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CHAPITRE V/CHAPTER V

LA CONFEDERATION ET APRES
(AOUT 1948 — MAI 1949)

CONFEDERATION AND AFTER
(AUGUST, 1948 - - MAY, 1949):

PARTIE I/PART 1
EVENEMENTS POLITIQUES
POLITICAL EVENTS

SECTION A
NEGOCIATIONS DES CONDITIONS DE L'UNION
NEGOTIATION OF TERMS OF UNION
672. 10300-40
Mémorandum du ministére des Affaires extérieures

Memorandum by Department of External Affairs

SECRET Ottawa, August 3, 1948

NEWFOUNDLAND; ARRANGEMENTS FOR DISCUSSIONS WITH DELEGATION

At the meeting of the Cabinet on August 3rd, it was agreed that the Canadian
delegation named to confer with the Newfoundiand delegation consist of govern-
ment representatives only, and that the Newfoundland delegation be received in
Ottawa as soon as practicable (probably early in September).

It was also agreed that the “target” date on which union should become effec-
tive be confirmed as the beginning of the next fiscal year (1949-50) and that the
Interdepartmental Committee on Newfoundland consider and report on urgent

administrative problems of the interim period and matters of procedure and
policy relating to union.

673. 10300-E-40

Meémorandum du sous-secrétaire d’Etat aux Affaires extérieures
au secrétaire d'Etat aux Affaires extérieures

Memorandum from Under-Secretary of State for External Affairs
to Secretary of State for External Affairs

Ottawa, August 3, 1948

YAprés le referendum. le cours des événements
est tel qu'on a cru bon de diviser la documenta-
tion par sujet. On trouvera une chronologic des

évenements dans les pages d'introduction du
volume.

'After the referendum. the pattern of events is
quite complicated and it was decided to divide
the documentation by subject matter. A chronol-
ogy of events can be found in the introductory
pages of this volume.
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NEWFOUNDLAND

Now that negotiations for Newfoundland’s entry into Confederation are to
begin and to be continued presumably over several months, there will be many
complicated and difficult questions to be discussed and negotiated. The way these
negotiations are conducted will have an importance on subsequent relations
between the new province and the Dominion. There will be a good deal of sensi-
tiveness on the part of the Newfoundlanders about the present position, and 1
think that it would be wise to lean over backwards to avoid giving any cause for
irritation, especially since such irritation would linger long after Confederation is
accomplished. This means, I suppose, that we should go out of our way to empha-
size that Newfoundland is entering Confederation of her own free will and as a
separate entity, and to avoid giving the impression that we are merely “taking
Newfoundland over.”

One way of creating the right atmosphere and developing good feeling in
Newfoundland towards union would be to appoint a High Commissioner for the
remaining months until Newfoundland becomes part of Canada. Such an ap-
pointment would be valuable from the public relations standpoint and would also
be helpful in the actual conduct of the negotiations which will soon begin. Bridle,
the Acting High Commissioner, is, of course, an able person and well informed on
Newfoundland problems, but he has neither seniority nor prestige. For that
reason, it might be desirable to appoint soon a well-known and popular Canadian
to the post whose appointment would be flattering to Newfoundland.

If anyone is appointed, I should think it highly desirable that Mr. Bridle stay
on in view of his intimate knowledge of Newfoundland conditions and his sense of
atmosphere there.

If you think this idea a good one, in principle, we could begin to look around for
the right man.?

L. B. PEARSON

674. PCO

Le secrétaire d'Etat aux Affaires extérieures au haut commissaire
de Grande-Bretagne

Secretary of State for External Affairs to High Commissioner
of Great Britain

Ottawa, August 6, 1948

Dear Sir Alexander [Clutterbuck],

I refer to the telegram of the Governor of Newfoundland to the Secretary of
State for Commonwealth Relations dated August Sth, 1948," a copy of which was
forwarded to us by our Acting High Commissioner in Newfoundland, concerning

2C.J. Burchell fut nommé de nouveau haut com- 2C. J. Burchell was again appointed High Com-
missaire 4 Terre-Neuve au mois de septembre. missioner in Newfoundland in September.
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the announcement about the effective date of union between Newfoundland and
Canada.

2.  Would you kindly advise the United Kingdom and Newfoundland authori-
ties that in the opinion of the Canadian Government it will not be practicable to
effect union before the 31st March, 1949. The Canadian Government would have
no objection to an announcement to this effect being made by the United King-
dom or Newfoundland authorities.

3. T understand that in a telephone conversation with Mr. MacKay of this
Department earlier to-day, you intimated that the United Kingdom authorities
agree with the date suggested above.

Yours sincerely,

L. B. PEARSON
675.

Extrait de The Mackenzie King Record’
Extract from The Mackenzie King Record’

The Prime Minister stayed on after his own speech until nearly 6.00 p.m. and
returned in the evening about 9 o’clock. He “unfortunately missed Claxton’s
address. Smallwood of Newfoundland was speaking when I came in. He gave a
humorous address. 1 had, too, unfortunately, missed Bradley. I don’t know how
they both came to be speaking but I think it would have been wiser if they had not
appeared on the platform. I sat between the two of them. Had pleasant talks with
each. Explained I thought it would have been better for our Convention not to
pass any resolution on Newfoundland. It might raise the question of provinces
claiming their right to have special say. Both agreed with me it would be unfortu-
nate were any adverse comment to be made. I quite enjoyed sitting between these

two men at that time and felt there was something quite significant about this
little feature of the evening.”

676. 2828-40

Extrait du Newfoundland Gazette du 10 aoiit 1948
Extract from Newfoundland Gazette of August 10, 1948

Published by Authority

His Excellency the Governor in Commission has been pleased to appoint the
following persons to represent Newfoundland in the forthcoming negotiations

3Volume 4, p. 360. La convention nationale du
parti Libéral a eu lieu du 5 au 7 aodt. L. S. St.
Laurent fut choisi comme chef du parti mais ce
n'est que le 15 novembre qu'il remplaga Mac-
kenzie King comme Premier ministre.

3Volume 4, p. 360. The National Convention of
the Liberal Party was held from August S to 7.
L.S. St. Laurent was chosen as the new leader of
the party but he did not replace Mackenzie King
as Prime Minister until November 15.
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with representatives of Canada respecting the terms of Union between the two
countries in accordance with the statement issued by the Right Honourable the
Prime Minister of Canada on the 30th July, 1948.4

The Honourable Albert J. Walsh, K.C., LL.B. (Chairman)

F. Gordon Bradley, Esq., K.C.,, LL.B.

Chesley A. Crosbie, Esq.

Philip Gruchy, Esq., C.B.E.

John B. McEvoy, Esq., K.C., LL.B.

Joseph R. Smallwood, Esq.

Gordon A. Winter, Esq.

Dated the 5th day of August, 1948.
W. M. MARSHALL
Acting Secretary of
Commission of Government

677. DF/Vol. 783
Mémorandum du sous-ministre des Finances au ministére des Financess
Memorandum from Deputy Minister of Finance to Department of Finances

SECRET Ottawa, August 13, 1948

RE: NEWFOUNDLAND — THE INTERIM PROBLEM

This is to confirm the suggestion which I made the other day for dealing with
the problem of probable loss of Customs revenue to Newfoundland and possible
evasion of Canada’s exchange restrictions during the interim period before Con-
federation can be consummated.

If the danger of loss of Customs revenue through failure to purchase goods in
fairly normal quantity becomes a real one, it may prove desirable to get the
Commission of Government to lower tariff rates to the Canadian level on condi-
tion that we undertake to make up to some extent for the resultant loss of rev-
enue, but this should not be done unless the Commission of Government agrees at
the same time to put into effect import restrictions on approximately the same
basis as the Canadian ones. This would give us what we would regard as a quid
pro quo for the additional financial payments to Newfoundland.

I think, however, that it is important not to get this suggestion to Newfound-
land (or even to some of our Departments here) until a fairly late stage — at least
as late a stage as is practicable, having in mind the Customs considerations. It
should, I think, be brought in during the negotiations as part of our Canadian
answer to the new financial claims which the Newfoundland delegation will
undoubtedly make. If, however, the suggestion is made too soon, it will cease to
have any value as a bargaining lever and will be merely added as another item in

4Voir ledocument 669. 4See Document 669.
5A. B. Hockin.
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the list of claims. Furthermore, I think the danger from the point of view of
evasion of our exchange restrictions will not become real until we get closer to the
effective date of Confederation. We cannot wait too long if adequate supplies are
going to be made available to the Island but I think there is still a leeway of
perhaps two or three months.

W. C. C[LARK]

678. PCO-CRF
Mémorandum du bureau du Conseil privé
Memorandum by Privy Council Office

SECRET Ottawa, August 13, 1948

NOTES ON ECONOMIC PROBLEMS DURING TRANSITION

At an informal gathering held on Tuesday, August 10th, 1948, in room 123 of
the East Block, the economic problems that might arise in Newfoundland during
the transitional period between the referendum and the date of union were dis-
cussed. The following were in attendance:

Mr. F. Gordon Bradley, Newfoundland
Mr. J. R. Smallwood, Newfoundland

Mr. R. Petton, Newfoundland

Mr. R. A. MacKay, External Affairs

Mr. A. R. Crépault, External Affairs

Mr. Alex Skelton, Trade and Commerce
Mr. G. A. Newman, Trade and Commerce
Mr. A. B. Hockin, Finance

Mr. J. R. Baldwin, Privy Council Office
Mr. Paul Pelletier, Privy Council Office

Mr. Bradley and Mr. Smallwood were invited to express their views on the
effect the transitional period might have on Newfoundland’s economy.

Mr. Bradley was of opinion that neither the consuming public nor the mercan-
tile classes would be seriously affected during the transitional period but that
there undoubtedly would be a serious drop in national revenue. He did not see,
however, how this could be avoided no matter what steps were taken during the
interim period. It was foreseeable that if Customs and Tariff matters were left
untouched, imports of heavily dutiable goods would fall off considerably, with a
consequent diminution in Newfoundland’s revenue from customs duty. On the
other hand, if Canadian Customs were to be extended immediately to Newfound-
land, imports would undoubtedly remain normal but the drop in the Newfound-
land’s revenue would be even more serious than if the status quo were main-
tained. In the circumstances, he was of opinion that the actual date of union
should be announced immediately but that no further action need be taken.

Mr. Smallwood generally agreed with Mr. Bradley’s views. He added that no
matter what provisional arrangements were made, food-stuffs would obviously
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have to move at a normal rate. Imports of heavily dutiable goods such as hard-
ware, dry goods, etc. would undoubtedly fall off very rapidly under present condi-
tions. By the same token construction might presumably come to more or less of a
standstill with resultant unemployment particularly in St. John’s. It was pointed
out, however, that no construction projects were carried on in Newfoundland
during the winter months and that if union were to be consummated by Spring,
economic difficulties such as an increase in winter unemployment would be
minimized.

Mr. Petton, who in addition to owning a retail business in Newfoundland is
agent for several of Newfoundland’s large importers, was of opinion that the
small retailers would be the class most seriously affected by the transitional
period. The merchants in order to maintain their trade had to keep on hand a
certain minimum of stock so that the consuming public, in any event, would not
in his opinion be affected seriously. On the other hand, the tendency among the
large importers was to unload duty-paid goods at a discount to retailers in order
to avoid being caught with large stocks on hand at the date of union. The retailers
could not advantageously buy goods in small lots and consequently it was quite
possible that they might have to absorb fairly considerable losses at the date of
union.

It was pointed out during the course of the discussions that the opinions ex-
pressed were not based on actual figures but rather on the personal knowledge
and impressions of the informants. It was suggested that no decisive steps could
be taken (if any need be taken) until actual figures were produced by the New-
foundland delegation with respect to the impact of the interim period on the
Island’s economy.

P. P[ELLETIER]

679. 10300-E-40

Le gouverneur de Terre-Neuve au secrétaire d’Etat aux relations
avec le Commonwealth de Grande-Bretagne

Governor of Newfoundland to Secretary of State
Sfor Commonwealth Relations of Great Britain

TELEGRAM 188 St. John’s, August 14, 1948

PERSONAL. SECRET. Repeated to UKREP Ottawa No. 13, Begins:

Your telegram No. 188." I thought you would be interested to know that one of
the most influential members of the Responsible Government League, one who
had the high honour of winding up the whole campaign on behalf of the League
in a nation-wide broadcast address on the eve of the poll, Mr. C. E. Hunt, K.C.,
received an invitation to be a member of the Delegation and declined. Also the
person who had the distinction of introducing Mr. Hunt on the radio on the eve of
the poll, Mr. R. G. Winter a leading businessman in St. John’s, was invited to be
a member of the Delegation. He also declined.
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These invitations as you will appreciate like the rest of the invitations were
addressed to individuals and not to organizations. Ends.

680. NPA/GN 10

Procés-verbal d’une réunion de la délégation de Terre-Neuve
aux négociations des Conditions de l'union

Minutes of a Meeting of the Delegation of Newfoundland
to the Negotiations of the Terms of Union

MINUTES OF FIRST MEETING HELD IN THE
COLONIAL BUILDING, ST. JOHN’S, ON
THE 25TH OF AUGUST, 1948, AT 11 A.M.
Present:

Hon. A. ). Walsh, K.C.,
Chairman

Mr. J. R. Smallwood

Mr. F. G. Bradley, K.C.
Mr. J. B. McEvoy, K.C.
Mr. C. A. Crosbie

Mr. Philip Gruchy, C.B.E.
Mr. G. A. Winter.6

WORK OF DELEGATION

1. In welcoming the members of the delegation to the meeting the Chairman
explained that they had been appointed by His Excellency the Governor-in-
Commission following upon a statement issued by the Prime Minister of Canada
dated the 30th July, 1948 to the effect that, as a result of the Referendum of the
22nd July, 1948, the Government of Canada would be glad to receive authorized
representatives of Newfoundland to negotiate terms of Union on the basis of his

letter of the 29th October, 1947 to the Governor of Newfoundland, and docu-
ments transmitted therewith.’

2. Asthis was the first meeting of the full delegation to be held, the Chairman
suggested that consideration might be given immediately to the manner in which
the delegation should proceed with its work in order to accomplish it with the
utmost efhciency and despatch. He had given careful thought to this matter and
was of the opinion that, before going to Ottawa to enter into final negotiations,
the delegation would undoubtedly wish to study the various documents submitted
by the Canadian Government outlining the terms of Confederation, to examine
the many problems with regard to the effects of Confederation upon Newfound-
land which will present themselves to the members as a result of such study, and
finally to consider such other problems of a similar nature as may be submitted to

6).G. Channing, un fonctionnaire du gouverne-
ment de Terre-Neuve, fut nommé secrétaire de
la delégation et fut présent a toutes les réunions.

TVoir la piéce jointe, document 442.

6J.G. Channing, an official of the government of
Newfoundland, became the Sccretary of the
Delegation and was present at all the meetings.
’See enclosure, Document 442.
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the delegation by Governmental Departments or by representatives of local trade
and industry. It was possible that members might have other views on this matter
and he therefore invited their comments.

PUBLICITY

3. It was recommended by the Chairman and agreed unanimously, that mem-
bers should refrain from issuing individual statements to the press and radio
regarding the work of the delegation, and that any releases which it might be
considered necessary to issue in this respect should be distributed through the
Office of the Secretary.

TERMS OF REFERENCE

4. Mr. Smallwood suggested that, in view of the fact that the delegation had
no definite Terms of Reference as such, it might be helpful to members in en-
abling them to determine as exactly as possible the nature of the duties of the
delegation, if they could be supplied with copies of the statements issued by the
United Kingdom Government, the Government of Canada and the Commission
of Government following the Referendum of July 22nd. The Secretary was in-
structed to attend accordingly.

APPOINTMENT OF ADVISORY COMMITTEE

5. Mr. McEvoy stated that before going to Ottawa, or in fact, before attempt-
ing to enter into any discussions whatsoever with the Canadian Government
relative to Confederation, he personally wished and intended to be fully and
completely informed regarding the impact, on the future economy of the pro-
posed Province of Newfoundland, of any final terms eventually agreed upon
between the Government of Canada and the delegation. In his opinion this would
require a vast amount of preliminary work regarding technical and financial
matters, the expert assistance for which was not available in Newfoundland. He
therefore recommended the immediate setting up of an Advisory Committee to
assist the delegation, consisting of (i) one member from the United States experi-
enced in government financing (ii) two members from Canada to advise on mat-
ters relative to provincial financing and (iii) two representatives of Newfound-
land trade and industry. A memorandum' was submitted by Mr. McEvoy to the
Chairman, and copies circulated to members, suggesting possible personnel un-
der (i) and (ii) above.

6. The recommendations made by Mr. McEvoy evoked considerable discus-
sion. There was general agreement on the desirability of obtaining expert advice
but there was some difference of opinion as to whether a Committee such as
suggested by him should be appointed before the delegation had actually encoun-
tered problems with which it was unable to deal either on its own or in consulta-
tion with local experts both in the Government and outside, or whether it should
await the delegation’s study of the information presently available after which it
would be in a better position to determine just what problems existed and what
steps should be taken to deal with them.

7. Following a thorough examination of the whole question, it was agreed, at
the suggestion of the Chairman, that the matter should be deferred temporarily
and that in the meantime, the delegation should proceed with its study of the
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documents and information now at hand on the understanding that if, as the
overall picture grew clearer as the work progressed, it appeared that expert
advice was necessary in any connection, such advice would be obtained.

8. With further reference to this matter, the Chairman stated that the New-
foundland Government wished to assure the delegation that it was at liberty to
call in for consultation or to enlist the services in any respect of any member of
the Public Service and that in addition, he understood that officials of the Cana-
dian Government were also willing to come to Newfoundland, if necessary, to
discuss with local Government officials any problems arising out of the terms of
Confederation upon which they might require information or elaboration. The
delegation noted this fact with satisfaction.

IMPORTATIONS INTO NEWFOUNDLAND

9. Mr. Crosbie remarked that he had recently returned from a trip north
during the course of which he had noticed considerable uneasiness amongst
retailers and others in the matter of the importations of stocks particularly food
supplies, for the coming Winter. It was evident that merchants were hesitant to
import large quantities and, in certain cases, even sufficient quantities to meet
local needs throughout the Winter because the position regarding Customs duties
thereon was not entirely clear to them. From the standpoint of the possible
injurious effect of shortages of food on the health and welfare of the residents in
these areas he felt that this matter was one of considerable importance and
urgency and that something should be done, either by the Commission of Gov-
ernment or by the delegation, to relieve the prevailing uncertainty.

10. Members generally appreciated the situation and agreed that it should be
clarified immediately. It was therefore decided that the Secretary of Customs
should be asked to appear before the delegation for consultation thereon at the
earliest possible date. The Chairman undertook to approach Mr, Howell at once
and to endeavour to arrange an interview for the 27th of August at 10a.m.

REPRESENTATIONS SUBMITTED TO DELEGATION

11. A number of representations having been received by the Chairman from
local interests relative to the effects of Confederation upon their operations and
requesting the delegation to act on their behalf in an effort to obtain certain
safeguards and/or concessions for them from the Government of Canada, it was
decided that these representations should be given priority by the delegation in its
deliberations.

The meeting adjourned at 1.00 p.m.
J. G. CHANNING Secretary
Confirmed. A. J. WaLSH Chairman

681. 10300-40

Le haut commissaire par intérim a Terre-Neuve au
secrétaire d'Etat aux Affaires extérieures

Acting High Commissioner in Newfoundland to
Secretary of State for External Affairs
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DESPATCH 441 St. John’s, August 26, 1948

Sir,

I have the honour to refer to my telegram No. 161 of August 5th' regarding the
personnel of the delegation appointed to visit Ottawa.

2. Inmy despatch No. 386 of August 3rd' I reported Mr. Crosbie’s open letter
in which he advised his supporters to remember the urgent necessity of uniting
and working together for the good of Newfoundland. I enclose copies of a clip-
ping from the St. John’s Daily News of August 7th" which contains a copy of a
letter which Mr. Crosbie wrote to the Governor on August 3rd and in which he
agreed to serve on the delegation. In a covering letter to the editor of the Daily
News Mr. Crosbie explains that when he agreed to serve on the delegation he
requested permission to have his letter of acceptance made public and he asks the
editor of the Daily News to publish his letter of acceptance for the information of
the people of Newfoundland.

3. Mr. Crosbie’s letter explains that before agreeing to serve on the delegation
he conferred with the committees of the Economic Union party in St. John’s and
also sent the following telegram to the party’s committees throughout
Newfoundland:

I have been requested by Governor to serve on delegation which will negotiate
terms with Canada. In order to safeguard interests of well over seventy thousand
Newfoundlanders who supported Responsible Government I feel compelled to
accept but with proviso that if I regard terms as unsound or unfair I shall so
advise people Newfoundland reserving right withdraw on these grounds from
delegation. Would welcome your viewpoint. Reply collect.

Mr. Crosbie said that the replies received to this telegram concurred with the
feeling of the St. John’s committees that it was in the best interests of Newfound-
land for him to agree to serve on the delegation.

4. Mr. Crosbie concluded his letter with the following paragraphs:

As Your Excellency pointed out . . . the most urgent necessity for us all is to
act in what will be the best interests of the people of Newfoundland so that we
will be able to work and live together as a united people, whatever the future may
hold for us.

I will therefore accept Your Excellency’s request that I serve on this Dele-

gation going to Ottawa. I must, however, point out that I reserve the right to
object if I regard the terms as unsound or unfair to this Island.
It will be noted that, whereas in his telegram to his committees Mr. Crosbie said
that he felt compelled to agree to serve on the condition that he reserve the right
to withdraw from the delegation if he regarded the terms as unsound or unfair, in
his letter of August 3rd to the Governor he limited himself to saying that he
reserves the right to object if he regards the terms as unsound or unfair.

5. 1 believe there is some feeling on the West Coast that that area of the
country ought to have been represented on the delegation, but the only comment
bearing directly on this point that I have seen in print is that contained in an
editorial which appeared in the Corner Brook Western Star of August 20th in
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which the newspaper expresses the opinion that the reason no one from the West
Coast was invited to become a member of the delegation is that the Corner Brook
area lacks an adequate organization to represent the community. It urges the
people of the West Coast to realize that if they want their interests to be pro-
tected they must assert themselves and take a greater interest in public affairs.

6. The St. John’s Daily News reported this morning that the Convention of
the Newfoundland Federation of Labour, now meeting at Grand Falls, passed a
resolution yesterday deploring the action of the Government in not appointing a
representative of labour to the delegation which will go to Ottawa to negotiate

the final terms of union. I enclose copies of the clipping which contains the text of
the resolution.’

7. Youare already I think familiar with the backgrounds and outlooks of most
of the members of the delegation and in recent communications I have en-
deavoured to provide you with pertinent information regarding the remainder. It
may be of interest here to add one or two facts which I have gleaned about Mr.
Gruchy and Mr. Winter. Mr. Gruchy, as you know, is Vice-President and Gen-
eral Manager of the Anglo-Newfoundland Development Company, one of New-
foundland’s two large pulp and paper companies. It is a subsidiary of a Canadian
Company which, in turn, is controlled by the London Daily Mail interests in the
United Kingdom. I understand that Mr. Elliot Little is head of the parent com-
pany in Canada. Mr. Gruchy is about 56 years of age and is a Newfoundlander
by birth. I am told that he entered the employ of the A.N.D. Company at the age
of 16 and that he has been with them ever since. I am told that he is also a director
of some other companies. He is a member of the Anglican Church.

8. Mr. Gordon A. Winter is a member of the firm of T. and M. Winter and
Sons, Limited, importers and exporters, and as you know is a Past President of
the Board of Trade. Mr. Winter is about 35 years of age and a Newfoundlander
by birth. His father, R. Gordon Winter, introduced Mr. Chas. E. Hunt when he
made the final radio address of the political campaign for the Responsible Gov-
ernment League. I understand that Mr. Winter is not considered to be officially
representing the Board of Trade on the delegation, but that he is rather regarded
as a representative of business in general. His experience in the import-export
field and his particular familiarity with the provision trade are thought, I think,
to be of value to the delegation. Mr. Winter is also a director of a number of other
local firms. He is a member of the Church of England.

I have etc.

PauL A. BRIDLE
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NPA/GN 10

Extraits du procés-verbal d’une réunion de la délégation de
Terre-Neuve aux négociations des Conditions de I'unions

Extracts from Minutes of a Meeting of the Delegation of
Newfoundland to the Negotiations of the Terms of Uniont
MINUTES OF SECOND MEETING HELD ON THE
26TH AUGUST, 1948 AT 10 A.M.

All members were in attendance. The reading of the Minutes of the first meet-

ing was deferred.
CONSULTATION WITH HEADS OF GOVERNMENT
DEPARTMENTS IN NEWFOUNDLAND

12. Mr. Gruchy requested that the heads of the various Government Depart-
ments in Newfoundland should be asked to submit, for the information and
guidance of the delegation, briefs describing the present status quo in their
Departments, how those Departments would be constituted and function under
Confederation and what problems may conceivably result from Confederation
which, in their opinion, merited special attention by the delegation. He referred
particularly to the question of Customs tariffs in which he was greatly interested
and was most anxious to have a concise statement showing the details of the
present Customs tariffs, including preferential tariffs, in Newfoundland com-
pared with the tariffs which would be in effect after Newfoundland became a
Province of Canada. Similarly with regard to natural resources, fisheries, income
and corporation taxes, shipping and railway operations. He considered that this
information would be of inestimable value to members and would assist them
greatly in their subsequent negotiations in Ottawa when the time came for the
delegation to endeavour to obtain from Canada the best possible terms for

Newfoundland.

13. Mr. Gruchy’s recommendation met with general approval and it was
agreed that the heads of the Government Departments concerned should be
approached immediately along the lines suggested by him. In the event, however,
that these officials should not be thoroughly conversant with the changed condi-
tions which will likely exist in their Departments after Confederation has been
effected, it was also agreed that arrangements should be made to have officials of
the Government of Canada come to Newfoundland immediately to discuss with
local officials any points concerning which they may be in doubt. The Canadian
officials should include experts on matters relative to tariffs, railways, shipping,
civil aviation, mines and resources, fisheries and public health. The Chairman
undertook to discuss this matter with the Acting High Commissioner for Canada

without delay.

682.

8Dans les procés-verbaux de la délégation, le nu- 81n the delegation’s minutes, a minute number is
méro de procés-verbal correspond au numérode  a paragraph number. Each meeting had its mi-
paragraphe. Chaque réunion a son proces-verbal  nutes but the paragraphs were numbered consec-
mais les paragraphes sont numérotés consécuti-  utively from the first meeting on.
vement depuis la premiére réunion.
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MEMORANDUM FROM ASSISTANT DIRECTOR OF
MEDICAL SERVICES, DATED JULY 31sT, 1948"

14. It was agreed that the suggestion contained in this memorandum should be
taken up by the delegation with the Canadian Government. [ . . . ]

LETTER FROM THE NEWFOUNDLAND ASSOCIATED FISH
EXPORTERS LTD. DATED AUGUST 2ND, 1948*

15. It was agreed that the request of NAFEL, in paragraph 10 of its letter, for
representation of the salt fish trade on the delegation which will proceed to
Ottawa was not one which the delegation was empowered to consider. The dele-
gation was appointed by His Excellency the Governor in Commission and
changes therein or additions thereto should be taken up through the proper
channels.

16. The contents of the last paragraph of the letter from NAFEL were consid-
ered to be of importance and, in order to enable the delegation to enquire more
closely into the matter, the Secretary was instructed to arrange for representa-
tives from NAFEL to meet the delegation at 3 p.m. for the purpose of a full
discussion thereon.

LETTER FROM ASSOCIATED NEWFOUNDLAND
INDUSTRIES LTD. DATED 6TH AUGUST, 19488

17. The Secretary was instructed to request Associated Newfoundland Indus-
tries L.td. to submit a detailed memorandum covering the various matters which
it wishes to discuss with the delegation. Upon receipt and examination of same,
the opportunity will be afforded their representatives to meet the delegation for
discussion thereon.

LETTER FROM BAY OF ISLANDS BUSINESSMEN'’S
ASSOCIATION DATED AUGUST 10TH, 1948’

18. The memorandums® attached to this letter covered a number of important
matters all of which were considered at length by the delegation as follows:

(i) Knowledge of date of Confederation.

(i1) Effect on the country in the interim period.

(ii1) Refund duties.

(iv) Subsidies, equalization and current domestic values.

Most of these points had already been discussed to some extent by the dele-
gation and will be taken up in more detail with the Secretary for Customs at an
carly date.

(v) Fisheries. The delegation proposes to discuss all aspects of the fisheries
with interested Government officials in accordance with the decision reached
earlier in the meeting as set forth in Minutes 12 and 13.

(vi) Freight Rates. No comment.

8aVoir le document 1035. 8aSee Document 1035.
8bSeulement un court extrait de ce mémoran- 8b0nly a short extract of this memorandum is
dum est reproduit au document 1038. reproduced as Document 1038.
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(vii) United States imports. It was agreed that this suggestion is deserving of
careful consideration and should be more fully explored with a view to the draw-
ing up of proposals for submission to the Canadian Government at the appropri-
ate time.

(viii) Government Agreements.

The Secretary was instructed to obtain a list of various Acts enacted by the
Government of Newfoundland to date granting or confirming agreements grant-
ing special tax concessions etc., to private parties. He was also asked to obtain a
statement showing, over the past two or three years, the total income tax paid to
the Newfoundland Government by (a) Mining Companies operating in New-
foundland and (b) Companics operating in Newfoundland whose main business
comprises the sale of electricity, steam and gas.

(ix) Personal Income Tax. It was agreed that this and other matters relative to
income tax should be discussed by the delegation with the Assessor of Taxes.

(x) Matters for consideration after Confederation.

These matters were noted bricfly by the delegation with particular regard to
(h) thereof. Mr. Smallwood recommended that a record should be made now of
the advisability of the delegation urging the Canadian Government to construct
airports at various strategic places throughout Newfoundland. He had good
reason to believe that they would react favourably to such a request although
they would not be prepared to include an undertaking to do so as one of the terms
of Confederation.

The Secretary was instructed to send an acknowledgement of this letter to the
Association.

LETTER FROM CIVIL SERVICE ASSOCIATION
DATED AUGUST 11TH, 1948'

19. The Secretary was instructed to send a reply to the Association clarifying
the points raised by them in this letter and enclosing copies of the Canadian Civil
Service Act and Superannuation Act together with the Constitution and Reports
of the Civil Service Association of Canada. It should be suggested to the Associa-
tion that they study these documents and they should also be informed that if,
after so doing, there are any further points which they may wish to take up with
the delegation, the delegation would be pleased to discuss them with representa-
tives of the Association in conjunction with the Secretary for Finance.

LETTER FROM THE BOARD OF TRADE
DATED THE 13TH AUGUST, 1948s¢

20. The Secretary was instructed to reply to this letter along the lines agreed in
Minute 17 in the case of the Associated Newfoundland Industries Ltd.

TELEGRAM FROM NFLD. FEDERATION OF LABOUR'

22. The Chairman referred to a telegram received by him from the Nfld. Fed-
eration of Labour in Convention at Grand Falls, copy of which had already

8<Voir ledocument 1039. 8cSee Document 1039,
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appeared in the local press. The nature of the reply to be sent thereto was
discussed.

683. NPA/GN 10

Extraits du procés-verbal d’une réunion de la délégation de
Terre-Neuve aux négociations des Conditions de I'union

Extracts from Minutes of a Meeting of the Delegation of
Newfoundland to the Negotiations of the Terms of Union

MINUTES OF THIRD MEETING HELD ON
THE 26TH AUGUST AT 3 P.M.

All members of the delegation were present. Messrs. W. F. Hutchinson and J.
Lawes, representing the Newfoundland Associated Fish Exporters Ltd. were also
in attendance.

DISCUSSION WITH NAFEL REPRESENTATIVES

23. The Chairman informed Messrs. Hutchinson and Lawes that the dele-
gation had before it their letter of the 2nd August 1948 wherein they referred to
(1) the matter of contracts concluded to date by NAFEL in connection with the
1948 marketing of salt codfish and the status of these contracts after the date of
Newfoundland’s entry into Confederation and (2) the possibility of Newfound-
land’s controlling its fish markets under Confederation. The delegation was ex-
tremely interested in both questions and had thought it advisable to call them in
for an informal discussion thereon.

24. With regard to the 1948 contracts the delegation was informed that justi-
fiably or otherwise, the decision of Newfoundland to join Canada as the tenth
Province had occasioned a certain amount of uncertainty amongst foreign buyers
of Newfoundland salt codfish. It was appreciated by NAFEL that up to the 31st
March 1949, the position of the organization was safeguarded but if, after that
date, it should cease to operate, then presumably it would be unable to complete
these contracts and the possibility of their failing to do so was presently causing
difficulties in foreign markets which could reasonably be expected to increase,
with the passage of time, unless buyers are given an assurance that the contracts
will be carried out. The situation might result in a lowering of prices for 1948
which, in turn might affect prices in 1949,

25. Members of the delegation assured Messrs. Hutchinson and Lawes that
they fully appreciated the position of NAFEL in this respect and were prepared
to do everything in their power to assist. Unfortunately the matter was one which
would have to be taken up with the Canadian Government and as this might not
be possible for some time, the delegation enquired whether a delay of a month or
so would result in any serious repercussions. Both representatives were of the
opinion that it would not, but stated that they would deeply appreciate it if the

delegation could arrange to have the matter receive priority upon its arrival in
Ottawa.
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26. With reference to the possibility of Newfoundland continuing to control its
foreign fish markets after Confederation, Mr. Lawes described briefly the highly
unsatisfactory marketing system in existence in this country some twelve or
fifteen years ago, and the various improvements thereto and changes therein
which were subsequently introduced, terminating with the creation of NAFEL.
He felt that these changes had helped immeasurably to stabilize the salt fish
industry and to obtain increased benefits for exporters and primary producers
alike and he was strongly of the opinion that it would be disastrous if, as a result
of Confederation all the progress which had been made to date were to be nulli-
fied practically overnight and the industry permitted to return to the chaotic
conditions previously existing.

27. Members of the delegation assured Messrs. Hutchinson and Lawes that
they were prepared to give sympathetic consideration to the representations
made by NAFEL and would keep them in mind in their future negotiations with
the Government of Canada. In order, however, that the delegation may have
sufficient information to enable it to present as strong a case as possible to the
Canadian authorities, Mr. Lawes undertook to submit a memorandum covering
in more detail the points mentioned in his letter of the 2nd August, together with
such other matters as he may wish to draw to the attention of the delegation. In
the preparation of this memorandum, he will consult the Chairman of the Fish-
eries Board so that he also may have an opportunity to place his views before the
delegation.

At this point Messrs. Hutchinson and Lawes withdrew.
TELEGRAM FROM NEWFOUNDLAND FEDERATION OF LABOUR

28. With further reference to this telegram, which was mentioned in Minute
22, the Chairman will draft a reply for the consideration of the delegation.

LETTER FROM THE BAVARIAN BREWING CO.
DATED 20TH AUGUST, 1948"

33. It was agreed that the question of Trademarks as referred to in this letter,
with which should be included copyrights and patents, should be discussed with
the Government of Canada and a strenuous effort made to have the final terms so
worded as to protect Newfoundland interests. Prior to proceeding to Ottawa the
delegation might request officials of the Newfoundland Department of Justice to
enquire into the problem in conjunction with responsible Canadian officials. The
Secretary was ordered to reply to the Company in the usual form.

684. NPA/GN 10

Procés-verbal d’'une réunion de la délégation de Terre-Neuve
aux négociations des Conditions de l'union

Minutes of a Meeting of the Delegation of Newfoundland
to the Negotiations of the Terms of Union
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MINUTES OF FOURTH MEETING HELD ON
THE 27TH AUGUST 1948 AT 10 A.M.

All members were present. Mr. J. G. Howell, Secretary for Customs was also
in attendance.

IMPORTATIONS INTO NEWFOUNDLAND

34. The Chairman informed Mr. Howell that the delegation had recently been
considering the question of the carry-over of stocks by merchants throughout
Newfoundland after the formal entry of Newfoundland into Confederation with
Canada and the hardships and losses which this may involve. The purpose of
calling him in for consultation was to ascertain whether there was any way, either
by payment of refunds of duty or otherwise, whereby such losses could either be
reduced or eliminated entirely.

35. Mr. Howell stated that his Department had also been studying this prob-
lem very closely but, to date, had been unable to find any completely satisfactory
solution to it. As far as drawbacks of duty were concerned, he was convinced that,
for reasons which he described in detail, this was absolutely impracticable. A
partial answer to the problem was to place goods in bonded warehouses from
which they could be withdrawn as and when required and duties paid thereon.
Unfortunately, the number of bonded warehouses throughout Newfoundland
was comparatively small and, although the Customs Department was only too
willing to designate such warehouses, there were certain regulations to be com-
plied with which had the effect of limiting their number. He admitted, upon
questioning, that the authorities might be prepared to relax these regulations to
some degree under the circumstances presently existing. He did not consider,
however, that a general relaxation would be approved but rather that each case
individually would have to be considered upon its merits. Mr. Winter suggested

that publicity should be given to these facts so that persons interested may be
aware of the position.

36. The suggestion was made that duties on importations from Canada should
be removed entirely at some date prior to Confederation or else reduced gradu-
ally over a period of months prior thereto. Mr. Howell pointed out, however, that
this would be tantamount to giving Canada preferential treatment which, by
reason of international agreements to which Newfoundland had subscribed, it
was prohibited from doing.

37. Mr. Smallwood was of the opinion that an announcement from the Com-
mission of Government to the effect that the present Customs duties on imports
from Canada would continue in effect until at least the 31st of March 1949,
would meet the situation. Importers would then govern themselves accordingly
and would certainly take steps to ensure that the stocks carried over by them

after the date of Confederation were so small as to reduce their losses to a
minimum.

