activities
as well.

Senator Grosart: What I am referring to, of
course, is the summary which appears at page
fl. It has always appeared strange to me that
it is buried down there, and is not at the start
of the' presentation. It is two-thirds of the
way down page 4 in black face type. There is
a summary there, and that is what you sug-
gest you might be able to break down?

Mr. Beatty: I might just try to clarify this.
In respect of salaries and wages, and profes-
sional services in terms of the church situa-
tion, we will attempt to explain an increase
of $18 million from 1968-69. In doing that I
will give you the objects breakdown in any
way you like for the whole department, and
by activities as well, and I will also explain
the manpower increase because that is part of
it—the changes that have taken place. In
doing that we will automatically pick up the
norther economic development program as
well.

Senator Grosart: Could you add to that the
forecast expenditure column which normally

appears in your breakdown by standard
objects?

Mr. Beatty: Yes.

The Chairman: And would you have the
actual for 1969-70?

Mr, Beatty: This is what I mean. The last

report will not be in until late May or early
June.

Senator Benidickson: But you indicated it

would not be very different from this
forecast.

Mr. Beatty: I do not think it will, but it will
be your choice, gentlemen. I can do it now,
but if you wish to have it absolutely correct
we shall have to wait a little while.
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The Chairman: I think the committee
would like it now. We can always ask for an
amendment later on.

Senator Benidickson: I have the same prob-
lem with respect to personnel in the new
situation. In 1968-69 you spent less under the
item of salaries and wages on Indian and
Eskimo affairs programs because certain per-
sonnel were being paid by the churches. That
is not the situation in the Estimates for 1970-
71. So, we are not talking about the same
thing. The money was being spent, but it was
not being spent in the same place in the
Estimates.

Mr. Beaity: They were brought on the Gov-
ernment establishment, and that automatical-
ly raised the level of wages.

Senator Benidickson: I understand that, but
our difficulty is that we are trying to compare
1968-69 with 1970-71, and we are not dealing
with the same items.

Mr. Beatty: That is right.

Senator Beaubien: We paid them before,
but in another way.

Senator Benidickson: Yes, we paid them
through grants to the churches.

Mr. Beatty: That is right.

Senator Benidickson: I suspect we have the
same problem in trying to compare the pro-
posed Estimates for 1970-71 with the actual
expenditures in 1968-69 that are referred to
on page 9-32. I think it was Senator Molson
who pointed out that we have a very substan-
tial drop in salaries.

Senator Grosari: I pointed that out.

Senator Benidickson: To answer that weé
still have bodies being paid somewhere in the
administration of the northern developrm‘-lr.lt
program, but their salaries are being paid 11
another manner. They are being paid by the
Territories, but are you not somewhere else
in the Estimates still providing money to the
Territories for the payment of these bodies?

Mr. Robinson: That is correct, sir.

Senator Benidickson: It is very difficult £0F
us to make comparisons,

Senator Molson: Mr. Chairman, I think 1P
dealing with the salaries and wages we see™
to be making progress towards getting this
clarified, but then the item of professional
and special services which might be so closely
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related ' is actually a larger amount, and I
would like to have defined just what those
professional special services comprise.

The Chairman: That is on page 9-20.
Senator Grosari: Throughout.

Senator Molson: I was dealing with Indian
and Eskimo affairs.

The Chairman: Item 4.

Mr. D. Cable (Estimates Officer, Community
Affairs Branch, Depariment of Indian Affairs
and Northern Development): If we add tenta-
tively $6 million from the professional ser-
vices category in the 1968-69 column up into
salaries and at the bottom add approximately
1600 man-years, I think we would have a
more valid comparison. It is approximately
1600 bodies and approximately $6 million that
should be in salaries. But of course the 1968-
69 figures are actual expenditures according
to appropriations at that time. d

Senator Grosari: Are these professional and
special services all remunerations paid in
respect of man-hours? Are they salaries and
fees?

Mr. Cable: No. These were the total
amounts paid to the churches for the opera-
tion of student residences under their
administration.

Senator Molson: That is all that is in that?
Professional and special services?

Mr. Cable: No. There is the provincial tui-
tion fees.

Senator Grosart: This is a standard subclas-
sification which you find again on page 32,
the matter that Senator Benidickson was re-
ferring to. Here again it is a drop of $1.3
million. What I am asking is, is this entirely
remuneration paid by salaries, wages or fees
for man-hours? Is there anything else includ-
ed in professional and special services?

Mr. Cable: There is the cost to the school
boards of provincial governments for tuition
fees as such for pupils who are in provincial
school systems.

Tuition fees paid to

Senator Grosart:

students?

Mr, Cable: No. To school boards or provin-
cial agencies.

“ “Senator Benidickson: They have a lot of
Indians going to high school now. We have to
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service.

Senator Hays: You have to pay for elemen-
tary, too. You pay it all

Senator Grosart: Just to finish up, it would
seem that the use of this standard subclassifi-
cation is very imprecise. You can put almost
anything you like in there. My point is that
the use of these standard Treasury Board
subclassifications tends more to hide than to
reveal. The department itself should say, here
are our expenditures, and if you made up
your own classification rather than use the
standard ones that would be better, because
obviously you would want to reveal as much
as possible.

The Chairman: That will become graphical-
ly clear, I assume, when these gentlemen give
us the breakdown they are promising.

Senator Benidickson: I hope when they
refer to salaries and bodies and manhours
that they will make some footnotes. I hope
they will point out that there have been cer-
tain transfers such as the two I illustrated, a
complete change in the placing of the costing
of the personnel. The work is going on, but it
is being paid for in another way.

Mr. Beatty: Well, we will show these trans-
fers in this respect.

Senator Grosart: In reply to your comment,
Mr. Chairman, I doubt very much that the
answer will be made graphically clear.

The Chairman: My comment was made
more in hope than anything else.

Senator Grosart: I would say it is probably
unrealistic, because in the breakdown of the
operating expenditures, or objectives of
expenditures, the department will no doubt
follow these subclassifications so that we will
not have any more information than we have
at the moment, unless, as Senator Benidick-
son suggests, some footnotes are added.

Mr. Robinson: In doing this breakdown we
will naturally do our best to take into account
the direction of the questioning we have had
from the committee this morning. We recog-
nize the points you have been asking are very
significant and we ourselves appreciate the
importance of trying to clarify the matter in
this way for you.

Senator Sparrow: With all respect to your
question on transfers, Senator Benidickson,
the budget is up $59 million: Is that not right?
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‘The total budget is up $59 million. So even
though there was some juggling or change
from department to department, or however
the method was, the figure is still up $59
million.

Mr. Robinson: Which page are you refer-
ring to?

Senator Sparrow: Page 9-20, total Indian
and Eskimo affairs program. It is up $59
million.

The Chairman: That is from 1968-69 to
1970-71.

Senator Sparrow: Right.

Mr. Robinson: Yes, that is correct, senator.
That is for a two-year period. The part that I
have been focusing on when we came here
was on the $27,252,000, which is the change
between the forecast expenditure for 1969-70
and the proposed Estimates for 1970-71.

Senator Sparrow: All right. That is $27
million.

Mr. Robinson: That is correct. On page 9-16
and 9-17 the information is broken down by
activities in four main columns. In the fourth
column, if I might invite attention of the
honourable senators to the fourth column,
budgetary expenditures, about two-thirds of
the way down that column there are the fig-
ures for total Estimates. The change between
the forecast expenditures for 1969-70 and the
proposed Estimates for 1970-71 is given again
as $27,252,000, which was the same figure we
were discussing on page 9-20. I might also
say, if you wish me to continue, that the
information on Vote 5 can be found by refer-
ence to the first and third columns on page
9-16, namely, those columns headed “Operat-
ing Expenditures” and “Grants and Contribu-
tions”. And those expenditures grouped under
Vote 10 can be found under the heading
“Capital Expenditures”.

The Chairman: So if we add the changes
there together we come to the $33 million. . .

Mr. Robinson: No, you would come to the
$27 million, sir. The difference between the
forecast expenditures for 1969-70 and the pro-
posed estimates for 1970-71.

The Chairman: I just did that and it came
to $33 million.

Mr. Robinson: If you will direct your atten-
tion to this line here, sir.

The Chairman: Oh, yes, I see.
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Senator Grosart: Would you.mind explain-
ing just what you are looking at, please, Mr.
Chairman? :

The Chairman: I was adding under “Oper-
ating Expenditures” the change in the total
Estimates and capital expenditures and grants
and contributions, and the figures are $11,-
911,000, $5,222,000 and $10,119,000, which
comes to $27,424,000.