38. Various problems confronting industry in Newfoundland in the matter of
stocks of coal, hay, feeds, repair parts and supplies for logging operations were
described by Mr. Gruchy and discussed at length. It was considered that in some
instances at any rate, these problems could be solved by the setting up of bonded
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warehouses but that in others, there appeared to be no alternative but for the
industrial companies to accept the fact that nothing could be done to assist them.
Mr. Howell requested Mr. Gruchy to approach Customs on behalf of his Com-
pany, to have the coal in their mill stockpile classified as being in bond, the duty
to be paid thereon only as and when withdrawals therefrom are made.

39. During the discussions Mr. Howell remarked that Customs revenue during
the months of April, May, June and July of the present year had decreased at the
rate of approximately $400,000 per mensem as compared with the same period in
1947. He stated that this decrease was due to many factors not the least of which
was the hesitancy of local importers to import goods in the usual quantities
because of the Confederation issue. The delegation was keenly interested in this
statement and felt that it provided a valuable argument to persuade the Govern-
ment of Canada to increase its proposed transitional grants to Newfoundland to
reimburse the Province for this loss of revenue. It was agreed that the matter
should be further investigated.

SHIPPING

40. Mr. Howell undertook to prepare, upon receipt of a request therefor in
writing from the Secretary, a brief dealing with shipping operations in New-
foundland at the present time so as to enable the delegation to compare existing
conditions with the conditions which will become applicable after Confederation,
and thus seek from the Government of Canada any concessions or safeguards
which may be necessary to protect Newfoundland’s interests.

41. The Secretary was also requested to obtain from Mr. Nelson Halfyard,
Department of Public Works, information regarding the type of licence or ticket
issued to, the qualifications, etc., required by and the terms of employment of
officers, masters, mates, seamen, radio operators, stewards and other persons
engaged in the Newfoundland maritime industry.

42. At this time Mr. Howell retired from the meeting.

LETTER FROM PRIME MINISTER OF CANADA DATED 29TH OCTOBER, 1947

43. Following the reading of this letter by the Secretary, Mr. McEvoy drew
attention to the last six lines of paragraph 1 thereof which, in his opinion, testified
to the soundness of his recommendation that an advisory committee be appointed
immediately to assist the delegation to obtain complete and comprehensive infor-
mation on all the issues involved in Confederation.

CLAUSE | OF GREY BOOK?®

44. Nocomment.

CLAUSE 2 OF GREY BOOK

45. The Chairman stated that this clause required rewording and this fact was
noted for future guidance.

CLAUSE 3 OF GREY BOOK

46. Nocomment.

9Voir I'annexe 4 la piéce jointe, document 442. 9See sub-enclosure, Document 442. The mimeo-
Les polycopies de ce document avaient une cou-  graphed copies of this document had a grey
verture grise. cover.
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CLAUSE 4 OF GREY BOOK

47. Mr. Crosbie requested that a note be made of the necessity of ascertaining
from the Government of Canada at the appropriate time the classes and catego-
ries of persons to whom the various benefits described in this clause would or
would not be applicable. He was thinking particularly of Newfoundlanders who
had recently returned to Newfoundland to resume permanent residence or who
may do so after Confederation and felt that it was important to have the position
in respect of such persons thoroughly clarified.

The meeting adjourned at 1.00 p.m.
J. G. CHANNING Secretary
Confirmed. A. J. WALsH Chairman

68S. NPA/GN 10

Procés-verbal d’une réunion de la délégation de Terre-Neuve
aux négociations des Conditions de I'union

Minutes of a Meeting of the Delegation of Newfoundland
to the Negotiations of the Terms of Union
MINUTES OF FIFTH MEETING HELD ON
THE 27TH AUGUST, 1948, AT 2.30 P.M.
All members were present.

TELEGRAM FROM NEWFOUNDLAND FEDERATION OF LABOUR

48. A reply to the above-mentioned telegram, drafted by the Chairman, was

amended in certain respects and ordered to be transmitted immediately.
CLAUSE 5 (1) OF GREY BOOK

49. It was not considered that the services described in this sub-clause should
include the Clarenville ships which are operated by the Railway on an agency
basis. These ships are Newfoundland Government property and, if they are taken
over by the Canadian Government, the Newfoundland Government should be
reimbursed therefor at their current market value. The suggestion was also made
that, if they were so taken over, an effort should be made to obtain an undertak-
ing from the Canadian Government to operate them in the Newfoundland trade.
Mr. Smallwood stated that the question of the disposal of the Clarenville ships
was not settled definitely in earlier negotiations with Canada. He thought it

would be advisable for the delegation to prepare a case for their retention by
Newfoundland.

50. With regard to the possibility of the Canadian Government extending the
present railway and steamship services to include areas throughout the Island not
at present enjoying these facilities, this matter was discussed at length but no
particular decision was reached thereon as it was felt that Canada would un-
doubtedly do so if investigation showed that such extension was necessary for the
welfare and development of these areas.

51. During the discussion on this sub-clause, Mr. Smallwood mentioned that
when the proposed terms of Confederation were being discussed in the National
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Convention, it was necessary to submit a number of supplementary questions to
the Canadian Government. These questions, and the answers received thereto,
were mimeographed and he requested the Secretary to obtain copies for the use
of the delegation.

CLAUSE 5 (2) OF GREY BOOK
52. Nocomment.

CLAUSE 5 (3) OF GREY BOOK
53. Nocomment.

CLAUSE 5 (4) OF GREY BOOK
54. Nocomment.

CLAUSE 5 (5) OF GREY BOOK
55. Nocomment.

CLAUSE 5 (6) OF GREY BOOK

56. The Chairman explained, for the information of members, that the New-
foundland Government is occupying a number of buildings in St. John’s as offices
for different government services under an arrangement with the British Admi-
ralty which provides that the Government may use these buildings but that, in
the event of an emergency such as war, the Admiralty has the right to repossess
them for its own use without further notice. It was agreed that if, after Confeder-
ation, the British Admiralty should turn over the control of these buildings to the
Canadian Government, an undertaking should be given to Newfoundland by that
Government that this arrangement will continue in effect.

CLAUSE 5 (7) OF GREY BOOK
57. Nocomment.

CLAUSE 5 (8) OF GREY BOOK

58. This clause will be reconsidered following the submission of the memoran-
dum now being prepared by NAFEL (see Minute 27) and in consultation with
responsible Newfoundland Government officials.

NEWFOUNDLAND RAILWAY AND STEAMSHIP SERVICES

59. Referring back to the discussion earlier in the meeting regarding the New-
foundland Railway (see Minutes 49 and 50) it was agreed that, in view of the
importance of this matter, the General Manager should be called in for interview
by the delegation without delay. The Secretary was instructed to arrange this
interview for the 31st day of August 1948 at 10.00 a.m. and to inform Mr.
Russell that the delegation wished to consult him with particular reference to
clause 16 (2) and clause 16 (3) of the Grey Book, railway pensions, purchases of
rolling stock and other equipment, the Railway Renewals Fund and the loan
made to the Railway by the Newfoundland Government some years ago. The

delegation would also be glad to discuss any points which he himself may wish to
raise.

CLAUSE 5 (9) OF GREY BOOK

60. This clause will be reconsidered following the receipt of the comments of
the Department of Natural Resources on Mr. A. W. Bentley’s letter of the 16th
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August, 1948 (see minute 30)' and in consultation with officials of that
Department.

CLAUSE 5 (10) OF GREY BOOK

61. In discussing this clause, the position regarding the numerous small “fish-
ermen’s wharves,” launchways etc., throughout the Island was considered. It was
assumed, in view of Clause 8 (4) of the Grey Book, that the Government of
Canada would be responsible for the maintenance etc., of the services but it was
agreed that the matter should be taken up with Ottawa for clarification.

CLAUSE 5 (11) OF GREY BOOK

62. With regard to this particular clause, the Chairman felt that if the Cana-
dian Government could be persuaded to build a number of marine hospitals in
Newfoundland it would take considerable pressure off Cottage Hospitals.

63. The Chairman also pointed out that, at present, the Newfoundland Gov-
ernment pays no Customs duties on medical supplies and equipment imported
direct for governmental use. Under Confederation, on the other hand, the Provin-
cial Government will be required to pay duties on all such supplies imported from
countries other than Canada and this may well entail considerable expenditures
by the Government. Mr. Crosbie considered that that was an additional reason
why the Canadian Government should agree to increase the transitional grant as
already discussed. (see Minute 39).

CLAUSE 5 (12) OF GREY BOOK

64. Mr. Smallwood recommended that the delegation should endeavour to
obtain an understanding from the Canadian Government that when the Broad-
casting Corporation of Newfoundland is taken over by C.B.C. it will not, for
obvious reasons, be used for the premature “Canadianization” of the people of
Newfoundland but that, on the contrary, it will be permitted to retain its essen-
tially Newfoundland character. This recommendation was noted.

65. The Chairman enquired whether the Newfoundland Government, after
Confederation, would be required to pay C.B.C. for time over the local stations
for Governmental programmes such as those now broadcast through B.C.N. This
question will be taken up by the delegation in Ottawa and, if necessary, an effort
made to obtain special concessions for Newfoundland in this respect.

66. The Chairman also drew attention to the fact that when the original loan
was made by the Newfoundland Government to the Broadcasting Corporation it
was stipulated that, from any profits made by the Corporation, a sinking fund
was to be established. When this fund reached a certain figure, any surplus over
and above that figure was to be repaid to the Government. The fund has long
since exceeded the limit originally set but the Government has permitted the
Corporation to retain the surplus in order to enable it to expand its system. He
felt that there was justification for the Newfoundland Government to request
repayment of this money, in accordance with the terms of the original Agree-
ment, after the Corporation has been absorbed by the C.B.C. The Chairman
agreed to obtain a statement regarding this fund from the Secretary for Finance.

CLAUSE 5 (13) OF GREY BOOK

67. Nocomment.



1022 LA CONFEDERATION ET APRES

CLAUSE 6 OF GREY BOOK

68. It was agreed that the Canadian Government should be requested to give a
definite undertaking as to the minimum number of county courts which it will
establish in Newfoundland following Confederation. At the present time the
delegation is unable to determine what this minimum should be but it was antici-
pated that it would not be less than six or seven courts.

CLAUSE 7 OF GREY BOOK
69. The discussion on this clause was not recorded.
CLAUSE 8 (1) OF GREY BOOK

70. It was agreed that the Canadian Government should be requested to as-
sume the cost of three steamships rather than two as provided for in this clause.

71. The position regarding the purchase of new rolling stock and other equip-
ment will be discussed with the General Manager of the Railway (see Minute
59).

CLAUSE 8 (2) OF GREY BOOK

72. It was considered that, in addition to reimbursing Newfoundland for the
buildings and equipment described in this Clause, the Canadian Government
should also be requested to reimburse Newfoundland for R.A.F. buildings, etc.,
purchased in 1947-48 valued at $200,000. Since the terms of Confederation were
first discussed in 1947, the Newfoundland Government has also incurred consid-
erable expenditure on repairs and extensions, etc., to runways, on the setting up
of stocks of coal, food, etc., and on various other undertakings. It is possible that a
good case can be made for the repayment of this expenditure also and, in order to
enable the delegation to explore the matter further, the Secretary was instructed
to arrange for Messrs. Pattison'0 and Sparry to come in from Gander for consul-
tation at 10.00 a.m. on the 30th August, 1948.

CLAUSE 8 (3) OF GREY BOOK
73. Nocomment.

CLAUSE 8 (4) OF GREY BOOK
74. Nocomment. (see Minute 61).

CLAUSE 8 (5) OF GREY BOOK
75. Nocomment.

CLAUSE 8 (6) OF GREY BOOK
76. Nocomment. (see Minute 49).

CLAUSE 8 (7) OF GREY BOOK
77. Nocomment.

CLAUSE 8 (8) OF GREY BOOK
78. Nocomment.

CLAUSES 8 (9) AND 8 (10)

79. These clauses were considered to require elaboration in order to provide
that ownership of Public Buildings used primarily for Provincial services should

10Directeur de I'aviation civile de Terre-Neuve. 10Director of Civil Aviation of Newfoundland.
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be retained by the Provincial Government and of those primarily used for Federal
services by the Government of Canada.

The meeting adjourned at 5.00 p.m.
J. G. CHANNING Secretary
Confirmed. A. J. WALSH Chairman

686. NPA/GN 10

Extraits du procés-verbal d’une réunion de la délégation de
Terre-Neuve aux négociations des Conditions de I’'union

Extracts from Minutes of a Meeting of the Delegation of
Newfoundland to the Negotiations of the Terms of Union
MINUTES OF SIXTH MEETING HELD ON THE
28TH OF AUGUST, 1948, AT 10.00 A.M.

All members were present with the exception of Mr. McEvoy.

CLAUSE 9 OF GREY BOOK
81. For the benefit of members, Mr. Smallwood described the negotiations and
discussions leading up to the inclusion of this clause in the Terms of Confedera-
tion and the reasons underlying its inclusion.
ISSUE OF PUBLIC NOTICE REGARDING WORK OF DELEG ATION

82. It was ordered that notice of the appointment of Mr. Channing as Secre-
tary to the Delegation should be issued to the public and that such notice should
also state that any persons wishing to submit representations to the Delegation on
any matter connected with its work should do so in writing to him.

CLAUSE 10 OF GREY BOOK
83. Nocomment.[ ... ]

CLAUSE 11 (1) OF GREY BOOK

84. Mr. Smallwood informed members that the amount to be paid to the Prov-
ince of Newfoundland on the basis of “80 cents per head of the population”
would be based on the population of Newfoundland in 1942 (which would have to
be estimated, in the absence of accurate data thereon) and would continue at that
figure until 1952 when a new census would be compiled.

CLAUSE 11 (2) OF GREY BOOK

85. Mr. Smallwood stated that the amount of the subsidy to be paid New-
foundland as specified in this Clause was higher proportionately than that paid to
any of the Maritime Provinces. He explained the basis on which the amount of
the subsidy paid to these Provinces was calculated and said that if this same basis
were to be applied to Newfoundland, the subsidy would not exceed $900,000. In
order to avoid any possible repercussions in the Maritime Provinces, the words
“and in recognition of the special problems created for the Island Province of
Newfoundland by geography and a sparse and scattered population” had been
included in the clause. There was absolutely no possibility, in his estimation, of
having the amount of the subsidy increased.
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86. The Chairman, in review, said that the position apparently was that the
amount of $1,100,000 specified in the Clause was made up of (i) an amount
based on the Maritimes Awards Act and (ii) an additional amount over and
above that Act granted by the Canadian Government for reasons applicable to
Newfoundland only and to no other Province. The amount under (i) was fixed by
Statute but evidently (ii) was not and he wondered whether it would not be
advisable to have it so fixed.

CLAUSE 12 GREY BOOK

87. It was agreed that the Government of Canada should be requested to ex-
tend the period within which the option to enter a tax agreement must be exer-
cised, from “six months” to “nine months” after entry into Confederation
because of possible delays in holding Provincial elections in Newfoundland, and
arranging for an early session of the Provincial Legislature to consider this ques-
tion after the date of union.

88. It was further agreed that when final negotiations were being conducted in
Ottawa the terms agreed upon should be so worded as to make it unequivocably
clear that Newfoundland was being given the right only to enter into a tax
agreement but was in no wise obligated to do so. Whether or not this right was
eventually exercised was a matter for the Provincial Government to decide.

89. Mr. Smallwood explained the significance and effect of subsection (2) of
this Clause in the event that members had not had an opportunity to study it.

CLAUSE 13 OF GREY BOOK

90. The Chairman enquired as to the exact basis upon which the scale of dimin-
ishing Transitional Grants set forth in this Clause was calculated. Mr. Small-
wood, in reply, informed him that no fixed basis was followed in this respect. In
the early negotiations in Canada, the amount of the Transitional Grant to be paid
to Newfoundland and the amount of subsidy under Clause 11 (2) varied consid-
erably from time to time. At first, the former was much lower and the latter much
higher than as at present provided. As negotiations continued, however, the
subsidy under Clause 11 (2) was decreased to its present figure and, in order to
compensate for this reduction, the Transitional Grant was increased up to the
point set forth in Clause 13.

91. The Chairman stated that it appeared to him that the Canadian Govern-
ment, in drawing up this scale, evidently assumed that the Transitional Grant
and other payments from Canada, together with such revenue as the Provincial
Government of Newfoundland might otherwise collect, would be sufficient to
support the Province. The Canadian Government must also have anticipated
that, as the grant diminished, the Province would increase its revenue by new or
additional taxation. He suggested that if evidence could be submitted to Canada
showing beyond doubt that the Transitional Grant plus these payments and other
revenue collected was not sufficient to support the Province during its early stages
or that it was impossible, for various reasons, to impose new taxation or to in-
crease existing taxation, then Newfoundland was justified in requesting that the
Transitional Grant should be placed on a higher scale, e.g. $5,000,000 for the
first three years decreasing thereafter at the rate of $500,000 annually.
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92. Mr. Smallwood felt that Canada would be prepared to give favourable
consideration to a request of this nature but not if it was founded on the conten-
tion that Newfoundland’s “fiscal needs” were such as to warrant an increase in
the Grant. The Federal Government of Canada has consistently refused any
requests from the Provinces for additional monies for the express purpose of
meeting their fiscal needs and would undoubtedly adopt the same attitude tow-
ards Newfoundland. True, in some cases Provinces have received additional
grants from the Government for this reason, but the purposes for which the
grants were made have been so well camouflaged in the Annual Estimates as to
defy detection and the Federal Government has exercised every precaution to
conceal the fact so as to avoid trouble with other Provinces. If the delegation is to
be successful in its negotiations in this respect, it must devise some formula or
present some argument in support of its request which is apparently applicable to
Newfoundland only, although, in fact, it need not necessarily be.

93. The Chairman considered that the argument already given in Clause 13 for
the present scale could be applied with equal accuracy and force to any increase
therein, i.e. “to facilitate the adjustment of Newfoundland to the status of a
province and the development by Newfoundland of revenue-producing services.”

94. Mr. Bradley was of the opinion that a strong case for increasing the Grant
in the first year of Confederation, at least, was to be found in the statement of the
Secretary for Customs that Customs revenue had been decreasing at a high rate
due in part to the hesitancy of local importers to import goods in the usual
quantities because of the Confederation issue. (See Minute 39). Equally strong
arguments could be advanced in favour of an increase in the Grant for other
years, some of which the delegation had already discussed.

95. The Chairman said that the delegation’s hand would also be strengthened
considerably if it could be shown that the figures of revenue and expenditure set
forth on page 16 of the Grey Book were incorrect and that, in actual fact, the
Government of Canada would spend less money in Newfoundland and receive
more money from Newfoundland than was estimated. This view met with gen-
eral approval. As far as Canada’s expenditures in Newfoundland are concerned,
the delegation had already discussed ways and means whereby these could con-
ceivably be less than estimated. With regard to revenue received by Canada from
Newfoundland, it was difficult at present to ascertain the true situation. The only
figures available on the matter were those prepared by the Canadian Government
which various members were not prepared, ipso facto, to accept as correct. It was
agreed that these figures would have to be thoroughly checked before further
progress could be made along these lines.

96. Mr. Smallwood doubted that the situation envisaged by the Chairman in
Minute 95 above, even if it could be substantiated by irrefutable evidence, would
carry much weight with the Government of Canada as regards increasing the
Transitional Grant. Other members of the delegation, however, felt that, whether
it would or not, it would at least dispel the belief, so widely held throughout
Canada and elsewhere and which well may place the delegation at a decided
disadvantage in its subsequent negotiations, that Canada is being extremely

generous to Newfoundland in the terms of Confederation which it has offered to
us.
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PROPOSED RENTAL OF LABRADOR’S NATURAL
RESOURCES TO THE CANADIAN GOVERNMENT

97. As aresult of a lengthy discussion on this proposal, which was put forward
by Mr. Crosbie for the consideration of the members, it was agreed that no action
should be taken thereon by the delegation. Arguments advanced most forcefully
against the proposal by Mr. Gruchy, particularly from the viewpoint of Labra-
dor’s timber resources and their value to Newfoundland, were of great interest
and assistance to the members in their discussions on the matter.

687. NPA/GN 10

Procés-verbal d’une réunion de la délégation de Terre-Neuve
aux négociations des Conditions de I'union

Minutes of a Meeting of the Delegation of Newfoundland
to the Negotiations of the Terms of Union
MINUTES OF SEVENTH MEETING HELD ON THE
28TH DAY OF AUGUST AT 2.30 P.M.

All members were present with the exception of Messrs. McEvoy and Crosbie.
CLAUSE 14 OF GREY BOOK

98. This clause met with general approval by reason of the fact that it pre-
sented an avenue of approach to Newfoundland to renegotiate with the Govern-
ment of Canada during the transition period if it found that it was unable to
operate as a Province on a sound financial basis.

VISIT OF CANADIAN OFFICIALS TO NEWFOUNDLAND

99. The Chairman reported that he had been informed by the acting High
Commissioner for Canada that various Canadian officials would be coming to
Newfoundland next week for discussions with local Government officials on mat-
ters arising out of the entry of Newfoundland into Confederation.

CLAUSE |5 OF GREY BOOK

100.No comment.
CLAUSE 16 OF GREY BOOK

101.Sub-section (3) of this clause was noted with satisfaction as it was felt by
members that the treatment of through traffic moving between North Sydney
and Port-aux-Basques as all rail traffic would be of considerable advantage to
Newfoundland. Mr. Winter pointed out, however, that the Maritime Freight
Rates Act, 1937, applied solely to railway traffic and consequently the benefit of
it would be enjoyed only by those areas accessible by rail. A large part of New-
foundland, on the other hand was accessible only by steamship and presumably
would benefit very little, if at all. He enquired whether there was any possibility
of the Canadian Government extending the Act to the Newfoundland Steamship
service on the grounds that, whilst the Maritime Provinces were serviced by more
than one railway, Newfoundland was not and therefore, because of its lengthy
coastline and numerous isolated areas, was forced to use steamships for the
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carriage of freight to a greater extent than these Provinces. Mr. Smallwood
thought that there was very little chance of Canada agreeing to a request of this
nature because of the dissension which it might arouse in the Maritime Provinces
but agreed that the suggestion should be kept in mind for further consideration.

102.Mr. Gruchy pointed out that the Grey Book contained no reference either
in clause 16 or elsewhere, to passenger and express rates. He presumed that, as a
Province Newfoundland would be governed by such legislation or other arrange-
ments as may exist in Canada respecting these matters but he felt that a definite
provision to this effect should be included in the terms so that there could be no
doubt on the point.

103.During discussions as set forth in Minutes 101 and 102 above, Mr. Small-
wood referred members to page 67 Vol. 11 of the Black Book!' containing a
memorandum prepared by responsible Canadian Government officials with re-
gard to the operation of the Newfoundland Railway and Steamship Service by
Canada after the entry of Newfoundland into Confederation. This memorandum
was read by the Chairman and it was agreed that detailed consideration thereof
should be deferred until the delegation held its proposed consultation with the
General Manager of the Railway.

CLAUSE 17 OF GREY BOOK

104.This clause was considered to be in order in so far as it applied to employees
of the Government other than those of the Newfoundland Railway. It was agreed
that, in the case of Railway employees the clause would probably require amend-
ment, but that the exact nature of such amendment and the matter of railway
pensions generally should be discussed with Mr. Russell.

CLAUSE 18 OF GREY BOOK
105.No comment.
CLAUSE 19 OF GREY BOOK
106.The Chairman questioned the wording of this clause and recommended
that, before any definite decision was made regarding it, the delegation would be
well advised to submit it to the Secretary for Education and his Executive Offi-
cers for their examination and comments. The Secretary was instructed to pro-
ceed accordingly.
CLAUSE 20 OF GREY BOOK
107.No comments.
CLAUSE 2] OF GREY BOOK

108.1t was agreed that the penultimate line of this clause should be amended so
as to render “the authority of the Parliament of Canada” unnecessary in the

1"Nom qu’on avait donné, a cause de la couleur !"Name given, because of the colour of the
de la couverture, aux deux volumes polycopiés, cover, 1o the two mimeographed volumes, Re-
Rapport des entretiens des délégués de la Con-  port of Meetings between Delegates from the
vention nationale de Terre-Neuve et des repré-  National Convention of Newfoundland and
sentants du gouvernement canadien. Voir le do-  Representatives of the Government of Canada.
cument 421. See Document 421.
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event that present legislation respecting the manufacture and sale of oleomarga-
rine throughout Canada is repealed or declared unconstitutional.

CLAUSE 22 OF GREY BOOK

109.Noted.
CLAUSE 23 (1) OF GREY BOOK
110.Members were in some doubt as to who, exactly, constituted the “people of
Newfoundland” but it was felt that this was a matter for the Government of
Canada to determine and define.
CLAUSE 23 (2) OF GREY BOOK
111.Consideration was given to the question whether the word “authorities” as
used herein was applicable to the Newfoundland Fisheries Board. The Chairman
felt that this was a legal question which should be referred to the Justice Depart-
ment for interpretation. He thought that it would be extremely advisable to have
a representative of that Department accompany the delegation to Ottawa for
consultation on any legal matters which may arise and to retain the services in
Ottawa of a Canadian expert in Constitutional Law.
CLAUSES 23 (3) AND 23 (4) OF GREY BOOK

112.No comment.
CLAUSE 23 (5) OF GREY BOOK

113.The Chairman asked how the rights of Newfoundland under the Air Tran-
sit Agreements and the Goose Bay Airport Act would be affected by this clause
and stated that this was a matter which could have to be brought up for discus-
sion in Canada at the appropriate time.

The meeting adjourned at 4.50 p.m.
J. G. CHANNING Secretary
Confirmed. A. J. WaLsH Chairman

688. NPA/GN 10

Extraits du procés-verbal d'une réunion de la délégation de
Terre-Neuve aux négociations des Conditions de I'union

Extracts from Minutes of a Meeting of the Delegation of
Newfoundland to the Negotiations of the Terms of Union
MINUTES OF EIGHTH MEETING HELD ON THE
30TH OF AUGUST, 1948, AT 10.00 A.M.
All members were present. Messrs. Pattison and Sparry, Gander Airport, were
alsoin attendance.

GANDER AIRPORT

118.The Chairman informed Messrs. Pattison and Sparry that the delegation
had recently been considering clause 8 (2) of the Terms of Confederation, as
contained in the Grey Book, with reference to the transfer of Gander Airport to
Canada after Confederation. Whilst doing so, various points had suggested
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themselves to the delegation which, it was felt, should be discussed in Ottawa
before final terms were negotiated and it was to obtain their views thereon that
they had been called in for consultation. He read clause 8 (2) for their informa-
tion and listed some of the additional points arising therefrom which the dele-
gation had considered, as follows:

(i) the purchase of R.A.F. buildings by the Airport at a cost of $200,000,
which was not known to the National Convention delegation during its negotia-
tions with Canada in 1947,

(i1) capital expenditures incurred by the Airport in connection with its opera-
tions in recent years, such as repairs and extensions to buildings, runways, etc.,
and

(iii) the setting up of stocks of coal, food, etc.,

123.Mr. Gruchy asked that Messrs. Pattison and Sparry prepare a brief setting
forth any points in connection with the transfer of the control of the airport to
Canada which they considered should be brought to the attention of the dele-
gation or might be of assistance to it in the course of its forthcoming negotiations
in Ottawa. Amongst other matters, this brief should include (i) a statement of all
sums which in their opinion Canada should repay to Newfoundland and their
reasons therefor and (i1) a note on the present position at the airport regarding
any concessions given or leases, etc., issued to other parties, and their recommen-
dations as to the continuance or otherwise thereof under Confederation. Mr.
Gruchy thought that the delegation should endeavour to obtain every possible
benefit for Newfoundland following the transfer of the airport and asked Messrs.
Pattison and Sparry to keep this objective in mind in the preparation of this brief.

132.The question of Fifth Freedom Traffic'2 and Canada’s policy regarding
same were raised by Mr. Pattison and discussed at length. He was asked to cover
this and any other problems of a similar nature which may occur to him, in the
brief mentioned above.

133.The position regarding the construction and maintenance of roads within
the airport area was considered from the viewpoint of Canada’s liability therefor
after Confederation. It was agreed that Canada should be required to assume
responsibility for the maintenance, etc., of such roads and to enable the dele-
gation to determine the exact area involved, the Secretary was instructed to
obtain a description of the boundaries of the airport from the Secretary for Public
Utilities together with an Abstract of Title to the lands comprised therein.

12Voir la référence 2 du document 1068 du volu- 12See footnote 2 of Document 1068 in Volume 1.
mel.
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689. NPA/GN 10

Procés-verbal d’une réunion de la délégation de Terre-Neuve
aux négociations des Conditions de I'union

Minutes of a Meeting of the Delegation of Newfoundland
to the Negotiations of the Terms of Union
MINUTES OF NINTH MEETING HELD ON THE

31ST AUGUST, 1948, AT 10.00 A.M.

All members were present. Messrs. Russell’? and Marshall'4 were also in
attendance.
NEWFOUNDLAND RAILWAY

134.The Chairman, on behalf of the delegation, requested Mr. Russell to sub-
mit his views on the difficulties and problems which may arise at Ottawa during
negotiations with respect to the Newfoundland Railway and Steamship Services.
Mr. Russell gladly consented to do so and, for the purpose of facilitating matters,
referred members to page 67 of Vol. II of the Black Book as follows:

(i) Administration

It was considered that the Newfoundland Railway should have a higher status

than that of a division of the Atlantic Region and that in addition, the officer in
charge in St. John’s should be of higher rank than Divisional Superintendent.
The delegation agreed with this view and will prepare a case in support thereof
for presentation to the Government of Canada.

(i1)) Freight Rates

Mr. Russell stated that the treatment of freight moving from North Sydney to

Port-aux-Basques as all-rail traffic, together with the application of current Ca-
nadian freight rates, will cut the present Newfoundland rates in half and will be
of considerable benefit to Newfoundland generally. Unfortunately North Sydney
cannot handle all of our imports from Canada, and as a result a large proportion
will still have to be carried by steamship at existing rates. To eliminate this and to
ensure that those areas of Newfoundland which are serviced entirely by steam-
ship will receive the benefit of reduced freight rates in the same proportion as the
areas accessible to the railway, it will be necessary either to subsidize our steam-
ship service or to endeavour to have the Maritime Freight Rates Act so extended
as to make it applicable to the Steamship Services. The delegation had already
noted this point for further consideration.

(iii)) Passenger and Express Rates
The view was again expressed that the position with regard to passenger and
express rates under Confederation should be clearly set forth in the final Terms.
(iv) Condition of Property

Mr. Russell agreed that the cost involved in rehabilitating the railway, as set
forth in this section, was by no means over-estimated but on the contrary ap-

3Directeur général du chemin de fer de Terre- 13General Manager of Newfoundland Railway.

Neuve.
14Secrétaire aux Finances de Terre-Neuve. 14Secretary for Finance of Newfoundland.
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peared to be somewhat low. At this point there was considerable discussion with
regard to expenditure on capital account by the railway in recent years such as
purchase of new rolling stock, re-railing and other improvements, building of
bridges, setting up of stocks of supplies etc. Reference was also made to the loan
of approximately $1,250,000 to the Railway by the Newfoundland Government
and to the Railway Renewals Fund. At the request of the delegation Mr. Russell
undertook to prepare a brief on these matters and to include therein his recom-
mendations, as to the extent to which the Canadian Government should compen-
sate the Newfoundland Government therefor at the time it assumes control of the
railway.
(v) Steamships

It was agreed that it would be difficult to justify a claim for payment on
account of the “Cabot Strait” in view of the fact that the vessel was in operation
at the time the Terms of Confederation were first being discussed. Mr. Russell
pointed out that the number of vessels operated by the Railway was 11 and not 19
as stated in this section. The Clarenville ships were not owned by the Railway but
were merely operated on a commission basis for the Newfoundland Government.

PENSIONS

135.1n view of the fact that employees of the Newfoundland Railway were not
entitled to any pension “under Newfoundland law,” it was agreed that the word-
ing of Clause 17 of the Grey Book should be amended so as to ensure that the
provisions thereof would be extended to them. It was also agreed that an en-
deavour should be made to have Canada assume responsibility both for the
payment of pensions to employees of the Railway already superannuated and
also for payment of pensions, in the case of future pensioners, in respect of the
part of their pension which relates to services with the Newfoundland Railway
prior to Confederation. Mr. Russell was asked to consider this matter and submit
any recommendations he may wish to make regarding it.

136.Mr. Crosbie asked if a similar undertaking could be obtained from Canada
in the case of other services to be taken over.

SHIPMENTS OF FISH FROM HALIFAX TO WEST INDIES

137.Mr. McEvoy stated that Maritime exporters shipping fish from Halifax to
the West Indies can land fish in the West Indies at $1.00 per quintal less than
Newfoundland exporters. He considered that an effort should be made to have
this service extended to Newfoundland so as to place Newfoundland on a compa-
rable basis with the Maritimes. ’

. .. The meeting adjourned at 1.00 p.m.

J. G. CHANNING Secretary
Confirmed. A. J. WALSH Chairman

690. NPA/GN 10
Extraits du procés-verbal d’une réunion de la délégation de
Terre-Neuve aux négociations des Conditions de I'union

Extracts from Minutes of a Meeting of the Delegation of
Newfoundland to the Negotiations of the Terms of Union
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MINUTES OF TENTH MEETING HELD ON THE
31ST OF AUGUST, 1948, AT 2.30 P.M.

All members were present. The Assessor of Taxes was also in attendance.

The Chairman explained to Mr. Allen that he had been requested to appear
before the delegation so that members could obtain his views regarding the
accuracy or otherwise of the figures with regard to taxes contained in Vol. I of the
Black Book (p. 116) and on p. 16 of the Grey Book under the heading of “Proba-
ble Federal Revenue.”

PERSONAL INCOME TAX

138.Mr. Allen stated that some of the figures set forth on p. 116 of Vol. I of the
Black Book were incorrect. The correct figures were quoted by him for the infor-
mation of the delegation.

139. With reference to the probable revenue of $3,200,000 from personal in-
come tax shown on p. 16 of the Grey Book, Mr. Allen said that he had not yet had
an opportunity to go into this matter thoroughly but at the moment and as a
result of the somewhat incomplete examination he had been able to make, he
thought that the actual revenue from this source would be in excess of $5,000,-
000. He stated briefly his reasons for this estimate and undertook to enquire into
the matter more closely in an effort to arrive at as accurate a figure as possible.

CORPORATE INCOME TAX (INCLUDING WITHHOLDING TAX)

142.The figure of $7,500,000 shown in the Grey Book in this respect was, in Mr.
Allen’s opinion, reasonably correct. For the year 1945, Newfoundland collected
$7,753,370 from this source and for 1946, $7,662,031. He had no reason to
anticipate that collections in the immediate future would be less than $7,500,000
and considered that they may well be somewhat higher.
SUCCESSION DUTIES

143.Mr. Allen thought that the figure of $320,000 from succession duties was
over-estimated. Under existing rates Newfoundland collected $300,000 from this
source. Under Canadian rates, however, estates up to $50,000 are exempt from
taxation with the result that the revenue under Confederation will be less than as
at present. Mr. McEvoy asked whether, in the event that Newfoundland signed
the Tax Rental Agreement, the Provincial Government would be permitted to
impose an inheritance tax. An examination of the Agreement revealed that this
would not be permissible.

POSITION AT TIME OF ENTRY INTO CONFEDERATION

144.The problems that would confront Newfoundland taxpayers at the time of
entry into Confederation and the consequent change-over from the present
method of payment to the “‘pay as you go” system was discussed at length. Mr.
Allen stated that when the change-over came in Canada, the Federal Govern-
ment forgave one-half of the taxes due for the year immediately preceding. The
circumstances were somewhat different in Canada, however, than they would be
in Newfoundland and he doubted if this procedure would be effective. Various
suggestions were put forward by members to overcome the difficulties which will
undoubtedly arise in this respect but, upon close examination, it was found that
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none of them achieved the results which the delegation had in mind viz. (i) relief
to the taxpayer from double taxation, and (ii) no loss of revenue to the Province.
It was agreed that Mr. Allen should discuss this matter with Mr. Mitchell Sharp
of the Canadian Government upon his arrival in Newfoundland shortly and
submit his recommendations thereon to the delegation at a later date.

LIFE AND FIRE INSURANCE TAXES

145.The comments of Mr. Allen regarding the collection of these taxes by his
Department were noted by members.

146. At the request of the Chairman, Mr. Allen undertook to put up a memoran-
dum on the various matters discussed with him by the delegation and such other
matters relative to Income Tax etc., as he may consider of interest.

691. NPA/GN 10 438(20)

Le président, la Commission des pécheries de Terre-Neuve, au secrétaire,
la délégation de Terre-Neuve aux négociations des Conditions de I'union

Chairman, Newfoundland Fisheries Board, to Secretary, Delegation
of Newfoundland to the Negotiations of the Terms of Union

St. John’s, September 1, 1948

Dear Sir,

I enclose herewith, for use of the Delegation, ten copies of “Notes Prepared by
the Newfoundland Fisheries Board for Consideration in Discussions of Fishery
Matters between Canada and Newfoundland (Memorandum No. 1).”

Yours very truly,
R. GUSHUE
[PIECE JOINTE/ENCLOSURE]

Extraits d’'un mémorandum de la Commission des pécheries de Terre-Neuve

Extracts from Memorandum by Newfoundland Fisheries Board

NOTES PREPARED BY THE NEWFOUNDLAND FISHERIES BOARD
FOR CONSIDERATION IN DISCUSSIONS OF FISHERY MATTERS
BETWEEN CANADA AND NEWFOUNDLAND (MEMORANDUM NO. 1)

The following notes are not put forward as constituting a complete list of the
points to be discussed in relation to Newfoundland’s fisheries. Other points will
probably occur and can supplement this memorandum. The points raised will be
set forth as briefly as possible and all will need elaboration or further explanation
if they are to be discussed with the Canadian Government.