Mr. Robinson: Now, the peculiarity here,
which I was explaining, was that Vote 5 was
made up of the first and third columns.
Therefore, the change in Vote 5 is to be found
by adding the $11,911,000 figure under the
first column and the $10,119,000 figure under
the third column, which comes to $22,030,000;
whereas for the capital expenditures the
change is $5,222,000, which is Vote 10, and if
you add $11,911, $10,119, and $5,222 you
come, I think, to $27,252.

Senator Molson: It seems like a wonderful
exercise, Mr. Chairman, but I am really won-
dering if this system and the program that
has been made over the years in developing
this system of providing the Estimates has
made it as much better as we had hoped 2
few. years ago. It still seems to mix different
classes of items together, and it seems to be
difficult to follow through. I am wondering if
the Department itself finds the present form
particularly easy to work with, or, shall I say,
any easier to work with than it used to be? I
should think not.

Mr. Beatty: If I may, one of the main bene-
fits of the new system is this program activit¥y
structure. Perhaps for the first time we aré
zeroing in on what our program is all about
and what we intend to accomplish, and I refer
now to the program description and the
objectives and what it is we are trying to do-
In some ways it has caused more work to d_°
this by activities and sub-activities. There 15
no doubt about this. I just wonder if ever
though it is not apparent immediately, there
will not be signs in the future that this pro¢-
ess is more beneficial for all of us. As yo!
pointed out, the figures don’t really mean
very much unless you know the definition of
what is in there and then you get into the
interpretation of where things should go-

Senator Molson: This was one of the co™”
plaints some years ago, and there was a dis”
cussion about it, and I am wondering if the¥
have found the final solution as to form here
because I find it difficult to fellow it throusgh
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I am not even sure that the column of fore-
‘east expenditures which was provided, I
think, in Oectober is very useful. I am not
quite sure it provides the comparison that
Senator Grosart mentioned. It is a different
set of figures because it is provided in the
light of experience in October. Is this not
correct?

Mr. Beatty: Yes. There is this difference in
the figures certainly for comparative pur-
poses. I think the Treasury Board’s intent
here was to give you as much an up-to-date
picture as they could in the forecast. Now if
that had been the case, the same figures
might have been used in the general sum-
mary and then you would have had the same
base.

Senator Molson: Yes. Again when trying to
get the overall picture for the Department, I
look on page 9-4 and find the summary and I
come to the proposed total of budgetary
expenses which is shown to be $335 million.
Then I go back through all the pages and at
9-16 I find the program by activities for
Indian and Eskimo Affairs and we get the
total budgetary expenses there of $232 million
and then we look through another several
pages and we come to the Northern Develop-
ment program and I do not see the reconcilia-
tion, the total based on activities. I suppose it
is here, but I find it difficult to make my way
through this document. On the basis of activi-
ties, where is the reconciliation of the total
proposed Estimates for 1970-71?

Mr. Beatty: 1 do not believe there is a total
of the activities, so to speak, and the general
Summary is the only thing.

The Chairman: Do you not think there
should be such?

Mr. Beatty: Well, since there are two dif-
ferent sets of figures, it would have been
desirable in this particular instance. If we can
get down to the same basic figure, I am not so
sure that it is necessary. But it could be done
either way.

Senator Grosart: Is it not true if we were
able to add up—if we had the mafthematical
ability to add up—the figures that appear in
column 1, that is the proposed Estimate fig-
Ures in the breakdown of program by activi-
ties throughout, we would or should reach the
figure of $353 million?

Mr. Beatty: Yes.
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Senator Grosari: I think Senator Molson’s
point is that it would be more helpful if in
this summary of activities, we had a break-
down of at least column 1 and certainly the
forecast column, so that we could actually
have before us a comparison of the compo-
nents of both the forecast expenditures for
last year and the components of the proposed
Estimates for next year. It seems strange that
this has not been done. We just get this blan-
ket figure of $315.115 million and we are
asked to go through and make our own table.
It would seem to me that the Treasury Board,
in its wisdom or in its largesse, might at least
provide Parliament with that kind of
breakdown.

The Chairman: I think, honourable sena-
tors, we have probably gone as far as we
should go down that road. I wonder if we can

now give consideration to whether or not the

Department is fulfilling the objectives of its
program.

Senator Hays: After you have done all this
exercise, it would be pretty meaningless to
me, but what I would like to know is what is

the impact on the Indian and the Eskimo? I

should like to know what does the Indian get
out of the program?- Let us take a Reserve,
for instance, the Sarcee Reserve which is one
I am familiar with. What is it costing to
administer the program per Indian on the
Sarcee Reserve? What is it costing to give
him religious background, education, etc.?
Does the Reserve pay taxes or does it not pay
taxes? The same applies to the Eskimo. How
many Esmimos are there? How many Indians
are there? What is the administrative cost of
the program? Of the increases or decreases in
the dollars spent, what does the Indian
receive? What changes have been made over
the last five years? He is surely an unhappy
fellow. Are these breakdowns possible? You
can take a Reserve in Ontario, in Manitoba,
in Saskatchewan and in Alberta, and see if
we are discriminating against Indians so far
as dollars are concerned in Manitoba or is he
receiving more benefits in Alberta? Is it possi-

ble to have these figures?

Mr. Robinson: Senator, there are a number
of questions there and probably it would be
better, if you would like exact figures, for us
to take note of your detailed questions and
provide answers to them. If that is your wish,
I would be very glad to do that. I might
perhaps add one or two other things. First of
all wi'h regard to your question about dis-
crimination as between Indians in different
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parts of the country, naturally every effort is
made to ensure that the available resources
are distributed in the fairest way possible
relative to the need of the Indians in the
different parts of Canada. What we are seek-
ing to do is widen for the Indian people the
opportunities they have to shape their own
lives. That is the broad objective. We do this
by our various programs. By our program of
education, for instance, we seek to make it
possible for them to have the best kind of
education that is available to Canadians.

~ Senator Hays: Which is provincial educa-
tion if they are under provincial jurisdiction?

Mr. Robinson: This could be provincial
education or federal education.

Senator Hays: There is a bit of both.

Mr. Robinson: Yes, there is both. It varies
from province to province but, of course, the
basic objective that we have in our programs,
as well as in those where we co-operate with
the provinces, is to enrich the opportunities
which the Indian people have to enter into
society—to be comfortable in their society
and at the same time to be comfortable in
non-Indian society.

We also pursue this general objective
through our community programs, where the
idea is to try to make it possible for the
Indians to manage their own affairs to an
increasing extent. We do feel, while it is dif-
ficult to generalize, that progress is being
made.

Naturally, in both the educational and the
community development areas it is a cardinal
criterion that the programs which we admin-
ister are administered not only for the benefit
of the Indian people but in partnership with
the Indian people so that increasingly they
will be able to take on responsibility.

Senator Hays: I realize all that, Mr. Robin-
son, but let us take the example of an Indian
boy in Manitoba. He is six years old and
ready to go to school. What happens to him?
What do you do with this boy? What is your
first dollar spent on?

Mr. Robinson: A boy of six would normally
€0 into either a provincial school or a federal
school, but the tendency with boys of six is to

‘have them  go into the provincial school
system.

Senator Hays: In Manitoba what would this
cost you—$400 a year?
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Mr.- McGilp: I think in the federal schools
the cost at the elementary level could be up
to $400, and it varies across the country. This
figure would vary between $400 and $600 in
various provinces.

Senator Hays: I realize that.

Mr. McGilp: When it comes to high school,
it can go up to as high as $2,000.

Senator Hays: We have spent $400 on this
boy who is in Manitoba, where the costs are
perhaps less and where the education is per-
haps is not as good, with all due respect to
the chairman.

The Chairman: If you are referring to my
education, then that is all right.

Senator Hays: We have spent $400 on him.
He gets hospitalization that is provided under
medicare, or do you supplement this? He goes
to a hospital if he is ill?

Mr. Robinson: Yes, under the Department
of National Health and Welfare.

Senator Hays: He pays no premium, does
he? Does the department pay the premium?

Mr. McGilp: It depends upon the province
in which he resides. There are arrangements
whereby the Indian people who can afford to
do so pay their own OHSIP premiums. Where
the family cannot afford to pay then the
Indian Health Service of the Department of
National Health and Welfare makes the pay-
ment on their behalf. So there could be
Indian youngsters of the kind you describe
going into hospital under provincial plans,
with the cost being paid by the Department
of National Health and Welfare. In other
areas he ‘can enter perhaps an actual institu-
tion run by the department. Generally speak-
ing, the parents here would not be contribut-
ing because they would be indigent, but the
Department of National Health and Welfare
would be contributing to the provinc
scheme on their behalf.

Senator Hays: So we have $468 a year.
Mr. McGilp: It is a very rough figure.

Senator Hays: You are going to give us the
exact figures but, just using ballpark figuress
what else do we spend?

Mr. Gilp: Before the $400 enters into it, b€
might enter a kindergarten program devel
oped by the department, and this could Cost
between $200 and $400.
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- Senator Hays: But he is six years old. What
else have you spent on him during the time
he is six years old?

Mr. McGilp: It could be the parents would
be in receipt of social welfare aid from us. It
could also be that the parents are in receipt
of housing assistance.

Senator Hays: Does he get the baby bonus?
Mr. McGilp: Yes, the Family Allowance.
Senators Hays: That is not included?
Mr. McGilp: No.

Senator Hays: These are the sorts of things
I think would be useful to the committee, if
we knew what we were spending per capita
on each Indian and per capita on each
Eskimo, and what the program costs to
administer. I think these are the programs we
should be looking at. Then we could soon
figure out whether or not we are wasting
money.

The Chairman: Could you provide the com-
mittee with these figures, Mr. Robinson?

Mr. Robinson: We shall do our best to
provide what the senator asks for.

Senator Laird: Speaking of what the Indian
gets out of it, I would like to refer to page 18.
Under the general description of “Program
Description” and the subheading “Adminis-
tration” I find it starts out with the words:

The operation of a headquarters,

—etcetera. Down at the end it has this
language:
and provision for Indian annuities and

miscellaneous pensions.

I am intrigued by that item, “Indian annui-
ties”. What are they, and where do they
appear in the Estimates?

Mr. McGilp: That is usually the description
for treaty payments. It is usually $5 per
Person under the numbered treaties.

Senator Beaubien: A year?
Mr. McGilp: Yes.
Senator Hays: Has this ever changed?

Mr. McGilp: No. Under most treaties it is
$25 for chiefs, $15 for counsellors, and $5 for
individuals. It is described in the original
treaty presents, so this would comprise the
annuities.

21841—2

Finance 8:17
Senator Laird: Under what item do they
appear?

Mr. McGilp: Under the item under this
department.

The Chairman: Page 9-24, under the head-
ing “Administration.”

Senator Hays: May I ask a supplementary
question? Could you take a reserve like the
Sarcee reserve and give us the total expendi-
tures, the total number of Indians, what the
administrative costs are, and what the Indians
receive on a per capita basis, and then anoth-
er reserve in Manitoba?

Mr. Robinson: A comparable reserve in
Manitoba?

Senator Hays: Yes.
Certainly.

The Chairman: Will that be all you want?
Does that satisfy your previous question?

Senator Hays: No, I think we should know
what it is costing in each of the reserves, but
this breakdown is probably quite complicated.
Are all the reserves listed here?

Mr. Robinson: No.

Senator Hays: Is there anything else which
is available to us?

Mr. Robinson:

Mr. Bergevin: We could give you many
figures. Once we start telling you the cost per
Indian to do it, we will have to define our
terms. For instance, in our estimate the
Indian and Eskimo program does not include
$4 million for health and welfare.

Senator Hays: It is not included?

Mr. Bergevin: No, it is in the Department
of National Health and Welfare. When you
start talking about the cost per Indian, we can
give you what we have in our program. Fur-
thermore, in terms of Eskimos, for instance, in
the program called “The Indian and Eskimo
Affairs Program” which you have in front of
you now, there are only 3,000 Eskimos includ-
ed in there. They are the Eskimos living in
Arctic Quebec. The 12,000 other Eskimos
living north of the 60th parallel are not
included. All the expenditures for Eskimos
and Indian in that area are included in the
northern program. It is not included in the
Indian and Eskimo program. That is why it is
so difficult.

Senator Hays: But it is very important.
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Senator Molson: May I ask why it is not
included? I have not got any ulterior motives.
I am just asking why we should call it an
Indian and Eskimo affairs program and then
find that the majority of Eskimos are not
included in it.

Mr. Robinson: I quite agree that it does not
sound logical, but the explanation is that the
administration of services for the majority of
Eskimos is conducted by the territorial gov-
ernments. Therefore, the money comes under
the Department of Northern Affairs.

Senator Molson: That seems to make sense.

The Chairman: Would it be satisfactory to
you to start with, Senator Hays, so we don’t
get drowned in a sea of statistics, to take two
reserves or even three? I was fascinated by
the news last night. There was an Indian
from Nova Scotia, I believe, who was saying
that despite the Indian Affairs program 75 per
cent of the Indians there were on welfare. I
think that was the figure. And there was a
considerable percentage who, he said, were
dying from alcoholism. So I should like to see
an inclusion of a Nova Scotia reserve, because
according to many people that is particularly

bad. So could we take Alberta, Manitoba and
Nova Scotia?

Senator Molson: You are getting into dan-
gerous territory there, because you cannot
omit Quebec if you are going to do that, Mr.
Chairman. We are then going to get back to
Caughnawaga and Ancienne-Lorette,

Senator Hays: Well that’s all right.
The Chairman: That is agreed.

Senator Hays: But in doing that, can we get
the figure that is spent on a reserve by all
concerned? Because within the reserve there
are an awful lot of bright people, and perhaps
if you gave the reserve $3,000 per Indian and
said that this was a grant for them to spend,
they might just go ahead and operate quite
successfully.

Mr. Robinson: Mr. Chairman, there is one
thing that I should like to say with regard to
the provision of the information Senator Hays
has requested. While we are only too ready to
do our best to provide accurate and signifi-
cant information, it is sometimes difficult to
say that a particular sum is spent in respect
of the Sarcee reserve, when a great many of
the_ services which go into the provision of
assistance to the Sarcee have really to be
found in the headquarters. How' do you
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decide what proportion of the expenditure or
what proportion of the money you spend on
headquarters is to be allocated to Sarcee?

Senator Hays: That is what I would like to
know, Mr. Robinson. That is your problem.

Mr. Robinson: It is quite a problem.
Senator Hays: I appreciate that.
Senator Beaubien: Is headquarters Ottawa?

Mr. Robinson: It is Ottawa and it is also the
Regional Director’s office in Alberta.

Senator Hays: And would you include the
minister’s salary in that, too? I think you can
take a reserve like the Sarcee reserve which
involves about 20 sections or maybe 25 sec-
tions, and I know that if you gave seven
sections of that to a Hutterite colony the
colony would earn each of its members about
$3,000 apiece and it wouldn’t cost them any-
thing. They would be very pleased to do s0,
because that is the finest land we have 1
Alberta.

Mr. Robinson: I want to point out, Mr.
Chairman, that there would probably be 2
large element in the expenditures we make
on every reserve which cannot be attributed
specifically to the services of that reserve.

Senator Hays: We will deal with that, then,
in northern affairs.

The Chairman: Would it be satisfactory,
Senator Hays, if they dealt with a nam
Quebec reserve and a named Alberta reserve?

Senator Hays: And a Manitoba reserve.

The Chairman: It may be just as well ink-
tially to leave out the Manitoha reserves. Per-
haps you and Senator Molson would name 2
reserve in Alberta and one in Quebec.

Senator Hays: Let us take the Sarcee.

Senator Grosari: I suggest the departm“?nt
take a typical one in each case, rather tha®
have members of the committee make
suggestions.

Senator Molson: Yes, there is a great diS
parity in fact between Caughnawaga ar
Maria.

Mr. Bergevin: We could give you two OF
three examples of reserves, some in a poteP;
tially good area. Caughnawaga is a very Valuf
able piece of land. We can take a semi~
developed reserve and one in a remote ared
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and establish how much it costs to administer
each.

Senator Molson: That might be fair enough.
Caughnawaga has the finest steel workers in
the world, some of whom are not only
wealthy, but extraordinarily competent at
their trade. They go to New York for a spell
to do some high rigging and then return to
Caughnawaga.

They are quite exceptional people. I think
there would be a tremendous contrast
between them and those in some of the other

reserves, where they have a barely marginal
existence.

What is the date of the treaty with respect
to the $5 mentioned by Senator Hays?

Mr. McGilp: That last one was in 1921,
treaty number 11.

Senator Molson: When was the first one?
Mr. McGilp: About 1870.

Senator Hays: Is it still $5?

Mr. McGilp: Yes.

Senator Molson: That is a pretty hard bar-
gain; there is not much allowance for infla-
tion in that.

The Chairman: Manhattan was bought for
$24.

Senator Molson: I must say I cannot find
any logic in this.

Senator Sparrow: Did Senator Hays intend
to establish the cost of operation per Indian?