I. It is submitted that the matter of paramount interest to those engaged in
our fisheries, fisherman and merchant alike, is that of continuance or otherwise of
the powers of the Newfoundland Fisheries Board as such, particularly in refer-
ence to the administration of Acts or Regulations affecting the production,
processing and marketing of our fish or fishery products. The powers of the Board
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are based on the Newfoundland Fisheries Board Acts, 11 of 1936, and amend-
ments. Sections 7, 8 and 9 of the Act are quoted herewith:

Refer also to the Exportation of Codfish (Permits) Act, 44 of 1938, which
provides that all exports of codfish must be licenced by the Board.

II. The exercise of powers of the Board which has come most to public atten-
tion has been that related to marketing control and in particular, the develop-
ment of the group system. The operation of several marketing groups, later
merged in the Newfoundland Associated Fish Exporters Limited and of the
Squid Exporters Association are examples of the manner in which this power has
been exercised. It is not proposed here to go into detail with respect to NAFEL or
the Squid Association. Copy of letter of August 2nd, 1948, from NAFEL to His
Excellency the Governor, which we understand has come to the attention of the
Ottawa delegation, has been forwarded to the Fisheries Board. It should suffice to
say that the impact on the economy of Newfoundland if operation of these mar-
keting groups is discontinued will be extremely sharp. Freedom of selling New-
foundland fish on an individual basis, will render us incapable of meeting the
organized selling of our competitors, and the organized buying of our customers
in many countries. Controlled marketing has built up a confidence in our industry
which is a noteworthy feature of the business, and which, it can be said, does not
exist in the Canadian trade. The formation of a herring association similar to
NAFEL has been under discussion for some time with herring packers and ex-
porters and has been approved in principle by a large majority.

There are other ways in which the powers of the Board have been exercised
such as by the establishment of minimum prices for export. While the Board has
been rather cautious in its use of this particular power and has only done so from
time to time only to avoid a crisis, its application within the past year, at the
request of packers, to the marketing of dressed and filleted herring was extremely
successful in avoiding a situation which could have brought disaster to many
herring packers. There are other marketing activities within the scope of the
Board’s authority to which reference will be made later in this memorandum.

III. Another item of extreme importance to Newfoundland is the retention of
its standards of quality and of its inspection service. An enormous amount of
work has been done in this direction in the past twelve years with extremely
favourable results. Even during the war years, export standards were strength-
ened and compulsory inspection for export is now in force for practically all salt
codfish and for herring and other types of fish. Millions of dollars have been saved
over this period which would otherwise have been paid out in claims. Exports to
Italy may be taken as an example — it was almost a convention that claims
would be paid on shipments to [taly and many people referred to that country as a
“two shilling claim market.”” Not a dollar has been paid out in claims to Italy over
the past twelve years and this position is true generally elsewhere. In the West
Indies, where two decades ago Canada was much stronger than Newfoundland,
the reverse is now the case. This has come about principally through the creation
of a greater measure of confidence in the stability of the Newfoundland business,
through planned marketing and the institution of carefully devised quality stan-
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dards and implementation of this policy through the inspection service. The
effects of inspection and of improved quality standards have been felt similarly in
other fisheries such as herring, lobster, turbot and squid. At the moment, Canada
has no comparable system of export inspection nor are her standards for export of
salted and pickled fish as high as Newfoundland’s. During the war years, quality
claims were paid on Canadian fish going to the West Indies while in the same
period, there were no claims against much larger quantities of Newfoundland
fish. We were asked by several Food Controllers in the West Indies if we would
permit our representatives to resolve claims against Canadian fish but naturally
declined.

It will be appreciated that the retention and strengthening of our quality
standards and inspection service are matters of the utmost importance.

IV. Production. The Board has sponsored and administered Regulations of
various kinds affecting production, and several examples of these may be given:

V. Trawlers. Only within the past few years has Newfoundland really gone
into the securing of fish by trawlers, particularly for fresh and frozen fish opera-
tions. It is true that years ago, there were attempts at trawling for the salt cod
fishery but these for reasons which can be explained, did not prove successful.
The use of trawlers is increasing rapidly and they are proving a most valuable
adjunct to our frozen fish operations. In Canada, trawlers can only be used by
licence of the Minister of Fisheries. It should be made clear that these licences
will not be withheld as far as Newfoundland, as a Province of Canada, is con-
cerned, and that conditions prevailing in other provinces will not affect
Newfoundland.

V1. Bait Act and Bait Policy. The historical background of Newfoundland’s
policy with respect to provision of bait to foreign vessels and to export of bait is
well known. It still constitutes a safeguard and the question as to whether this
policy will be continued under Confederation is one of great importance.

VII. Bait Depots. The Newfoundland Government has a policy of maintenance
of a number of Bait Depots situated in various parts of the Island as an insurance
against shortage of bait, with its consequent effect on the cod fishery. As far as we
know, no such policy is pursued in Canada. In taking over fisheries, would the
Federal Government continue and enlarge upon these Bait Depots or will they
become a Provincial responsibility and cost?

VIII. Processing.

(1) Culling Act and Regulations describing standards of cull of salt cod. In
Newfoundland, standards of cull between fishermen and purchaser are quite
thoroughly worked out. Cullers have to be sworn and are subject to examination
before being given a licence. While this system is not perfect, it is by no means
ineffective. Can it be continued?

(2) Standards are similarly laid down for processing and grading of other

types of fish such as herring of various kinds, squid, turbot, etc. Can these be
maintained and in what way?
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(3) All premises in which salted or pickled fish can be packed for export must
be licenced and must comply with certain requirements. This applies to other
types of fish such as herring, turbot and squid. What will be the position under
Confederation?

(4) Filleting and freezing plants can operate only under licence of the Fish-
eries Board. The requirements for plant and method used are quite strict and we
believe our standards in this connection are superior to most other countries,
including Canada. Can this be continued?

It will be appreciated that the discontinuance of, or inadequate provision for
the effective carrying out of Regulations such as those mentioned above, could
result only in demoralization of our industry.

(5) Canning. In Canada, canning is governed by a Federal Act, “The Meat
and Canned Foods Act” administered by the Department of Agriculture. While
the canning industry in Newfoundland in the past has not been one of which we
can feel very proud, considerable changes have taken place within the past few
years and the “kitchen cannery” is fast disappearing. Several years’ work have
been devoted towards preparation of a modern Canning Act. In this connection,
the Board has consulted with some of the greatest experts in the United States
and Canada, with the Fishery Research Laboratory, Industrial Development
Board and representatives of exporters and producers. The Acts of other coun-
tries have been studied and particular attention paid to our own local circum-
stances. Drafting has been completed and approved by Justice Department. The
draft is now being held because of the pending change of the constitutional
situation. We believe that this Act is probably superior in many ways to the
Canadian Act. Could we as a Province enact it?

IX. Marketing.

Apart from the question of Co-operative Marketing Groups to which brief
reference has been made, there are a number of other considerations which will
require attention in discussions with Ottawa. Among these are:

(1) The power of the Board to [fix] quota [on] the pack of certain kinds of fish
for export. This has been used particularly in the case of Scotch Cure herring, the
marketing situation for which is always delicate. Even a small overpack can bring
the market crashing down and the avoidance of such a condition over the past ten
years has resulted in greater confidence in the Newfoundland pack, and in stead-
ily rising prices.

(2) The Newfoundland Fisheries Board maintains representatives in foreign
markets. At present, there are five such representatives in various key places, and
they have served Newfoundland well. We are convinced that the rank and file
Canadian Trade Commissioner would not be a satisfactory substitute. How will
this service be affected?

(3) The costs of group marketing, as against that of individual marketing,
should always be borne in mind. In 1936, it would be conservative to say that the
average cost of selling alone in foreign markets was 5%. During the past several
years, the cost of this service, plus the cost of the Newfoundland marketing
organization in salt codfish has averaged about 1 1/2%. There are additional
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savings to exporters in overhead, an example of which is cable expenses. Our
cable traffic with customer countries is today a very small proportion of what it
was prior to marketing group operations.

(4) Power of Fisheries Board to negotiate contracts. During the past ten
years, we have been able to make considerable use of this power and have negoti-
ated contracts notably with relief agencies, such as Red Cross, UNRRA, U.S.
Army, for quantities of fish running into many millions of dollars. This business
would have been impossible if these organizations had to deal with individuals. It
is probable that the opportunity to make such contracts will continue for some
years and the preservation of this power is therefore of considerable importance.

(5) During the past ten years, the Board has also, at the request and in the
interest of packers, negotiated sales of the Newfoundland Scotch Cure herring
pack.

(6) Freight rates on Canadian shipping should be studied, particularly to the
West Indies. It is quite possible that Newfoundland will benefit from the exten-
sion to this country of treatment regarding rates which we believe is accorded by
Canada to some of the Maritime Provinces.

X. European sales.

The making of definite arrangements for continuance of sales to Europe of
Newfoundland codfish is a matter of great urgency. Of an average catch of a
million quintals, approximately half of this quantity must be sold in southern
European markets such as Portugal, Spain, Italy and Greece. Such markets,
under normal conditions, are regarded as “Sterling” markets, since all these
countries trade extensively with the U.K. and Sterling has, up to 1947, been
convertible to Canadian dollars. The 1947 position may be regarded as an abnor-
mal one.

Even during periods when exchange difficulties were experienced between the
U.K. and some European markets, and Trade and Payments Agreements had to
be resorted to, Newfoundland fish was included. This was done in the case of both
Spain and Italy and was possible because of the relationship existing and the
responsibility which the U.K. felt towards Newfoundland.[ . ..] Newfound-
land’s case in this matter cannot be too strongly put; if we are to lose our Euro-
pean sales, our production of salted codfish must be halved. This would bring
about a condition of extreme poverty to thousands of our fishermen. The diffi-
culty we are likely to experience in discussing this matter with Canada is that she
will be asked to accord to Newfoundland fish, relief which she is not extending to
the fish of other sections of the Dominion or to other commodities. One argument
which can be used is the fact that the Newfoundland area has produced and
should continue to produce a respectable surplus of U.S. dollars which are turned
over to Canadian exchange control and help in some measure to make up the
deficit of other parts of the Dominion. If imports into Newfoundland from U.S.A.
decrease through wiping out of the existing customs tariffs between Canada and
Newfoundland, our favourable dollar balances should be increased.
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XI. If Government controlled marketing of its exports is accorded to New-
foundland and the necessary legislation to make it effective passed, it will be
necessary to bear in mind that this power must be extended also to trade between
Newfoundland and any other provinces of Canada. The reason for this is obvious.
The strength of the marketing system is and must be the strength coming from an
effective combination and from the accumulated judgement of the majority. It
has been our experience and that of other countries that this cannot be achieved
without effective State sanction to ensure that the will of the majority is imple-
mented and carried out. Many attempts at co-operative marketing have been
made in Newfoundland and elsewhere but it has been found that without such
sanction, their strength is merely that of the weakest individual member. Any
nervous or financially weak individual is in a position to break the arrangement at
any time and this has been demonstrated over and over again. For example, if a
co-operative marketing group without Government sanction made out a pro-
gramme of marketing which would extend over a period of say nine months,
during which time fish in the hands of all members would be exported in accord-
ance with their holdings, it would be a simple matter to prevail upon a weak or
nervous member to make an immediate sale of all his holdings at a lower price
unless he were prevented from doing so, in the interests of the whole endeavour.
Unless therefore, interprovincial trade were controlled it would weaken the whole
marketing system.

X11.The Newfoundland fish trade contributes 5¢ per quintal or an average of
$50,000 per year to the work of the Fisheries Board. This is collected by Customs
on export and was agreed to by the trade with the express purpose of enabling the
Board to pay higher than Civil Service salaries to certain key personnel at head-
quarters and to Fisheries Board Representatives abroad. The trade’s willingness
to make this contribution is an indication of the value it attaches to these services.
There seems to be no reason why it should not be continued thus enabling New-
foundland among other things, to keep special representatives in the markets.

Certain of our Regulations provide for a collection of inspection fees payable to
Customs on export. These go to General exchequer but are recognized as being
the result of Fisheries Board activities.

XIII. A substantial number of the fish trade of Eastern Canada have shown
keen interest in improving the marketing position by compulsory inspection and
grading for export and through the operation in some manner of the group sys-
tem. It should be said however, that there are in the minority, some very staunch
and strong opponents of either policy, and that these have been instrumental so
far in preventing anything being done. It might be highly desirable to have
discussions with the Fisheries Council of Canada which represents trade interests
there, and if possible to have their influence behind any attempts on the part of
Newfoundland to retain her controlled marketing system. It is believed that the
Council would support this as well as extension of the principle to the mainland.

XIV. A fishermen’s insurance scheme providing for payments in respect of
fatal accidents to fishermen has been (ully worked out but for certain reasons was
not brought into force last year and is now being held up because of the constitu-
tional position. There are some savings from Government activities in the fish-
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eries which have been earmarked for the benefit of the industry. It was intended
that a substantial proportion of these be placed to the credit of the scheme to
provide a backlog which will take care of any unusual disaster. What will be the
position with regard to this scheme?
XV.The effect of the Canadian Customs Tariff on costs of production should be

examined. Detailed comparison may be found in the Black Book.

XVI. Existing Canadian and Newfoundland trade agreements or Tariff ar-
rangements with other countries should be examined.

XVII. Status of the Fisheries Board and its staff including that of its foreign
representatives should be clarified.

692. NPA/GN 10

Extrait du procés-verbal d’une réunion de la délégation de
Terre-Neuve aux négociations des Conditions de I'union
Extract from Minutes of a Meeting of the Delegation of
Newfoundland to the Negotiations of the Terms of Union

MINUTES OF ELEVENTH MEETING HELD ON THE
1ST OF SEPT., 1948, AT 10.00 A.M.

All members were present. The Chairman of the Newfoundland Fisheries
Board was also in attendance.

FISHERIES

148.Mr. Gushue circulated, for the information of members, a memorandum
prepared by the Newfoundland Fisheries Board for consideration in any discus-
sion of fishery matters which might be held between the delegation and the
Canadian Government. He pointed out that the memorandum was not intended
to cover the various points mentioned therein in detail and that the Board would
be pleased to submit any additional information thereon which the delegation
might require. The memorandum was considered briefly by members[ . . . ].

693. 10300-E-40
Mémorandum du ministére des Affaires extérieures
Memorandum by Department of External Affairs

Top SECRET Ottawa, September 1, 1948

NEWFOUNDLAND; ARRANGEMENTS FOR UNION, PROGRESS REPORT
At the meeting of the Cabinet on September 1st, a report was submitted

proposing that a small group of three or four senior officials make a short visit to
St. John’s to secure information concerning major problems which would have to
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be discussed in Ottawa with the Newfoundland delegation; they would not enter
into any negotiations nor discuss or settle any detailed arrangements.!4

The Cabinet noted the report submitted with approval.

694. 10202-40

Le haut commissaire par intérim a Terre-Neuve au
secrétaire d’Etat aux Affaires extérieures

Acting High Commissioner in Newfoundland to
Secretary of State for External Affairs

TELEGRAM 189 St. John’s, September 1, 1948

Following is text of announcement read over radio news bulletins in Newfound-
land tonight, Begins:

1.  The Commission of Government announce that within the next few days
the following officials of Departments of the Government of Canada will arrive in
St. John’s:

R. A. MacKay, Chief of the British Commonwealth Division of the Depart-
ment of External Affairs;

M. W. Sharp, Chief of the Economic Policy Division of the Department of
Finance;

Alex Skelton, Assistant Deputy Minister of Trade and Commerce.'s

2. The purpose of the visit of these officials is to enable them to familiarize
themselves with some of the major administrative problems involved in union.

3. It is the intention of the Commission that corresponding officials of the
Government Departments of Newfoundland will seek from them clarification of
the position respecting matters in Newfoundland which will come within the
fields of administration of their Departments, and will discuss informally with
them problems in these fields affecting Newfoundland which may arise as a
result of union.

4. The Commission consider that these discussions will be of great assistance
to Newfoundland officials who will be acting as advisers to the representatives of
Newfoundland appointed to carry on with representatives of Canada the forth-
coming negotiations respecting union. Ends.

695. NPA/GN 10

Procés-verbal d’une réunion de la délégation de Terre-Neuve
aux négociations des Conditions de l'union

Minutes of a Meeting of the Delegation of Newfoundland
to the Negotiations of the Terms of Union

144V oir le document 1074. 14aSee Document 1074,
15Stewart Bates faisait aussi partie de ce groupe. 15Stewart Bates was also a member of this

group.
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MINUTES OF TWELFTH MEETING HELD ON THE
2ND OF SEPTEMBER, 1948, AT 10.00 A.M.

All members were present. Mr. Marshall, Secretary for Finance, was also in
attendance.

UNITED STATES DOLLARS

153.Mr. Gruchy enquired about the favourable balance of United States dol-
lars. Mr. Marshall explained that a large block of United States dollars was
necessary to meet the deficit arising out of the unfavourable trade balance with
Canada. It was agreed that a large amount of United States dollars has been
made available to Canada and will continue to be made available and Mr. Mar-
shall was requested to submit a treatment thereof covering 1947, 1948, 1949 and
1950. A general discussion on financial matters followed.

EX-SERVICEMEN

154. Note was made for enquiry as to the eligibility of Newfoundland ex-serv-

icemen of World War 11 for re-establishment credit.
The meeting adjourned at 12.15 p.m.

J. G. CHANNING Secretary
Confirmed. A. J. WaLsH Chairman

696. NPA/GN 10

Extrait du procés-verbal d’une réunion de la délégation de
Terre-Neuve aux négociations des Conditions de l'union

Extract from Minutes of a Meeting of the Delegation of
Newfoundland to the Negotiations of the Terms of Union
MINUTES OF THIRTEENTH MEETING HELD ON THE
2ND OF SEPTEMBER, 1948, AT 2.30 P.M.

All members were present. The Secretary for Customs, Mr. Howell, was also
in attendance.

The Chairman explained to Mr. Howell that he had been requested to reap-
pear before the delegation in order to enable members to obtain his views as to
the accuracy or otherwise of various figures set forth on p. 16 of the Grey Book
under the heading of “Federal Revenue.”

LIQUOR AND TOBACCO TAXES

155.Mr. Howell stated that he would arrange to have these figures checked
immediately and would submit his findings thereon to the delegation without
delay.

CUSTOMS DUTIES AND IMPORT TAXES
GENERAL SALES TAX
MISCELLANEOUS EXCISE TAXES
156.Following the Chairman’s explanation as to the exact nature of the infor-

mation required by the delegation on these figures, Mr. Howell said that as far as
he could see at the moment, it would take him a long time to prepare an accurate



1042 LA CONFEDERATION ET APRES

estimate in this respect. As he had already pointed out on a previous occasion,
even if it was known how and on what basis the figures shown in the Grey Book
were originally calculated, he doubted whether there was any official in the
Department of Customs, including himself, who was sufficiently familiar with
the intricacies of the Canadian Tariff and Sales Tax to be able to check them
intelligently. Again, it must be remembered that, before endeavouring to esti-
mate with any degree of accuracy how much Customs duties etc., would be
collected in Newfoundland by the Federal Government, it was first necessary to
determine from what sources imports were likely to come under Confederation,
or in other words, future trade trends. This problem was one with which the
Department of Customs was entirely unequipped to deal and reliable information
could be obtained only from importers themselves. Members of the delegation
appreciated this fact but stated most emphatically that the matter was extremely
important and that Mr. Howell should make every possible effort to assist them.
It was suggested to Mr. Howell that he should proceed immediately to Ottawa,
accompanied by the Secretary for Supply and any members of the trade whose
collaboration may be helpful to him, and discuss the whole question with respon-
sible officials of the Canadian Department of Trade and Commerce. Mr. Howell
requested time to look into the problem more thoroughly so that he might deter-
mine just how he should proceed. The delegation agreed to this request and
assured Mr. Howell that they were prepared to cooperate with him to the fullest
possible extent to enable him to obtain the required information.

At this point, Mr. Howell withdrew.

697. NPA/GN 10 438(20)

Le président, la Commission des pécheries de Terre-Neuve, au secrétaire,
la délégation de Terre-Neuve aux négociations des Conditions de 'union

Chairman, Newfoundland Fisheries Board, to Secretary, Delegation
of Newfoundland to the Negotiations of the Terms of Union

St. John’s, September 2, 1948

Dear Sir,

Enclosed herewith are eight copies of notes prepared by me, at the request of
the Newfoundland Delegation, on the subject of the Bait Act and Bait Policy.’

Yours very truly,
R. GUSHUE

698. NPA/GN 10

Extraits du procés-verbal d’une réunion de la délégation de
Terre-Neuve aux négociations des Conditions de I’'union

Extracts from Minutes of a Meeting of the Delegation of
Newfoundland to the Negotiations of the Terms of Union



CONFEDERATION AND AFTER 1043

MINUTES OF FOURTEENTH MEETING HELD ON THE
3RD OF SEPTEMBER, 1948, AT 10 A.M.

All members were present. Mr. R. Manning, Secretary for Public Utilities,
was also in attendance.

QUESTIONS TO SECRETARY FOR FINANCE
AND SECRETARY FOR CUSTOMS

159.Following a request therefor from the Commissioner for Finance, the Sec-
retary was directed to write the Secretary for Finance and the Secretary for
Customs setting forth the questions which the delegation had submitted to them
verbally at previous meetings.

DEPARTMENT OF PUBLIC UTILITIES

161.The Chairman explained to Mr. Manning that the delegation wished to
discuss with him the present set-up in his Department and the probable set-up as
a result of Newfoundland’s entry into Confederation, particularly with a view to
ascertaining what points, if any, he wished the delegation to keep in mind during
the forthcoming negotiations in Ottawa. In order to facilitate discussions, the
1948-1949 Estimates in respect of the Department of Public Utilities were exam-
ined and the following decisions reached:

162.Mr. Manning enquired regarding the future of the loans made by the New-
foundland Government to Gander Airport and was informed that a letter con-
cerning this matter was on the way to him from the Secretary.

163.Mr. Crosbie asked whether any assistance might be obtained from the
Government of Canada in respect of road maintenance and construction etc.,
over and above such assistance as it may now be giving to other Provinces. The
opinion of the delegation was that there was very little chance of this unless a
good argument in favour thereof e.g., their necessity for military and defence
purposes, could be submitted.

164.1t was agreed that the question of the control of H.M. Penitentiary after
Confederation was one for negotiation by the delegation in Ottawa.

165.As a result of the discussions noted above, Mr. Manning was requested to
prepare for information of the delegation a brief on his Department showing the
present status quo and how it would operate after Confederation. He was also
asked to include therein (a) a note on the road programme which will be neces-
sary during the next few years (b) the amounts which, in his opinion, should be
recovered from the Canadian Government in respect of Gander Airport (c) his
recommendations regarding public buildings and (d) any other matters concern-
ing his Department which may be of interest to the delegation.

At this point Mr. Manning withdrew.
SHIPPING ACT

166.Mr. Crosbie stated that, in a recent conversation with Lloyd’s Surveyor of
Canada, he had been strongly advised to examine the Canadian Shipping Act
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carefully, particularly as to how it will apply to Newfoundland and its probable
effect on the Seal fishery. This advice was noted for future consideration.

699. NPA/GN 10

Extraits du procés-verbal d’une réunion de la délégation de
Terre-Neuve aux négociations des Conditions de 'union

Extracts from Minutes of a Meeting of the Delegation of
Newfoundland to the Negotiations of the Terms of Union
MINUTES OF FIFTEENTH MEETING HELD ON THE
3RD OF SEPTEMBER, 1948, AT 2.30 p.M.
All members were present. Mr. K. J. Carter, Secretary for Natural Resources
was also in attendance.
DEPARTMENT OF NATURAL RESOURCES
167.1n discussing matters relative to the Department of Natural Resources the
same procedure was followed as in the case of the Department of Public Utilities
(see Minute 161). The following decisions were reached as a result of an exami-
nation of the 1948-1949 Estimates of that Department.

Following the examination of the Estimates, as outlined above, Mr. Carter was
requested to prepare a brief showing the probable set-up in his Department after
Confederation comes into effect as compared with the present position. He was
also asked to include therein any recommendations or suggestions relative to the
Department which he may wish to submit to the delegation.

700. NPA/GN 10

Extraits du procés-verbal d’'une réunion de la délégation de
Terre-Neuve aux négociations des Conditions de I'union

Extracts from Minutes of a Meeting of the Delegation of
Newfoundland to the Negotiations of the Terms of Union
MINUTES OF SIXTEENTH MEETING HELD ON THE
4TH SEPTEMBER, 1948, AT 10.00 A.M.
All members were present. The Secretary for Posts and Telegraphs was also in
attendance.
POSTS AND TELEGRAPHS
168.Mr. Roddis submitted to the Chairman three copies of a comprehensive
memorandum' describing the work of his Department and the probable effects
thereon of the entry of Newfoundland into Confederation and drawing attention
to various problems which, in his opinion, the delegation would be well advised to
consider in connection with its forthcoming negotiations in Ottawa.
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170.At the request of the Chairman, Mr. Roddis undertook to prepare, as
accurately as possible, a statement showing the position as at the 31st of March
1949 with regard to the value of stores held by his Department, its assets and
liabilities generally and the amount which will have been expended on recon-
struction work during the current financial year. He was also asked to include
therein details of any assets or expenditures for which, in his opinion, reimburse-
ment should be requested from the Canadian Government.

701. NPA/GN 10

Procés-verbal d’une réunion de la délégation de Terre-Neuve
aux négociations des Conditions de I'union

Minutes of a Meeting of the Delegation of Newfoundland
to the Negotiations of the Terms of Union
MINUTES OF SEVENTEENTH MEETING HELD ON
THE 4TH OF SEPT., 1948, AT 2.30 P.M.

All members were present. The Secretary for Education was also in
attendance.

DEPARTMENT OF EDUCATION

173. At the request of the Chairman, Mr. Frecker described at length the man-
ner in which the Department of Education was administered at present, the
problems which confronted it from day to day in the training and retention of
qualified teachers, the provision of adequate school facilities throughout New-
foundland and matters of a similar nature and plans which the Department had
under consideration for the future.

174.During the interview the 1948-1949 Estimates of the Department were
considered in detail and information on the various items contained therein sup-
plied by Mr. Frecker as required by the members.

175.1t was agreed by members that the vote for Education during the next few
years would be at least $4,000,000. This amount would be sufficient only to
maintain present standards and would have to be increased considerably if fur-
ther progress was to be made.

The meeting adjourned at 4.30 p.m.
J. G. CHANNING Secretary
Confirmed. A. J. WaLsH Chairman
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Extraits du procés-verbal d’une réunion de la délégation de
Terre-Neuve aux négociations des Conditions de I'union

Extracts from Minutes of a Meeting of the Delegation of
Newfoundland to the Negotiations of the Terms of Union
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MINUTES OF EIGHTEENTH MEETING HELD ON
THE 7TH OF SEPT., 1948, AT 10.00 A.M.

All members were present. The Secretary for Public Health and Welfare and
the Director of Medical Services were also in attendance.

PUBLIC HEALTH AND WELFARE

177.The Chairman informed Mr. Crummey and Dr. Miller that the delegation
wished to discuss with them the work of the Department of Public Health and
Welfare, particularly with regard to its operation under Provincial Government
after the entry of Newfoundland into Confederation. At his suggestion, the 1948-
49 Estimates of the Department were considered in detail with following results:

(xi) Sub-head A32 Cottage Hospitals. In considering the question of Cottage
Hospitals, reference was made to the special Health Grant of the Federal Gov-
ernment. Mr. Smallwood asked if, in the opinion of the delegation, a good case
could be presented to the Canadian Government to justify a request that New-
foundland should not come under this particular scheme but should come under a
special scheme or under the present scheme with additional benefits. He stated
that he had reason to believe that the Federal Government would be responsive to
such a request provided that sound arguments in support thereof could be ad-
vanced which did not, or apparently did not, apply in the case of other Provinces.
It was agreed that this matter was well worth considering and, in order to enable
the delegation to explore its possibilities further, Dr. Miller was asked to prepare
a comparative statement in respect of the Maritime Provinces and Newfound-
land showing the death rate from various causes, the total expenditure over a
period of years on public health (provincial, municipal and private), the number
of doctors, nurses, etc., available hospital facilities and any other information of a
similar nature to show that the public health services in Newfoundland are on a
lower level than those of the Maritimes. Dr. Miller was quite confident that a
strong case for increased financial assistance could be made and stated that, in
his opinion, an expenditure of at least $10,000,000 would be required to bring
Newfoundland up to the present level of the Maritimes in the matter of public
health services. He anticipated some difficulty in obtaining certain information
relative to the Maritimes and it was agreed that, if necessary, he should proceed
to Canada for this purpose.

703. NPA/GN 10
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Extracts from Minutes of a Meeting of the Delegation of
Newfoundland to the Negotiations of the Terms of Union

MINUTES OF NINETEENTH MEETING HELD ON
THE 7TH OF SEPT., 1948, AT 2.30 p.M.

All members were present.
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POINTS TO BE DISCUSSED IN OTTAWA

178.1t was agreed, at the suggestion of the Chairman, to reconsider the Grey
Book and to prepare therefrom a draft list of the points which the delegation
wished to discuss in Ottawa, including both amendments and/or additions to the
Terms and matters regarding which information only was required. As a result
thereof, the following decisions were made:

CLAUSE 1
179.No alteration.

CLAUSE 2
180.To be reworded.

CLAUSE 3
181.No alteration.

CLAUSE 4

184.1t was recommended by Mr. Crosbie that the delegation should obtain
copies of the various acts mentioned in this clause. He thought that a study of

these Acts would clear up a number of points which presently puzzled some of the
members.

185.During discussion on the whole of Clause 4, consideration was also given to

the procedure to be followed in respect of the admittance of Newfoundland into
Confederation.

186.1t was agreed that Mr. Gruchy, and other interested members, should avail
[themselves] of the opportunity in Ottawa to obtain complete information re-
garding Federal housing schemes to determine whether any of them could be put
into effect in Grand Falls and other areas in Newfoundland.

CLAUSE 5

187.The delegation had no alteration to suggest with regard to (2), (7) and (13)
of this Clause.

188. Action was deferred on (1), (3) to (5) and (8) pending the submission of
briefs thereon already requested by the delegation.

189. With reference to (6), the Chairman asked whether, in view of the fact that
they did so in some Provinces, the Federal Government would agree to maintain a
permanent regiment in Newfoundland.

190. With regard to (9), it was agreed that this should be amended so as to
provide that the Federal Government will take all necessary steps to bring these
services up to the level of those of Canada within a prescribed period.

191.1t was agreed that (11) could properly be construed as providing for the
taking over of the Merchant Navy Hospital by Canada.

192.Referring to (12) Mr. Smallwood again raised the matter of the inadvisa-
bility of C.B.C. using N.B.C. for “Canadianization™ purposes and it was agreed
that this should be taken up in Ottawa. The Secretary was instructed to obtain
from the Manager of N.B.C. a memorandum regarding the organization, etc., of
C.B.C. and the manner in which it operates throughout Canada, particularly
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within the Provinces. It was also suggested that Mr. Galgay should be asked to
supply any information at his disposal relative to the policy of C.B.C. with regard
to Provincial Government and religious broadcasting.
CLAUSE 6
193.No alteration.
TERMS OF UNION APPLICABLE TO OTHER PROVINCES

194. The Chairman thought that it would be extremely useful to the delegation
to know the nature of the Terms offered to other Provinces upon their entry into
Confederation and said that he would endeavour to obtain these Terms for the
information of members.

BOARD OF TRADE AND ASSOCIATED
NEWFOUNDLAND INDUSTRIES

195.The Secretary was instructed to contact these organizations and ascertain
the progress being made by them on the briefs requested by the delegation.

704. NPA/GN 10

Extrait du procés-verbal d’une réunion de la délégation de
Terre-Neuve aux négociations des Conditions de 'union

Extract from Minutes of a Meeting of the Delegation of
Newfoundland to the Negotiations of the Terms of Union

MINUTES OF TWENTIETH MEETING HELD ON
THE 8TH OF SEPT., 1948, AT 10.00 A.M.

All members were present.

DEBT ALLOWANCES

200.Considerable attention was given to the matter of debt allowances, particu-
larly as to whether a case could be submitted to the Canadian Government in
support of the payment of such an allowance to Newfoundland.'e

705. NPA/GN 10

Extraits du procés-verbal d’une réunion de la délégation de
Terre-Neuve aux négociations des Conditions de I'union

Extracts from Minutes of a Meeting of the Delegation of
Newfoundland to the Negotiations of the Terms of Union

160n examina aussi les conditions de I'union 16The terms of union with Manitoba, British
avec le Manitoba. la Colombie Britannique et Columbia and Prince Edward Island were also
I'flle du Prince Edouard lors de cette réunion. examined at this meeting.
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MINUTES OF TWENTY-FIRST MEETING HELD
ON THE 8TH SEPT., 1948, AT 2.30 P.M.
All members were present.

DEBT ALLOWANCES
201.The discussion on debt allowances, which was adjourned at the twentieth
meeting, was resumed and the whole question fully examined and considered. As
the discussion was of an informal nature, no record thereof was made.
EXPERT ADVICE

202.Mr. McEvoy stated, as his opinion, that the delegation was severely handi-
capped in its endeavours to determine the extent to which additional financial
assistance or other benefits should be requested from Canada, if at all, by reason
of the fact that it had no means of knowing or ascertaining at present how the
terms offered to Newfoundland compared with those given other Provinces. He
felt that this was a prerequisite to negotiations in Ottawa and again recom-
mended the retention of an expert of the calibre of J. C. Thompson, to whom he
had already referred, to assist the delegation in this respect. It was agreed that
members should consider this recommendation overnight and present their views
thereon at the next meeting.

VISIT OF GOVERNMENT OFFICIALS TO OTTAWA

204.Following the reading by the Chairman of a memorandum' recently re-
ceived by him from the Commissioner for Finance, it was agreed that Messrs.
Roddis, Allen and Howell should proceed immediately to Ottawa if they consid-
ered that it was necessary to do so in order to enable them to prepare the briefs
requested by the delegation.

706. NPA/GN 10 438 (23)

Le secrétaire, la délégation de Terre-Neuve aux négociations
des Conditions de l'union, au contrdleur des contributions,
le ministere des Finances de Terre-Neuve

Secretary, Delegation of Newfoundland to the Negotiations
of the Terms of Union, to Assessor of Taxes, Department
of Finance of Newfoundland

St. John's, September 8, 1948

Dear Sir,

In the proposed arrangements for the entry of Newfoundland into Confedera-
tion dated the 29th of October, 1947, the following estimates are given as repre-
senting “the additional Federal Revenues that would arise as a result of the
inclusion of Newfoundland within Canada in a full year, at the rates of tax
exacted in the 1947 Federal budget” on the assumption of a continuation of
present levels of economic activity in Newfoundland.
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(1)  Personal income tax. $3,200,000
(ii) Corporate Income tax (including withholding tax.) 7,500,000
(ii1) Succession duties. 320,000

2.  The Newfoundland Delegation would be obliged if you would kindly check
these estimates on its behalf to determine whether or not they are correct. If,
upon examination, you find that they are incorrect in any respect, it is requested
that you submit a statement of the correct estimates together with an explanation
as to the basis upon which they have been calculated.

3. The Delegation is also much concerned over the many problems which will
undoubtedly confront the people of Newfoundland at the time of entry into
Confederation as a result of the change-over from the present method of payment
of Income Tax to the “pay as you go plan.” The Delegation would like you to
consider this matter and submit your recommendations as to how, in your opin-
ion, this change-over may best be effected so as to avoid, if at all possible, (i)
double taxation and (ii) any loss of revenue to the Province of Newfoundland.

4. You will remember that, at your recent interview with the Delegation, you
referred briefly to the matter of Life and Fire Insurance Companies’ taxes. It
would be appreciated if you would be so kind as to submit a memorandum on this
matter for the information of the Delegation together with such other matters
relative to Income Tax, etc., as you may consider of interest in connection with
the forthcoming negotiations in Ottawa.

Yours very truly,

J. G. CHANNING

707. NPA/GN 10
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Extracts from Minutes of a Meeting of the Delegation of
Newfoundland to the Negotiations of the Terms of Union
MINUTES OF TWENTY-SECOND MEETING HELD ON
THE 9TH OF SEPT., 1948, AT 10.00 A.M.

All members were present.
EXPERT ADVICE

206.1t was moved by Mr. McEvoy, seconded by Mr. Bradley and carried unani-
mously that the delegation should obtain expert advice in order to assist it in
determining whether the Terms of Confederation offered to Newfoundland by
the Government of Canada are in line with those which were offered to existing
Provinces prior to their entry into the Union and that for this purpose the services
of Mr. J. C. Thompson, F.C.A., 360 St. James Street W. Montreal, should be
retained without delay or, in the event that he is not available, such other persons
as, in the opinion of the Commission of Government, may be suitable in this
respect.
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207.1t was recommended by the Chairman, and agreed unanimously, that Dean
MacDonald, Dalhousie University, should also be retained by the delegation in
the capacity of Constitutional Adviser.

208.The Chairman undertook to discuss both these recommendations with the
Commission of Government immediately.

HUNT, EMERSON, STIRLING AND HIGGINS

210.Consideration was given to a letter' from the above mentioned firm written
on behalf of the Imperial Tobacco Co. (Nfld.) Ltd. and dealing with (i) Trade
marks and (ii) Canadian excise taxes on cigarettes. The Secretary was directed
to reply thereto saying that these matters were presently receiving consideration.
It was agreed that the question of Trade Marks, Copyrights and Letters Patent
should be submitted to Dean MacDonald for advice in the event that his services
as Constitutional Adviser are obtained. Mr. Winter also suggested that arrange-
ments should be made immediately whereby the Newfoundland Department of
Home Affairs and its opposite number in Canada may keep one another informed
as to applications received for Trade Marks, etc., between now and the date of
entry into Confederation, thus eliminating any possibility of duplication or unfair
practices. The Chairman will discuss this matter with the Commission of Gov-
ernment at an early date.