Senator Hays: I would like to know the
amount of the benefits to the Indians.

Senator Sparrow: Is that not simply solved
by dividing the number of Indians into the
total cost of the program?

Senator Hays: Not unless you know the
administration costs. There are many factors
Involved. Although $1,000 might be spent per
Indian, they might receive only $5 per capita.

Senator Benidickson: Senator Hays referred
0 a six year student, following which there
Was mention of provincial and federal educa-
tion and an overall average estimate of $400
for education per child.

Senator Hays: Per year.

Senator Benidickson: In the case of a stu-
dent who'is living off the reserve and going
21841—23
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to a provincial school you would have to add
the cost of his maintenance. His board is
being paid during the school term.

Senator Sparrow: Would the figure of
$1,000 per Indian in Canada be close to the
cost of the operation of your department that
relates to Indian and Eskimo affairs?

Would there be one employee in your
department for every 40 Indians and one for
every eight families?

Is it correct to say that 60 per cent of the
Indian population is under the age of 20?

Mr. McGilp: About 50 per cent are under
the age of 60, as a rough answer. It would be
close to that.

Mr. Bergevin: With reference to the first
part of your question, to our Indian and

Eskimo program should be added, for
instance, $40 million spent for health of
Indians.

Furthermore, quite often Indians are dealt
with by other departments in the same
manner as all citizens. I would say, for
instance, they receive services from the
Department of Regional Economic Expansion,
and from Manpower—quite a lot of it—and
so all these are expenditures on Indians as
Canadian citizens.

Senator Sparrow: Then you are agreeing
with the $1,000 figure but you are saying it is
more than that.

Mr. Bergevin: It is more than that.

Senator Molson: I do not think we should
confuse there the cost of services that every
Canadian citizen gets. When you accept the
fact that every person in Canada gets benefit
from certain things, then I do not think you
should single out the Indian and say, “Re-
member he is getting this service the same as
somebody else.” We are talking about particu-
lar programs here that are designed...

Mr. Bergevin: The gross and the net.

Senator Molson: Yes. Progra.ms designed
for income. I thmk that is a little dJﬁerent
aspect.

Senator Grosart: You could put in there the
cost of defence and everything else on that
basis.

Mr. Chairman, as a supplementary to that,
getting back to the document which is before
us, I think what Senator Hays is suggesting
is that we have a program description on’
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page 18 which in a rough count breaks down
into 31 items. Now if we look at the money
information given to us, we find that these
are not all covered. Some are covered under
activity breakdown, and we find a few under
grants and contributions. What Senator Hays
is suggesting is that he would like to have
these 31 items which I add up as being 8
under Administration, 4 under Indian Consul-
tation and Negotiations, 7 under Education, 5
under Community Affairs and 7 under Indian
and Eskimo Economic Development—I am
suggesting that if we had these figures rough-
ly against these 31 on a per Indian basis,
rather than on a per Reserve basis, we would
have a pretty fair idea of how this money is
being spent by the Department. I make that
<comment because we come back to the pur-
pose of this new type of Estimate which is to
relate programs to budgetting. Yet, it is never
(}one. It is not done here. We have 31 pro-
grams or items in the Program Descriptions,
but we do not have 31 in the dollar informa-
tion given to us. This is what is concerning
this committee and has concerned this com-
mittee in the Estimates of other departments.
I think it is about time that here was a clear
relating of program description to program
information in all the departments. I am not
just singling out yours. But if we are going to
have a program description under a system
called Planning, Programming and Budget-
ting, surely there should be a relation
between the information given and the pro-
gram description.

Senator Benidickson: Reference has been
made there to the welfare item of $40 million
and reference was made to expenditures that
Indians receive the benefit of from other
departments. But am I not right in thinking
that with respect to the Health Act, they have
a special item for Indians. They have an
Indian Health Branch under the Department
of Health and Welfare, so that that is rather
an isolated expenditure and should be added
to the other 31 items Senator Grosart refers
to in the Estimates. Maybe there are some
gther things, but that is a specific item which
s devoted only to Indians, and the number of
Im.rdians paying premiums for that health ser-
vice would be pretty minimal.

£ Senator Hays: Just one other point refer-
ming to Senator Molson’s question. I think the
total figures are very important because the
I_ndian and Eskimo population have got a
great deal out of Confederation too. We
f‘hwld' know that figure. Because it is said
‘we did not get anything out of Confedera-
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tion.” But he has received his education and
his medicare and all these things too. But
when they chased the Indian off his lands, he
did not receive any of these benefits. He was
really out on his own, so I think the figure is
important.

Senator Laird: I should like to go to the
item of the acquisition of parks for public
use, and the acquisition of private property
on existing federal public parks. If you do not
mind, I will take the example of Beausoleil
Island in the Honey Harbour area. I am look-
ing at an item on page 32 for the “Construc-
tion and Acquisition of Land, Buildings and
Equipment”, which I asume covers that sort
of thing. The reason I am asking about this is
that on that island, which is owned by the
federal Government, a portion of it is used
for public use, but a great portion of it has
been occupied by YMCA camps, and I
amongst others have received representations
against the Government’s proposed taking
over of these private camps; paying for them,
of course, but taking them over. Since the
deputy minister is here, I should like to ask
what is the departmental policy in that con-
nection, and with what speed are you pro-
ceeding to acquire private property in public
parks like Beausoleil?

Mr. Robinson: I think we would be anxious,
senator, to enter into negotiation with the
owners of the land in question, and try to
work out an accommodation that would be
best for both sides. I do not think we would
want to do anything to precipitate the negotia}—
tions. On the other hand, once the decision 1§
taken to establish a park in an area, we aré
under instructions to proceed to engage in
discussions with the various private interests
involved.

Senator Laird: I realize you have to be
careful, but how precipitate are you going t0
be about this?

Mr. Robinson: On this particular one, sena-
tor, I would like to take notice of the question
and I will provide the committee or you per-
sonally, whichever you prefer, with anr
answer.

The Chairman: Is that agreeable?
Senator Laird: Yes Mr. Chairman.

Senator Bourque: On page 9-2, I would like
to ask a question on item 9-14 L15:

To increase the $5,500,000 the amount

authorized for loans to Indians and
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Eskimos for construction or acquisition
of houses and land in areas other than
Indian Reserves, including authority to
forgive repayment thereof

In the change there is a loss of $1,100,000, and
there is a proposal for 1970-71 of $1,200,00,
which makes $2,300,000. I presume that you
have a fund already for $4,300,000 if you are
increasing it to $5,500,000.

Mr. McGilp: I am not too sure of the
answer to the question about the actual
money. Perhaps I could ask Mr. Beatty to
deal with that. I could describe the whole
program.

Mr. Beatty: That is
increasing it to $5,500,000.

Senator Bourque: Do the last words, “in-
cluding authority to forgive payment thereof”
mean that there is a kind of giveaway, that if
they do not pay you are not going to force
them to pay, they can buy property and
borrow $5,000, $8,000 or $10,000, and if they
do not pay you do not collect?

right, $4,300,000

The Chairman: Perhaps we could have a
description of the program and some details
of how this foregiveness takes place. Would
that be satisfactory?

Senator Bourque: With regard to the next
item. ..

The Chairman: I think Mr. McGilp can give
you that answer right now.

Mr. McGilp: When an Indian person wishes
to purchase a house in a city, such as Toron-
to, Montreal or some other place he might,
have acquired employment—especially in
Ssmall towns—find it extremely difficult to
obtain the down payment. The departmental
Program permits us to give up to $10,000 to
that individual toward purchasing a house.
This not only provides the down payment,
but enables him to make payments on the
remainder of the mortgage which is within
his income.

For example, he may decide to buy a
$17,000 house. We provide him with up to
$10,000 depending upon his income. He must
repay the $7,000 in the normal way through

is mortgage payments and each year for the
first ten he keeps up his appropriate mortgage
Payments we give one tenth for every amount
We had advanced.

Senator Bourque: The next item is to
increase to $70,000 a special account in the
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consolidated revenue fund to cover losses sus-
tained by the Farm Credit Corporation on
loans to Indians. Under “Change” you have
$20,000, and under “Approved” you have
$20,000. The “Proposed” is $40,000, but the
increase is only $70,000. Does that mean that
you have already appropriated under another
item the difference in the cost?

Mr. Bergevin: There was a special arrange-
ment which started about a year ago with the
Farm Credit Corporation in which it is to
deal directly with the Indian farmers on the
reserve. In regard to the land owned by the
Indian the title is not normal as far as the
Farm Credit Corporation is concerned. The
minister guarantees the payment of the mort-
gage. Up until now, this time a year ago,
Indians had borrowed something like $750,000
from the Farm Credit Corporation. Before
that it was hardly used. We will need to have
a reserve of money in case something
happens.