SHIPPING

211.The Secretary circulated a memorandum' received from the Secretary for
Customs comparing existing Newfoundland and Canadian Shipping legislation.
This memorandum was considered briefly by the delegation and noted for future
reference.

708. NPA/GN 10

Extraits du procés-verbal d’une réunion de la délégation de
Terre-Neuve aux négociations des Conditions de I'union
Extracts from Minutes of a Meeting of the Delegation of
Newfoundland to the Negotiations of the Terms of Union
MINUTES OF TWENTY-THIRD MEETING HELD
ON 9TH SEPT., 1948, AT 2.30 P.M.
All members were present.

GANDER AIRPORT
213.A brief' on Gander Airport prepared by the Director of Civil Aviation at
the request of the delegation was discussed at length and it was agreed that the
following points therein should be taken up with the Canadian Government
during negotiations at Ottawa.
(i) Reimbursement by the Federal Government of the amount of $3,718,000
as set forth in appendix B of the brief.
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(Note: In this respect it was suggested that the claim for this reimbursement
should be combined with similar claims in respect of other Departments and that
the whole should be classed as representing the value of necessary capital im-
provements made by Newfoundland since the 29th of October 1947 on services to
be taken over by the Government of Canada, which would otherwise have been
the responsibility of Canada).

(ii)) Maintenance of existing roads and construction of new roads within the
airport area by the Federal Government.

(iii) The acquisition of land within the Airport area for the erection of Provin-
cial schools and for the construction of Churches, etc.

(iv) The operation of Gander Hospital by the Provincial Government on the
understanding that, subject to the payment of a fixed sum annually, an agreed
number of beds therein will be placed at the disposal of the Federal Government
in case of emergencies, etc.

(v) Fifth Freedom Traffic.

(vi) The opening up of Harmon Field Airport to regional traffic.

NEWFOUNDLAND RAILWAY

214.Consideration was given to a brief' on the Newfoundland Railway prepared
by the General Manager at the request of the delegation. It was the considered
opinion that this brief was entirely too general in many respects and it was
therefore decided to call in Mr. Russell immediately for further consideration.
Upon the arrival of Mr. Russell, following a phone call from the Chairman, the
brief was discussed in detail as follows:
PARA. |. ADMINISTRATION

215.Mr. Russell was requested to submit a detailed memorandum setting forth
every argument and reason he can produce in support of his assertion that the
Management of the Railway should be kept at a high level authority with a
Regional Manager reporting to Head Office, Montreal. Members informed him
that they personally were prepared to accept this statement but that, in order to
enable them to negotiate successfully in Ottawa, it was essential that they should
be in full possession of all relevant facts so that they can justify and substantiate
their demands.

PARA. 2. FREIGHT RATES

216.The possibility of inducing the Canadian Government to agree to the appli-
cation of Canadian rail freight rates to Newfoundland coastal steamship opera-
tions was again considered. It was explained to Mr. Russell that the delegation
was desirous of obtaining, if possible, freight rates for the Steamship Service
which would enable people in areas served only by coastal steamers to obtain
supplies as cheaply as those in arcas along the railway. Mr. Russell undertook to
consider this matter carefully and to submit his recommendations as to the de-
mands which the delegation might reasonably make in this respect.

PARA. 2(A). MOVEMENT OF FREIGHT
THROUGH NORTH SYDNEY

217.Mr. Russell was requested to elaborate upon the possibility of North Syd-

ney -becoming a bottleneck as a result of increased freight movements due to
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lower freight rates and to suggest ways and means whereby this difficulty may be
overcome.

PARA. 2(B). DIVERSION OF FREIGHT TO LOUISBOURG

218.Mr. Russell also undertook to make definite recommendations with regard
to the high cost of freight diversion over the Sydney-Louisbourg Railway during
the winter months.
PARA. 3. EXPRESS RATES

219.The possibility of having existing Canadian express mileage block rates
extended to the coastal steamers was considered and it was agreed that Mr.
Russell should submit a case in support thereof.

PARA. 5. CAPITAL EXPENDITURE

220.Mr. Russell was requested to submit a separate statement showing capital
expenditures made by the Railway during the period 29/10/47 to 31/3/49.

RAILWAY RENEWALS FUND

221.The Chairman asked Mr. Russell to discuss the disposition of the Railway
Renewals Fund with his Commissioner and to report thereon to the delegation at
a later date.

CLARENVILLE SHIPS

222.There was considerable discussion as to whether these ships would remain
the property of Newfoundland after Confederation or would be taken over by the
Canadian Government under Clause 8 (6) of the Grey Book. Members were
unanimously of the opinion that ownership should remain vested in Newfound-
land and that the ships should either be sold to Canada for use in the coastal trade
or else operated by Canada on an agency basis in the same way as they are
presently operated by the Newfoundland Railway. Mr. Russell was requested to
consider this matter and submit recommendations thereon for the information of
the delegation. Mr. Smallwood also asked him to supply a balance sheet covering
the operation of these ships since they were taken over by the Railway.

At this point Mr. Russell withdrew.
PASSPORTS

223.1t was agreed that the Secretary for Home Affairs should be requested to
ascertain the position in the Provinces of Canada respecting the issue of
Passports.

709. NPA/GN 10 438 (2)

Extraits d’une lettre du secrétaire aux Finances, le ministére
des Finances de Terre-Neuve, au secrétaire, la délégation de
Terre-Neuve aux négociations des Conditions de 'union

Extracts from Letter from Secretary for Finance, Department
of Finance of Newfoundland, to Secretary, Delegation of
Newfoundland to the Negotiations of the Terms of Union
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St. John’s, September 9, 1948

Your letter of 8 September.’

3. T attach, for the consideration of the Delegation, notes by Finance Depart-
ment on financial questions arising from Confederation, together with sketch
provincial budgets' for the first two years of union and explanatory notes thereon.
The notes are confined to general budgetary questions or matters for which
Finance Department is responsible but Note 3 deals with general financial points
affecting most departments. It is assumed that financial points affecting particu-
lar services (e.g. Fisheries Board, Railway, Gander) will be submitted by the
responsible departments.

W. M. MARSHALL

[PIECE JOINTE/ENCLOSURE]
Mémorandum du ministére des Finances de Terre-Neuve

Memorandum by Department of Finance of Newfoundland
1.  Newfoundland Government Surplus.

The arrangements proposed by the Canadian Government provide (paragraph
9) that the whole of the accumulated surplus (now amounting to approximately
$28 million) will be made available, under prescribed conditions, to the Province
for maintenance or improvement of Government services or for developmental
purposes. As such expenditure must be met in dollars, the arrangements can be
made fully effective only in so far as the surplus is held in dollars. But $3.2 million
is held in sterling against redemption of sterling debt for which the Province will
be responsible, $7.2 million is represented by interest-free loans to the United
Kingdom, while nearly $6 million, arising from fish sales, is in blocked sterling
deposits held against redemption of the 3% Guaranteed Sterling Stock. By the
end of 1948-49 the last item may increase to nearly $12 million and the dollar
portion of the surplus may be little more than $5 million.

It will be observed from the figures submitted in Note 3 that the Provincial
Budget will be in deficit from the outset and the Delegation will doubtless wish to
press Canada to arrange for the whole of the surplus to be made available in
dollars. In this connection the following points may be borne in mind:

(a) Interest-free loan. Including $1.8 million derived from war-time borrow-
ing, the outstanding balance of the interest-free loan to the United Kingdom is
now $9 million. This is repayable in Canadian dollars on demand, and this fact
was confirmed by the Secretary of State when he met the delegation from the
National Convention in April, 1947.

(b) 3% Guaranteed Sterling Stock. Under the “proposed arrangements™
Canada undertakes to assume responsibility for the servicing and retirement of
the 3% Guaranteed Stock. By the end of the current financial year the total of the
interest-free loan plus the blocked sterling deposits held for redemption of the
Stock may be $21 million, which is equivalent to approximately one-third of the
net outstanding amount of Stock after allowing for the sinking fund. The Stock is
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redeemable, in whole or in part, by drawings or otherwise, at par, at any time up
to 1963 on three months’ notice.

In these circumstances Canada may be asked whether they would consider, as
a means of relieving the Province’s financial position, taking over the blocked
sterling deposits to be used for redemption of the sterling stock, and making
available the dollar equivalent to the Province. A similar arrangement might be a
convenient means of disposing of the interest-free loan. If Canada favoured such
an arrangement, it would presumably be for them to take the matter up with the
United Kingdom.

2. Public Debr.

Paragraph 7 and Annex Il of the “proposed arrangements” explain the basis
on which Canada proposes that the existing public debt should be apportioned
between Canada and the Province. It will be seen that, of the gross total of $82.3
million, $10.4 million (12.6%) would be left to the Province, $71.9 million
(87.4%) being assumed by Canada. The latter figure is the amount of the 3%
Guaranteed Sterling Stock and the allocation is clearly to some extent arbitrary.
It is explained that the amount of the Guaranteed Stock represents, in the opin-
ion of the Canadian Government, a fair estimate of the amount of debt incurred
for purposes which would presumably have been the responsibility of the Govern-
ment of Canada had Newfoundland been a Province of Canada when the debt
was incurred. The Delegation may wish to examine the basis for this claim.

The necessary data are to be found in Appendix F (pages 246-253) of the
Newfoundland Royal Commission, 1933, Report. This shows that the gross debt
in 1933 was $98.4 million. The purposes for which it was raised are shown, and if
these are analysed according to the proposed allocation of functions, it will be
found that $68.2 million was raised for Federal purposes and $30.2 million for
Provincial purposes. ($24.4 million incurred for deficits has been divided equally
between Federal and Provincial, on the assumption that approximately fifty per
cent would be represented by Railway deficits). On these figures Canada would
be entitled to argue that she need assume only 69.3% of the total debt, but, as
shown above, she is assuming 87.4%.

It will be noted from Annex IT that among the items of debt to be retained by
Newfoundland are two 3 1/2% Sterling Trustee Loans amounting to £872,528.
In suggesting this allocation, Canada may have been influenced by the
knowledge that full provision for redemption had already been made by New-
foundland. The original copies of the “proposed arrangements” indicated that
the amount of $3,232,000 set aside for this purpose was not included in the $28
million surplus which Canada assumed to be available to the Province. In fact,
the $3,232,000 is included in the surplus, and the total surplus available to the
Province for development, etc., is correspondingly less than was assumed by
Canada. This position may be useful in bargaining in connection with the availa-
bility of the surplus (Note 1) or for improved terms generally.

3. Provincial Budget.

An attempt has been made to estimate the Provincial Budget for the first two
years of union. Taking account of possible windfalls and allowing, on the other
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hand, for outstanding liabilities on Reconstruction services, etc., the first year
shows a deficit of $5.7 million. In the second year there will be no windfalls, but
the outstanding liabilities will also be heavily reduced and the net result is an
estimated deficit of $5.4 million. In the third year, the outstanding liabilities
should practically disappear, but a deficit of approximately $3 million would still
remain. These figures are based to some extent on assumption and guesswork and
must therefore be treated with caution, but every effort has been made to provide
on a realistic basis for all known eventualities. It should, however, be realized
that no provision is made for new or improved services, or works, nor for possible
increases in costs.
It is clear from the “proposed arrangements” and from the existing set-up in

Canada that the deficits may be covered in three ways:

(1) by the imposition of new Provincial taxation (Provincial sales taxes, gaso-
lene tax, etc.);

(2) by the development of Municipalities which are financially able to relieve
the Provincial Government of a share of the cost of hospitals, roads, police, etc.;

(3) bydrawings on the accumulated surplus — but this is limited to one-third
of the total surplus, i.e. approximately $9 million in all over eight years (Para-
graph 9 of “proposed arrangements™).

Course (1) will take a little time and the Provincial Government will need

advice and instruction. The possible yield is obviously limited.

Course (2) is obviously a long process with little prospect of early relief.

As regards Course (3) on the figures shown, the allotted share of the surplus
would be exhausted in the first three years allowing for some yield under (1).

If the Delegation are satisfied that the Provincial Budgets have been correctly
estimated, they will presumably wish to negotiate for an increase in the transi-
tional grant.

4. Financial effects of political uncertainty.

Owing to political uncertainty Newfoundland’s Customs revenues have shown
a declining tendency since January, 1948, and this has become much more
marked since April. Thus the Customs returns for the first five months of 1948
are down by $1.4 million as compared with 1947, and this compares with a total
decline of $1.2 million for the whole year estimated in the 1948 Budget. If this
tendency continues, there is a risk of a considerable deficit in 1948-49 with
corresponding reduction of the dollar surplus available to the Province.

The Delegation may wish to argue that any decline in the surplus due to these
political circumstances, which are beyond the control of any of the parties in-
volved, is a misfortune which should not fall entirely on the funds of the Province.
Canada may therefore be asked to compensate the Province by a special increase
in the transitional grant for the first year.

5. Arrangements for transfer of Services.

The proposals (paragraph 5 of “proposed arrangements”) envisage the possi-
bility of spreading the transfer over a period. Some delay in transfer would do no
harm to the Province in the case of more or less self-supporting services like the
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Hotel, Posts and Telegraphs, and Broadcasting. Others, such as the Railway,
Civil Aviation and War Pensions, would involve a considerable financial drain.
The Provincial Budget will obviously be under strain and Canada should be
asked for an assurance that in the event of delay in transfer owing to purely
administrative difficulties and to the number of problems to be handled, the
Dominion would be prepared to accept some financial responsibility for transfer-
red services before the actual date of transfer. This would involve an agreement
by Canada not to insist on too literal an interpretation of the phrase “after it is
taken over” in the first sentence of paragraph 5.

The financial basis of transfer would need consideration. Presumably Canada
would take over from the date of transfer all assets, outstanding claims (except
title to repayment of loans and advances under paragraph 10) and outstanding
liabilities, provided there were no evidence of deliberate deferment.

Pending a settlement of this question, Newfoundland departments are in a
difficulty about incurring commitments on services liable to be transferred, and it
would be helpful if an early understanding could be reached and communicated
to Finance Department.

6. Trade

Under Confederation Canada will gain

(a) by increased outlets for her products arising from the removal of customs
duty on Newfoundland’s imports of Canadian goods; and

(b) by an increased contribution of U.S. dollars from Newfoundland to the
Canadian Foreign Exchange Control Board arising from the reduction in imports
from the United States of America which may be expected to follow from (a).
These matters are only indirectly the concern of Finance Department, but they
are worthy of mention as good bargaining points.

7. Date of Union.

The date of union will presumably be decided on political and other factors,
including the exigencies of the United Kingdom and Canadian parliamentary
timetables. Subject to allowing adequate time for final negotiation of the terms,
there can be little doubt that the country’s interests require that every effort
should be made to shorten the present period of uncertainty. In considering this
question the Delegation may like to bear in mind the following financial factors.

From the standpoint of Government finance, the most convenient date would
be Ist January, because Supply has already been voted up to 31st March, 1949,
and the three months’ interval would afford the Provincial Government time to
prepare estimates for the full year. But that is impossible, and the choice ev-
idently lies between 1st April and some later date. This would entail some special
machinery for the provision of funds to cover the period before the elected Pro-
vincial Government can vote Supply. This may be done either by

(a) theoutgoing Government voting a lump sum to cover a limited period; or

(b) the issue by the Governor of Special Warrants under the Consolidated
Revenue and Audit Act; or

(c) acombination of (a) and (b). Any of these alternatives would be practica-
ble, but would involve some loosening in the control normally exercised over
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departmental expenditure through the detailed estimates. It follows that every
effort should be made to effect Confederation by 1st April, or if that should be
impossible, at the earliest practicable date thereafter.

It remains to consider how far the timing of union may affect the finances of
the Province. On the assumption that Customs will be transferred at the date of
union, the main factor is the Assessor’s revenue, most of which is collected in the
first three months of the financial year (April to June). The Province has six
months after union in which to exercise its option to enter a Tax Agreement for
rental of the Assessor’s taxes to Canada.

It is understood that whether or not Newfoundland exercises the option Fed-
eral income etc., taxes will be applied to Newfoundland with effect from the date
of union. In these circumstances it would apparently be to Newfoundland’s ad-
vantage to opt for the Tax Agreement. As Canadian taxes (on corporations and
individuals) are assessed on the income of the current year and Newfoundland
taxes are assessed on the income of the previous year, some special arrangement
will be necessary to avoid Newfoundland taxpayers being subjected to double
taxation in the year of union. Subject to such arrangement it would appear that
April 1st would be a convenient date for union from the tax standpoint, but it is
possible that the administrative difficulties involved in the change may require
that Canada should defer entry into the income tax field for some time after
union.

710. 10300-40
Mémorandum du ministére des Affaires extérieures
Memorandum by Department of External Affairs
SECRET Ottawa, September 10, 1948

NEWFOUNDLAND; DISCUSSIONS WITH DELEGATION; ARRANGEMENTS

At the meeting of the Cabinet on September 10th, it was agreed that the
Governor of Newfoundland be informed that the government would be prepared
to receive the Newfoundland delegation at any time from October 4th on.

It was also agreed that the Cabinet Committee on Newfoundland be reconsti-
tuted as follows:

Mr. St. Laurent
(Chairman)
Mr. Howe,

Mr. Claxton,
Mr. Abbott,
Dr. McCann,
Mr. Pearson!7

17L. B. Pearson fut nommé secrétaire d’Etat aux I7L. B. Pearson was appointed Secretary of
Affaires extérieures le 10 septembre. Il fut élu  State for External Affairs on September 10. He
député fédéral le 25 octobre lors d'une élection  was elected a member of Parliament .in a by-
complémentaire. L. S. St. Laurent fut nommé  election on October 25. L. S. St. Laurent was
ministre de la Justice. appointed Minister of Justice.
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this Committee to be responsible for the discussions with the Newfoundland
delegation.!s

711. 10300-40

Le haut commissaire par intérim a Terre-Neuve au
secrétaire d’Etat aux Affaires extérieures

Acting High Commissioner in Newfoundland to
Secretary of State for External Affairs

TELEGRAM 198 St. John’s, September 10, 1948

IMPORTANT. CONFIDENTIAL. Following for MacKay from Bridle, Begins: With
reference to proposed visit of Newfoundland officials to Ottawa which I under-
stand you discussed with James!s here, James called me today to say that both
Delegation and Commission of Government are agreeable. James tells me that it
has been proposed that Howell, Roddis, Allen should come up. I expect to be able
to let you know shortly when latter two would like to come. Howell just advised
me that he could arrive in Ottawa on September 20th and would like to know if
this would be convenient for David Sim. If so, would you please advise me and
have hotel reservation. Ends.

712. NPA/GN 10

Extraits du procés-verbal d'une réunion de la délégation de
Terre-Neuve aux négociations des Conditions de I'union

Extracts from Minutes of a Meeting of the Delegation of
Newfoundland to the Negotiations of the Terms of Union
MINUTES OF TWENTY-FOURTH MEETING HELD
ON THE 10TH OF SEPT., 1948, AT 10 A.M.
All members were present.

PROCEDURE FOR ENTRY INTO CONFEDERATION

227.Mr. McEvoy again raised the question of the procedure to be followed in
admitting Newfoundland into Union with Canada and outlined various methods
whereby this could be effected together with the advantages and disadvantages of
each. Mr. McEvoy attached considerable importance to the matter but consider-
ation thereof was deferred until a later date.

POSTS AND TELEGRAPHS

A brief" on the work of the Department of Posts and Telegraphs submitted by
Mr. Roddis was read by Mr. Bradley and commented upon in various respects by
members as follows:

18R, W. Mayhew, le ministre des Pécheries, est 18R. W. Mayhew, the Minister of Fisheries, also
devenu membre du Comité par la suite. became a member of the Committee.
19J.G. Channing.
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PARA. 2. SAVINGS BANK

228.Discussion of the possibility of there being competition between Post Office
Savings Banks and the Newfoundland Savings Bank led to a discussion on the
future of the latter under Confederation. It was considered that the Federal
Government would probably permit the Newfoundland Savings Bank to continue
as a Provincial institution but would undoubtedly insist on a reduction in interest
rates in line with existing rates in Canadian Banks. It was felt that this was a
matter which should be investigated more fully at an early date.

PARA. 3(D), TELEGRAPH SERVICES ON LABRADOR
FROM BLANC SABLON TO RED BAY

229.1t was considered, from comments made in this paragraph and in para-
graph 3 (c), that Mr. Roddis was not entirely happy about the telegraphic service
in Labrador and it was decided to discuss the question with him in more detail.

PARA. 4(E) RATES

230.The last sentence of this paragraph was noted with interest and it was

agreed to keep this recommendation in mind in Ottawa.
PARA. 4(H) LANDED CABLE TAX AND TAX ON CABLEGRAMS

231.Consideration was given to the collection of a landed cable tax by the
Provincial Government and to the imposition of a Provincial tax on cablegrams in
addition to the tax imposed by the Federal Government.

PARA. 5(E) RADIO TELEGRAPH AND TELEPHONE COAST STATIONS

232.Members questioned Mr. Roddis’ statement herein that “there is no strong
argument for the continued maintenance of the stations at Battle Harbour,
Cartwright and Hopedale . ..” and it was agreed to ascertain his reasons
therefor.

233.1t was also decided to request Mr. Roddis to enlarge upon the second para-
graph on page 8 of his brief.

234.The retention of the present frequency allocations of VONF and of our
Radio Telephone Ship to Shore Stations was considered to be of paramount
importance and it was agreed that the delegation should endeavour to obtain an
assurance from the Canadian Government that they will not be interfered with in
any way.

The reading of the brief was discontinued at page 11.
EXPERT ADVICE

235.The Chairman reported that the Commission of Government had agreed to
the retention of Messrs. Thompson and MacDonald as advisers to the delegation.
It was agreed that both gentlemen should be approached by cable immediately.

TRADE MARKS, ETC.

236.The Chairman stated that he had discussed the question of Trade Marks,
etc., with the Commission of Government and that the Secretary for Home
Affairs will consult with the High Commissioner for Canada on this subject
without delay.
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ST. PIERRE AND MIQUELON

238.Consideration was given to the suggestion previously made by Mr. Small-
wood that Canada should take over St. Pierre and Miquelon and transfer control
of this territory to Newfoundland. Members generally were of the opinion that no
action should be taken by the delegation in this respect.

FEDERAL CUSTOMS REVENUES, ETC.

239.A memorandum’ submitted by the Secretary for Customs relative to the
figures of probable Federal Revenues from Customs duties etc., set forth in the
Grey Book was read by the Secretary and noted with considerable interest.

713. NPA/GN 10

Extrait du procés-verbal d’une réunion de la délégation de
Terre-Neuve aux négociations des Conditions de I'union

Extract from Minutes of a Meeting of the Delegation of
Newfoundland to the Negotiations of the Terms of Union

MINUTES OF TWENTY-FIFTH MEETING HELD ON
THE 10TH OF SEPT., 1948, AT 2.30 P.M.

All members were present. Messrs. Angel, Walsh, White and Renouf, repre-
senting Associated Newfoundland Industries Ltd., were also in attendance.

ASSOCIATED NEWFOUNDLAND INDUSTRIES LTD.

241.The whole of this meeting was devoted to a discussion of the problems
confronting secondary industries in Newfoundland under Confederation. Speak-
ing on behalf of his organization, Mr. Angel stated that these industries were
going to be extremely hard hit if their economy had to be changed suddenly and
drastically as a result of Confederation, without any intervening transition period
within which they might be enabled to determine exactly where they stood and
what steps should be taken by them to meet the increased competition which will
undoubtedly be forthcoming from similar industries in other Provinces of
Canada. He envisaged that, if such transition period was not granted, a number
of small industries would have no alternative but to cease operations, thereby
throwing many workers out of employment and causing considerable loss of
capital, etc.,

242.Members of the delegation assured the A.N.I. representatives that, in gen-
eral, they fully realized the handicaps and difficulties which would confront local
industries consequent upon the entry of Newfoundland into Confederation and
were prepared, during their negotiations in Ottawa, to make every reasonable
effort to safeguard their interests. It was pointed out, however, that only the
representatives of these industries were thoroughly conversant with the many
problems which were likely to arise and that, therefore, it was up to them to
inform the delegation of these problems and to recommend ways and means
whereby they might be overcome. It was absolutely essential that the delegation
should be provided with all necessary data to enable it to present an irrefutable
case to the Canadian Government in support of any concessions which it might be
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considered advisable to request and it was for this reason that the delegation had
asked A.N.I. some time previously to submit a brief in this respect.

243.Mr. Angel stated that they were now endeavouring to prepare this brief as
requested and had circularized all their members accordingly. However, its prep-
aration was not as easy as might be imagined and it was by reason of this fact that
they had sought an interview with the delegation.

244 Mr. Smallwood remarked that, in his opinion, the degree to which the
delegation would be successful in any negotiations which it might undertake in
Ottawa on behalf of local industries depended entirely on the value of these
industries to the economy of Newfoundland. He then asked Mr. Angel if A.N.IL.
could include in its brief statistics in respect of each class of industry relative to
the amount of capital invested therein, the number of employees, total wages
paid, total value of production, etc. Mr. Angel undertook to obtain this informa-
tion as far as it was possible to do so.

245.Mr. Angel informed the delegation that A.N.I. appreciated the fact that
there were limits to the concessions which could be requested from the Canadian
Government on their behalf. Actually, all they required was a “cushioning”
period within which to look around and ascertain whether it will be possible for
them to continue operations successfully under Confederation or whether future
prospects were such that it was advisable to discontinue manufacturing entirely
and to dispose of their plants, etc., to other interests [ . . . ].

714. NPA/GN 10

Extraits du procés-verbal d’une réunion de la délégation de
Terre-Neuve aux négociations des Conditions de I'union

Extracts from Minutes of a Meeting of the Delegation of
Newfoundland to the Negotiations of the Terms of Union
MINUTES OF TWENTY-SIXTH MEETING HELD
ON THE 1 I TH OF SEPT., 1948, AT 10 A.M.
All members were present. The Secretary for Finance was also in attendance.
CANADIAN DELEGATION
246.The Chairman announced the personnel of the Canadian Delegation as
communicated to him by His Excellency the Governor in Commission, and stated
that it had been suggested that the Newfoundland Delegation should arrange to
arrive in Ottawa to commence negotiations by the 4th of October, 1948. It was
agreed that the delegation should leave St. John’s on the afternoon of October
3rd with a probable stopover at Montreal and arriving in Ottawa on the 4th as
suggested.

SKETCH PROVINCIAL BUDGET

248.The remainder of the meeting was taken up with an examination of the
sketch Provincial Budget' as submitted by Mr. Marshall. The various items of
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Revenue and Expenditure in the 1948-1949 Estimates were considered one by
one and Mr. Marshall explained for the information of the delegation those items
which he had incorporated into his budget and those which he had deleted,
together with his reasons therefor.

RAILWAY RENEWALS FUND

250.Mr. Marshall was requested to obtain details regarding this fund and to

submit a statement thereon to the delegation.
WITHDRAWAL OF COINAGE

251.Mr. Marshall was also requested to submit a statement in respect of the
fund set up to provide for the withdrawal of coinage amounting, at present, to
approximately $100,000.

PENSIONS

252.Mr. Marshall referred to Clause 17 (1) of the Grey Book wherein it is
provided that Civil Servants now employed in services to be taken over by
Canada will be offered employment “without reduction of salary.” He pointed
out that, under the Canadian Civil Service Superannuation Act, these employees
will be required to contribute a certain amount to their pensions so that, if they
are taken over at their existing salaries only, they will in effect be receiving less
money than they did under the Newfoundland Government. The delegation re-
quested him to submit a brief on this matter for further consideration.

718. NPA/GN 10

Extraits du procés-verbal d’une réunion de la délégation de
Terre-Neuve aux négociations des Conditions de I'union

Extracts from Minutes of a Meeting of the Delegation of
Newfoundland to the Negotiations of the Terms of Union
MINUTES OF TWENTY-SEVENTH MEETING HELD ON
THE 13TH OF SEPT., 1948, AT 10.00 A.M.
All members were present. The Secretary for Finance was also in attendance.
SKETCH PROVINCIAL BUDGET
253.Mr. Marshall continued with and concluded his explanation of the sketch
Provincial Budget, consideration of which was deferred at the twenty-sixth
meeting.
EXPERT ADVICE
254.The Chairman read a cable' received by him from Mr. J. S. Thompson
wherein he agreed to advise the delegation on any matters which it might wish to
refer to him. The Secretary was instructed to forward certain documents to Mr.
Thompson for his immediate attention.
255.The Chairman also read a cable' from Dean MacDonald wherein he agreed
to act as Constitutional adviser to the delegation provided he can obtain leave of
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absence from Dalhousie University. The Chairman undertook to communicate
with the President of the University in this connection without delay.

CAPITAL WORKS

257.Mr. Marshall stressed the fact that the Sketch Budget prepared by him
made no provision whatsoever for new capital expenditures but provided only for
such capital expenditures in 1949-1950 as he considered necessary to complete
work already commenced. Otherwise, the Budget was confined solely to *“normal
Provincial expenditure.”

PROVINCIAL DEFICITS

258.1t was noted that the Budget under consideration envisaged a deficit of over
$5,000,000 for each of the first two years of Confederation at least and, in the
opinion of some members, this constituted adequate grounds for a request for
increased financial assistance from the Canadian Government to enable the
Province to bridge this gap. It was appreciated that Canada would probably reply
to such a request by advising the Province to raise more revenue by new and
increased taxation, but, in actual fact, this provided no immediate solution. It
had to be borne in mind that the principal sources of revenue enjoyed by New-
foundland in the past, viz. income tax and Customs duties, would henceforth be
taken over by the Federal Government thus leaving the Provincial Government
with the task of finding entirely new sources of revenue, i.e. new as far as New-
foundland is concerned. The question of setting up the necessary machinery in
this connection would involve considerable study and time and members felt that
if the request to Canada for additional assistance during the transition period was
based upon its being essential in order to enable Newfoundland to readjust itself
to the status of a Province, then such a request would be favourably received.

SOURCES OF PROVINCIAL REVENUE

259.Consideration was given to possible sources of Provincial Revenue such as
gasoline tax, sales tax at the retail level, municipal taxes etc. It was agreed that
Mr. Thompson should be asked to consider and recommend to the delegation new
forms of taxation which may be readily and effectively introduced in the Province
following Confederation.

EXPRESSION OF APPRECIATION TO MR. MARSHALL

260.0n behalf of the delegation, Mr. McEvoy thanked Mr. Marshall for his
assistance in the preparation of the Budget and expressed to the Chairman the
hope that he would be permitted to accompany the delegation to Ottawa in the
capacity of adviser on matters of this kind.
TRANSITIONAL GRANT

261.Mr. McEvoy said that, as far as he could judge from his own observations
and from the information submitted to the delegation by Mr. Marshall in his
Budget, by Mr. Howell in his memorandum regarding the estimate of Federal
Revenue in the Grey Book and by Mr. Allen verbally, it appeared that the total
tax load on the people of Newfoundland under Confederation will be approx-
imately $53,000,000 rather than $38,000,000 as estimated by the Canadian
Government. In his opinion, this constituted a clear case for an increase in the
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Transitional Grants and he had reason to believe that the officials whom the
delegation would be meeting in Ottawa were prepared to concede this argument.

262.Mr. Smallwood strongly advised members not to be too hasty at this stage
in assuming that the estimates of the Federal Government were highly incorrect.
He stated that he was heartily in accord with obtaining additional financial
assistance from Canada, if at all possible, but it was imperative that the case
submitted by the delegation in favour thereof should be unassailable from every
angle.

716. NPA/GN 10

Proceés-verbal d’une réunion de la délégation de Terre-Neuve
aux négociations des Conditions de I'union

Minutes of a Meeting of the Delegation of Newfoundland
to the Negotiations of the Terms of Union
MINUTES OF TWENTY-EIGHTH MEETING HELD ON
THE 13TH OF SEPT., 1948, AT 2.30 P.M.

All members were present. The Secretary for Finance was also in attendance.
SKETCH PROVINCIAL BUDGET

263.Discussion was continued on the Budget submitted by Mr. Marshall. Mr.
Smallwood drew attention to the amounts set forth on the Revenue side of the
Budget in respect of Tax Agreement payments and claimed that, in actual fact,
these payments would be much higher. Mr. Marshall replied that he had recently
requested the High Commissioner for Canada to give him the latest available
information regarding the G.N.P. in Canada. When he had this information he
would be able to estimate payments under the Tax Agreement more accurately.

264.Mr. Smallwood also referred to the payments provided in the Budget in
respect of the Special Health Grant which appeared to be somewhat conserv-
ative. Mr. Marshall explained the difficulty of preparing an accurate estimate of
the amount which would be paid to Newfoundland under this scheme and it was
agreed that this matter would have to await discussions in Ottawa when full
details thereof and the extent of its application to Newfoundland could be defi-
nitely determined. [t was also agreed that the sketch Budget should not be pre-
sented until this information was obtained.

265.1t was noted that the Budget covered only the first two years of Confedera-
tion and the view was expressed that it should cover a longer period, if possible up
to eight years. It was also considered that provision should be made in the Bud-
get, in subsequent years, for the improvement and extension of existing services,
rather than confine it, as at present, to the maintenance only of those services. It
was further suggested that Capital Expenditure and Ordinary Expenditure
should be shown under separate headings.

266.Mr. Marshall undertook to redraft the Budget along the lines recom-

mended by the delegation and will endeavour to attend to this matter without
delay.
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717. DF/Vol. 783

Mémorandum du directeur, la direction de la politique
économique, ministére des Finances

Memorandum by Director, Economic Policy Division,
Department of Finance20

Ottawa, September 13, 1948

NOTES ON TRIP TO NEWFOUNDLAND

MacKay, Bates, Skelton and I left Rockcliffe Airport Thursday afternoon,
August 26th about 4 P.M., arriving in St. John’s, Newfoundland, early Friday
morning. We returned the following Tuesday, making a flight around the east-
ern, northern and western coasts on the way home.

In accordance with instructions we made no attempt to meet members of the
Ottawa Delegation (although we met Smallwood and Bradley in the Newfound-
land Hotel on a number of occasions and paid a courtesy call on Walsh, the
Commissioner for Justice who is also Chairman of the Delegation) and avoided
giving any indication of government policy affecting the terms of union.

For the most part, I concentrated my inquiries on financial matters although I
did incidentally learn something about other aspects of union. MacKay, as head
of our group, did the honours by visiting the Governor and made a number of
calls on leading political figures. Bates, who knows more about Newfoundland
than the rest of us put together, enlarged his understanding of the fisheries.
Skelton took a particular interest in natural resources, public works, and the
attitudes and problems of the business community.

The following notes are based on information and impressions gained in New-
foundland but they are by no means confined to an account of what I saw and
heard. During the visit, there was an active exchange of views amongst members
of our group and a number of tentative conclusions are also recorded here:

PROBLEMS OF PROVINCIAL FINANCE DURING THE TRANSITION

As I understand the position, elections to the Newfoundland Provincial Legis-
lature cannot legally be held until Newfoundland becomes a province and if the
date of union is fixed for April 1st, physical conditions would make an election
impossible for several months. Therefore, some arrangement must be made for
carrying on the government of the new province between the formal date of union
and the formation of a government which has demonstrated that it has the confi-
dence of the people. Smallwood and Bradley would probably prefer to have the
federal government appoint a Lieutenant-Governor who would call on either or
both of them to form an administration which would govern the province until an
election could be held. This procedure has some serious disadvantages. For exam-
ple, it is doubtful whether such an interim administration could or should enact
the legislation necessary to carry on the government of the province and in partic-
ular to impose the taxes that would be necessary to enable the province to pay its
way.

20M. W.Sharp.



CONFEDERATION AND AFTER 1067

The replacement of Newfoundland customs and excise duties by Canadian
rates will involve a considerable reduction in taxes and presumably in prices. For
example, the Newfoundland duty of 16¢ per gallon on gasoline will disappear. If
the province is to impose new taxes in order to balance its budget, it would,
therefore, seem wise to impose such taxes immediately following union so as to
avoid a sharp drop in commodity prices followed by an increase when, as is
inevitable, the provincial government has to impose commodity taxes for revenue
purposes.

Moreover, it is doubtful whether a government which has not yet been exposed
to the test of public approbation should be asked to enter into taxation and old
age pension agreements with the federal government. Under the proposed terms
of union, Newfoundland has an option as to the form of taxation agreement,
involving the exercise of judgment as to the future course of events. The old age
pensions agreement, too, is not altogether a matter of form since Newfoundland
may, for budgetary reasons, find it impossible to make a thirty-dollar a month
pension available at the outset.

For these and other reasons we came to the tentative conclusion that until an
election can be held and the necessary provincial legislation passed, the federal
government should leave the present Commission of Government in office. The
only change would be that the Commission would report to Canada rather than
to the United Kingdom and would, of course, be limited in its powers to the
carrying on of provincial government. During this period of Commission Govern-
ment, the federal government would underwrite any deficits. In effect, therefore,
the terms of union would be improved by postponing the date at which the tax-
ation agreements and interim grants became effective. The Commission would be
directed to impose certain taxes during the interim period which the elected
legislature could vary as it saw fit, effective as from the date on which the Com-
mission was dissolved.

Meanwhile we learned that the Ottawa Delegation is very much concerned
about the provincial budget. All Departments have been requested to make esti-
mates of their probable requirements after union, and the Department of Finance
has been asked to estimate probable revenues. Marshall, the Secretary of Fi-
nance, says that the revenue side of the accounts is almost impossible to estimate
and that he has refused to indulge in prophecies as to provincial taxes. The
adoption of our suggestion of an interim Commission of Government would
simplify the problem since it would give an opportunity for estimates to be pre-
pared during a period when provincial government would actually be effective.