Senator Bourque: It is a greater amount
than the $70,000, because the $40,000 pro-
posed would not pay for the $70,000. If you
have greater amounts you would have to
have a greater appropriation than $40,000.

Mr. Bergevin: It is to cover the possible loss
and it is a larger amount now.

Senator Bourque: You see, if you have only
$40,000 proposed, and you wish to increase it
to $70,000, that means you have only to
increase that account from $40,000 to $70,000.
Where do you account for the difference of
$30,000?

The Chairman: Presumably the $30,000 was
already in there and had not been used.

Senator Bourque: But then if the $30,000
had not been used it makes it worse, because
there is $70,000 now.

Mr. McGilp: Perhaps I might try to clear
that up. There would have been $30,000 in
there before. We are asking for $40,000,
making it $70,000. But we had $20,000 of this
$40,000 which was in there in 1969-70, so the
difference is only $20,000 between the $40,000
we are asking and the $20,000 we got last
year.

The Chairman: As I recall it, in the last
session Parliament amended the Farm Credit
Corporation Act to permit Indian bands to
form co-operatives and to receive loans of up
to $100,000 in the same way as farmers who
incorporated could receive a loan of $100,000.
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Can you tell me if this program has been
generally taken advantage of by the Indians,
and what has happened in respect of it?

Mr. Bergevin: I know of a single case, but I
can certainly provide you with figures on this.

The Chairman: Thank you.

Senator Grosari: Supplementary to this
question of increasing authorized amounts, I
find on pages 12, 14, 26, and 28 what appear
to be requests for authority to increase exist-
ing amounts. First of all, are these, in effect,
amendments to existing legislation or statuto-
ry authority? Are we again amending acts of
Parliament by means of the Estimates? On
page 9-26 I see “authority to sell electric
power, fuel oil and services incidental there-
to”. Is this authority not vested in the depart-
ment at the moment?

Mr. McGilp: We do have arrangements
with communities in northern areas whereby
we provide a generator, which in the past
only provided electricity for the school or the
Indian agency office. We want to be able to
use this generator to provide electricity to the
Indian residents, and, if appropriate, to
receive payment from them. We have been
doing this in a small way in the past. It can
become an important thing if we cannot get

the provincial hydro authorities to extend
power.

Senator Grosari: What is the authority you
have by which you are now doing what you
said you are doing? You are asking for a new
authority here. In other words, you are asking
for authority not under an Act of Parliament
but under the Estimates, to which this com-
mittee traditionally objects.

Mr. McGilp: I believe we have used the
Tunds allotted to us to provide housing
improvements to Indians, so it is really an
,Estimate provision that we are acting under
rather than any statute, so far as I am aware.

Senator Grosart: But this is Vote 5, so pre-
‘Ssumably you have some authority now.
‘Would that be under an earlier Vote 5?

Mr. McGilp: I believe so.

Senator Grosart: Let us turn to page 14
where we have a specific example in Vote
L15, which is to increase to $5.5 milion the
amount authorized for loans to Indians and
Eskimos by Loans, Investments and Advances
Vote L51a, Appropriation Act No. 9, 1966. Are
we here by means of Vote L-15 amending an
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amendment, the only statutory authority for
which is an appropriation act which presuma-
bly concerned a supplementary Estimate? Is
this what we have?

Mr. Bergevin: The amount appearing under
Vote L15 is strictly an increase of the amount
of money under that vote; it is not a new
statutory authority.

Senator Grosart: You cannot have an
increase except under statutory authority,
and you cannot have an existing amount
increased unless there is an existing amount
under statutory authority.

First of all, can you tell me what Appro-
priation Act No. 9, 1966 was? Was it a supple-
mentary appropriation?

Mr. Robinson: I wonder if we can provide
the answer to this?

Senator Grosari: Appropriation Act No. 9,
1966 must be a supplementary. You have
apparently some authority to spend a certal
amount in loans. You are asking to increass
that. What are you asking to increase it from-
You say “To increase to $5,500,000...”

Mr. Bergevin: From the Indian Loan Fund.

Senator Grosart: The same applies to the
next vote, Vote L20.

The Chairman: Would it be satisfactory if
the details are provided to you, Senator
Grosart?

Senator Grosari: Yes.

I raise the point because in this committeé
we have recommended that there be an en
to this business of legislating by estimates:
and particularly amending existing acts, an
even more particularly existing Appropnatloz
Acts, because we find examples of this wher i
the only statutory authority is an Appropflad
tion Act going back to 1956. This is a methO
of obtaining parliamentary approval whic
has been widely condemned, and yet everye
department comes forward with the Satfge
kind of thing. Surely, in cases like these 1
situation should be examined and the dep
ment should seek an amendment to the a_c‘
rather than carry on under a 1956 Appropri?
tion Aet? I suggest to you it is not €9 s
enough for Parliament to ask us to provi
funds on this basis, carrying on year 2@ &
year, an Appropriation Act and amendp’lenu
to the act, getting increasing amounts Wlthf‘;r_
any reference, other than this sort qf re
ence to the existing statutory authority.
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If I may add this, on page 26 there appears
to be another one, Vote 30 “including
authority to make expenditures”. On page 28
there is Vote L50, “To increase to $1,740,000
the amount authorized for loans” under a
1962 Appropriation Act; and Vote L60, a
request for authority in the Estimates to
increase the amount apparently approved, or
a previous amount approved under Appro-
priation Act No. 3, 1969.

The
Grosart.

Chairman: Thank you, Senator

Senator Grosart: If you would go back
beyond those appropriation acts and tell us
what the original authority and the history of
this increase is and how statutory authority
has been obtained to make these increases, I
would appreciate it.

Senator Molson: Mr. Chairman, as I have
done before the Senate departments, I should
like in the case of this department to ask
what the items were which appear as appro-
priations not required for 1970 to 1971. On
page 9-2 there is a figure of $3,400,000 from
page 9-14, and on page 9-4, from page 9-28,
there is a $10,600,000 figure. That is $14 mil-
lion not required without any comment as to
what it was previously required for.

Mr. Beaity: I don’t think I could specifically
answer that now, but it is just the difference
between what we asked for in the one year
and the other. If you wish, we could also
supply what we have not asked for in the
current year. In other words, what this change
is.

Senator Molson: I think it is of importance.
I have raised this point before with other
departments. I don’t see why instead of that
heading the Treasury Board does not have
what the actual purpose of the amount was in
the previous year. Why should it be headed
“Appropriations Not Required”? It does not
seem to me to be a heading designed to cover
the matter. It conceals the matter. It is proba-
bly not deliberate, but it certainly tells us
nothing. Fourteen million dollars in your
department must have been of reasonable sig-
hificance in the year before. It must have
Provided some services.

Mr. Beatty: I cannot give you a specific
answer because it is not shown here, but we
can supply what the change was for the $14
Million.

The Chairman: Is that satisfactory, Senator
Molson? ’
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Senator Molson: Yes.

Senator Grosart: It would be interesting if
it turned out that this was for a program that
was not working and so was terminated.

The Chairman: I think we shall see what
the answer is.

Mr. Robinson: If you will allow Mr. Cable
to have a word he might be able to account
for the $14 million which Senator Molson was
speaking of.

Mr. Cable: In 1969-70 we received $1 mil-
lion through the main Estimates and $2.4 mil-
lion through supplementary Estimates A for
an increase in the Indian Loan Fund. At that
time there was some anticipation of a conver-
sion of this fund into the new Economic
Development Fund. There was a request at
that time in supplementary Estimates B for a
further $5 million increase, which we did
receive through supplementary Estimates B.
We felt the outstanding amount as of the end
of 1970 would be sufficient to carry us
through a full year so we did not request in
the 1970-71 Estimates any increase to these
funds. So this is the method the Treasury
Board chose for presenting the amount of
increase for the year in question.

Senator Molson: Well, it could simply have
read “Appropriation for Indian Loan Fund
not Required”.

Mr. Robkinson: That is right.

Senator Molson: Which is really my point.
Thank you.

Mr. Cable: Again, the difference between
the $3,400,000 and the amount shown on page
9-17, which is the $15,130,000 reduction, the
difference between those two amounts again
is because one was an appropriation which
included up to supplementary Estimates (A4),
whereas the forecast excluded supplementary
Estimates (B).