FISH

The marketing of fish probably presents more formidable problems than any
other aspect of union. The future of the Fisheries Board is at stake and the
shortage of dollars threatens to curtail the markets for Newfoundiand fish in
Europe.

All salt cod caught by Newfoundland fishermen is marketed under control of
the Fisheries Board through N.A F.E.L. The Board has been termed, with some
justice, a Fascist monopoly though it does not differ essentially from the Nova
Scotia Apple Market Board and British Columbia Tree Fruits Limited except
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that it has control of inspection and related services, as well as of marketing.
Because of rise in prices and a capable manager (Ray Gushue), it has had a
successful career. The Board is not, however, supported by all elements in the
trade. Some leading exporters are opposed to its monopoly and Smallwood ven-
tured the opinion that half of the trade is dissatisfied.

Apart from the inspection services which it renders, the Board could probably
be continued as a provincial organization if the federal government proceeds with
its legislation relating to provincial marketing schemes and includes fisheries
within its scope. The problem would arise, however, as to whether the Dominion
wishes to encourage the formation of provincial marketing organizations of this
kind which could clash. There never has been a very strong movement in Nova
Scotia for a similar organization and it is interesting to note that Canadian fish
has benefited just as much as the Newfoundland fish from rising prices.

During the past year the British Government has been converting the proceeds
of sale of Newfoundland fish to European markets into sterling. The sterling in
turn has been “frozen” by setting it aside specifically for the repayment of the
Newfoundland sterling debt. The proceeds cannot be used for payment of inter-
est on the debt but interest is, of course, paid on the frozen balances. I was told
that the British entered into this agreement most reluctantly and that they in-
tended to bring it to an end at the end of the current year. An allotment of ERP2!
dollars has been made to finance sales to Italy this year (the allotment was
specifically for Newfoundland fish and did not include Canadian fish). The allot-
ment is sufficient to enable Italy to buy her accustomed quantities from New-
foundland. Negotiations are still proceeding with Portugal which is one of the
most important markets for Newfoundland fish and which is not, of course, in
receipt of ERP dollars.

Gushue makes much of Newfoundland’s U.S. dollar earnings, contending that
because Newfoundland contributes so largely to our U.S. dollar earnings, we
should be willing to finance fish sales to Europe. 1 pointed out to Gushue that, in
fact, Newfoundland required her American dollar earnings to buy supplies in
Canada and that she was probably not a net earner of dollars vis-a-vis Canada
and the United States together. The Newfoundland delegation, however, will, 1
am convinced, continue to press this point in the negotiations.

EXPENDITURES ON CURRENT SERVICES

It will be natural for the Commission of Government to economize wherever
possible in the provision of services pending union. I was asked, however, whether
Canada would assume outstanding liabilities incurred by Newfoundland on fed-
eral services. My answer was that where goods had actually been supplied or
were in process of manufacture, we would undoubtedly honour the obligations
but that this did not necessarily extend to commitments. It may be that we should
reach some sort of understanding with the Commission of Government on these
points within the near future.

2IEuropean Recovery Program.
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INCOME AND CORPORATION TAXES

Newfoundland collects income and corporation taxes in arrears as we did
before 1942, therefore if union takes place April 1st, Newfoundlanders will still
owe their taxes in respect of 1948. As far as the taxpayers themselves are con-
cerned, there is no doubt in my mind that we should forgive taxes due for, say, the
period between January 1, 1949 and March 31, 1949. I was asked to whom taxes
in respect of 1948 would be payable after union. I was very guarded in my replies
since this is a matter of policy and I pointed out that since Newfoundland was
financing current operations with taxes collected on income of the previous year,
it could be argued that Newfoundland should not continue to receive these rev-
enues after she had been relieved of expenditures in respect of federal services. 1
was met with the argument, of course, that since we would be financing on a
“pay-as-you-carn” basis, we would be collecting taxes currently to meet current
expenses. I think that the Newfoundland argument should be accepted by us, but
not immediately. It should be included as one of the additional sources of revenue
available to the provincial government gained as a result of the negotiation.

F.E.C.B.

In all respects but one, Newfoundland applies the Canadian foreign exchange
regulations. The only difference I could find is that for travel purposes in the
United States, Newfoundlanders may obtain $250 per year rather than $150.
Capital transfers are subjected to exactly the same scrutiny and regulation. The
Board itself consists of three members, chaired by the Commissioner of Finance.
Calver is secretary. Calver says that the Board had met only once in a very long
time. The staff consists of Calver, his secretary, and from time to time two girl
assistants to help on statistical work. Canadian chartered banks are authorized
dealers but the Newfoundland Savings Bank is not. Post offices are semi-agents.
It is believed that Newfoundlanders hold considerable amounts of gold dating
from the panic of 1892(?).

NEWFOUNDLAND SAVINGS BANK

This bank has no branch offices. It pays interest at the rate of three per cent on
amounts on deposit up to $5,000 and reduced rates on larger amounts. It can
require 60 to 90 days notice of withdrawal but seldom, if ever, exercises this right.
The post offices are used as branches of the Newfoundland Savings Bank in
outports for deposit purposes.

DEBT POSITION

To date about $6 million has been accumulated in blocked sterling under the
arrangement for conversion of European currencies into sterling. The Newfound-
land surplus also includes an interest-free loan to the United Kingdom (approx-
imately $9 million) which, I was told, is payable on demand in Canadian funds.
During a casual conversation, Marshall made it clear that he understood how
strong a claim Newfoundland will have for converting the frozen sterling bal-
ances into Canadian dollars at time of union.

IMPORT RESTRICTIONS

Marshall was of the opinion that considerable quantities of goods subject to
Canadian import restrictions will be brought into Newfoundiand prior to union.
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Import licences must be obtained but these are now on an open basis and it will be
exceedingly difficult to impose restrictions of any kind because, as Howell put it,
“every Newfoundlander is potentially an importer.” Many inquiries are now
being received from Newfoundlanders about the position after union. Howell, the
customs collector, asked for clarification of the position of goods in bond at time
of union, and I ventured the opinion that goods in bond would be treated as not
having entered Canada and therefore subject to quotas and prohibitions, It will
be necessary to clarify the position and make a clear announcement of policy. I
told Howell that when our restrictions were applied, we did not recognize out-
standing commitments and that probably a similar policy would be followed
when Newfoundland joins Canada. On the other hand, will goods in bond be
considered as in transit to Canada or as giving grounds for cases of extreme
hardship since their re-export would involve serious loss? There should be a
careful and exhaustive study of the application of import restrictions to New-
foundland without further delay. A declaration of policy should be made soon
because of the closing of navigation in northern districts.
ERRORS IN ESTIMATES OF REVENUE

It is clear that certain of the estimates of probable federal revenues contained
in Annex IV of The Terms of Union are seriously in error. Estimated revenues
from tobacco and liquor taxes are only a fraction of what they should be and
customs duties and import taxes are probably much too low also. When these
estimates were prepared we did not have access to consumption figures in New-
foundland and greatly underestimated the appetites of this island people. The
underestimate of customs duties and import taxes is more probably due to an
underestimate of the volume of trade. There is less dispute about personal income
tax, corporation tax, sales tax, miscellaneous, excise taxes, etc., although these,
too, are probably low just as were our own estimates of revenue for 1947-48.

This is an embarrassing situation because it is being alleged that we purposely
underestimated our revenues in order to mislead the Newfoundland public into
believing that the costs to the Canadian Government were higher than they
actually will be. Howell and Allen (the income tax assessor) have been given the
job of preparing the revised estimates and they will want to consult with us. I
pointed out to both of them that the figures were irrelevant as far as the terms
were concerned, that the terms had been decided upon, not in the light of overall
cost to Canada but in the light of the treatment given to other provinces, and that
time spent in trying to arrive at closer estimates of revenues would be largely
wasted. Nevertheless, an attempt will be made to get better terms by showing
that cost is not as much as we had suggested. I also pointed out that it was, in fact,
impossible to make accurate estimates of probable revenues since the figures
could never be checked by results and in any case there would probably be
important changes in tax rates before or soon after union. I also pointed out that
our estimates of probable expenditures were in all likelihood equally in error and
that they would all have to be increased above the suggested levels.

In retrospect it is unfortunate that we ever consented to the publication of
these figures for they will constitute a “‘red herring” to be drawn across the trail
on every occasion.
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DEPARTMENTAL ORGANIZATION

The Department of Finance has a staff of 26, including the Central Pay Office
(12). The Assessor of Taxes has a staff of 35. 1 did not get figures on employees in
Howell’s branch but he himself is responsible for customs, immigration, weights
and measures, shipping, and merchant seamen.

RENT CONTROL

Residential rents may not exceed levels of June 30, 1941, except by permission
of the rent control authorities who may act on application of the landlord or
tenant. Neal (the Commissioner of Natural Resources) was not clear as to the
criterion used in reaching decisions on applications from landlords or tenants but
I got the impression that they followed the rule of levels prevailing for similar
accommodation in the neighbourhood. Rentals may be fixed on new dwellings on
application of the tenant. Rent control is only an important and practical matter
in St. John’s. In the outports only one case has been dealt with, at Argentia.

PRICE CONTROL

Neal admitted that price control had been relatively ineffective. No attempt
was ever made to impose a ceiling since such a high proportion of the goods sold
in Newfoundland are imported. At present there is mark-up control on food-
stuffs, hardware, and fishermen’s clothing.

HEALTH GRANTS

I had a talk with Quinton, Commissioner for Health and Welfare, regarding
health grants. They are particularly concerned about the hospital grants. All
hospitals in Newfoundland are built by the government and there are some who
feel that the prospect of assistance from the federal government will result in
further delays in the construction of the Corner Brook Hospital which is already
encountering difficulties because of rising costs. Quinton’s officials are convinced
that our system of health grants will not provide any relief to the provincial
budget and that it will be necessary to curtail services because of lack of funds.
Questions were asked about D.V.A. hospitals and hospitals for merchant seamen
which I was unable to answer and they will certainly come up for discussion when
the delegation is in Ottawa.

718. NPA/GN 10

Extraits du procés-verbal d'une réunion de la délégation de
Terre-Neuve aux négociations des Conditions de I'union

Extracts from Minutes of a Meeting of the Delegation of
Newfoundland to the Negotiations of the Terms of Union

MINUTES OF TWENTY-NINTH MEETING HELD ON
THE 14TH OF SEPT., 1948, AT 10.00 A .M.

All members were present.
NEW TAXATION

267.With reference to the necessity of raising additional revenue to bridge the
gap between Revenue and Expenditure envisaged in the Sketch Budget and with
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particular regard to the attitude which may possibly be adopted by the Federal
Government to any request from Newfoundland for increased financial assist-
ance, Mr. Smallwood stated that, in his opinion, there was very little chance of
the delegation being successful in this respect unless it can definitely be shown
that the amount of revenue that can be raised by taxation in Newfoundland is
limited. He stated that, in the Maritime Provinces particularly, the main sources
of revenue are (i) liquor (ii) roads e.g. gasoline tax etc., and (iii) the public
domain. As far as Newfoundland was concerned (i) presented favourable possi-
bilities but (ii) was not so fertile because of the scarcity of roads in Newfound-
land and fewer motor vehicles as compared with the Maritime Provinces. With
regard to (iii} the position in Newfoundland under Confederation will be most
unfavourable. In the past the chief revenues obtained by Newfoundland from the
public domain have been in the form of income tax and customs duties paid by
operating Companies and these will henceforth be taken by the Federal Govern-
ment. The only revenue which will be left to the Province from its natural re-
sources will be rentals and royalties etc., and in most cases these are fixed by
agreement and cannot be increased. Members generally agreed with these re-
marks and, in order to enable them to appraise the true position as regards the
extent to which the natural resources of Newfoundland have been alienated and
also the extent to which the revenues obtainable therefrom are limited by legisla-
tion, the Secretary was instructed to obtain complete data with respect to this
matter from the Department of Natural Resources.

MATTERS TO BE DISCUSSED IN OTTAWA

268.1t was considered that the delegation was now in a position to prepare a
tentative list of the various matters to be discussed during negotiations in Ottawa.
The Chairman suggested that the Minutes of all Meetings to date should be
examined in this respect and a list compiled therefrom accordingly. This proce-
dure was adopted with the following results:

TO BE DISCUSSED IN OTTAWA

1. Enrichment of flour and butter.

2. Sea fisheries.

3. Local industries.

4. Useof Harmon Field and construction of air strips for civilian purposes.

5. Clarification of position with respect to Government agreements.

6. Income Tax from changeover standpoint.

7. Public and National Harbours and position with respect to small wharves,
etc.

8. Trans-Canada Highway.

9. Trademarks, Copyrights and Patents.

10. Loss of Revenue as a result of political uncertainty.

11. Redrafting of Clause 2 of Grey Book.

12. Information regarding eligibility under the Family Allowance Act, 1944,
13. Clarenville Boats.
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RESERVED FOR FURTHER CONSIDERATION

1. Refund of Customs duties.

2. Making Newfoundland a domestic market.

3. U.S.imports — provision of exchange to enable Nfld. to continue purchas-
ing from this source.

4. Orders placed in U.S. before the 3rd of June, 1948 (in the case of capital
goods intended for use in Newfoundland industries up to the date of Union) and
not received until after entry into Confederation.

5. Application of Canadian Shipping Act as amended to (i) local masters and
mates, etc., (ii) coastwise shipping with particular reference to ships of foreign
registry, (iii) inspection of locally registered craft, (iv) sealfishery, (v) whaling

and (vi) position of local fishermen in respect of sick mariners’ hospitalization
scheme.

719. NPA/GN 10

Extraits du procés-verbal d’une réunion de la délégation de
Terre-Neuve aux négociations des Conditions de 'union

Extracts from Minutes of a Meeting of the Delegation of
Newfoundland to the Negotiations of the Terms of Union
MINUTES OF THIRTIETH MEETING HELD ON THE
14TH OF SEPTEMBER, 1948, AT 2.30 P.M.
All members were in attendance with the exception of Mr. Bradley.
EXPERT ADVICE

271.The Chairman announced that he had received a cable from Dr. Kerr,
President of Dalhousie University, approving leave of absence for Dean Mac-
Donald and requesting permission to give publicity to his appointment in the
Canadian Press. Members agreed that such publicity may be given.

MATTERS TO BE DISCUSSED IN OTTAWA

272.The listing of the various matters to be discussed by the delegation in
Ottawa was resumed as follows:

TO BE DISCUSSED IN OTTAWA

14. Position of all buildings housing Provincial services.

15. (i) Amendment of Clause 16 (1) of Grey Book by substitution of “an
efficient freight and passenger steamship service” for “a steamship service” in
second line. (ii) Amendment of Clause 16 (3)(b) of Grey Book by deletion of
words “so far as appropriate.”

16. Construction of Marine Hospital.

17. Nfid. Broadcasting Corporation (i) repayment of Government loan and
surrender of reserves, (ii) policy respecting charges for Provincial Government

and religious broadcasts, (ii1) retention of Newfoundland character, (iv) reten-
tion of 640 K.C. frequency, and (iv) status of local management.
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18. Establishment of minimum of seven County Courts.

19. Public Debt.

20. Gander Airport (see Minute 213 and brief).

21. Newfoundland Railway (see brief).

22. Posts and Telegraphs (see brief).

23. Repatriation of sterling surplus and war savings.

24. Arrears of taxation.

25. Insertion of clause saving contracts made by Nfld. Government prior to
Confederation.

26. (i) Clause 12 of Grey Book to read “nine months” instead of “six months.”

(ii) Payments due Province under Tax Agreement to be retroactive.

SELECTION OF ADVISERS TO ACCOMPANY DELEGATION
276.This matter was discussed and deferred for consideration by the full
delegation.

720. NPA/GN 10

Extraits du procés-verbal d'une réunion de la délégation de
Terre-Neuve aux négociations des Conditions de I'union

Extracts from Minutes of a Meeting of the Delegation of
Newfoundland to the Negotiations of the Terms of Union
MINUTES OF THIRTY-FIRST MEETING HELD ON
THE 15TH OF SEPT., 1948, AT 10 A.M.

All members were present with the exception of Mr. Bradley.

LETTER FROM NFLD. MOTOR TRADE ASSOCIATION'

280. A letter received from the Nfld. Motor Trade Association with reference to
a number of problems confronting their members as a result of Confederation
was discussed and it was decided to call in Mr. D. M. Clouston, a representative
of the Association, for immediate consultation.

MATTERS TO BE DISCUSSED IN OTTAWA

281.Whilst awaiting the arrival of Mr. Clouston, further consideration was
given to the letter of the Motor Trade Association and as some of the problems
described therein appeared to apply generally to other trades and industries in
Newfoundland it was decided to add the following to the list of matters to be
discussed in Ottawa.

27. Goods in Newfoundland in bonded warehouses or in transit at the date of
Confederation to be made available to importers on payment of prevailing Cana-
dian rates of duty.

28. Relaxation of austerity programme in respect of Newfoundland.
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29. Sales tax not to apply to any goods manufactured in or imported into
Newfoundland prior to the date of Union.

30. Supply of barrelled beef, tinned milk and paper machine clothing.
TAXATION OF COOPERATIVE SOCIETIES

282.Consideration was given to a memorandum' submitted by the Director of
Cooperation relative to the taxation of Cooperative Societies in Canada and it
was agreed to add this question to the list of matters to be discussed in Ottawa as
Item No. 31 thereon.

LETTER FROM NFLD. MOTOR TRADE ASSOCIATION

283.Upon the arrival of Mr. Clouston the contents of the letter from the Associ-
ation were discussed at length and it was agreed that in order to enable the
delegation to explore the situation further, Mr. Clouston should endeavour to
obtain as quickly as possible statistics relative to the size of the motor trade and
its value to the economy of Newfoundland, e.g. the number of dealers selling
cars, the number of garages throughout the country, the number of employees
and the amount of wages paid annually, the value of spare parts imported, the
percentage of American cars in Newfoundland and total sales to American Bases
personnel etc. With regard to sales to American Bases personnel, the Secretary
was directed to obtain from Customs on behalf of Mr. Clouston information
regarding the number of units so sold and their dollar invoice value.

EXPERT ADVISERS

284.1t was agreed that publicity should be given in the local press to the ap-
pointments of Messrs. Thompson and MacDonald. The Secretary was instructed
to attend to this matter.

SELECTION OF ADVISERS TO ACCOMPANY
DELEGATION TO OTTAWA

285.1t was agreed that the Secretary of Finance was the only adviser whom it
was necessary for the delegation to take with it to Ottawa immediately. It was
further agreed, however, that when matters were being discussed in Ottawa
relative to any Department of Government in Newfoundland, the Head of that
Department and any other officials thereof who may be required will be re-
quested to proceed immediately to Ottawa for consultation. The Chairman
stated that he would arrange with the Commission of Government for the ser-
vices of these officials to be made available to the delegation as and when
necessary.

MATTERS TO BE DISCUSSED IN OTTAWA
288.The following items were added to the list already compiled in this respect:
TO BE DISCUSSED IN OTTAWA

32. Pensions (i) C.N.R. to take over pensions already awarded and accruing in
respect of the Nfld. Railway and (ii) Federal Government to take over pensions
accruing in respect of services with Newfoundland Government.

33. Amendment of Clause 19 of Grey Book.

34. Re-drafting of Clause 21 of Grey Book.
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35. Clauses in Goose Airport and other Agreements guaranteeing employment
of Newfoundlanders.

RESERVED FOR FURTHER CONSIDERATION
6. Clause 13 of Grey Book.

721. NPA/GN 10

Extraits du procés-verbal d’une réunion de la délégation de
Terre-Neuve aux négociations des Conditions de ['union

Extracts from Minutes of a Meeting of the Delegation of
Newfoundland to the Negotiations of the Terms of Union

MINUTES OF THIRTY-SECOND MEETING HELD ON
THE 1 6TH OF SEPT., 1948, AT 10.00 A.M.

All members were present with the exception of Mr. Bradley.

MEMORANDUM NO. 3 FROM FISHERIES BOARD

290.Memorandum No. 3" from the Fisheries Board regarding (i) issue of
trawling licences and (ii) fishermen’s insurance, was read and noted.

ADVISERS TO ACCOMPANY THE DELEGATION TO OTTAWA

292.1t was agreed that the Secretary for Justice should accompany the dele-
gation to Ottawa as legal adviser. It will not be necessary to change the number
of plane reservations already arranged (eleven) as Mr. Smallwood stated that he
will be proceeding to Canada before the 3rd of October.

MATTERS TO BE DISCUSSED AT OTTAWA
293.The following items were added to the list of matters to be discussed in
Ottawa.

TO BE DISCUSSED
37. Eligibility of Newfoundland Veterans for re-establishment credit.
38. Penitentiary to be taken over by Federal Government.
39. Repayment of recoverable amounts.

40. Constitution for Province e.g. (i) females over 21 to vote (ii) Labrador, (iii)
provisions for voters’ list and (iv) general adaptation of legislation.

41. Federal Districts.
42. T.B. Sanatoria for Mariners.

43. Federal Housing aid.
44. Establishment of units of regular armed forces in Newfoundland.

45. Status of present Newfoundland Passports.
46. Status of Newfoundland Savings Bank.
47. Coal subsidization.
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FEDERAL EXPENDITURES IN RESPECT OF NEWFOUNDLAND

294.The Chairman referred to a statement of “additions to ordinary (federal)
expenditures as a result of Union with Newfoundland in a typical year,” submit-
ted by Canada in response to a question asked in the National Convention by Mr.
Hollett.22 He stated that he would like to know exactly what these expenditures
applied to and whether they were intended to cover only costs of services which
would be maintained in Newfoundland by the Federal Government or were in
addition thereto. The Secretary was instructed to circulate the statements to the
Heads of the Departments concerned and obtain their views thereon.

722. NPA/GN 10

Procés-verbal d’une réunion de la délégation de Terre-Neuve
aux négociations des Conditions de 'union

Minutes of a Meeting of the Delegation of Newfoundland
to the Negotiations of the Terms of Union

MINUTES OF THIRTY-THIRD MEETING HELD ON
THE 16TH OF SEPT., 1948, AT 2.30 P.M.

All members were present with the exception of Mr. Bradley. The Director of
Agriculture was also in attendance.

INFORMATION FROM GOVERNMENT DEPARTMENTS

295.The Secretary was instructed to communicate immediately with all officials
in Government Departments from whom the delegation has requested briefs,
etc., on various matters and to arrange for the submission of this information
without delay.

AGRICULTURE

296.The delegation held a long discussion with Mr. Gillis relative to various
Agricultural services in Newfoundland and the extent to which financial assist-
ance in respect thereto might reasonably be requested from the Federal Govern-
ment over and above that which will ordinarily be provided by Canada. It was
agreed that he should submit a brief on this matter for consideration by the
delegation at an early date.

MATTERS TO BE DISCUSSED IN OTTAWA

297. At the suggestion of the Chairman it was agreed that each member should
assume responsibility for the preparation of briefs on specific items on the list of
matters to be discussed in Ottawa. The list was accordingly distributed as
follows:

(i) Chairman. Nos.9,11,19,23,33,35,37 and Nos. 5 and 6 on the Reserve list.

(ii) Mr. Bradley. Nos. 2,10,22,38,40 and 46.

(iii) Mr. Smallwood. Nos. 1,4,7,8,14,17(c),(d) and (¢),20,26,31 and 41.

(iv) Mr. Winter. Nos. 16,27,29,30,36 and Nos. 3 and 4 on the “Reserve” list.

22Voirappendice A. 22See Appendix A.
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(v) Mr. Crosbie. Nos. 12,32,39,42 and 45.
(vi) Mr. Gruchy. Nos. 15,28,43,44 and 47.
(vil) Mr. McEvoy. Nos. 3,5,6,13,18,21,24,25 and 34.

It was agreed that the delegation should adjourn until Tuesday, September
21st, in order to enable members to proceed with the preparation of their briefs.
The Chairman stated that the Offices would remain open for the convenience of
members wishing to use them or to obtain information etc., from the Secretary.

The meeting adjourned at 4.45 p.m.

723. PCO-CRF
Extrait d’un mémorandum du secrétaire du Cabinet au Cabinet
Extract from Memorandum from Secretary to the Cabinet to Cabinet

CONFIDENTIAL Ottawa, September 20, 1948

CABINET COMMITTEE ON NEWFOUNDLAND;
MEMBERSHIP

2. All departments of government will be affected in some degree by arrange-
ments made for bringing Newfoundland into Confederation. Questions will arise
from time to time which affect certain departments directly. It is therefore in-
tended that Ministers who are not members of the Committee will be invited to
attend meetings when matters of concern to them are under consideration.

A.D. P. HEENEY

724. NPA/GN 10

Extraits du procés-verbal d’une réunion de la délégation de
Terre-Neuve aux négociations des Conditions de I'union

Extracts from Minutes of a Meeting of the Delegation of
Newfoundland to the Negotiations of the Terms of Union
MINUTES OF THE THIRTY-FOURTH MEETING HELD ON
THE 21ST OF SEPTEMBER, 1948, AT 10.00 A.M.

All members were present.
EXPERT ADVICE
298.The Chairman stated that a cable had been received from Mr. Thompson
advising that he would arrive in Newfoundland on the 23rd of September for
consultation with the Delegation.[ . . . ]

300.A letter' from the Secretary for Natural Resources enclosing a brief on the
probable set-up in his Department under Confederation was noted. It was sug-
gested that this brief should be submitted to the Secretary for Finance for his
information in connection with the Sketch Budget which he was preparing.
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301.A statement' from the Secretary for Customs respecting duty-free items on
the Newfoundland Customs Tariff was noted.

302.A memorandum' prepared by the Manager of the Broadcasting Corpora-
tion of Newfoundiand on the organization, etc., of the Canadian Broadcasting
Corporation was noted.

304.A letter' from the Newfoundland Medical Association requesting an inter-
view with the Delegation was noted. The Secretary was directed to inform the
Association that the Delegation would be pleased to meet their representatives at
4 p.m.

307.A letter’ from the Secretary for Home Affairs respecting passports was
read and noted.

308.The Secretary was requested to inform the Newfoundland Board of Trade
that the Delegation wished to meet their representatives on the 22nd of Septem-
ber at 10.00 a.m. for the purpose of discussing the brief recently submitted by
them.2

309.The Secretary was instructed to write the Atlantic Guardian Ltd. ac-
knowledging their letter' of recent date and informing them that no action could
be taken by the Delegation at this time in the matter of coverage by the Press of
the forthcoming negotiations in Ottawa.

FIRST DRAFT OF DELEGATION BRIEF

311.The first draft of the briefs prepared by members on Items 1-13 on the list
of matters to be discussed in Ottawa, were considered, amended in certain re-
spects and passed to the Secretary for retyping.

725. NPA/GN 10
Procés-verbal d'une réunion de la délégation de Terre-Neuve
aux négociations des Conditions de 'union
Minutes of a Meeting of the Delegation of Newfoundland
to the Negotiations of the Terms of Union

MINUTES OF THE THIRTY-FIFTH MEETING HELD
ON THE 21ST OF SEPT., 1948, AT 2.30 P.M.

All members were present.
FIRST DRAFT OF DELEGATION BRIEF.

312.Briefs' as prepared by members on Items 14 to 22 were considered,
amended in certain respects and passed to the Secretary for retyping.

23Voir la piéce jointe, document 1043, 23See enclosure, Document 1043.
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NEWFOUNDLAND MEDICAL ASSOCIATION

313.The remainder of the meeting was directed to a discussion with Drs. Con-
roy and Pottle, representing the Newfoundland Medical Association relative to
public health services in Newfoundland under Confederation. Dr. Conroy stated
that the Association had given considerable thought to this question and was
perturbed over the possibility that, under Confederation, not alone might New-
foundland not be in a financial position to continue the improvement and develop-
ment of these services but might even be forced to lower present standards. The
Association was of the opinion that this would be absolutely disastrous, particu-
larly when it is considered that public health services in Newfoundland at the
present time are still below the level of those existing in other Provinces of
Canada. Members assured Drs. Conroy and Pottle that this matter had already
received careful attention and was being thoroughly examined from every angle.
It was agreed, however, that a statement from the Medical Association setting
forth their views on the matter would strengthen considerably any recommenda-
tions which may subsequently be submitted by the Delegation to the Federal
Government. Dr. Conroy undertook to have such a statement prepared without
delay.

726. NPA/GN 10

Procés-verbal d’une réunion de la délégation de Terre-Neuve
aux négociations des Conditions de l'union

Minutes of a Meeting of the Delegation of Newfoundland
to the Negotiations of the Terms of Union

MINUTES OF THIRTY-SIXTH MEETING HELD ON THE
22ND OF SEPTEMBER, 1948, AT 10.00 A.M.

All members were present. Messrs. Ayre, Bowring, Renouf, Miller, Leith and
Cook, representing the Newfoundland Board of Trade, were also in attendance.

NEWFOUNDLAND BOARD OF TRADE

314.The Chairman welcomed the representatives of the Board of Trade and
informed them that the Delegation had received their brief and that it had been
read by members with considerable interest. The purpose of calling them in for
consultation was to enable them, if they so desired, to elaborate upon any of the
points contained in the brief, or to submit any additional information which they
may not have included therein.

315.The remainder of the meeting was directed to a lengthy discussion of the
brief, item by item, and during this discussion in which all persons present partic-
ipated, the various recommendations made by the Board of Trade were carefully
examined. The Chairman informed the representatives that all matters referred
to in the brief had already been considered by the Delegation in detail and
assured them that their suggestions would certainly be kept in mind in connection
with any proposals which might be submitted to the Federal Government when
the final terms of Confederation were being negotiated. Mr. Ayre, speaking as
President of the Board of Trade, stated that he was extremely pleased to have
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such an assurance and had no doubt that the interests of the trade and of New-
foundland generally would be safeguarded by the Delegation to the fullest possi-
ble extent. He assured the Chairman, in return, that his organization was at the
disposal of the Delegation for any assistance or information which might be
required and expressed the hope that the Delegation would not fail to call upon
them, if necessary.

316.Before the representatives retired, Mr. Ayre asked the Delegation to keep
in mind particularly the absolute urgency of making some announcement regard-
ing the salt codfish situation and the matter of refund of Customs duties at the
earliest possible date in view of the doubt and uncertainty presently existing in
these respects.

The meeting adjourned at 1.00 p.m.

727. NPA/GN 10

Procés-verbal d’une réunion de la délégation de Terre-Neuve
aux négociations des Conditions de I'union

Minutes of a Meeting of the Delegation of Newfoundland
to the Negotiations of the Terms of Union
MINUTES OF THIRTY-SEVENTH MEETING HELD ON THE
22ND DAY OF SEPTEMBER, 1948, AT 2.30 P.M.
All members were present.
FIRST DRAFT OF DELEGATION BRIEF
317.Briefs' on Items 23-33 as prepared by members were considered, amended
in certain respects and passed to the Secretary for retyping.
318.The Secretary was instructed to add a paragraph to the “Fisheries™ Brief
relative to the sale of salt codfish to European markets.

The meeting adjourned at 5 p.m.

728. NPA/GN 10 438 (22)

Le secrétaire a I'Education, le ministére de I'Education de
Terre-Neuve, au secrétaire, la délégation de Terre-Neuve
aux négociations des Conditions de 'union

Secretary for Education, Department of Education of
Newfoundland, to Secretary, Delegation of Newfoundland
to the Negotiations of the Terms of Union

St. John’s, September 22, 1948

Dear Mr. Channing,

Further to your letter of August 30th" and mine of same date' [ am now in a
position to inform you that the subject matter of your communication, namely
Clause 19 of the arrangements for the entry of Newfoundland into Confederation
with Canada has now been considered by the Council of Education and in turn by
the various religious denominations represented on the Council.
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1 am attaching hereto copies of the statements submitted by the Executive
Officers of the Department of Education on behalf of their respective denomina-
tional authorities. It will be noted that the Roman Catholic, Church of England
and Salvation Army denominations are substantially in agreement with the pro-
visions of Clause 19, but that the United Church of Canada denomination is of
the opinion that the first paragraph of the Clause, slightly amended, could pro-
vide adequate safeguards to existing rights and privileges.

Yours sincerely,

G. A. FRECKER

[PIECE JOINTE 1/ENCLOSURE 1]

Mémorandum de l'officier administratif (Catholique romain),
le ministére de I'’Education de Terre-Neuve, au secrétaire,
le Conseil de I'éducation de Terre-Neuve

Memorandum from Executive Officer (Roman Catholic),
Department of Education of Newfoundland, to Secretary,
Education Council of Newfoundland

St. John’s, September 22, 1948

SUBJECT: NEWFOUNDLAND DELEGATION CLAUSE 19

The Roman Catholic Authorities have examined Clause 19 of the Arrange-
ments for the entry of Newfoundland into Confederation with Canada as submit-
ted to His Excellency the Governor by the Prime Minister of Canada on the 29th
October, 1947 and are in general agreement with the wording of Clause 19 with
the addition of the words “and Colleges” after the word “schools” in the second
paragraph which would then read — “affecting” any right or privilege with
respect to denominational schools and colleges.

The Roman Catholic authorities would, however, like further elucidation on
the full implications of the concluding statement which reads as follows: “and to
receive, notwithstanding such amalgamation or union, their proportionate share
of the public funds of Newfoundland devoted to education.” For example would
the Amalgamated Schools then share in the College Grant or the Grant for
assistance to Pupil Teachers? To date these Grants have been allocated denomi-
nationally on a per capita basis. If, as may probably happen, amalgamation
increases to the point where say 25% of the population will be served by Amalga-
mated Boards, would 25% of the grants apportionated among the various recog-
nized denominations on a per capita basis be apportioned to the amalgamated
service and, if so, on what basis? Would the 25% be a charge on the share of the
denominations taking part in the Amalgamation or a charge on the whole Vote?
The latter method of allocation would involve a reduction in the legitimate over-
all per capita share of the groups not forming part of the Amalgamated service.

R.J. HANLEY
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[PIECE JOINTE 2/ENCLOSURE 2]

Meémorandum de I'officier administratif (Eglise Unie), le
ministére de I'’Education de Terre-Neuve, au secrétaire,
le Conseil de I'éducation de Terre-Neuve

Memorandum from Executive Officer (United Church),
Department of Education of Newfoundland, to Secretary,
Education Council of Newfoundland

St. John’s, September 20, 1948

I have referred Clause 19 of the arrangements for entry into Confederation of
Newfoundland with Canada, as submitted to His Excellency the Governor by the
Prime Minister of Canada in October 1947, to the United Church authorities
and have to report the following comment:

That the first paragraph of the Clause in question could provide adequate
safeguards to existing rights and privileges by being amended to read:

“The Legislature of the Province of Newfoundland will have exclusive author-
ity to make laws in relation to education within the Province as if Confederation
had not been consummated.” The second paragraph of the Clause should be
deleted.

We submit that we have no right to restrict the rights or authority of the
Legislature in dealing with a matter that is the distinct province of the Legisla-
ture. We agree that all existing rights and privileges in education should be
strictly preserved, but we do not agree that in addition the Legislature should be
restricted for all time from making any changes in education which may reflect
the will of the majority. If the present rights and privileges in education are
protected and the Provincial Legislature retains the authority which now exists
and has existed without risk to present rights and privileges in education, that
should be adequate.

FRA J. F. ENNIS

[P1ECE JOINTE 3/ENCLOSURE 3]

Mémorandum de I'officier administratif (Armée du salut), le
ministére de I'Education de Terre-Neuve, au secrétaire,
le Conseil de I'éducation de Terre-Neuve

Memorandum from Executive Officer (Salvation Army),
Department of Education of Newfoundland, to Secretary,
Education Council of Newfoundland

St. John’s, September 22, 1948

In reference to Clause 19 of the arrangements for entry into Confederation of
Newfoundland with Canada as submitted to His Excellency by the Prime Minis-
ter of Canada in October, 1947, I am able to report that the clause appears to be
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satisfactory, though it was questioned as to whether the word “authorize” used in
the clause (line 10) could be interpreted in a coercive sense.

This would not be an ordinary interpretation and I assume that protection
from coercive measures on the part of a future government to join any amalga-
mation at any time is assured by the clear stipulation in the opening phrases of
the clause.

With this understanding, the present wording appears to be satisfactory to our
denomination.

W. C. BROWN

[PIECE JOINTE 4/ ENCLOSURE 4]

Mémorandum de 'officier administratif (Eglise d’Angleterre),
le ministére de 'Education de Terre-Neuve, au secrétaire,
le Conseil de I'éducation de Terre-Neuve

Memorandum from Executive Officer (Church of England),
Department of Education of Newfoundland, to Secretary,
Education Council of Newfoundland

St. John’s, September 16, 1948

I have referred Clause 19 of the arrangements for entry into Confederation of
Newfoundland with Canada as submitted to His Excellency by the Prime Minis-
ter of Canada in October 1947, to the Church of England authorities and have to
report that, with the possible addition of the words “or colleges” after the word
“schools” in the fourth line of the second paragraph, I have no suggestion for any
change as the statement appears to be satisfactory in all other respects.

R. L. ANDREWS

729. NPA/GN 10 438 (2)

Le secrétaire aux Finances, le ministére des Finances de
Terre-Neuve, au secrétaire, la délégation de Terre-Neuve
aux négociations des Conditions de 'union

Secretary for Finance, Department of Finance of Newfoundland,
to Secretary, Delegation of Newfoundland to the Negotiations
of the Terms of Union

St. John’s, September 23, 1948

You will recall that the Delegation asked me to attempt to forecast the revenue
and expenditure of the Province of Newfoundland during the first six years of
Union.
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2. I attach eight copies of estimates24 which have been prepared on the broad
lines indicated by the members and based on the following premises:

(a) Union will take effect from 1st April, 1949;

(b) Expenditure trends will, generally, be comparable to those revealed in the
Public Accounts, etc., relating to the eleven years ending 31st March, 1949.