Senator Benidickson: Mr. Chairman, know-
ing that we were to see these officials this
morning I was particularly interested in the
morning press. There were two items in the
Toronto Globe and Mail with reference to the
department, which emanated apparently from
questions in the House of Commons, which
were of wide interest. One is with respect to
the housing program of the department. Ref-
erence is made to a five-year plan with
respect to Indian housing. According to the
press, the minister said that due to rising
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costs and a limited budget this five-year plan
has been thrown off, are the words used, and
put on a limited priority basis.

Can the deputy minister, either now or at
the next sitting, explain and give a brief out-
line of the five-year plan and the less limited
priority being given to it.

In the same edition of the same paper this
morning, there was another story, with
respect to possible racial discrimination in the
Yukon in the matter of the supply of certain
services, such as sewer and water.

Reference was made to Inuvik. However, I
was rather relieved to see it referred to the
supply of these services on the outskirts of
Inuvik. The answer may be that it is difficult
to supply them on the outskirts. I know in my
own town of Kenora we have certain areas
within the town which for years have not
been supplied with sewer and water by the
municipality. Because they are on the out-
skirts costs are exceedingly high.

Could comment be made with regard to
these two items of current press interest?

Mr. Robinson: Yes, senator. We are at the
end of a five-year housing program, which
began in 1966. The intended total cost of the
program was $75 million. In fact, owing to
limitations on the money available over the
five years, only $53 million was actually spent
on the program.

Senator Benidickson: Although $75 million
was actually voted?

Mr. Robinson: Planned.
Senator Benidickson: Planned or voted?

Mr. Robinson: No, it was planned; it was a
five-year housing plan.

‘Senator Benidickson: It was a plan, but you
did not have that total in the Estimates?

Mr. Robinson: That is correct, senator. Yes,
that is one of the principal reasons why the
number of houses constructed under the pro-
gram fell short of the target.

Senator Benidickson: What is the shortage
in figures?

Mr. Robinson: The target was 12.000 and
the number of units built was 8,620.

Senator Benidickson: The five years having
expired?

Mr. Robinson: That is correct.

Standing Senate Commitiee

Senator Beaubien: Did you keep a mort-
gage on these buildings?

Mr. McGilp: The general aid is given to the
band council for administration. The Indian
tenant has the right of occupancy, but owner-
ship is generally recognized to be with the
band council. However, this is a very difficult
thing to interpret in some reserves because
the Indian people who move into these homes
sometimes imagine ownership when in prac-
tice it is occupancy. We are dealing with a
situation where a lot of close consultation is
required. For example, the way in which the
funds are allotted, a Band council will decide
on a priority basis which particular individu-
al in the Band should receive housing assist-
ance. When the house is built, and usually it
is with a maximum input in labour by the
proposed tenant, and when the tenant goes
into that house, he often presumes ownership,
but in practice it really is a right of occupan-
¢y, and the Band council could, when an
individual vacates a house, transfer it to
another Band member provided the man who
left was compensated for the improvements
he had made.

Senator Beaubien: Does it mean that the
Government provides these houses and it
then belongs to the Band council and not to
the individual, and the federal Government
having provided the house, has no further
interest?

Mr. McGilp: We have an advisory interest.
But that is a very fine point.

Senator Beaubien: It is a gift?

Mr. McGilp: There is an input from the
individual.

Senator Benidickson: It is an investment o
the Reserve, but not necessarily to the
individual.

Mr. McGilp: That is right.

Senator Beaubien: The amount of money
you put in is a gift?

Mr. McGilp: The amount of money is a gift-

The Chairman: There was another que.Stion
concerning the supply of services in Inuvik.

Mr. Robinson: Might I say with your Per”
mission, Mr. Chairman, that there are one ©
two other points which I might make wit
respect to the first question. First of all, ther®
has been an increase from $7,000 to $8,5_00 n
1969 in the amount of the subsidy paid
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respect of each house under that program.
This was a further contributing factor to the
failure to meet the target. The original
target. ..

Senator Benidickson: The original target?

Mr. Robinson: The original target. And the
other factor is that I think as time goes on the
expectations of the Indian people with regard
to the standard of housing they occupy do
rise.

Senator Benidickson: Further to that, there
is a reference here to downgrading. I think
the words in the Press clipping are “more
limited priority basis from henceforth will be
given to this type of program”.

Mr. Robinson: I can say that because this
program has reached a point where at the
end of the 1965 to 1970 period, we are now
very actively working on a new program
which I do think we are as yet in a position
to discuss in detail, but which I think will
introduce certain new features and will
supersede the program which is just drawing
to a close. And it may be that it was to the
other program that we are just completing
the Minister was referring when he said that
the program had a lower priority.

Senator Benidickson: As the press clipping
read it would indicate that there were more
limited efforts to build decent accommodation
for Indians and on a more limited priority
basis.

Mr. Robinson: I think that is an interpreta-
tion which I should not allow to stand,
because in fact our objective now is to enrich
and strengthen the housing program rather
than allow it to lapse into a lower priority.
With regard to the other question, I believe it
dealt with the standard of utilities in Inuvik.

Senator Benidickson: Those supplied to
Indians, Eskimo and Whites.

Mr. Robinson: May I check that? When I
Was in Inuvik a couple of weeks ago I looked
at that situation. My understanding is that
there is to be construction this summer to
remedy—or at least to move towards a
remedy—the discrepancy between that hous-
ing and housing in the main part of the town.
I would like to check the exact situation and
brovide you separately, if I may, with the
answer.

The Chairman: Are there other questions?
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Senator Sparrow: Does Panarctic Oils come

under your department? Do you oversee the
investment?

Mr. Robinson: The northern development
program of the department is concerned with
Panarctic Oils, and the assistant deputy min-
ister of the northern program is one of the
directors of Panarctic, as is Mr. MacDonald,
my predecessor, who is now Deputy Minister
of Public Works. We are concerned with
Panarctic in so far as Panarctic is one ele-
ment in the fotal northern development area.

Senator Sparrow: The initial investment
this year of $13.5 million does not appear in
your estimates—or does it?

Mr. Robinson: Yes.
Senator Sparrow: If so, where?

Mr. Robinson: The $13 million was provid-
ed out of Supplementary Estimates (B). There
is a separate booklet, Supplementary Esti-
mates (B), for the fiscal year ending March
31, 1970, and in that book at page 20 there
appears an item Vote L52b, providing for
$13,533,750 to authorize payment regarding
the payment out of the Consolidated Revenue
Fund to maintain Canada’s equity in Panarc-
tic Oils at 45 per cent.

The Chairman: I think we dealt with this at
a meeting on the Supplementary Estimates
some five weeks ago.

Senator Sparrow: Under what heading is it
in this book with which we have been
dealing?

Mr. Bergevin: It is not included in that; it
is after.

Senator Benidickson: It would be included
in references to the column often headed
“Projected expenditures for 1969-70”. Is that
right?

Senator Grosari: Not here, because this
document antecedes the Supplementary Esti-
mates.

Mr. Bergevin: That is correct.

The Chairman: I do not think you were at
that meeting, Senator Sparrow.

Senator Sparrow: No. May I ask one fur-
ther question?

The Chairman: Please.

Senator Sparrow: Where do the direct
transfer payments appear? I am not referring
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to the treaty payments to the Indians; I am
talking about social welfare payments and so
on. Where do they appear in the estimates?

Mr. Robinson: I think the best place to start
might be page 9-16 under Community Affairs,
You will see a list under Activity on the left
hand side. Social welfare costs are shown
mainly in the grants column, which is $7
million increased over the forecast expendi-
ture for 1969-1970. The figure was $31,336,000.

Senator Sparrow: Is that welfare?

Mr. Robinson: That is welfare. The total
costs of welfare for 1970-1971 are shown on
bage 9-24 and the figure is $42,500,000.

Senator Sparrow: Where did you get that
figure?

Mr. Robinson: This is supplementary infor-
mation, but if you want to follow it through
in greater detail I would be very happy to
send you a more detailed breakdown.

Senator Sparrow: I would like that.

The Chairman:
questions?

Are there any other

Senator Grosart: I would like to move on to
the Indian Eskimo program, taking the con-
servation program as an example. These are
capital projects and we have a new set of
headings: Previously Estimated Total Cost,
Currently Estimated Total Cost, Expenditure
to 1969-70, Proposed Estimates 1970-71 and
Future Years Requirements. Is there pub-
lished information as to the start time of any
of these programs.

Mr. Robinson: May I have the page number
please.

Senator Grosart: Page 9-46. I am asking the
question because of the growing concern
about the tendency in departments to start
brograms and then keep them going rather
than to admit that they should be terminated.
If we want to inquire into these previously
estimated total costs where would we find
that previous estimate and the year?

Mr. Bergevin: I do not think T can tell you.
As far as the timing of it we do have a good
capital management system and we do ask
the engineering groups to schedule physically
the time of the projects. As far as being
published is concerned, I am not aware that
those dates are published.

: Senator Grosart: So if we wished to inquire
into this very large area in other departments

Sianding Senate Committee

perhaps the only way would be to have 1Ehe
departments before us and ask them specifi-
cally about the programs?

Mr. Bergevin: If you call for an individual
one I am sure that the timing could be
supplied.

Senator Grosari: The question is, if we in
this committee decided to inquire into the
possibility of there being programs that
should have been terminated, I was wonder-
ing how we would go about it.

Mr. Bergevin: We are looking at capital
projects are we not?

Senator Grosari: Yes.

Mr. Bergevin: The information would
undoubtedly be available.

Senator Grosart: Only by questioning the
officials?

Mr. Bergevin: I would think so, yes.

Senator Smith: I should like to refer you to
page 9-46. I am confused about the total for
“Land Acquisition—Kouchibougac”. I suppose
this refers to the new park in the Province ©
Quebec?

Mr. Robinson: It is in New Brunswick.

Senator Smith: Why is the Depari;ment_<1‘f
Northern Affairs spending money to acquire
land? I thought the policy was that the pro-
vincial governments turned over the land for
new national parks free of all encumbrances:
I know that that was the usual procedure-
Can you explain the situation here?

Mr. Beatty: I am not familiar with all the
details but the old policy was that the prov-
ince did turn over the land unencumber
Under the new policy the land is acquired OP
a cost-sharing basis. Where the province hai
had to expropriate some of the land, the coS
is shared on a 50-50 basis.

Senator Smith: Is this the basis on which
you will acquire the land in eastern NOV:
Scotia for the new national park? Will tho
cost of acquisition of that land be on a 50-5
basis?

Mr. Beatty: I am not qualified to answer
with respect to that particular park or al'eg)'
but presumably the same policy continues
prevail.

Senator Smith: It is difficult to have a giVe‘}
policy in one province and not in another.
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there has been a change in policy I think it
has come a little late, especially as it concerns
those provinces that are not able to meet the
state capital expense.

Senator Grosart: What about the Northern
Transportation Company which is described
as a self-sustaining commercial enterprise? Is
it self-sustaining? I am referring to page 9-54.

Mr. Robinson: It is a crown corporation, as
you know. I think the answer to that question
is yes. I might also mention at this time that
the Northern Transportation Company Limit-
ed has just been transferred from the
responsibility of this department to the
responsibility of the Department of Transport
as part of the new structure in the organiza-
tion of the department.

Senator Grosart: What are the terms of
roughly $10 million in loans, or are they

Finance 8:27
loans? They must be loans if they are in the
Estimates respecting a self-sustaining corpo-
ration. I am referring to the three items on
page 9-54 of $4.3 million, $1.5 million, and
$3.7 million.

Mr. Robinson: I am afraid we shall have to
obtain that information, and let you have it
separately if it is available.

Senator Grosari: Would you let us have the
terms of the loans—that is, interest and the
pay-back.

Mr. Robinson: Yes, we will try.

The Chairman: Then, honourable senators,
on your behalf, I thank Mr. Robinson and his
staff very much for appearing before us.

The committee adjourned.

Queen’s Printer for Canada, Ottawa, 1970
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ORDER OF REFERENCE

Extract from the Minutes of Proceedings of February 12th, 1970.

“With leave of the Senate,

The Honourable Senator Martin, P.C., moved seconded by the
Honourable Senator Langlois:

That the Standing Senate Committee on National Finance be author-
ized to examine and report upon the expenditures proposed by the
Estimates laid down before Parliament for the fiscal year ending 31st
March, 1971, in advance of Bills based upon the said Estimates reaching
the Senate;

That the Committee have power to engage the services of such
council and technical, clerical and other personnel as may be necessary
for the purpose of the inquiry; and

That the Committee have power to sit during adjournments of the
Senate.

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

ROBERT FORTIER,
Clerk of the Senate.
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MINUTES OF PROCEEDINGS

Thursday, June 11, 1970

Pursuant to adjournment and notice the Standing Senate Committee on
National Finance met this day at 11.00 A.M. (In camera).

Present: The Honourable Senators Everett (Chairman), Aird, Beaubien,
Benidickson, Bourque, Desruisseaux, Grosart, Hays, Laird, Molson, Pearson
and Sparrow.—(12)

The Committee proceeded to study clause by clause the draft report on
the Main Estimates laid before Parliament for the fiscal year ending March
31st, 1971.

Following discussion, the draft report was approved.
At 1.00 P.M. the Committee adjourned to the call of the Chairman.
ATTEST:

Gérard Lemire,
Clerk of the Committee.

o
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REPORT OF THE COMMITTEE

The Standing Senate Committee on National Finance, to which was referred
the Estimates laid before Parliament for the fiscal year ending March 31st,
1971, has in obedience to the order of reference of February 12, 1970, examined
the said Estimates and reports as follows:

1. Your Committee was authorized by the Senate as recorded in the
Minutes of the Proceedings of the Senate, February 12, 1970, “to examine and
report upon the expenditures proposed by the Estimates laid before Parliament
for the fiscal year ending 31st March, 1971, in advance of Bills based upon
the said Estimates reaching the Senate.”

2. In obedience to the foregoing, your Committee held seven meetings on
the Estimates and heard evidence from Mr. S. Cloutier, Deputy Secretary,
Program Branch, Treasury Board; Dr. A. J. R. Smith, Chairman of the Econo-
mic Council of Canada; Mr. Tom Kent, Deputy Minister of Regional Economic
Expansion; Professor E. P. Neufeld of the University of Toronto; Mr. Jules
Léger, Under-Secretary of State; Mr. H. B. Robinson, Deputy Minister of
Indian Affairs and Northern Development; and, in camera, Mr. L. Rasminsky,
Governor of the Bank of Canada.

3. As was the case in past examinations of the Estimates, your Committee
made (a) a general examination; (b) a detailed examination of certain matters
arising out of the general examination; (c¢) an examination of the current
economic situation in Canada as it pertains to government expenditures.

4. The Main Estimates for 1970-71 amount to $12,910 million, an increase
of 7.4% over the Main Estimates for 1969-70. This increase compares with
a percentage increase of the 1969-70 estimates over 1968-69 estimates of 9.5%.
Statutory expenditures take up 73% of the increase in 1970-71, and these
statutory increases include public debt charges, payments to the provinces,
grain payments and carrying costs of wheat. The total increase in govern-
ment expenditures of the preceding year is $892 million on statutory and
budgetary items as follows: statutory $651 million, budgetary $241 million.
Estimates of nine programs in various departments show increased expendi-
tures totalling $293 million which are partially offset by estimated decreases
totalling $52 million in other programs. The individual increases attributable
to these nine programs are Regional and Economic Expansion $75 million;
Bilingualism Development $52 million; Postal Services $36 million; Indian
and Eskimo Affairs $34 million; the Royal Canadian Mounted Police $26
million; Air Services $22 million; Development and Utilization of Manpower
$21 million; International Development Assistance $15 million; Incentives to
Industry for Technological Innovation and Development $12 million.

5. The $52 million decrease in all other programs has been achieved in

spite of increases in salaries, good and services and involves commendable
savings in other costs.



6. In light of these facts, your Committee determined on a detailed ex-
amination of the three programs which account for a large part of the increase
in non-statutory expenditures. That is, Regional and Economic Expansion $75
million, Bilingualism Development $52 million, and Indian and Eskimo Affairs
$34 million.

1

7. Your Committee heard evidence from Mr. Tom Kent, Deputy Minister
of Regional Economic Expansion, regarding the increases in expenditures by
that department from $192 million in 1969-70 to $267 million in 1970-71.
The bulk of this increase of $75 million is due to a $20 million increase in
expenditures under the Departmental Industrial Incentives Program and the
introduction of a new Special Areas Program which is estimated at $50
million for the 1970-71 fiscal year. The Industrial Incentives Program provides
federal government grants to industry to help reduce the capital costs of
establishing, expanding or modernizing a plant in one of the designated regions.
The special area program provides federal government financial contributions
to provinces and municipalities to assist them in undertaking public works
in 22 special areas in Canada which will build the infrastructure essential to
the economic growth of the areas. These programs have been adopted by the
federal government and conform to your Committee’s recommendation in its
review of the 1969-70 Estimates that regional development programs be
carried on, especially where general deflationary measures are being under-
taken by the government. The effectiveness of these programs will be
measured by:

(a) The extent to which unemployment in slow growth regions
is brought closer to the national average.