3. Sothat the Delegation might be in a position to relate the annexed expendi-
ture estimates, as revised for 1949-50, with the first Sketch Budget, I have in-
serted two additional columns of figures which show (a) the figures in the Sketch
Budget for the first year broken down by services, (b) a reallocation of the figures
concerned to show, under ordinary provincial expenditure, certain recurrent
issues shown originally as Reconstruction Plan expenditure.

4. It will be noted that in 1949-50 expenditure, which, in my view, will have to
be met to complete works commenced under the Reconstruction Plan, is fully
covered on both “ordinary” and “capital” accounts from revenue of the year
concerned, because I have brought in all possible items of non-recurring revenue
(“windfalls™), including some $4,125,000 income tax on 1948 income and $4.6
M. recoveries of working capital. It is due to the incorporation of these windfalls
that the deficit of $5.7 millions shown in the First Sketch Budget has been con-
verted into a revenue surplus of $1.2 million. Whether or not all, or any of these
windfalls will actually be brought to account as Provincial revenue will, of course,
depend on the outcome of the impending discussions at Ottawa.

5. Inrespectof 1950-51 and 1951-52, provision is made for “capital” expendi-
ture out of pre-1949-50 Revenue Surplus at the comparatively modest rate of
$2,600,000 per annum, which, because of exhaustion of that Surplus through
transfers to cover deficits, vanishes completely in the fourth year of Union.

6. It will be appreciated, I am sure, that the preparation of estimates for
Government services for even one year in advance presents problems which, so
far as | am aware, have never been fully solved with the result that, even on such
a short-term basis as one year in advance, Government estimating rarely reflects
actual outturns of either revenue or expenditure; the margin of error in forecast-
ing up to six years into the future is, obviously, very greatly enhanced.

7. In view of the comments in the preceding paragraph, I presume that it is
not necessary for me to emphasize that [ am unable to accept responsibility for
the figures incorporated in the annexures hereto, which are, in effect, little more
than guesses as to what may be received or expended by the Province, on the
assumptions prescribed by the Delegation and recorded at para. 2(b) above.

W. M. MARSHALL

24Seulement deux tables de ces estimations sont 240nly two tables from these estimates are re-
reproduites ici. produced here.
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[PIECE JOINTE 1/ENCLOSURE 1]
PROVINCIAL REVENUE AND EXPENDITURE OF NEWFOUNDLAND
FOR THE FIRST SIX YEARS OF UNION TOGETHER WITH
ACCUMULATED REVENUE SURPLUS ACCOUNT

1949-50 1950-51 1951-52

Expenditure
Ordinary $20,019,700 $21,452,300 $23,303,500
Capital 3,625,000 2,600,000 2,600,000
23,644,700 24,052,300 25,903,500
Revenue 24,899,200 15,335,700 15,215,900
Gross Deficit Nil 8,716,600 10,687,600
Surplus revenue 1,254,500 1,254,500 Nil
Net Deficit Nil 7,462,100 10,687,600
Transfer from Accumulated Nil 7,462,100 10,687,600

Surplus Revenue Account
Uncovered Deficit Nil Nil Nil
1952-53 1953-54 1954-55

Expenditure
Ordinary $24,005,600 $24,415,300 $24,415,300
Capital Nil Nil Nil
24,005,600 24,415,300 24,415,300
Revenue 14,655,400 14,178,900 13,828,900
Gross Deficit 9,350,200 10,236,400 10,586,400
Surplus Revenue Nil Nil Nil
Net Deficit 9,350,200 10,236,400 10,586,400
Transfer from Accumulated 5,250,300 Nil Nil

Surplus Revenue Account
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Uncovered Deficit 4,099,900 10,236,400 10,586,400
4,099,900

14,336,300 14,336,300

24,922,700

[PIECEJOINTE 2/ENCLOSURE 2]
ACCUMULATED SURPLUS ACCOUNT

1948-49 1949-50 1950-51
Opening Balance $28,182,000 $23,400,000 $23,400,000
Debt Reserve 3,232,000
24,950,000
Deficit 1,550,000 Nil 7,462,100
Closing Balance 23,400,000 23,400,000 15,937,900
1951-52 1952-53 1953-54 1954-55
Opening Balance 15,937,900 5,250,300
Debt Reserve
Deficit 10,687,600 5,250,300
Closing Balance 5,250,300 Nil Nil Nil
730. NPA/GN 10 438 (20)

Le gérant, Newfoundland Associated Fish Exporters Ltd., au secrétaire,
la délégation de Terre-Neuve aux négociations des Conditions de I'union

Manager, Newfoundland Associated Fish Exporters Ltd., to Secretary,
Delegation of Newfoundland to the Negotiations of the Terms of Union

St. John’s, September 23, 1948
Dear Sir,

We are attaching 8 copies of Memorandum prepared by us in connection with
the marketing of Newfoundland salt fish. In the Memorandum reference is made
to the legal Opinion secured from Mr. V. C. MacDonald, K.C., being attached,
but due to the length of the Opinion and the time factor, we are unable to enclose
8 copies. We are, however, enclosing one copy’ which we have available, and
suggest that the members of the Delegation will be able to refer to this if neces-
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sary, although the answers to the questions put to Mr. MacDonald are quoted in
the Memorandum.

We are also requested to enquire if the Delegation will be requiring the assist-
ance of advisers from the salt fish trade during the course of negotiations in
Ottawa. In view of the importance of the question, it is respectfully suggested
that consultants from the salt fish trade would be of assistance to the Delegation.
The expenses of any such consultants would be met by the trade. Should the
Delegation approve this suggestion, an early reply would be appreciated so that
the necessary arrangements can be proceeded with.

If there is any further information or assistance which the Delegation requires
we shall be pleased to assist.

Yours very truly,
F.A.J. Laws

[PIECE JOINTE/ENCLOSURE]

Extraits d'un mémorandum de la Newfoundland
Associated Fish Exporters Lid.

Extracts from Memorandum by Newfoundland
Associated Fish Exporters Lid.

St. John’s, September 21, 1948

MEMORANDUM BY NEWFOUNDLAND ASSOCIATED FISH
EXPORTERS LTD. ON SALT FISH MARKETING FOR
CONSIDERATION OF NEWFOUNDLAND DELEGATION
TOOTTAWA

The Delegation is already in possession of copy of a letter’ addressed to H.E.
the Governor dated August 2nd, in which there is briefly outlined the circum-
stances leading up to the present system of marketing Newfoundland Salt Fish
and the position of marketing at the present moment. The following will en-
deavour to enlarge on those circumstances and the present system of marketing
as well as raise some points which are relevant to the subject.

POSITION OF NAFEL UNDER CONFEDERATION

An Opinion as to the effect of admission of Newfoundland as a Province of
Canada upon regulation of the export-marketing of salt fish was secured from
Mr. V. C. MacDonald, K.C., of Halifax. A copy of the Opinion in full will be
attached to this memorandum, but it is desirable to quote here the answers to
questions, and conclusions contained therein:

PART IV
ANSWERS TO QUESTIONS
(1) *“In my opinion those parts of the Fisheries Board Act which relate to the
regulation by licensing etc. of the export of salt fish and the marketing thereof
outside Newfoundland will be beyond the capacity of the Province of Newfound-
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land to enact; because relating to matters of interprovincial or external trade and
commerce which are within the exclusive power of the Parliament of Canada.

ANSWER: The Provincial Legislature of Newfoundland will not have the
power to do so.

(2) Inmy opinionsuch regulatory and licensing provisions as are contained in
Section 7 (and 9) and the Reguiations of the Commission and the Notice given
thereunder by the Board, and which restrict the export-marketing of salt fish and
require the compulsory delivery of such fish to NAFEL and confer upon it the
exclusive right of export and foreign sale, will be beyond the capacity of the
Provincial Legislature of Newfoundland for the same reasons as in (1) above.
Moreover, NAFEL will be unable to maintain its status as a Provincial corpora-
tion for its corporate objects are non-Provincial in nature and therefore subject to
Dominion Law.

ANSWER: The Provincial Legislature of Newfoundland will not have the
power to do so.

Note: In coming to the conclusions above as to Questions (1) and (2) I attach
much importance to the decisions cited in Part I1I Section C (e) above; in partic-
ular I stress the decision in In re Grain Marketing Act, supra, as it relates to
Provincial (compulsory) co-operative marketing statute almost identical with the
Newfoundland legislation here under consideration.

(3) Inmy opinion the present legislation in so far as it creates NAFEL a body
corporate and enables regulation of the export-marketing of salt fish it will con-
tinue to have such effects; but in so far as it confers powers upon NAFEL and the
Board in relation to non-Provincial objects and export trade with other countries
or the several Provinces of Canada, those powers may be abrogated by the Do-
minion legislative enactments.

ANSWER: The present legislation will continue in effect until it comes into
conflict with Dominion legislation relating to the regulation of external or inter-
provincial trade and commerce whereupon it will cease to be operative. It re-
mains but to mention three matters:

(a) that the licensing and marketing legislation discussed may be re-enacted
by the Province, but only as regards the trade in salt fish within the limits of that
Province;

(b) that the Dominion Parliament is competent to re-enact the substance of
that legislation so far as it relates to the marketing and export of salt fish from the
Province to another country or to another Province;

(c) when so legislating in relation to the export trade in salt fish it is compe-
tent to the Dominion to vest powers of export regulation similar to those now
possessed by the Newfoundland Fisheries Board in a Board or corporation of its
own creation and to delegate to the latter power to grant such exclusive rights as
are now possessed by NAFEL; but it is a very moot point (now before the Cana-
dian courts) as to whether the Dominion could confer such powers upon any
Provincially created body, such e.g. as NAFEL.
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CONCLUSION

In the result (apart from the temporary period of uncertain duration during
which the existing Newfoundland legislation relating to the internal and external
trade in salt fish will continue in operation) it is clear — in my opinion — that the
whole matter of the trade in salt fish as between Newfoundland and any other
Province or country will come under the exclusive jurisdiction of the Parliament
of Canada.

This Opinion has been based on the assumption (fortified by the terms of the
‘Proposed Arrangements’ above quoted) that in the matter of legislative jurisdic-
tion Newfoundland’s entry into Confederation will follow the terms of Section
146, and the precedents of the past. Accordingly it would seem that any change
in the legal situation herein set forth must be secured, if at all, by a change in the
basis of union itself. As to this however, there is doubt as to how far Parliament
could go in the matter of departing from the present allocation of legislative
power; for Section 146 makes the power of the King in Council ‘subject to the
provisions of this (B.N.A.) Act." Moreover the Government of Canada might well
decline to sanction such a departure from the allocation which binds nine other
Provinces.”

With reference to 3 (c¢) above, we understand that since the foregoing Opinion
was secured the Canadian Courts have decided that the Dominion cannot dele-
gate its constitutional powers to a Province, nor a Province delegate its constitu-
tional powers to the Dominion.

CONCLUSION

It must always be borne in mind that the present system of marketing New-
foundland Salt Fish has been the result of gradual development during the last 12
years, during which period a great deal of effort and hard work has been done by
the exporters themselves, in collaboration with the Fisheries Board, to bring
about a system of marketing considered to give the best results to our exporters
and fishermen under existing world conditions. Co-operative marketing of New-
foundland salt fish was tried originally under the Group system prior to the war.
A further advance came in 1943 under the international arrangements of the
Combined Food Board and the facilities of the then existing Groups were utilised
to carry out the export of all Newfoundland salt fish during that period. The
prospects of the future are indicated earlier in this memorandum in the quotation
from the report of the Post-War Planning Committee. The views expressed in
1945 when that report was written still hold good. Our competitor countries are
getting into full production. A substantial proportion of their catches is being
frozen, but if anything occurs to decrease the volume of fish which they can sell in
frozen state, it will serve to swell the world total production of salt fish all the
more. Overproduction has not arrived yet, but as the consuming countries of
Europe gradually regain their feet and have more foodstuffs of various types
available to them, so must we look forward to a break in the run of sellers’
markets which we have experienced in recent years. We believe this to be a
realistic outlook, and if Newfoundland is to be in a position to sell its fish to the
best advantage, there can be no doubt that the co-operative form of marketing is
the one most likely to give the best results.
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It is also to be remembered that in 1946 when the trade were giving considera-
tion to the future form of marketing, it was decided to go a step forward and
amalgamate the Groups into one Company with the added feature of pooled
returns, not because of the expectancy of indefinite continuance of a sellers’
market, but precisely because of the realization that tougher days were to come
and the trade’s only hope of having a chance of securing a decent return for our
fishermen lay in the direction of co-operation rather than competition amongst
themselves in the markets. The idea was to get ourselves organized and operating
in preparation for the slump which might come. It was realized that neither
NAFEL nor any regulation of Government could prevent a drop in the world
price of salt fish, but it was felt that, at any rate, such an operation as we now
have would help to cushion the blow, and bring about a measure of stabilization
which would otherwise be impossible under individual marketing. This prospect
was preferred rather than for any repetition of the chaotic and demoralised
conditions which hit the country, and the fish trade in particular, in the period
between the two world wars.

By organization in our fishery affairs, we have gained the confidence of buyers
abroad, and we are in a much better position to face the future than, for example,
the Canadian trade. In any case, we must sell half of our production to Europe,
and in the face of organized selling on the part of Norway, Iceland, and the Faroe
Isies, who are chiefly concerned in European markets, and the organized buying
of the consuming countries, there would be little chance of Newfoundland ex-
porters getting the best results if they are to operate individually.

It will be seen from the opinion secured from Mr. V. C. MacDonald, K.C., of
Halifax, that there is doubt as to whether the Canadian Government will or can
concede to Newfoundland the continuance of the existing marketing organi-
zation. Mr. MacDonald states that “it would seem that any change in the legal
situation must be secured, if at all, by a change in the basis of union itself.”

It remains but for us to repeat our considered conviction that the continuance
of co-operative marketing of Newfoundland fish would be in the best interests of
the fishermen and trade of Newfoundland. The fishery being as it is the key to the
entire economic structure of Newfoundland will, we hope, be fully understood by
the Canadian Government and, in view of this, that they will have special regard
for the position in which Newfoundland is placed and arrange for the continu-
ance of the existing marketing organization in the terms of union.

731. NPA/GN 10

Procés-verbal d’une réunion de la délégation de Terre-Neuve
aux négociations des Conditions de 'union

Minutes of a Meeting of the Delegation of Newfoundland
to the Negotiations of the Terms of Union

MINUTES OF THIRTY-EIGHTH MEETING HELD ON
THE 23RD SEPTEMBER, 1948, AT 10.00 A.M.

All members were present.
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FIRST DRAFT OF DELEGATION BRIEF
319.Briefs' on Items 34-47, as submitted by members were considered,
amended in certain respects and passed to the Secretary for retyping.
The meeting adjourned at 4.45 p.m.

732. NPA/GN 10

Procés-verbal d’une réunion de la délégation de Terre-Neuve
aux négociations des Conditions de I'union

Minutes of a Meeting of the Delegation of Newfoundland
to the Negotiations of the Terms of Union
MINUTES OF THIRTY-NINTH MEETING HELD ON
THE 23RD SEPTEMBER, 1948, AT 2.30 P.M.

All members were present.
CORRESPONDENCE

320.A memorandum' from the Director of Medical Services relative to Public
Health Services in Newfoundland was read. It was noted that a further brief in
this connection would be submitted by Dr. Miller following his return from
Canada where he proposes to study similar services with Maritime Provinces.

321.Statements’ with regard to the cost of operation of various Government
Institutions, as submitted by the Secretary for Public Health and Welfare were
noted.

322.A statement’ submitted by the Secretary for Customs relative to the impor-
tation of petroleum products was noted. The Secretary was requested to obtain
additional information on certain figures contained therein.

323.A statement’ on the U. S. dollar position prepared by the Secretary for
Finance was noted.

324.Memoranda’ submitted by the Secretary for Natural Resources and by the
Government Geologist relative to the collection of rentals and royalties etc. from
natural resources were noted.

325.Information relative to the Bait Depot Service as set forth in a memoran-
dum' from the Secretary for Natural Resources, was noted.

326.A comprehensive brief' prepared by the Secretary for Public Utilities on
various matters connected with the work of his Department was noted. The
Secretary was instructed to check the accuracy of para. (f) of Appendix V (9)
thereto and to ascertain the views of the Secretary for Public Utilities as to what,
in his opinion, would constitute a reasonable rental to be charged the Federal
Government for any space occupied by them in provincial buildings.

PUBLIC HEALTH SERVICES

327.The Secretary was requested to prepare a short [note] on this matter for
inclusion in the Delegation Brief.

UNEMPLOYMENT INSURANCE

328.Mr. Crosbie suggested that the clauses of the Grey Book relative to unem-
ployment insurance, and the Unemployment Insurance Act itself, should be
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studied closely by members to determine the effect and extent of their application
to Newfoundland.

The meeting adjourned at 5.00 p.m.

733. NPA/GN 10

Procés-verbal d’une réunion de la délégation de Terre-Neuve
aux négociations des Conditions de l'union

Minutes of a Meeting of the Delegation of Newfoundland
to the Negotiations of the Terms of Union

MINUTES OF FORTIETH MEETING HELD ON THE
24TH SEPTEMBER, 1948, AT 10.00 A .M.
All members were present. Messrs. J. C. Thompson and W. M. Marshall were
also in attendance.
FINANCIAL POSITION
329.The Chairman extended a warm welcome to Mr. Thompson and thanked
him, on behalf of members, for his co-operation in having agreed to come to
Newfoundland at such short notice. Mr. Thompson assured the Chairman that
he was pleased to accede to the request to be present at this stage and had so
arranged his schedule as to enable him to spend as much time with the Dele-
gation as may be necessary. To date he had not had an opportunity to familiarize
himself with the problems confronting the Delegation, as the documents for-
warded to him by the Secretary had only arrived shortly before his departure. He
stated however, that if the Chairman would care to outline the particular aspects
of Confederation upon which his advice was required, he would give these mat-
ters immediate attention.

330.The Chairman, as requested, described the lines along which the Dele-
gation had been working, particularly with reference to the preparation of a
sketch Provincial Budget and to the question of a Debt Allowance. A copy of the
Budget covering the first six years of Confederation, as prepared by the Secretary
for Finance, was given to Mr. Thompson, together with a copy of a memoran-
dum’ relative to the financial position of Newfoundland which Mr. McEvoy had
had prepared for his personal information. Mr. Thompson undertook to examine
these documents immediately in consultation with the Secretary for Finance.

331.Various matters relative to the Public Debt of Newfoundland and to the
imposition of new taxation under Confederation were discussed briefly by mem-
bers with Mr. Thompson. Reference was also made to the question of sales of
Newfoundland salt codfish to European markets and of refunds of Customs
duties. It was agreed that these points also should be considered by Mr.
Thompson in the course of his investigations and, for this purpose, copies of the
briefs submitted by the Board of Trade and the Associated Newfoundland Indus-
tries Ltd. were passed to him by the Secretary.

332.The Chairman informed Mr. Thompson that an office would be placed at
his disposal in the Colonial Building and assured him of the full co-operation and
assistance of the Delegation at all times.

The meeting adjourned at 1.00 p.m.
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NPA/GN 10

Procés-verbal d’une réunion de la délégation de Terre-Neuve
aux négociations des Conditions de 'union

Minutes of a Meeting of the Delegation of Newfoundland
to the Negotiations of the Terms of Union

MINUTES OF FORTY-FIRST MEETING HELD ON THE
24TH OF SEPTEMBER, 1948, AT 2.30 P.M.

All members were present.

734.

FEDERAL DISTRICTS
333.A map was submitted by Mr. Smallwood showing his recommendations
respecting the proposed Federal Districts which should be set up in Newfound-
land following Confederation. This map was examined and discussed and it was
agreed that the matter should be deferred temporarily in order to enable mem-
bers to consider Mr. Smallwood’s recommendations more fully.

RAILWAY UNIONS
334.The Secretary reported that he had been approached by a representative of
various railway unions requesting an interview with the Delegation. It was de-
cided to meet these Unions on the 25th of September, at 2.30 p.m.

CORRESPONDENCE

335.A letter from the Secretary for Education2s enclosing the comments of the
Executive Officers in his Department on Clause 19 of the Grey Book was dis-
cussed at length. The Chairman will draft a note in this respect for enclosure in
the Delegation brief.

336.Briefs submitted by the Associated Newfoundland Industries Ltd.26 and by
NAFEL?" and letters' from the Civil Service Association and the Imperial To-
bacco Co. Ltd. were deferred for consideration at a later date.

HEADS OF GOVERNMENT DEPARTMENTS

337.The Secretary was instructed to ascertain whether various Heads of Gov-
ernment Departments who had been interviewed by the Delegation had yet pro-
ceeded to Ottawa as requested or whether they proposed to do so in the near
future.2s

The Meeting adjourned at 5.00 p.m.

25Voir le document 728.

26Non reproduit. Une copie de cet exposé sur les
effets de la Confédération sur I'industrie secon-
daire de Terre-Neuve se trouve dans NPA/
GN10438/10.

27Voir le document 730.

28 Aucun procés-verbal des réunions entre le 25
septembre et le 2 octobre n’a €té trouveé.

25See Document 728.

26Not printed. A copy of this brief on effects of
Confederation on Newfoundland’s secondary
industries is in NPA/GN10438/10.

27See Document 730.
28No minutes for meetings between September
25 and October 2 have been found.
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735. 10300-40

Le haut commissaire a Terre-Neuve au secrétaire d’Etat
aux Affaires extérieures

High Commissioner in Newfoundland to Secretary of State
for External Affairs

TELEGRAM 241 St. John’s, September 25, 1948

The Commissioner for Public Health and Welfare advised me today that Dr.
L. A. Miller, Director of Medical Services in the Department of Public Health
and Welfare, is now visiting the Maritimes for the purpose of securing informa-
tion desired by the Ottawa delegation. The Commissioner also informed me that
Dr. Miller intends to proceed direct to Ottawa early next week arriving on
Wednesday 29th. I explained the difficulty of securing hotel accommodation and
the Commissioner said that it is expected that Dr. Miller will be able to arrange
his own accommodation. The purpose of Dr. Miller’s visit to Ottawa is to obtain
information regarding Federal Health and Welfare Services for the information
of the Ottawa delegation. He proposed to call upon the Deputy Minister of
National Health and Welfare on arrival.

736. 10287-40

Le secrétaire d’Etat aux Affaires extérieures au haut commissaire
a Terre-Neuve

Secretary of State for External Affairs to High Commissioner
in Newfoundland

TELEGRAM 182 Ottawa, September 25, 1948

Deputy Minister of Fisheries is very anxious to have Gushue and Carter,
Secretary for Natural Resources, come up as soon as possible, and preferably in
advance of the delegation, to discuss problems of Fisheries administration. The
Deputy Minister advises that he can secure accommodation though it may not be
in Chateau [Laurier Hotel}.

737. NPA/GN 10438 (23)

Extraits d’une lettre du contréleur des contributions, le ministére
des Finances de Terre-Neuve, au secrétaire, la délégation de
Terre-Neuve aux négociations des Conditions de I'union

Extracts from Letter from Assessor of Taxes, Department
of Finance of Newfoundland, to Secretary, Delegation of
Newfoundland to the Negotiations of the Terms of Union
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St. John’s, September 27, 1948

Dear Sir,
I wish to make the following observations with respect to your memorandum of
September 8th, 1948.2
PERSONAL INCOME TAX

2. The estimate of the additional Federal revenue set at $3,200,000 is in my
opinion greatly underestimated and that [sic] a closer estimate would be around
$6,000,000. I have resorted to the publication Taxation Statistics published by
the Department of National Revenue, Taxation Division, September 1947, in
forming this estimate. Table G on page 115 of this publication gives the esti-
mated distribution of taxpayers, income, and revenue by income tax class and by
marital status and dependants. This Table shows the average income tax paid by
Canadian taxpayers over a large range of income classes. We have statistics
showing the number of Newfoundiand taxpayers in the same range of income
classes and I have made use of the Canadian group average in ascertaining the
probable revenue from Newfoundland groups as shown in our own statistics.

3. Consideration was also given to the number of additional taxpayers in
Newfoundland which would be taxable under Canadian income tax legislation.
A further Table in the publication referred to above on page 123 gives the total
number of taxpayers in Nova Scotia in 1942 as 70,515, this figure being approx-
imately 11% of the total population. Applying this percentage to our population
there would be 35,000 taxpayers in Newfoundland.

4. Two factors exist which undoubtedly tend to decrease any estimate of the
number of taxpayers in Newfoundland arrived at in the above manner. (1) A
higher level of wages in Nova Scotia. (2) The distribution of the population in
Newfoundland away from centres where a fairly high money income may be
earned. Having regard to these factors, an estimate of 25,000 appears to be
reasonable.

5. Inview of the foregoing my estimate of the additional Federal revenue that
would arise as a result of the inclusion of Newfoundland within Canada in a full
year at the rates of tax enacted in the 1947 Federal Budget is $6,183,000. The
details of the calculation are attached as an appendix to this letter.

CORPORATION INCOME TAX INCLUDING WITHHOLDING TAX

6. The figure of $7,500,000 appears reasonable.

SUCCESSION DUTIES

7. Since the estimate of $320,000 was prepared the exemption limit below
which no duties are levied has been raised to $50,000 while the rates of duty
remain substantially the same. With this generous exemption the number of
dutiable Newfoundland estates cannot be expected to exceed 15 per year. If all
the estates happened to belong to persons of very considerable wealth, the duties
collected would be substantial. If, on the other hand, the estates were barely
above the exemption limit, the revenue from this source would be negligible.

MVoir ledocument 706. 29Sce Document 706.
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There is absolutely no way to determine in advance what the distribution would
be particularly having regard to the small number involved. I believe that $100,-
000 would be a more realistic estimate.

8. The foregoing is summarized hereunder:

(1) Personal Income Tax $6,183,000.

(2) Corporate Income Tax including withholding tax $7,500,000.
(3) Succession Duties $100,000.

PROVINCIAL REVENUE

15. The Income Tax arrears prior to any assessments or deductions made in
1949 will amount to not less than $500,000 which will eventually accrue to the
Provincial Exchequer. The Newfoundland portion of the 1949 income tax collec-
tions will in addition be paid to the Province and should over the fiscal year 1949/
50 exceed the Federal instalment normally payable in June.

Yours faithfully,
G. W.D. ALLEN

[PIECE JOINTE/ENCLOSURE]

CALCULATION OF PROBABLE FEDERAL REVENUE
BASED ON CANADIAN STATISTICAL AVERAGE
OF TAXES PAID IN CANADA

TAXATION YEAR 1946

Income Class Number of Total Income Average Tax Total Tax
Taxpayers (000) Canadian
Hundreds

10-11 659 696 84 55.356
11-12 749 859 106 79.394
12-13 654 816 60 39,240
13-14 648 874 74 47,360
14-15 553 800 85 47,005
15-16 403 623 99 39,889
16-17 377 621 105 39.595
17-18 279 488 19 33.201
18-19 236 436 135 31.860
19-20 193 375 153 29,529
10-20 4,751 6,588 99 442.429

20-21 281 576 170 47.770
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21-22 304 652 190 57,760
22-23 213 479 209 44,517
23-24 281 660 231 64,911
24-25 252 618 253 63,756
25-26 221 562 273 60,333
26-27 230 609 279 64,170
27-28 199 547 324 64,476
28-29 195 556 352 68,640
29-30 201 593 382 76,782
20-30 2,377 5,852 238 613,115

30-35 702 2,262 458 321,516
35-40 438 1,641 604 264,552
30-40 1,140 3,903 508 586,068

40-45 294 1,250 774 227,556
45-50 220 1,038 936 205,920
40-50 514 2,288 838 433,476

Thousands

5-6 201 1,588 1,219 354,729
6-7 186 1,203 1,567 291,462
7-8 143 1,061 1,959 280,137
8-9 86 729 2,343 201,498
9-10 87 830 2,810 244,470
5-10 793 5,411 1,680 1,372,296

10-15 201 2,388 4,100 824,100
15-20 93 1,580 7,040 654,720
20-25 57 1,257 9,893 563,901
10-25 351 5,225 5,388 2,042,721

25-50 70 2,220 16,880 1,181,600
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50-100 8 455 38,380 307,040

Over 100

Over 25 78 2,675 19,085 1,488,640

Total 10,004 31,942 6,978,745
Total ......... T e 0,978,745

Add additional taxpayers due to
Canadian Income Tax provisions,

15,000 2t $50 AVETALE ...evoverrcereeiiasrinesiersseessrnsse e asn s es e arenssaesesanssnnes 750,000
7,728,745
Estimated overall reduction by
reason of reduced tax rates in
1947 Federal Budget, 20% .......cussussinssississsiosssiiasssins svsss s s s vmasssens e 1,545,745
Probable Federal REeVENUE.......iccciiniimmieiimisimmmiiersisisinsssnisisrsisssasssersssisss $6,183,000
738. NPA/GN 10438 (22)

Extrait d'une lettre du secrétaire a I’Education, le ministére de
U'Education de Terre-Neuve, au secrétaire, la délégation de
Terre-Neuve aux négociations des Conditions de l'union

Extract from Letter from Secretary for Education, Department of
Education of Newfoundland, to Secretary, Delegation of
Newfoundland to the Negotiations of the Terms of Union

St. John’s, September 27, 1948

Dear Mr. Channing,

In reply to the request contained in your communication of the 23rd instant,’ |
am forwarding, on behalf of the Secretary for Education, eight sets of a state-
ment' regarding existing educational services and facilities in Newfoundland as
compared with those of New Brunswick. It has not been possible, in the short
time available, to obtain comparable figures of services in Nova Scotia. However,
in the general notes at the end, an attempt has been made to compare the overall
Newfoundland situation with those of the Maritime Provinces.

It should be noted that the figures given for the Newfoundland services are, in
the main, those brought down in the face of the 1948/49 estimates. In a very few
instances, however, the figures shown are those of the anticipated final outturn of
expenditure for the year according to latest information. The figures for the New
Brunswick expenditure were extracted from the published accounts of the Prov-
ince for the fiscal year ended 31st October, 1947. The comparison with the
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Newfoundland services, is on this basis alone, not entirely comparable since the
respective fiscal years are not concurrent.

Yours very truly,

S. R. GODFREY
for Secretary for Education

739. 10477-40

Mémorandum du secrétaire, le sous-comité de direction, le Comité
interministériel sur Terre-Neuve, au sous-comité de direction,
le Comité interministériel sur Terre-Neuve

Memorandum from Secretary, Steering Sub-Committee, Interdepartmental
Committee on Newfoundland, to Steering Sub-Committee, Interdepartmental
Committee on Newfoundland

Ottawa, September 28, 1948

COMPOSITION OF CABINET COMMITTEE
Following a suggestion by Mr. Bates (Minutes of September 23),' the Cabinet
at a meeting held on September 25th agreed that the Cabinet Committee on
Newfoundland should be enlarged to include the Minister of Veterans Affairs.

The Cabinet Committee is therefore now composed of the following ministers:

Mr. St. Laurent
(Chairman)

Mr. Howe

Mr. Claxton

Mr. Abbott

Mr. Gregg

Mr. Mayhew

Mr. Pearson

The Cabinet Committee’s Secretary is Mr. J. R. Baldwin of the Privy Council
Office.

PAuUL PELLETIER

740. C.D.H./Vol. 117

Mémorandum du bureau du Conseil privé au
Comité du Cabinet sur Terre-Neuve

Memorandum from Privy Council Office to
Cabinet Committee on Newfoundland
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Ottawa, October 1, 1948

The seven reports attached hereto have been prepared for the Cabinet Com-
mittee’s information prior to the opening of discussions with the Newfoundland
delegation. The reports are:

(1) General notes by the Chairman of the Steering Committee of the Interde-
partmental Committee on Newfoundland;

(2) Abriefoutline of the organization of the Interdepartmental Committee;
(3) Report of Sub-Committee on Finance and Economic Policy;

(4) Report of the Sub-Committee on Fisheries;

(5) Report of the Sub-Committee on Law and Procedure,3°

(6) Report of the Sub-Committee on the Organization of Administrative
Services and

(7) Report of the Sub-Committee on Transportation and Communications.

[PIECE JOINTE 1/ENCLOSURE 1]

Mémorandum du président, le sous-comité de direction, le Comité
interministériel sur Terre-Neuve, au Comité du Cabinet sur Terre-Neuve

Memorandum from Chairman, Steering Sub-Committee, Interdepartmental
Committee on Newfoundland, to Cabinet Committee on Newfoundland

Ottawa, September 30, 1948

FORTHCOMING DISCUSSIONS WITH THE
NEWFOUNDLAND DELEGATION

The Newfoundland delegation is expected to arrive in Ottawa Sunday evening,
October 3rd, weather permitting. The first meeting, which would be a public
session in the Senate Chamber, is proposed for 3 o’clock, Monday, October 4th.
It is proposed that other sessions should be in camera.

STATUS OF THE NEWFOUNDLAND DELEGATION

2. The delegation last year consisted of the committee of the National Con-
vention, and it was empowered only to enquire whether a fair and equitable basis
of union existed. The present delegation will be expressly empowered to negotiate
on behalf of Newfoundland. (The word “negotiate” is used in the Prime Minis-
ter’s statement of July 30th, 1948.)32 The present delegation should, however, be
regarded as representative of the Commission of Government which has reserved
to itself the position of principal in the negotiations.

PERSONNEL OF THE NEWFOUNDLAND DELEGATION

3. The present delegation consists of more prominent representatives of busi-
ness and professional circles than did the delegation of last year. It also includes

30Voir le document 908. 30See Document 908.
31Voir le document 1081. 31See Document 1081.
32Voir le document 669. 32See Document 669.
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the Vice-Chairman of the Commission of Government, the Honourable A. J.
Walsh, K.C., LL.B., Commissioner of Justice and Defence, who should be thor-
oughly familiar with Newfoundland governmental and administrative problems.
Other members of the delegation are:

F. Gordon Bradiey, K.C., LL.B.,
(member of last year’s delegation);

Chesley A. Crosbie,

prominent fish exporter and businessman
who was leader of the so-called party for
Economic Union with the United States;

Philip Gruchy, C.B.E.,

Vice-President and General Manager of
the Anglo-Newfoundland newsprint
and pulp plant at Grand Falls;

John B. McEvoy, K.C., LL.B.,

after resignation of Mr. Bradley,
Chairman of the National Convention,
who is said to have the largest legal
practice in St. John’s and is active

in various business enterprises;

Joseph R. Smallwood,
member of last year’s delegation;

Gordon A. Winter,
one of the younger St. John’s merchants
and past President of the Board of Trade.

4. Messrs. Bradley, McEvoy, and Smallwood were active supporters of con-
federation, McEvoy during the second referendum campaign. Messrs. Walsh
and Gruchy are understood to be “confederates” by conviction, although they
took no active part in the campaign. Mr. Crosbie was perhaps the most effective
opponent of confederation. Following the second referendum, he issued a “sport-
ing” statement accepting the verdict and called upon all Newfoundlanders to
work together for the good of Newfoundland. In accepting an appointment on the
delegation, he replied to the Governor, by a letter, subsequently published, re-
serving the right to oppose the final terms if he felt they were unfair to New-
foundland. Mr. Winter is known to have been opposed to confederation, but he
has not expressly reserved his position with regard to the final terms, as has Mr.
Crosbie.

NATURE OF THE NEGOTIATIONS

5. In his covering letter of October 29th, 1947, despatched with the “terms’

to the Government of Newfoundland, the Prime Minister said:

“I feel I must emphasize that as far as the financial aspects of the proposed
arrangements for union are concerned, the Government of Canada believes that
the arrangements go as far as the Government can go under the circumstances.
The Government could not readily contemplate any change in these arrange-
ments which would impose larger financial burdens on Canada. On the other
hand, with respect to those matters which are primarily of provincial concern,
such as education, the Government of Canada would not wish to set down any
rigid conditions, and it would be prepared to give reasonable consideration to
suggestions for modification or addition.”

)



CONFEDERATION AND AFTER 1103

6. In his statement of July 30th, announcing acceptance of the verdict of
Newfoundland, the Prime Minister of Canada stated,

“The Government will also be glad to receive with the least possible delay
authorized representatives of Newfoundland to negotiate the terms of union on
the basis of my letter of October 29th, 1947, to the Governor of Newfoundland,
and the document transmitted with it. In these negotiations any special problems
which may arise in connection with the entry of Newfoundland to confederation
will, I am sure, receive most careful consideration.”

7. The Prime Minister’s statement of July 30th is clearly considerably wider
than that of his letter of October 29th. The letter of October 29th would appear
to restrict discussion to matters *“primarily of provincial concern, such as educa-
tion,” and to preclude re-examination of financial proposals. The statement of
July 30th would appear, however, to permit the Newfoundland delegation to
bring forward “any special problem . . . in connection with the entry of New-
foundland into confederation.” It may be that, relying on this statement the
Newfoundland delegation will feel entitled to reopen discussion on the financial
proposals or certain aspects thereof. In any event the Canadian Government
would appear to be committed to give “most careful consideration” to whatever
special problems connected with Newfoundland’s entry into confederation the
delegation may raise.