(b) The extent to which participation in the labour force in slow
growth regions is raised closer to the national average.

(c) The extent to which household earnings in the slow growth
regions are raised closer to the national average.

While it is too early in the life of these programs to assess whether they
are successful in terms of the aforementioned criteria, there is evidence that
the previous industrial incentive legislation did increase employment in slow
growth areas. Your Committee is of the opinion that the two programs ex-
amined will tend to alleviate regional disparity and to modify the effect of
government monetary and fiscal restraints in the slow growth regions.

8. Your Committee heard evidence from Mr. Jules Léger, Under-Secretary
of State, regarding the increases in expenditures by that department from $343
million in 1969-70 to $452 million in 1970-71. After deducting increases in
statutory items of $49 million the bulk of the $61 million increase is due to
a $52 million increase in the Bilingualism Development Program from $2
million in 1969-70 to $54 million in 1970-71. This program consists of grants
to the provinces in the amount of up to $50 million to provide instruction in
their own language to official minorities in their respective provinces and to
bring about the learning of the second of Canada’s official languages. It also
consists of grants for language research and promotion, and covers the expenses
of the Bilingual Districts Administration. These grants to the provinces are
to offset the additional cost of education arising out of the attempt to improve
the quality and quantity of second language instruction in Canada. As negotia-
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tions are still in process regarding the allotment of these grants, the committee
could only deal with the broad objectives of the policy. However, the Under-
Secretary of State has agreed to provide your Committee with details of the
allotment of these grants to the provinces as soon as agreement has been
reached with the provinces.

9. Your Committee heard evidence from Mr. H. B. Robinson, Deputy
Minister of Indian Affairs and Northern Development, regarding the increase
in expenditures by that department from $304 million in 1969-70 to $335
million in 1970-71. The increase of $31 million plus the decrease in other
departmental programs is accounted for by an increase in the Indian and
Eskimo Affairs program of $34 million. This increase was examined in detail
and the department was requested to provide additional information. More
specifically, the department was asked to determine the per capita cost for
Indian and Eskimos assisted by the program; to compare these costs in dif-
ferent reserves across Canada and to assess the per capita benefits from other
Federal Government programs. This conforms to the previously expressed
desire of the Committee to make detailed examinations of certain government
programs to determine whether they are fulfilling their original objectives
in terms of efficiency and benefit.

10. The form of the 1970-71 estimates is radically different from that
which has been followed in the past. The expenditure proposals respecting
departments and agencies are formulated in terms of programs. The objectives
and sub-objectives of each program are stated and the nature of the program
further amplified through a description of the activities carried on in pursuit
of program objectives. The aggregate of expenditures proposed to Parliament
for each program is classified first in terms of these activities and second in
terms of the portions of the aggregate to be devoted respectively to opera-
tions, to capital, and to grants and contributions. Data are provided under the
same classification for the forecast expenditure for 1969-70 and the actual
expenditure for 1968-69. When a program involves a large expenditure on
capital there is provided a table listing the major projects, and, showing for
each, total cost distributed between expenditures up to and including the
current year, the expenditures forecast for 1970-71 and the subsequent total
until completion. Loans, investments and advances are shown alongside the
related budgetary expenditures.

11. As a result of its examination of the 1970-71 Estimates, your Commit-
tee makes the following recommendations:

(a) In examining the details of departmental Estimates your Com-
mittee was unable to obtain from some departments full explanations of
the expenditures of Crown corporations and other agencies which report
to Parliament through the Minister or for which the Minister is the
spokesman for Parliament. This is an official distinction in the status
of responsibility of these agencies to Parliament on which your Com-
mittee recommends that departments appearing before it be prepared in
future to supply such explanations.

(b) Your Committee notes that there appears to be inadequate
federal audit of the operational effectiveness of certain shared cost or
response grant programs administered by the provinces. Your Com-



mittee recommends better qualitative as well as quantitative appraisal
of such programs wherever possible.

(c) Your Committee found that in some cases different government
grants by departments are lumped together in one sum. Your Commit-
tee recommends that the details of individual grants be given in the
Estimates.

(d) The Estimates list certain appropriations from the previous
year that have lapsed because the amounts voted were not spent. An
example appears on page 21-8 of the Main Estimates 1970-71 of the
Secretary of State. The item states as follows under Vote 1: ‘“Appropria-
tion not required for 1970-71—$13,617,105.” No details are given to
indicate the programs to which these sums refer. Your Committee
recommends that this information be included in future Estimates.

12. Dr. A. J. R. Smith, Chairman of the Economic Council of Canada,
gave evidence on the potential of the Canadian economy to 1975. The Council
estimates a potential G.N.P. of $100 billion by 1975, which means an average
real growth of 5.59% per year. It is noted that the share of total output going
to consumers will decline while the share absorbed by governments will in-
crease. It is further indicated that while government revenues will approxi-
mately double from 1967 to 1975 without any increase in taxation, present
government expenditures will also double even if no new major programs are
added. This means that new major programs will be possible only if govern-
ments replace or reduce existing programs, increase taxation or accept deficit
financing. To quote from Dr. Smith’s evidence:

“More than 40 per cent of the total increase in government expenditures
from 1967 to 1975 is anticipated in the health and education fields.”
“Education will continue to be the largest single item of government
expenditure, rising to well in excess of $8 billion by 1975 before any
allowance for price increases. The estimates suggest that expenditures
at post secondary levels will rise by roughly 15 per cent a year 1967-75.”
“Health expenditures are expected to grow faster than all other areas
of government spending to 1975, reaching nearly $5 billion (in 1967
prices) by the latter year, about double the 1967 level.”

13. As a result of these data, the following initiatives are indicated:

(a) Some better method of appraising, auditing and controlling
the outlays under shared cost programs must be developed.

(b) There must be an ongoing evaluation of government programs
to determine whether they are meeting their original objectives with
efficiency and whether their original objectives are still valid.

(c) Since Canada can reach its potential only by a proper mix of
public and private expenditures, there should be published each year
a five year forward estimate of government expenditures which would
not necessarily be a detailed commitment, but an indication of the
future course of government activities.

14. In a comparative review of the Canadian economy of the 1960’s Dr.
Smith submitted the appended chart. This chart indicates the performance
of the Canadian economy between 1960 and 1970 against its potential. Examina-
tion of this chart shows that the Canadian economy was well below potential
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at the beginning of the decade, and, in rushing to catch up, the inflation
burden at the end of the period was created. It is therefore clear that if
Canada is to reach its potential without inflation (or is not to fall short) fiscal
and monetary measures must be applied as evenly as possible.

15. In his appearance before your Committee Professor Neufeld pointed
out that budgetary expenditures in 1969-70 produced a budgetary surplus of
$355 million as against a budgetary deficit of $576 million in 1968-69, or
total restriction of $931 million. In 1970-71 budgetary expenditures will pro-
duce a budgetary surplus of $250 million which, when compared to 1969-70,
means an easing of restriction of $105 million. On a National Accounts basis
(which concentrates on the impact of the Federal Government’s expenditures
on the demand for goods and services) the same easing of the restrictive effect
of a surplus appears. Between 1968-69 and 1969-70 the restriction was .$650
million, whereas between 1969-70 and 1970-71 there is an easing of restric-
tion of $440 million. When these facts are added to the fact that the Federal
Government’s cash requirements are estimated at $500 million, it can be seen
that the freedom of action in monetary policy can be seriously affected.

16. Professor Neufeld made two further points:

(a) Total government expenditures and total government expendi-
tures on goods and services have been rising as a proportion of G.N.P.—
the former amounting to around 339% and the latter to over 21% in
1969-70. In 1970-71 total Federal Government expenditures are expected
to increase by 8.3% and total Federal Government expenditures on
goods and services by 12.79. It would seem that government spending
is continuing to take an increasing share of the nation’s output.

(b) There should be a much more critical and informed analysis
of costs and benefits with respect to government expenditures.

17. In conclusion, your Committee quotes from its report on the 1969-70
Estimates:

“It is the view of the Senate Committee on National Finance that some
type of consolidated cash budget statement be presented in future years
in order to show cash movements between the Government and other
sectors of the economy. This would reflect the extra budgetary matters
as well as budgetary matters and give a more accurate assessment of
the impact of the public sector on the economy—especially as to its
impact on financial markets, private sector liquidity, and the limitation
placed upon monetary policy by the banking system’s requirements to
finance the Government’s borrowing needs.”

Respectfully submitted.

D. D. EVERETT,
Chairman.
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