R. A. MacKay

(PIECE JOINTE 2/ENCLOSURE 2]

R.A.M./Vol. 2
NEWFOUNDLAND DELEGATIONS AND COMMITTEES
CABINET COMMITTEE
The Rt. Honourable L.S. St. Laurent, (Chairman) Acting
Prime Minister and Minister of Justice
The Rt. Honourable C.D. Howe, Minister of Trade and Commerce
The Hon. Brooke Claxton Minister of National Defence
The Hon. D.C. Abbott Minister of Finance
The Hon. J.J. McCann Minister of National Revenue
The Hon. M.F. Gregg Minister of Veterans Affairs
The Hon. R.W. Mayhew Minister of Fisheries
The Hon. L.B. Pearson Secretary of State for External Affairs
(Mr. W.E. Harris, Parliamentary Asst. to the Secretary of
State for External Affairs, has been appointed as the Cabinet
Committee's liaison with the Interdepartmental Committee.)
Mr. J.R. Baldwin (Secretary) Asst. Secretary to the Cabinet

Mr. Paul Pelletier (Asst. Secretary) Privy Council Office

NEWFOUNDLAND DELEGATION

The Hon. A.J. Walsh
(Chairman)
Mr. F.G. Bradley
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Mr. C.A. Crosbie
Mr. P. Gruchy

Mr. J.B. McEvoy
Mr. J.R. Smaliwood
Mr. G.A. Winter

Mr. J. Channing
(Secretary)

(Advisers)

Dean V. MacDonald
Mr. W.M. Marshall
Mr. H.G. Puddester
Mr. J.C. Thompson

INTERDEPARTMENTAL COMMITTEE

(a) Steering Committee

Mr. R.A. MacKay (Chairman) External Affairs
Mr. E.R. Hopkins External Affairs
Mr. H.R. Horne External Affairs
Mr. J.E. Coyne Bank of Canada
Mr. J. Howes Bank of Canada
Mr. M.W. Sharp Finance
Mr. A.B. Hockin Finance
Mr. Stewart Bates Fisheries
Mr. C. Stein Justice
Mr. E.A. Driedger Justice
Mr. Alex Skelton Trade and Commerce
Mr. J.C. Lessard Transport
Mr. J.R. Baldwin Privy Council Office
Mr. Paul Pelletier (Secretary) Privy Council Office
(b) Main Committee
(Chairman) Under-Secretary of State for External Affairs
Mr. R.A. MacKay (Vice-Chairman) External Affairs
Mr. J.G. Taggart Agriculture
A/V/M Alan Ferrier Air Transport Board
Mr. J.E. Coyne Bank of Canada
Mr. J. Howes Bank of Canada
Mr. Donald Manson Canadian Broadcasting Corporation
Mr. L.C. Audette Cdn. Maritime Commission
Mr. C.C.P. Graham Cdn. Pension Commission
Mr. 1.D. Ritchie Central Mortgage and Housing Corporation
Mr. C.T. Jackson Civil Service Commission
Dr. O.E. Ault Civil Service Commission
Mr. H. Marshall Dom. Bureau of Statistics
Mr. N. Keyfitz Dom. Bureau of Statistics
Mr. H.G. Page Dom. Bureau of Statistics
Mr. E.R. Hopkins External Affairs
Mr. H.R. Horne External Affairs
Mr. M.W. Sharp Finance
Mr. A.B. Hockin Finance
Mr. Stewart Bates Fisheries

Mr. K.M. Mcllraith Insurance
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Mr. C. Stein

Mr. R.K. Odell

Mr. J.G. Wright

Mr. Alexander Ross
Mr. A.B. Coulter

Dr. HA. Ansley

Dr. H.D. Reid

Mr. J.W. Willard
Mrs. D.B. Sinclair
Mr. Wm. B. Stuart
Mr. C.H. Cotter

Mr. J.G. McEntyre
Mr. E.J. Underwood
Mr. Ludovic Germain
Mr. L.J. Mills

Mr. J.R. Baldwin

Mr. E.P. Murphy

Mr. W.P. Harrell

Mr. W.P.J. O'Meara
Mr. J.T. Mitchell

Mr. Alex Skelton

Mr. J.C. Lessard
Cmdr. C.P. Edwards
A/V/M. AT. Cowley
Dr. E.P. Laberge

Mr. W.S. Woods
Maj. Gen. E.L.M. Burns
Mr. P.B. Cross

Mr. Paul Pelietier (Secretary)
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Justice

Labour

Mines and Resources

Mines and Resources

National Defence

National Defence

National Health and Welfare (Health)
National Health and Welfare (Health)
National Health and Welfare (Health)
National Health and Welfare (Welfare)
Nat. Revenue (Customs and Excise)
Nat. Revenue (Taxation)

Nat. Revenue (Taxation)

Post Office

Post Office

Post Office

Privy Council Office

Public Works

Public Works

Secretary of State

Secretary of State

Trade and Commerce

Transport

Transport (Air)

Transport (Air)

Unemployment Insurance Commission
Veterans Affairs

Veterans Affairs

Veterans Affairs

Privy Council Office

(c) Sub-committee on Finance and Economic Policy

Mr. M.W. Sharp (Chairman)
Mr. J.E. Coyne

Mr. B.G. Mclntyre

Mr. W.T. Wiison

Mr. P.L. Young

Mr. C.H. Cotter

Mr. J.G. McEntyre

Mr. Alex Skelton

Dr. C.M. Isbister

Mr. G.A. Newman

Mr. A.B. Hockin (Secretary)

Finance

Bank of Canada

Comptroller of the Treasury

Emergency Import Control Div. (Finance)
National Revenue (Customs and Excise)
National Revenue (Taxation)

National Revenue (Taxation)

Trade and Commerce

Trade and Commerce

Trade and Commerce

Finance

(d) Sub-committee on Fisheries

Mr. Stewart Bates (Chairman)
Mr. A.W.H. Needler

Mr. S.V. Ozere

Mr. M.W. Sharp

Mr. A.B. Hockin

Mr. G.A. Newman

Fisheries

Fisheries

Fisheries

Finance

Finance

Trade and Commerce

(e) Sub-committee on Law and Procedure

Mr. C. Stein (Chairman)
Mr. E.A. Driedger
Mr. E.R. Hopkins

Justice
Justice
External Affairs
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(f) Sub-committee on Organization of Administrative Services

Mr. J. Howes (Chairman) Bank of Canada

Mr. G.T. Jackson Civil Service Commission

Dr. O.E. Ault Civil Service Commission

Mr. M.D. Fidler Comptroller of the Treasury’s Office
Mr. J.T. Marshall Dom. Bureau of Statistics

Mr. R.A. MacKay External Affairs

Mr. W.P. Harrell Public Works

Mr. Alex Skelton Trade and Commerce

Mr. C.J. Mackenzie Treasury Board

Mr. H.R. Horne (Secretary) External Affairs

(g) Sub-committee on Transportation and Communications

Mr. J.C. Lessard (Chairman) Transport

A/V/M Alan Ferrier Air Transport Board

Hon. Mr. Justice M.B. Archibald Bd. of Transport Commissioners
Mr. Donald Manson C.B.C.

Mr. L.C. Audette Canadian Maritime Commission
Mr. S.W. Fairweather Canadian National Railways
Mr. S.F. Dingle Canadian National Railways
Mr. Norman Wilson Transport

Capt. J.W. Kerr Transport

Mr. F.A. Willsher Transport

Mr. W.A. Thornton Transport

Mr. A.D. McLean Transport (Air)

Mr. G.C.W. Browne Transport (Air)

Mr. P.D. McTaggart-Cowan Transport (Air)

Mr. A. McDonald Transport (Air)

Mr. R.K. Smith National Harbours Board

Mr. E.J. Underwood Post Office

Mr. E.G. Carty (Secretary) Transport

[PIECE JOINTE 3/ENCLOSURE 3/
10202-40

Rapport du sous-comité sur les finances et la politique
économique, le Comité interministériel sur Terre-Neuve

Report by Sub-Committee on Finance and Economic Policy,
Interdepartmental Committee on Newfoundland
A. BACKGROUND OF FINANCIAL TERMS CONTAINED IN
“PROPOSED ARRANGEMENTS FOR THE ENTRY OF
NEWFOUNDLAND INTO CONFEDERATION”
The financial terms set out in the “Proposed Arrangements for the Entry of
Newfoundland into Confederation™ provide for the following:

(1) the assumption by Canada of the Newfoundland sterling debt and sinking
funds ($71.9 m. debt and $8.3 m. sinking funds out of a total of $82.4 m. debt and
$9.2 m. sinking funds);

Explanation — Assumed debt about equal to debt accumulated by New-
foundland for purposes that in Canada are of a federal character.
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(2) the retention by Newfoundland of its accumulated surplus, one-third to
be reserved to meet possible provincial deficits during the transition period, the
remainder to be available for developmental purposes in Newfoundland;

Explanation — Newfoundland under-developed and will need surplus to bring
services up to Canadian standards and to meet probable provincial deficits during
the transition period.

(3) the population and government and legislature grants by the federal gov-
ernment, as provided in the B.N.A. Act.

Explanation — Normal for all provinces.

(4) the payment of $1,100,000 annually by the federal government to the
provincial government in lieu of the various fixed annual awards, allowances, and
subsidies provided for the Maritime Provinces, “and in recognition of the special
problems created for the istand province of Newfoundland by geography and a
sparse and scattered population.”

Explanation — Amount larger per capita than other Maritimes except Prince
Edward Island, but less in absolute amount than New Brunswick.

(5) the offer of a tax rental agreement either up to the end of the fiscal year
1952 on the same basis as other provinces, or up to the end of the fiscal year 1957
on the basis of the existing agreements, regardless of the terms which may be
negotiated by the other provinces in any renewals of the existing agreements;

Explanation — Newfoundland may not be able to risk termination of current
tax agreements.

(6) the payment to Newfoundland of a Transitional Grant of $3,500,000
annually for the first three years of union, thereafter the amount to diminish
annually by $350,000;

Explanation — 1t will require time for Newfoundland to develop provincial
and municipal sources of revenue.

(7) the promise of a Royal Commission within eight years of union to “review
the financial position of Newfoundiand and to recommend the form and scale of
additional financial assistance, if any, which may be required by the Government
of Newfoundland to enable it to continue public services at their prevailing levels
without resorting to taxation more burdensome having regard to capacity to pay,
than that of the Maritime Provinces.”

Explanation — It is impossible to make provision now for all contingencies.

The basic premise underlying the Canadian offer to Newfoundland was that
no special terms could be offered Newfoundland which any of the existing prov-
inces could claim should be extended to them. The above terms, therefore, are
either similar to those enjoyed by other provinces or special terms of a temporary
nature, designed to facilitate the transition of Newfoundland from the status of a
semi-dependent area to that of a financially viable province.

B. SOME FINANCIAL PROBLEMS REQUIRING ATTENTION

The Sub-committee on Finance and Economic Policy has under consideration
certain problems relating to the entry of Newfoundland into Confederation;
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(1) The Application of Import Controls to Newfoundland

There are indications that certain Canadian, U.S. and Newfoundland business
firms may be planning to evade Canadian import restrictions by importing into
Newfoundland before union commodities which are subject to import controls in
Canada. The goods would be held in Newfoundland until Confederation takes
place, and then distributed throughout Canada.

The sub-committee is attempting to get further information on the subject. It
may be necessary to request restrictions similar to those in force in Canada.

(2) Inventory Losses

It appears certain that the Newfoundland delegation will request the Cana-
dian Government to consider reimbursing Newfoundland merchants for inven-
tory losses they will suffer at the time of union as a result of the imposition of the
lower Canadian tariff against third countries and the removal of all tariff barriers
between Canada and Newfoundland. The practical difficulties involved (e.g.
checking on claims) and the danger of establishing a precedent which might
serve as the basis for claims after any change in Canadian taxes led the sub-
committee to the opinion that no reimbursement could be considered. Further-
more, it might be pointed out that inasmuch as the tax will have been paid to
Newfoundland and inasmuch as Newfoundland will keep its surplus, any rebates
of taxes paid on inventory would be more appropriately paid by Newfoundland
than by Canada.

(3) Liability of the Dominion Government for Commitment on Federal Ac-
count by the Present Newfoundland Commission of Government

Representatives of the Newfoundland Commission of Government have al-
ready asked informally if the Canadian Government would accept the financial
responsibility for capital expenditures on federal account begun by the Commis-
sion of Government and not completed at the time of union. Unless some agree-
ment is reached, the Commission of Government, faced with falling revenue,
may feel it necessary to postpone needed capital expenditures until after union. It
might be possible for the two Governments to decide on a modus vivendi, perhaps
through prior agreements between the two governments on contracts to be en-
tered into.

The sub-committee feels that this might be made the subject of discussion in
the first instance with officials accompanying the Newfoundland delegation to
Ottawa.

(4)  Personal and Corporation Income Taxes

(a) The Newfoundland income tax law does not provide for a “pay-as-you-
earn” method of collecting taxes, as does the Canadian law. If no special pro-
vision is made, Newfoundlanders after union will be in the unfortunate position
of paying at one time income taxes both on current income and on income earned
the previous year.

Officials of the Departments of Finance and National Revenue are studying
the problem further. Some solution may be found along the lines of that worked
out when Canadian income tax collections were changed in 1942, i.e. some taxes
may have to be forgiven.
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(b) A decision will have to be made as to whether the Federal Government or
the Newfoundland Provincial Government should receive the taxes paid on 1948
income in Newfoundland.

This might well be used as a bargaining point, since Newfoundland is in an
unique position in this respect.

(5) Marketing of Fish in European Markets

Newfoundland, in common with other hard currency areas, has found diffi-
culty in marketing her products in overseas countries which are in exchange
difficulties. In order to protect the important fishing industry the Newfoundland
Government has arranged to have payments from certain European countries
converted into blocked sterling accounts, to be applied against the Newfoundland
sterling debt. Newfoundland exporters receive payment from the Newfoundland
Government out of its accumulated dollar surplus.

The United Kingdom Government was extremely reluctant to agree to this
action and there are indications that it will not be allowed to continue. New-
foundland authorities and fishing interests are afraid of what may happen, espe-
cially after Confederation, and will probably press for the financing of sales of
fish to Europe by the Canadian Government. The delegation will argue that
Newfoundland’s earnings of U.S. dollars entitie her to special treatment in this
regard.

This important problem is under consideration.
(6) The Conversion of Newfoundland’s Surplus

Approximately $5.6 m. of the Newfoundland surplus is held in blocked sterling
balances, as a resuit of the sale of fish to soft currency areas and the amount will
be considerably higher by the date of union. These balances can be used only to
retire Newfoundland’s sterling debt. Since Canada has offered to assume the
whole of the sterling debt, presumably the whole of the Newfoundland surplus
will be put at the disposal of the province in dollars. This is, however, a question
for discussion and decision.

(7) The Assumption by the U.K. of a Share of the Newfoundland Debt

Throughout the discussions on the possibility of Newfoundland’s entry into
Confederation the Canadian Government has had in mind the possibility that the
U.K. Government might be persuaded to assume part of the Newfoundland debt,
since the contingent liability of the rest of the debt would be removed.

The matter was not pressed, however, and Canada agreed in the terms of union
to assume the whole sterling debt. It is believed that the Newfoundlanders will
argue that if the U.K. can now be persuaded to assume part of the debt, the cost
of union to Canada will be correspondingly reduced and that we will therefore be
in a position to improve the terms, either by assuming the remaining Newfound-
land dollar debt or otherwise.

(8) The Transition Period
Arrangements will presumably be made for the government of Newfoundland
between date of union and the election of a legislature. A number of important
financial questions will arise, €.g. signature of taxation and old age pension agree-
ment and imposition of commodity taxes (gasoline) immediately upon removal of
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the Newfoundland tariff during that period. It is desirable that insofar as possible
these questions should be anticipated and answered well in advance of the date of
union.

(9) Tariff on Pickled Beef and Pork

Newfoundland consumes substantial amounts of pickled beef and pork, both of
which are free of duty. Over 50% of these commodities are imported from the
U.S. Although Canada imports and consumes very little pickled beef and pork,
she has imposed a tariff of 2¢ a Ib. and 1 3/4¢ a lb. respectively against imports
from the U.S.

The suggestion has been made that in order to avoid a rise in price or shortage
of supplies, Canada should remove the tariff on these commodities.

The sub-committee is investigating the possibility of finding Canadian sources
of supply sufficient to meet the requirements of Newfoundland consumers, and
the possibility of using our willingness to remove the tariff on these two items as a
lever to win tariff concessions on Canadian pork imported into the U.S.

(10) Estimates of Federal Revenues and Expenditures

As Annex IV to the proposed Terms of Union the Canadian Government
submitted estimates of probable additions to Canadian revenues and expendi-
tures as a result of union. It is now clear that additional revenues for the current
year were seriously underestimated, partly because information regarding cur-
rent Newfoundland consumption of tobacco and liquor was incomplete and
partly for the same reasons that 1947-48 Canadian budget estimates were low.
Although the figures were put forward tentatively and it was pointed out that
they were subject to revision, the Newfoundland delegation will probably argue
that the net cost to Canada will be very much less than indicated and that the
terms of union can therefore be improved. In fact the estimates are quite irrele-
vant to the terms of union since the financial payments to a province do not
depend upon the amount of federal revenue collected in that province and can
never be checked against results. It should also be pointed out that estimates of
Canadian expenditures are probably equally in error.

Furthermore any estimates of probable revenues now made on the basis of
existing taxes have no significance if the Canadian tax rates themselves are
changed.

[PIECE JOINTE 4/ENCLOSURE 4]
10202-40

Rapport du sous-comité sur les pécheries,
le Comité interministériel sur Terre-Neuve

Report by Sub-Committee on Fisheries,
Interdepartmental Committee on Newfoundland
BACKGROUND

The fishery is of paramount importance to Newfoundland. It contributes most
to the level of the national income and employs a large number of low-income
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primary producers. The marketed value of fish products is about $34,000,000,
the bulk of which is salted fish sold mainly in Europe but aiso in North and South
America. For comparison, the fishery of the Maritime Provinces is valued at
$55,000,000.

In Newfoundland the fisheries are administered by two bodies: (a) the Depart-
ment of Natural Resources which attends to the development of the industry
through research, the maintenance and operation of bait depots and the making
of advances to boat-building and plants; (b) the Newfoundland Fisheries Board
established by the Commission Government in 1936 which is responsible for
regulating the fishery for conservation purposes, for the inspection of fish pro-
ducts and for the enforcement of a rigid system of controls over marketing.

CONSIDERATIONS

The Newfoundland Delegation is likely to be mainly concerned over the future
of the Newfoundland Fisheries Board. That Board which has operated through
twelve years of rising prices and strong markets is associated in the minds of
many Newfoundlanders with the return of prosperity. There will be, therefore,
pressure for the maintenance of this instrument and its powers. On the other side,
this Board now exercises powers which are a Federal responsibility; these powers
go beyond any granted to any Canadian Board by Parliament; it has created a
single selling agency for the whole salt fish trade, regulating markets and prices
and acting in keen competition with the salt fish exporters of the Maritime Prov-
inces and Quebec. On occasion it has dumped in their markets. The permanent
continuation of this Board might lead to a demand for similar Boards in the
Maritime Provinces as a defence mechanism.

The Board administers Commission rules and regulations regarding fisheries
and inspection, has powers over licensing and power to form associations of
exporters. It is through the latter, and particularly the export monopoly associa-
tion, NAFEL (Newfoundland Associated Fish Exporters Limited), that control
over marketing is achieved. At the absolute discretion of the Board exporters on
payment of a $10,000 fee may be admitted [to] this association, through which
exports are made to all markets and profits are pooled in a cartel, and no export is
permitted except in this way. Thereby export prices are controlled, and prices to
various countries may be varied.

The export prices for salt fish got by this Association are about the same as
those received by independent Canadian exporters. The prices to the primary
producers in Newfoundland are believed to be lower than in Canada.

The future of the Board and its powers in the marketing field are the main
problems for a policy decision.

RECOMMENDATIONS

1. The Board and its association now occupy so important a place in the
marketing of Newfoundland fish that a sudden discontinuance would have seri-
ous effects. The marketing technique both in Newfoundland and in the buying
countries has become adjusted to this system and the firm commitments extend
beyond the proposed date of Confederation. There has been, moreover, little
public assessment of the Board’s value and, so far, there has been no opportunity
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for discussions of it by elected representatives either in Newfoundland or in the
Parliament of Canada. In view of these conditions, it might be desirable to con-
tinue the Board in operation under the Minister of Fisheries for an interim period
of, say, two years, in order to permit an expression of public opinion.

It is recommended that during this transition period the Board be given only
powers over marketing. These powers should probably be restricted only to ex-
port and not over trade with the rest of Canada. The competition for raw fish in
Newfoundland by exporters in other provinces would aid in the assessment of the
Board’s value by and for the primary producers.

2. The other powers of the Board should be taken over by the Federal Govern-
ment at the time of Confederation.

(a) The regulation of fisheries for conservation is a Federal responsibility and
can be effective only when carried out federally.

(b) Inspection of fish products for export and interprovincial trade is a federal
field in which we have been engaged for many years and are becoming increas-
ingly active.

3. Other fishery matters that will probably be raised by the Newfoundland
delegation are as follows. All of these should come within Federal jurisdiction at
the time of Confederation.

(a) Who will be responsible for the activities of the present Department of
National Resources?

(i) The Research work now done can be incorporated in the work of the
Fisheries Research Board of Canada to mutual advantage.

(ii)) The bait depots now administered by that Department and the sale of bait
to the fishermen should also be continued under Confederation, and should
become probably a federal responsibility. Some development in this field is ur-
gently necessary in the Maritime Provinces.

(b) What will Canadian policy be on trawlers? The Newfoundland delegation
may be assured that the Canadian Government does not wish to restrict the use
of the most efficient means of fishing and is presently reviewing its trawler policy
to that end.

(c) Will the Fisheries Prices Support Board be applicable to Newfoundland?
It will be necessary to amend the Act to add to the membership of the Board,
which is now five. Probably membership should increase to seven to permit one
member from Newfoundland and one to represent Canada’s inland fisheries, not
now represented on that Board.

(d) The Newfoundland Government presently makes subsidies to fisheries
development in the form of ship-building bounty, and also through direct ad-
vances to industry at a rate of 3 1/2 per cent. The loans outstanding are now
$922,000. Consideration should be given to the necessity of continuing assistance
of this kind for the rehabilitation and modernization of the fishing industry not
only in Newfoundland but in Quebec and the Maritime Provinces. The dele-
gation may argue that there will be need to assist the industry to change from the
production of salt fish sold principally to dollar-poor markets to the production of
fresh and frozen fish sold principally on this continent.
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(e) The delegation will also raise the question of the marketing of Newfound-
land fish in Europe, particularly Spain and Portugal, where almost one-half the
salt fish production is customarily marketed. The shortage of dollars in these
countries represents a major financial question on which recommendations will
be made to the Government by the sub-committee on finance.

[PIECE JOINTE 5/ENCLOSURE 5]

10202-40

Rapport du sous-comité sur les transports et les communications,
le Comité interministériel sur Terre-Neuve

Report by Sub-Committee on Transportation and Communications,
Interdepartmental Committee on Newfoundland

Ottawa, September 29, 1948

The following pages constitute a brief outline of some of the problems involved
in the taking over by the Dominion Government of transportation and communi-
cations in Newfoundland.

It should perhaps be stressed at the outset that there seem to be no important
policy matters involved in this connection but merely a question of administrative
adjustments.33

The following pages are merely a résumé of a much more detailed report’
which has been prepared by the various departments and agencies represented on
the sub-committee. Stencilled copies of this report will be available later to the
Cabinet Committee if required.

MARINE SERVICES — In Newfoundland the laws covering Merchant
Shipping are very similar to the Canada Shipping Act, 1934, so it is not expected
that any considerable difficulties will be encountered.

AIDS TO NAVIGATION — The operation of the lighthouses and buoy
services will be taken over as a going concern by the Department of Transport,
also the administration of Public Wharves.

NAUTICAL SERVICES — These cover a variety of functions which will be
taken over, the principal ones being: '

Registry of Shipping — No difficulty is anticipated in the transfer of ships
from Newfoundland to Canadian Registry.

3INéanmoins, les questions de politique par rap-
port au chemin de fer de Terre-Neuve se sont ré-
vélées assez importantes. Au debut d’octobre, S.
W. Fairweather, vice-président du Canadien
National, et S. F. Dingle, vice-président adjoint
(opérations) se sont rendus a Terre-Neuve pour
s'entretenir avec des représentants du chemin de
fer de Terre-Neuve.

3ln fact, policy considerations soon loomed
large with respect to the Newfoundland Rail-
way. In early October. S. W. Fairweather. Vice-
President of Canadian National Railways. and
S. F. Dingle, Assistant Vice-President (opera-
tions) proceeded to Newfoundland to confer
with officials of the Newfoundland Railway.
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Masters and Seamen — The present arrangements for the engagement and
discharge of Seamen at Newfoundland ports should be continued and if neces-
sary augmented to comply with the requirements of the Canada Shipping Act,
1934.

Pilotage — It is understood that Compulsory pilotage exists at St. John’s,
Newfoundland. Compulsory pilotage does not exist in Canadian waters but com-
pulsory payment of pilotage dues is in effect in several of the principal pilotage
districts in Canada. It may be prudent to consider the establishment of a pilotage
district at St. John’s under the control of the Honourable the Minister as Pilotage
Authority and local Pilotage Authorities, if none now exist at the other ports.

STEAMSHIP INSPECTION — Steamship Inspection Service will be appli-
cable to ships registered in Newfoundland and it may be necessary to establish a
Steamship Inspection Office at St. John’s, Newfoundland. In the past, by ar-
rangement with the Newfoundland authorities, Steamship Inspection had on
occasion extended its operations for inspection of passenger ships registered in
Newfoundland, so they are familiar with the Newfoundland procedure.

MARINE SERVICES STEAMERS — It is understood this service is now
supplied in Newfoundland by Commercial Coasting vessels which are subsidised
by Newfoundland and arrangements will have to be made to extend the operation
of Dominion Steamers and cover Newfoundland or to continue the present opera-
tions by Commercial Steamers.

MERCHANT SEAMEN COMPENSATION — This will be extended to
the Newfoundland Merchant Seamen and in this connection it may be pointed
out that:

(a) The Act applies to a seaman engaged on a ship only when such ship is
engaged in trading on a foreign voyage or a home trade voyage as these voyages
are defined in the Canada Shipping Act.

(b) The Provisions of the Act do not apply to fishermen.

(¢) No compensation would be payable under the Act if the seaman is enti-
tled to claim compensation under the workmen’s compensation laws of
Newfoundland.

(d) There is no cost to the Provinces of Canada under the Act as all compen-
sation costs and costs of administration are borne by the employers.

RAILWAYS — Canada will take over the Newfoundland Railway and the
steamship service between North Sydney and Port aux Basques and presumably
these will be operated by the Canadian National Railways for the Government
either as an autonomous organization or integrated into the Canadian National
Railways.

BOARD OF TRANSPORT COMMISSIONERS — The Railway Service
and Railway rates of the Newfoundland railway will be subject to regulation by
the Board of Transport Commissioners for Canada and in this connection it is to
be borne in mind that not all Railways come under the Board. In general, rail-
ways which are situated wholly within the one Province are not subject to the
Board’s jurisdiction unless they have been declared by the Parliament of Canada
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to be for the general benefit of Canada. The same rule applies to Telegraph and
Telephone lines.

CIVIL AVIATION — The operation of the Airports will be taken over as a
going concern. The only large Airport operated by the Newfoundland Govern-
ment is Gander, as Torbay, Buchans and Goose are already operated by Canada.
It may be noted that the airports at Stephenville and Argentia are operated by
the United States Government under a 99-year lease. However, in line with
Canadian policy, in respect to sovereignty, it would be desirable to have these
sites under Canadian jurisdiction. The Canadian Air Regulations will apply to
Newfoundland and will be administered by the Department of Transport. Air
Traffic Control will continue to be operated by Canada as at present.

RADIO — The licencing of transmitting and receiving stations will come
under the Canadian regulations and no difficulties are anticipated. The New-
foundland Radio Marine Stations will be taken over for operation and added to
the three Radio Marine Stations which Canada already operates in Newfound-
land. Practically all the Radio Aviation stations in Newfoundland are now oper-
ated by Canada except the air-to-ground system at Gander for communication
with aircraft and also communication with other Newfoundland Airports.

METEOROLOGY — The services are all operated by Canada at present
under an agreement with Newfoundland and no difficulty is anticipated.

AIR TRANSPORT BOARD — The Trans-Canada Air Lines is the only
carrier travelling regularly scheduled domestic flights. There may, however, be
foreign carriers enjoying rights and privileges in Newfoundland territory which
are not terminable under the same conditions as the Newfoundland-United
States agreement.

CANADIAN MARITIME COMMISSION — The only service subsidized
by Canada is Charlottetown, P.E.L., St. John’s, Newfoundland which receives
$54,000 annually to March, 1950. It is understood that some coastal services are
subsidized by Newfoundland. The Newfoundland Government also pays a
bounty on Steamship construction over a certain tonnage to encourage building
of large fishing vessels.

NATIONAL HARBOURS BOARD — The waterfront facilities at St.
John’s Harbour are privately owned with the exception of railway terminals and
some customs and other government offices. It is understood there is no consider-
able volume of import or export business in St. John’s Harbour requiring facili-
ties such as are required in the larger ports under the National Harbours Board
and the Board are of the opinion that, with but incomplete facts at hand, no
outstanding national service to Newfoundland or Canada may be gained now by

the port at St. John’s coming under the National Harbours Board
administration.

CANADIAN BROADCASTING COMMISSION — The C.B.C. will pre-
sumably take over the Broadcasting Corporation in Newfoundland, will supply
their broadcasting service to Newfoundland and receive the revenues from Radio
Licence receiving sets.
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POST OFFICE — The operation of the postal services will be taken over as a
going concern. These follow a similar pattern in both countries and it is simply a
matter of amalgamation. Commercial telegraphs are operated by the Post Office,
in Newfoundland, therefore, post office employees transact both Post Office and
Telegraph business. The Post Office do not think any practical difficulty would
arise as Post Office employees in Canada undertake duties for various
administrations.

741. 10300-40

Le haut commissaire a Terre-Neuve au secrétaire d’Etat
aux Affaires extérieures

High Commissioner in Newfoundland to Secretary of State
Sfor External Affairs

TELEGRAM 263 St. John’s, October 2, 1948

IMMEDIATE. October 2nd. Following for MacKay from Bridle, Begins: The
Chairman of the delegation informed me this morning that Mr. Crosbie has
suffered superficial injuries in a motor accident which will prevent him from
proceeding to Ottawa for at least 10 or 12 days. The delegation will proceed as
planned and Mr. Crosbie will join them later. Ends.34

742. 10300-40
Le secrétaire d’Etat aux Affaires extérieures au haut commissaire
a Terre-Neuve

Secretary of State for External Affairs to High Commissioner
in Newfoundland

TELEGRAM 200 Ottawa, October 2, 1948

Your telegram No. 263 of October 2nd.

Please convey to Mr. Crosbie the sincere regrets of myself and my colleagues
that he has met with an accident and will be unable to come with other members
of the delegation. Please also express to him our good wishes for a speedy recov-
ery and our hopes that he will be able to join in our discussions shortly.

743. R.AM./Vol. 3

Procés-verbal d’une réunion entre le Comité du Cabinet
et la délégation de Terre-Neuve

Minutes of a Meeting berween Cabinet Committee
and Delegation of Newfoundland

341 es autres membres de la délégation sont arri- 34The other members of the Delegation arrived
vés a Ottawa le 5 octobre. in Ottawa on October 5.



CONFEDERATION AND AFTER 1117

SECRET
MINUTES OF A MEETING OF THE CABINET COMMITTEE
AND THE NEWFOUNDLAND DELEGATION HELD IN THE
SENATE CHAMBER ON WEDNESDAY, OCTOBER 6TH,
1948, AT TWELVE O'CLOCK NOON
PRESENT:

CANADIAN CABINET COMMITTEE

The Acting Prime Minister and Minister of Justice,
Mr. St. Laurent (co-chairman),

The Minister of Reconstruction and Supply and Trade and
Commerce, (Mr. Howe),

The Minister of National Defence (Mr. Claxton),

The Minister of Finance (Mr. Abbott),

The Minister of National Revenue (Dr. McCann),

The Minister of Veterans Affairs (Mr. Gregg),

The Secretary of State for External Affairs (Mr. Pearson).

NEWFOUNDLAND DELEGATION

Mr. A. J. Walsh (co-
chairman)

Mr. F. G. Bradley
Mr. J. B. McEvoy
Mr. J. R. Smallwood
Mr. P. Gruchy

Mr. G. A. Winter

SECRETARIAT

Mr. Baldwin
Mr. Pelletier

Mr. J. Channing

(Also present were members of the Diplomatic Corps, officials of Canadian and
Newfoundland government departments, advisers to the Newfoundland dele-
gation and representatives of the public and the Press.)

At the formal opening of the Canada-Newfoundland discussions, the Acting
Prime Minister delivered an address of welcome to the Newfoundland delegates.
In reply, Mr. Walsh, the Chairman of the Newfoundland delegation, gave a short
speech in which he outlined the cordial relations and common ties which had
always bound together Canada and Newfoundland.

(See attached copies of address of welcome by Mr. St. Laurent and speech by
Mr. Walsh).!

Following Mr. Walsh’s speech, on a joint motion by Mr. St. Laurent and Mr
Walsh, the meeting adjourned until the following day at 3 p.m.

J. R. BALDWIN
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744. R.A.M./Vol. 3

Procés-verbal d’une réunion entre le Comité du Cabinet
et la délégation de Terre-Neuve

Minutes of a Meeting between Cabinet Committee
and Delegation of Newfoundland

SECRET
MINUTES OF A MEETING OF THE CABINET COMMITTEE
AND THE NEWFOUNDLAND DELEGATION HELD IN ROOM
497, PARLIAMENT BUILDINGS, ON THURSDAY,
OCTOBER 7TH, 1948, AT 3 P.M.
PRESENT:
CANADIAN CABINET COMMITTEE
The Acting Prime Minister and Minister of Justice,
Mr. St. Laurent (co-chairman)
The Minister of Reconstruction and Supply and Trade and
Commerce, (Mr. Howe),
The Minister of National Defence (Mr. Claxton),
The Minister of Finance, (Mr. Abbott),
The Minister of National Revenue (Dr. McCann)
The Minister of Veterans Affairs (Mr. Gregg),
The Minister of Fisheries (Mr. Mayhew),
The Secretary of State for External Affairs (Mr. Pearson).
NEWFOUNDLAND DELEGATION
Mr. A.J. Walsh (co-
chairman)
Mr. F.G. Bradley
Mr. J.B. McEvoy
Mr. J.R. Smallwood
Mr. P. Gruchy
Mr. G.A. Winter
SECRETARIAT
Mr. Baldwin
Mr. Pelletier
Mr. J. Channing
ALSO PRESENT:

Mr. C.J. Burchell, Canadian High Commissioner in
Newfoundland.

Mr. W.E. Harris, Parliamentary Assistant to the Secretary of
State for External Affairs,

Mr. J.W. MacNaught, Parliamentary Assistant to the
Minister of Fisheries,
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Mr. Stewart Bates, Deputy Minister of Fisheries,
Mr. J.C. Lessard, Deputy Minister of Transport,
Mr. J. Howes, Bank of Canada,

Mr. J.E. Coyne, Bank of Canada,

Mr. R.A. MacKay, Department of External Affairs,
Mr. M.W. Sharp, Dept. of Finance,

Mr. A.B. Hockin, Dept. of Finance,

Mr. C. Stein, Dept. of Justice,

Mr. E.A. Driedger, Dept. of Justice.

Mr. J.C. Thompson
Dean V. MacDonald

Mr. W.M. Marshall,
Secretary for Finance.

I. ORGANIZATION OF BUSINESS; FORECAST
OF NEWFOUNDLAND PROVINCIAL BUDGET

1. THE ACTING PRIME MINISTER extended the Canadian government’s wel-
come to the Newfoundland delegation and inquired whether they wished to

advance specific suggestions regarding procedure and organization of
discussions.

2. THE CHAIRMAN OF THE NEWFOUNDLAND DELEGATION stated that a brief
would be completed shortly for submission and discussion; meantime a portion of
the brief setting out estimated revenues and expenditures of the provincial gov-
ernment of Newfoundland for the fiscal years 1949-50 to 1954-55 was ready and
could be considered independently. This material was submitted for
consideration.

(Report on “Financial position of the Province”)3s

3. MR. ST. LAURENT suggested that detailed consideration of the material
presented should be deferred until the sub-committee on Finance and Economic
Policy composed of Canadian officials had reviewed it in consultation with appro-
priate Newfoundland advisers.

4. THE MEETING, after discussion, agreed that the report on the expected
financial position of Newfoundland as a province be referred for review and
report to the Canadian sub-committee on Finance and Economic Policy in con-

sultation with Mr. Thompson and Mr. Marshall, advisers to the Newfoundland
delegation.

II. SETTLEMENT ON NEWFOUNDLAND STERLING DEBT
5. MR. WaLsH stated that the Newfoundland delegates had carefully consid-
ered the advisability of asking the U.K. government to take over the liability for
Newfoundland’s sterling debt, at the present time guaranteed by the United
Kingdom. In the delegation’s forecast of Newfoundland’s estimated revenues
and expenditures for the first six years following union, there was a total deficit of

3*Voir la piéce jointe du document suivant. 35See enclosure of following document.
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approximately $10,000,000 at the end of the six-year period. If the United King-
dom agreed to cancel the sterling debt, some solution of this problem of the deficit
might be made easier.

The conclusion had been reached, however, that if this proposal were to be put
forward it might more appropriately be done by the Canadian government.

6. THE MEETING, after discussion, deferred further consideration of this sug-
gestion pending consideration by the Minister of Finance.

I11. UNION: LEGAL PROCEDURE

7. MR. WaLsH said that the delegation was concerned with the procedure
which would be adopted for effecting union and enquired what views were held
by the Canadian government in this matter.

8. MR. ST. LAURENT reported that a sub-committee of Canadian officials on
Law and Procedure had been set up to examine this matter under the chairman-
ship of Mr. Stein of the Department of Justice. Several alternatives had been
suggested and the matter was still under active study by the sub-committee with
Mr. W. E. Harris, Parliamentary Assistant to the Secretary of State for External
Aflairs.

9. THE MEETING, after further discussion, agreed that the question of legal
procedure be referred for consideration and report to the Canadian sub-commit-
tee on Law and Procedure in consultation with Mr. Harris and with Dean Mac-
Donald and Mr. Puddester, advisers to the Newfoundland delegation. (It was
expected that Mr. Puddester, Secretary for Justice, would arrive in Ottawa
shortly).

IV. RELATIONS WITH THE PRESS

10. MR. WALSH stated that the delegation’s deliberations prior to their depar-
ture from St. John’s had been strictly confidential and that the delegates would
prefer the present discussions to be held in the same light. He assumed, however,
that certain arrangements would have to be made respecting statements to the
press.

11. MR.ST. LAURENT agreed that the discussions should take place in camera.
Insofar as relations with the press were concerned, the procedure adopted in 1947
during discussion with the delegation from the Convention, might be followed
again. If the meeting were agreeable, the co-chairmen could make joint state-
ments to the Press whenever needed.

At the conclusion of the present meeting, the Press might be informed that
during the course of the first meeting information relating to financial questions
and to legal matters had been exchanged and referred for further study and
review.

12. THE MEETING noted with approval the suggestions advanced by Mr. Walsh
and Mr. St. Laurent.

V. NEXT MEETING

13. MR. WALSH stated that the brief to be submitted by the Newfoundland
delegation would be completed by the beginning of next week and that if the
Cabinet Committee were agreeable, a meeting could be held next Tuesday at
which time the brief would be submitted for consideration.
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14. THE MEETING agreed, on Mr. St. Laurent’s suggestion, that the next full

meeting be held on Tuesday, October 12th, at 3 p.m., in Room 497, Parliament
Buildings.

J. R. BALDWIN

745. 10202-A-40

Extrait du procés-verbal d’une réunion entre le Comité
du Cabinet et la délégation de Terre-Neuve

Extract from Minutes of a Meeting between Cabinet
Committee and Delegation of Newfoundland

SECRET
MINUTES OF A MEETING OF THE CABINET COMMITTEE
AND THE NEWFOUNDLAND DELEGATION HELD IN ROOM
497, PARLIAMENT BUILDINGS, ON WEDNESDAY,
OCTOBER 13TH, 1948, AT 3 P.M.
PRESENT:36

ALSO PRESENT!

Mr. C.J. Burchell. Canadian High Commissioner in
Newfoundland,

Mr. W_E. Harris, Parliamentary Assistant to the Secretary of
State for External Affairs

Mr. Stewart Bates. Deputy Minister of Fisheries,
Mr. J.C. Lessard. Deputy Minister of Transport,
Mr. J. Howes, Bank of Canada,

Mr. H.R. Horne, External Affairs,

Mr. M.W. Sharp, Dept. of Finance,

Mr. A.B. Hockin, Dept. of Finance,

Mr. C. Stein, Dept. of Justice,

Mr. E.A. Driedger, Dept. of Justice.

Mr. W.M. Marshall. Secretary for Finance,
Mr. H.G. Puddester, Secretary for Justice.
Mr. J.C. Thompson,

Mr. G.W.D. Allen, Assessor of Taxes,

Mr. F.G. Howell. Secretary for Customs.

36Au lieu de répéter les noms des membres des 36Instead of repeating the names of the mem-
deux délegations dans les proceés-verbaux des  bers of the two delegations in all the minutes of
réunions subséquentes, seulement les noms des  the subsequent meetings. only those who were
absents seront indiqués. A cette réunion, St.  absent will be listed. At this meeting. St. Lau-
Laurent, Claxton et Pearson étaient absents. rent, Claxton and Pearson were absent.
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[. MINUTES

I. THE ACTING PRIME MINISTER (Mr. Howe) submitted the minutes of the
meeting held on October 7th, 1948, for approval.

2. THE CHAIRMAN OF THE NEWFOUNDLAND DELEGATION pointed out that
the deficit of $10,000,000 referred to in paragraph 5 was in error and that the
figure should be $20,000,000.

3. THE MEETING approved the minutes as submitted subject to the correction
indicated.

1. MEMORANDUM SUBMITTED BY
NEWFOUNDLAND DELEGATION

4. MR. WaLsH submitted for consideration a memorandum dated October,
1948, which had been prepared by the Newfoundland delegation. The memoran-
dum reviewed problems connected with union and in certain cases set forth
suggestions relating to these problems.

5. THE MEETING, after discussion, agreed that the various items dealt with in
the memorandum be referred to the departments and sub-committees set out
hereunder for consideration and report:

Item 1 — *“Financial Position of the Province” — This item had been referred
to the sub-committee on Finance and Economic Policy at the meeting held on
October 7th;

Item II — “Fisheries” — Sections 1, 3 and 4 of this item, to the Minister of
Fisheries for consideration and report by the sub-committee on Fisheries. Section
2 to the sub-committee on Finance and Economic Policy;

Item III — “Constitutional and Legal Matters” — To Mr. W. E. Harris,
Parliamentary Assistant to the Secretary of State for External Affairs and the
sub-committee on Law and Procedure;

Item IV — “Labrador Boundary” — To Mr. Harris and the sub-committee on
Law and Procedure;

Item V — “Family Allowances” -— To the Department of National Health
and Welfare;

Item VI — “Sick Mariners Benefits for Merchant Seamen and Fishermen™ —
To the Deputy Minister of Transport to convene a committee with representation
from the Department of National Health and Welfare;

Item VII — “Marine Hospitals” — To the Deputy Minister of Transport to
convene a committee with representation from the Department of National
Health and Welfare;

Item VIII — “Assistance for Housing” — The Newfoundland delegation to
confer on this matter with Mr. D. B. Mansur, President of Central Mortgage and
Housing Corporation;

Item IX — “Newfoundland Railway” — To the sub-committee on Transpor-
tation and Communications to consider in consultation with officials of the Cana-
dian National Railways and the Newfoundland Railway System;

Item X — “Department of Posts and Telegraphs — To the sub-committee on
Transportation and Communications;
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Item XI — “Civil Aviation” — To the sub-committee on Transportation and
Communications (Sections 1 and 2 in consultation with the Air Transport
Board);

Item XII — “Benefits to Newfoundland Veterans of World War II” — The
Minister of Veterans Affairs to convene a committee with representation from
the Department of Finance;

Item XIIT — “Radio Broadcasting System” — Dr. McCann to obtain a report
from the Canadian Broadcasting Corporation;

Item XIV — “Penitentiary” — The Acting Minister of Justice to obtain a
report from the Commissioner of Penitentiaries in consultation with appropriate
Canadian and Newfoundland officials;

Item XV — “Clarenville Boats” — To the sub-committee on Transportation
and Communications in consultation with the Maritime Commission, Canadian
National Steamships and the Department of Finance;

Item XVI — “Superior and County Courts” — To Mr. Harris and the sub-
committee on Law and Procedure;

Item XVII — “Public Harbours” — To the sub-committee on Transportation
and Communications in consultation with the Department of Public Works;

Item XVIII — “Public Buildings” — To the Department of Public Works;

Item XIX — “Repatriation of Sterling Surplus” — To the sub-committee on
Finance and Economic Policy;

Item XX — “Income Taxes, Corporation Taxes and Succession Duties” — To
the sub-committee on Finance and Economic Policy;

Item XXI — “Transportation” — To the sub-committee on Transportation
and Communications;

Item XXII — “Pensions” — To the sub-committee on Finance and Economic
Policy;

Item XXIIT — “Unemployment Insurance” — To the Department of Labour;

Item XXIV — “Education” — It was pointed out that education was entirely

a provincial matter and the Dominion government would probably have no objec-
tion to Newfoundland’s proposals in this matter;

Item XXV — “Defence Establishment” — To the Department of National
Defence;

Item XXVI — “Oleomargarine” — To Mr. Harris and the sub-committee on
Law and Procedure;

Item XXVII — “Provincial Constitution” — To Mr. Harris and the sub-
committee on Law and Procedure;

Item XXVII1 — “Public Health Services” -— To the Department of National
Health and Welfare;

Item XXIX — “Newfoundland Government Savings Bank™ — The Minister
of Finance stated that savings offices of this nature were under provincial juris-
diction and that there was no federal statutory restriction on their operation other

than the maximum allowable interest charge; the federal government did not
restrict interest rates on deposits;



1124 LA CONFEDERATION ET APRES

Item XXX — “Trans-Canada Highway” — To be taken under consideration
in connection with forthcoming discussions with the provinces.

Item XXXI — “Clarification of Government Contracts” — In connection
with the application of import restrictions to Newfoundland at the date of union,
it was pointed out that it would be difficult for the government to make general
exception in Newfoundland’s favour. The importation of essential capital goods
would be maintained through the existing system of permits while cases of severe
hardship in the consumer goods field would be dealt with on an individual basis.

The item was referred for further consideration by the sub-committee on Fi-
nance and Economic Policy and subsequent consultation with the sub-committee
on Law and Procedure.

Item XXXII — “Canada Shipping Act” — To the sub-committee on Trans-
portation and Communications in consultation with the Department of National
Revenue;

Item XXXIII — “Contractual Provisions for Employment of Newfoundland
Workmen” — To Mr. Harris and the sub-committee on Law and Procedure;

Item XXXIV — “Loss of Revenue” — To the sub-committee on Finance and
Economic Policy;

Item XXXV — “Trade and Industry” — To the sub-committee on Finance
and Economic Policy; the latter part of this item “Investigation of Effect of
Union on Local Industries” to the Economic Research Division of the Depart-
ment of Trade and Commerce;

Item XXXVI — “Trade Marks and Patents” — To the Secretary of State
Department;

Item XXXVII — “Goods in Bonded Warehouses and in Transit” — To the
sub-committee on Finance and Economic Policy;

Item XXXVIII — “Federal Taxes” — To the sub-committee on Finance and
Economic Policy;

Item XXXIX — “Importation of Certain Articles from the United States and
the United Kingdom” — To the sub-committee on Finance and Economic Policy;

Item XL — “Enrichment of Flour and Oleomargarine” — To the Department
of National Health and Welfare and to the Department of Trade and Commerce;

Item XLI — *““Passports” — To the Department of External Affairs.

It was also agreed:

(a) that the officials and sub-committees of the Canadian government to
whom references had been made would obtain advice and assistance from mem-
bers and advisers of the Newfoundland delegation, as required, requests for such
advice and assistance to be directed through the Chairman of the Newfoundland
delegation;

(b) that with the exception of the sub-committee on Law and Procedure,
which in view of the nature of its activities should function as a joint Canada-
Newfoundland group, other departments and sub-committees to whom refer-
ences had been made should, in the first instance, report to the members of the
Canadian Cabinet who would subsequently report to the full meeting; and
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(c) that meetings of the various sub-committees should be co-ordinated by
the Secretariat (Mr. Pelletier).

[PIECE JOINTE/ ENCLOSURE]

B.C./Vol. 115

Extraits d’un mémorandum de la délégation de Terre-Neuve
Extracts from Memorandum by Delegation of Newfoundland

I. Financial Position of the Province.

I1. Fisheries

Newfoundland Fisheries Board
European Sales of Fish

Bait Service

Inland Fisheries.

[H. Constitutional and Legal Matters
[V. Labrador Boundary
V. Family Allowances

VI. Sick Mariners Benefits for Merchant Seamen
Designation of Cottage Hospitals
Construction of T.B. Sanatoria

VII. Marine Hospitals
VIII. Assistance for Housing

IX. Newfoundland Railway
1. Management

2. Freight Rates

3. Freight Movements

4. Express Rates

5. Passenger Rates

X. Department of Posts and Telegraphs
Operation of Department
Radio Telephone Ship-to-Shore Stations

X1. Civil Aviation
Fifth Freedom Traftic
Harmon Field
Gander Airport

(1) Cottage Hospital
(2) Roads
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(3) Schools and Churches
(4) Extent of Airport

XII. Benefits to Newfoundiand Veterans of World War 1
XIII. Radio Broadcasting System

XIV. Penitentiary

XV. Clarenville Boats

XVI. Superior and County Courts

XVII. Public Harbours

XVIIL. Public Buildings
Newfoundland Govt. Bldgs.
British Admiralty Bldgs.

XIX. Repatriation of Sterling Surplus
Description of Surplus
Availability of Surplus

XX. Income Taxes, Corporation Taxes and Succession Duties
1. Tax Agreement

2. Change-over and Avoidance of Double Taxation

3. Taxes payable to Provincial Government

4. Taxation of Co-operative Societies

XXI. Transportation

XXII. Pensions

XXIIIL. Unemployment Insurance

XXIV. Education

XXV. Defence Establishment

XXVI. Oleomargarine

XXVII. Provincial Constitution

XXVIII. Public Health Services

XXIX. Newfoundland Government Savings Bank

XXX. Trans-Canada Highway

XXXI. Clarification of Government Contracts

XXXI1I. Canada Shipping Act

1. Coasting Trade

2. Requirements respecting Certificated Officers
3. Hospitalization of Sick Mariners
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XXXI11I. Contractual Provisions for Employment of Nfid.
Workmen

1. Goose Bay Air Base
2. Defence Instaliations
3. Other Agreements

XXXI1V. Loss of Revenue

XXXV. Trade and Industry
Investigation of Effect of Union on Local Industries

XXXVI. Trade Marks and Patents

XXXVII. Goods in Bonded Warehouses and in Transit
Goods in Bonded Warehouses
Goods in Transit

XXXVIII. Federal Taxes

XXXIX. Importation of Certain Articles from the U.S. and
the UK.

1.US.

Salt Beef and Salt Pork (in barrels)
Evaporated Milk

Textiles

2. UK.

XL. Enrichment of Flour and Oleomargarine
XL1. Passports

Appendix

I Provincial Budget

11 Passengers emplaning and deplaning at Gander
I11 Plan of Gander Airport Area

1V Outport Public Buildings

Bldgs. Housing Jnt. Services
but Primarily Provincial

V List of Acts confirming agreements in respect of Customs
and Income Tax Concessions.

1. Customs Concessions
2. Income Tax Concessions
VI Comparative Table

I. FINANCIAL POSITION OF THE PROVINCE

In the attached financial statements®” an attempt has been made to forecast the
revenues and expenditures of the Province of Newfoundland for the six years
following union.

37Nonreproduits. 3"Not printed.
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The forecasts of revenue are based upon amounts now collected from local
sources and the income arising from additional imports upon gasolene and liquor.
Revenue from gasolene tax has been forecast on the basis of a tax of fifteen cents
a gallon; existing revenues arising from the sale of liquor at retail have been
augmented by increasing the price of spirits by fifty cents a bottle, which is
probably all that the traffic will bear having regard to higher Customs and Excise
Tax following upon union.

In the forecasts of expenditure, consideration is given to the trend over the past
eleven years and minimal provisions only are made for the extension or im-
provement of existing public services; nothing has been incorporated for the
institution of new services. The forecasts are realistic in that they provide merely
for the maintenance of existing services with the normal expansion which will
arise by reason of necessary capital expenditure.

The cost of maintaining services for a small population scattered over a long
coastline will impose a heavy burden on the new government. Revenue to main-
tain these services will have to be sought from people who are, in the main,
fishermen and seasonal workers accustomed to a system of indirect taxation and
traditionally opposed to any system of direct taxation. It therefore follows that
the most important question for consideration is the ability of the new Province to
provide public services which will remain her sole responsibility. While the stan-
dard of these services has been considerably improved within the past decade, the
present standard is below that of any Province of Canada.

The remaining sources of revenue open to the Province after Federal levies
have been made, are restricted; if expenditure is to be limited by available sources
of income, the services already at low level must be still further curtailed.

The forecasts show an overall deficit of approximately ten million dollars per
annum which will exhaust the existing surplus, and temporary augmentations
thereof, by the end of the fourth year following union, and this despite the fact
that prospective capital expenditures, following union, are shown at an annual
rate of less than fifty per centum of those in the year immediately preceding
union. Revenue from provincial sources, plus anticipated Federal grants, will be
inadequate to meet the cost of those public services which remain the responsibil-
ity of the Province. With the gradual reduction of the transitional grant, the
annual deficit will increase commensurably after the sixth year.

The Newfoundland Delegation appreciate the necessity of expanding revenues
from existing or new sources and now set forth their views with respect thereto. It
is realized that resort must be had to direct taxation other than income and
corporation taxes and succession duties which will not be available to the Prov-
ince when the Tax Rental Agreement is made. With respect to existing or pro-
spective revenues, the following main sources have been examined:

(i)  Public Domain;

(i1) Licence fees for vehicles and sales tax on gasolene;

(1i1) A general sales tax at retail level,

(iv) Increased prices for liquor sold at retail by the Province; and
(v) Property Taxes
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(i) Public Domain

Practically all of the forest assets, known mineral deposits, agricultural lands
and water powers are held under grant, lease or licence from the Crown. The
revenue derived from these resources is approximately $322,000. In view of
existing contractual obligations, no increase in this revenue can be obtained.

Additional revenue from the Public Domain must await discovery and devel-
opment of further natural resources, particularly in Labrador.

Over a period of years, revenue from new developments would probably be
offset by the necessity of providing additional public services.

(ii} Licence fees for vehicles and sales tax on gasolene

Registration fees of motor vehicles are estimated at $292,900 for the first year
of union and at $317,900 per annum thereafter. Unless there is an increase in the
scale of fees, there will be no additional revenue from this source.

Gasolene taxes in the first year of union are estimated at $819,000 increasing
gradually to $1,050,000 in the sixth year. With some extension and improvement
of the highway system, for which little provision has been made in the estimates,
and provided that heavy capital outlays are made for the accommodation of
tourists, some further increase may be expected from this source. Foreign licence
plates are seldom seen in Newfoundland and, because of Newfoundland’s insular
position, it would be unreasonable to compare tourist travel with other Provinces.

(iii) General Sales Tax

The principal new source of taxation would appear to be a general sales tax.
Due to the sparsely settled nature of Newfoundland, the cost of collection would
be higher than in any Province in Canada where such a tax is imposed. If a tax of
this nature is imposed, the benefits accruing from the increase of duty-free im-

ports would be largely offset in so far as taxpayers in the lower income groups are
concerned.

(iv) Increased Prices for Liquor

This field has been covered in the second paragraph above.

(v) Property Taxes

Direct taxation of property throughout the country would meet with great
resistance and would not be justified by results. The issue of Confederation was
defeated eighty years ago mainly through opposition to property taxes, and at-
tempts to organize Town Councils in some settlements during the past few years
have been unsuccessful for the same reason. Any attempt by the Provincial
Government to impose direct taxation on property in the early years of union
would be disastrous. Slowly, over a long period, the people may come to accept
local responsibility for municipal services. The Delegation strongly emphasizes
that there is little hope of securing additional revenue for the Provincial Govern-
ment, or of saving public expenditure, by the imposition of property taxes.

In Newfoundland there are fifteen municipal councils, including the City of St.
John’s. In St. John’s, where approximately one-sixth of the population of New-
foundland resides, the net revenue from property taxes, including water rates and
stock taxes is about $600,000.
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Since the incorporation of the first outport local council in 1942 up to the end
of the financial year 1947-48 a total of $225,000 has been collected in taxes by
such councils and Government assistance to them has been of the order of
$600,000.

Conclusion

It is apparent that there will be a wide gap between prospective revenue and
expenditure, having regard to the amount reasonably required to maintain Pro-
vincial public services even at their present level, which is far below that of all
other Provinces.

It will not be possible for the Province to bridge this gap either by increasing its
revenue from Provincial sources or by reducing the present level of public
services.

The existence of this gap presents a problem which is more than a financial
one. It is one the solution of which is a prerequisite to workable union. It should
therefore be placed in the forefront of the discussions.

Il, FISHERIES
1. Newfoundland Fisheries Board

The fisheries of Newfoundland are public fisheries and as such will come
within the jurisdiction of the Federal Government after Confederation. Their
products as regards export, will also come within Federal jurisdiction.

In the past, the fishing industry in Newfoundland has suffered severely from
lack of regulation and control both in grading for export and in the actual making
of sales. The evil results of this unregulated system of production and marketing
were recognized some thirty years ago and, accordingly, a system has been devel-
oped over a period of years which has been of inestimable benefit to the industry
and to those engaged therein who comprise over half the population of the Island.
The improvement is particularly noticeable in the salt codfish industry in which
Newfoundland must necessarily deal with import organizations in many of its
customer countries.

The active authority in Newfoundland at the present time is the Newfound-
land Fisheries Board and to deprive that organization of its powers of control and
of regulating exports would seriously endanger the whole salt codfish industry
(and probably the herring industry) which is so vital to the welfare and economy
of our people.

The powers of Newfoundland existing at union to legislate exclusively on
matters relating to seacoast fisheries and the regulation of the trade of New-
foundland in fishery products should, notwithstanding the provisions of the Brit-
ish North America Acts, 1867-1946, continue for a period not exceeding eight
years as the Government of the province may decide and, until repealed or varied
by the legislature of the province, the legislation relating to such matters in force
at union should continue.

The Federal Government should by annual grant reimburse the province in the
amount of expenditure involved in providing the services in these matters which
otherwise would be the responsibility of the Federal Government.
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2. European Sales of Fish

The making of definite arrangements for the continuance of sales of New-
foundland codfish to Europe is a matter of great urgency. Of an average catch of
a million quintals, approximately half must be sold in Southern European mar-
kets. These markets, under normal conditions, are regarded as “Sterling” mar-
kets, since they trade extensively with the United Kingdom and Sterling has, up
to 1947, been convertible into Canadian dollars.

During periods when exchange difficulties were experienced between the
United Kingdom and some European markets, and Trade and Payments Agree-
ments had to be resorted to, the sale of Newfoundland fish was provided for
therein. This was done in the case of both Spain and Italy and was possible
because of the relationship between the United Kingdom and Newfoundland.

This matter is of grave concern to Newfoundland. The loss of European sales
would bring about a condition of extreme poverty to thousands of fishermen and
would seriously weaken the whole economy of the Province. The consequent
necessity of marketing the entire catch on this side of the Atlantic would greatly
endanger the stability of the fishing industry of the whole eastern seaboard of
Canada.

3. Bait Service

At the present time, the Newfoundland Government owns and operates twenty
bait depots situate at various places throughout the Island and it is proposed to
erect additional depots in the near future. The Government also operates the
M.V. Malakoff as a bait supply vessel. These depots supply bait for the use of
inshore and bank fishermen and they have proved of great value not only to
Newfoundland fishermen but also to fishing vessels from the Maritime Provinces.

It is suggested that, as a means of encouraging the fisheries, these depots
should be taken over by the Federal Government and operated to provide a free
bait service to fishermen. The service should be available to all Canadian fisher-
men, with regional control thereof in Newfoundland.

4. Inland Fisheries
Under Section 91 of the British North America Act, the control of sea-coast
and inland fisheries is vested in the Federal Government. Clarification of the
policy of the Federal Government with respect to control, supervision, develop-
ment and improvement of the inland fisheries of Newfoundland is requested.

HI. CONSTITUTIONAL AND LEGAL MATTERS

Clauses 1, 2 and 23 of the proposed arrangements for the entry of Newfound-
land into Confederation relate to the territory and status of Newfoundland as a
Province of Canada; and to the provision to be made in the instrument of union or
in legislative enactment for such things as citizenship, continuation of New-
foundland laws, courts etc., the first constitution of the new Province and the
application to Newfoundland of the British North America Acts and the reten-
tion by Newfoundland of its natural resources.

It is the opinion of the Newfoundland Delegation that basic to any proper
approach to the legal and constitutional problems involved in union is recognition
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of three facts: (i) that Newfoundland is a colony with a full apparatus of existing
laws and courts of law; (ii) that under existing laws rights have been acquired by
and privileges conferred upon, individuals and corporations; (iii) that Newfound-
land must be provided with the organs of executive and legislative government
essential to its function as a Province possessing responsible government and with
a defined constitution.

Recognition of such facts involves recognition of the necessity of express pro-
visions in the terms of union as to the immediate application of Dominion legisla-
tion to Newfoundland legislation relating to patents, fisheries, shipping, criminal
law, taxation etc. It indicates that no such simple formula as that contained in
Section 129 of the British North America Act of 1867 can be used with respect to
the admission of Newfoundland eighty years after the original union. It will be
necessary therefore to provide for the continuation of Newfoundland laws until
the various Dominion statutes shall be brought into force, say by Dominion
proclamation, at such subsequent dates as will allow of consideration of the terms
of present Newfoundland law and of the extension to Newfoundland of the ad-
ministrative machinery necessary to the effective operation of each Dominion
measure in the new Province.

The Newfoundland Delegation firmly believes that the edifice of union must be
reared on the foundation of respect for private rights and privileges previously
conferred by or under Newfoundland law; and the express preservation of the
contractual and/or statutory obligations of the Government of Newfoundland
from the exercise of Dominion legislative power as to such of these matters as
may otherwise be within the jurisdiction of Parliament. As illustrative of such
matters, mention may be made of exemptions from, or fixed rates of assessment
heretofore given to important corporations in respect of import duties, income
taxes etc. and of private rights acquired under Trade Mark and Patent statutes.

Finally there is the great matter of the machinery whereby Newfoundland’s
entry into Confederation shall be brought about, and provision made for the
interim government of Newfoundland until it has, by its own action or that of the
British Government or Parliament, secured its own constitution. These matters
of constitution, of procedure of admission, and of interim government must re-
ceive express mention in the terms of union after very careful consideration of the
problems involved and of the wishes of the governments concerned. Thus for
example, it may be noted that Section 146 of the British North America Act
which expressly provides for the admission of Newfoundland cannot literally be
applied and special legislative provision must be made.

In general the Newfoundland Delegation urges the necessity of full considera-
tion of the procedural and transitional matters above mentioned so that agree-
ment may be reached (i) as to how and by whose action Newfoundland will
receive constitutional institutions of government and the method of its entry into
union may be prescribed, (ii) as to how and to what extent the British North
America Acts and existing Dominion legislation shall become applicable to New-
foundland; and (iii) that private rights and governmental obligations existing
under Newfoundland legislation must be expressly preserved and carried over
into union.
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These matters stand apart from such other matters as financial terms, transfer
of property, assumption of debts, etc. They are of a constitutional nature and
variation may be required in procedures heretofore followed in the case of post-
Confederation provinces and must be the subject of express provision in the
Terms of Union. Some of them are specifically dealt with in subsequent sections.

XIX. REPATRIATION OF STERLING SURPLUS
1. Description of Surplus

Clause 9 of the proposed arrangements provides for the retention of the accu-
mulated financial surplus of Newfoundland, subject to certain conditions. A
large part of the surplus is held in sterling and made up of an interest-free loan to
the Government of the United Kingdom, repayable in dollars on demand,
amounting to $9,068,000.00 (made up of a loan of $10,500,000 from accumu-
lated revenue surplus and $1,800,000 proceeds of sale of Savings Certificates,
less $3,232,000 withdrawn by the Government of Newfoundland in 1946 for
investment in order to pay off two Sterling loans maturing in 1950-1952).

A further part of the accumulated surplus is held in free Sterling with the
Crown Agents in London, and a small part is represented by repayable advances
to United Kingdom Agency Accounts. A large block of the surplus (over $5,500,-
000) is held in Sterling against dollar payments made in Newfoundland to fi-
nance sales of fish to European markets in 1947. Similar arrangements are effec-
tive for financing sales in European markets of codfish caught during the present
fishing season. It is too early to estimate accurately the amount of the surplus
which will be involved this year, but it may be assumed that it will not exceed 3.5
million dollars. At the 31st of March, 1948, there will be held, in Sterling,
interest-free loans amounting to $9,068,000, proceeds of sales of fish amounting
to approximately $9,000,000 and other sterling balances amounting to over $1,-
000,000. This will account for approximately $19,000,000 of the total surplus at
the 31st March, 1948, which, following adjustments, including an allowance in
respect of 1948-49 deficit, will, it is estimated, amount to $24,250,000 at that
date.

2. Availability of Surplus

The nine million interest-free loan to the United Kingdom is repayable on
demand in dollars and the Secretary of State for Commonwealth Relations
stated to a Delegation of the National Convention of Newfoundland in 1947, as
follows: “It is, of course, open to the Newfoundland Government, if they so
desire, to withdraw the balance of the loans and to decide to what purpose they
should be put.”

It is assumed, therefore, that no difficulty will be experienced in securing repay-
ment of these loans in dollars.

The amounts to the credit of Newfoundland at the Crown Agents and the
balances due for advances to finance dollar expenditure in Newfoundland of
United Kingdom Departments will also be available in dollars at short notice.

In the case of the Sterling proceeds of codfish sales, the position is different.
The understanding with the United Kingdom respecting these transactions was
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that the Sterling proceeds arising from the sales would be held against the re-
demption of the Sterling debt of Newfoundland. Newfoundland will be relieved
of responsibility for meeting the Sterling debt, and any further interest and
sinking fund payments thereon, and these funds will stand to the credit of New-
foundland but, unless special arrangements are made, will not be convertible into
dollars.

It is essential, however, that the whole surplus be made available to the Provin-
cial Government at an early date to finance the development of the Province, and
to maintain and improve necessary Government services. If these amounts are
not available in dollars, the Province will not be able to carry on essential services.

If the United Kingdom should be unable to make dollars available, it will be
necessary for the Government of Canada to take over the portion of the New-
foundland surplus held in Sterling and make dollars available to the Province for
disposition in accordance with Clause 9 of the proposed arrangements.

XX1V. EDUCATION
Clause 19 of the proposed arrangements should be redrafted to read as follows:

“19. The Legislature of the Province of Newfoundland will have exclusive
authority to make laws in relation to education within the Province provided that:

The Legislature will not have any authority to make laws prejudicially affect-
ing any right or privilege with respect to denominational or separate schools and
colleges which any class of persons has by law in Newfoundland at the date of
union, but the Legislature may authorize any two or more such classes of persons
to amalgamate or unite their schools and for and in respect of schools so amalga-
mated or united to receive, notwithstanding such amalgamation or union, their
proper share of the public funds of Newfoundland devoted to education.”

XXVI. OLEOMARGARINE

Amendment of Clause 21 of the proposed arrangements for the entry of New-
foundland into Confederation is necessary so as to provide that Newfoundland
manufacturers of oleomargarine and other substitutes for butter may immedi-
ately, and without further preliminaries, engage in interprovincial trade in the
event that present Canadian legislation prohibiting the manufacture and sale of
oleomargarine, etc. is (i) declared ultra vires by the Supreme Court of Canada or
(ii) repealed by the Parliament of Canada.

As the Clause now reads, if either of these events occurs, Newfoundland would
be severely prejudiced and handicapped by virtue of the fact that manufacturers
in other Provinces would be permitted to manufacture and distribute interprovin-
cially while Newfoundland manufacturers, on the other hand, would still be
required to obtain Parliamentary sanction before they could do so.

[t is recommended that, immediately after the phrase “except by authority of
the Parliament of Canada’ in lines 7 and 8 of the Clause, the following or simtlar
words should be added:

“unless at any time hereafter, the manufacture and sale of oleomargarine and
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other substitutes for butter shall have become lawful in that part of Canada other
than Newfoundland.”

XXVII. PROVINCIAL CONSTITUTION

It is assumed that, after union, the Lieutenant-Governor will immediately
appoint a Provincial Executive to administer the Government of the Province.

As each Province, within the limits of the British North America Act, has the
right to regulate its own constitution, it is suggested that the provisional Provin-
cial Constitution of Newfoundland should be as simple as possible. It is also
suggested that, in view of the fact that eight of the nine existing Provinces have
unicameral legislatures, similar provision should be made, by the Articles of
Union, in the case of Newfoundland, leaving the question of a second chamber
entirely to the Provincial Legislature.

Provision should also be made as follows:

(i) Cap. 2 of the Newfoundland Consolidated Statutes, 1916, should be re-
tained as amended by the Redistribution Act of 1932 and with the addition of
another district to be known as Labrador.

(i1) The election of the first Provincial Legislature should be conducted under
the Election Act of 1913 and amendments thereto; provision being made for the
grant of the franchise to all persons over the age of twenty-one years and for the
compilation of a Voters’ List from the list of voters prepared for the National
Referendum.

(iii) The Legislative Disabilities Act (Cap. 4 of the Consolidated Statutes,
1916) with amendments, should apply to the first Legislature, provision being
made to substitute for the Ministers mentioned in Sec. 2 (1) thereof Ministers
appointed to the Departments as existing under Commission of Government.

(iv) Chapters 5, 6 and 7 of the Consolidated Statutes 1916, with necessary
amendments, should apply to the first Legislature.

(v) The Rules of the House of Assembly in force in 1933 should also apply to
the first Legislature.

(vi) Authority should be given to the provisional Government to vote Supply
to His Majesty pending the meeting of the Legislature.

(vil) The Lieutenant-Governor-in-Council should have power to effect any
adaptations which may be necessary in any Statute for the purpose of efficiently
conducting the first election of a Provincial Legislature, of varying the bounda-
ries of districts for the purpose of the said first election and of administering the
laws and carrying on the public business of the Province until specific provision
therefor has been made by the Legislature.

These proposals are tentative and may be altered after further consideration
and full examination by the legal and constitutional advisers to the Delegation.

XXXI. CLARIFICATION OF GOVERNMENT CONTRACTS
It is important that some provision should be made to ensure that contracts
entered into by or with the Government of Newfoundland will not be prejudiced
or affected by union. Similar provision should also be made in cases where, before
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the date of union, irrevocable commitments have been entered into by New-
foundland importers with persons, firms or corporations in countries other than
Canada.
It is suggested that, to meet both situations, clauses should be inserted in the

Articles of Union as follows:

(i)  “Nothing in any Act of the Parliament of Canada shall in any way
abridge, reduce, impair or derogate from the rights of any person, firm or corpo-
ration arising under contracts with the Government of Newfoundland.

(il) The Government of Canada agrees that, notwithstanding any law of the
Dominion of Canada prohibiting the importation into Canada of goods produced
in any foreign country, importation into Newfoundland will be permitted of any
goods from a foreign country in respect of which it shall be proved that, at the
date of entry of Newfoundland into union, money to pay for such goods had
already been irrevocably deposited in such foreign country, or virtually proved
that, although such money had not been deposited in such foreign country at the
date of union, the Newfoundland importer was, at the date of coming into effect
of union, irrevocably bound by contract to pay such money.”

A list of the Acts confirming agreements entered into by the Newfoundland
Government in respect of Customs and Income Tax concessions is attached as
Appendix V.

XXXV. TRADE AND INDUSTRY

It is inevitable that the entry of Newfoundland into Union will produce shocks
to the Island’s economy which it is admittedly the desire of all parties to the
change-over to minimize.

It seems clear that, in order to facilitate the adjustment of Newfoundland to
the status of a Province and to cushion the inevitable shock to the Island’s econ-
omy, Canada should be prepared, for a limited period of time to abandon some
conventional outlook and adopt possibly unprecedented methods of meeting
Newfoundland’s distinctive needs.

Canada’s so-called “‘austerity programme’’ might be cited as one illustration of
this point. The immediate application of this programme would work great hard-
ship in so far as it might not be possible to import certain raw materials required
by our basic and even our secondary industries as well as essential machinery and
similar goods.

The imposition of new taxes, the appfication of a new Customs Tariff and the
removal of Customs protection heretofore enjoyed will prejudicially affect many
secondary industries in Newfoundland and it is possible that some of them may
not be able to continue operations. The closing of a number of these industries
would result in considerable loss of employment and would have a serious effect
on the economy of the Province. It is considered that an adjustment period should
be allowed to enable them to reorganize for operation under the new system.

Specific problems facing Newfoundland's trade and industry are described in
other Sections of this Memorandum and, by way of illustration the following
special pressing problems may be indicated:
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(i)  The position of industrial concerns which have placed orders in the United
States and other countries, excluding Canada, for machinery, machine parts and
raw materials, where such goods cannot reach Newfoundland until after the date
of Union.

(i1) The position of industrial concerns which, throughout the probable re-
maining period of Canada’s “‘austerity programme™ will need to continue to
place such orders in countries other than Canada.

(iii) The position of concerns which have goods in bond in Newfoundland of
which they have not taken delivery before Union and the consequent hardship
upon them, vis-a-vis their competitors on the mainland of Canada, if they have to
pay Canadian taxes in addition to any other taxes which they have already paid.

(iv) The position of concerns which have in stock at the date of Union goods on
which they have paid Newfoundland taxes, if they are also obliged to pay Cana-
dian General Sales Tax, Excise Duty or other taxes thereon.

(v) The position of concerns which have been granted rights, still unexpired at
the date of Union, to charge special depreciation upon certain capital expendi-
tures, if these rights are not continued for the period originally granted.

(vi) The position arising by reason of loss of tariff concessions made under the
Newfoundland Revenue Act on chemicals used in processing low-grade ores the
extraction of which may not be economical if full tariff rates are paid.

(vii) The position of the general public with regard to the importations from
the United States and other countries, of articles of common necessity which are
not available in sufficient quantity or of suitable quality in Canada, such as
canned milk, barrelled salt beef and barrelled salt pork.

INVESTIGATION OF EFFECT OF UNION ON LOCAL INDUSTRIES

After a careful analysis of the situation, the Newfoundland Delegation feels
that the problems arising out of the effects of Union upon industries manufactur-
ing for local consumption throughout Newfoundland are national and therefore
far-reaching in character. It is felt that considerable dislocation with attendant
unemployment, is inevitable during the transitionary period and the early stages
of Union unless the problems have been properly anticipated and provision made
to cushion the economy of the Island against the emergencies which might other-
wise result if such industries are not permitted to readjust themselves gradually
to the changes incident to Union.

The question necessitates thorough investigation by specialists and in the mu-
tual interests of the Dominion generally and the Province of Newfoundland
particularly, it is urged that a Committee of three experts be appointed immedi-
ately by the Federal Government to proceed to Newfoundland with all possible
despatch and there consult with the organizations affected for the purpose of
formulating a solution to the problems involved.
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746. 10300-40

Le haut commissaire  Terre-Neuve au secrétaire d'Etat
aux Affaires extérieures

High Commissioner in Newfoundland to Secretary of State
for External Affairs

TELEGRAM 297 St. John’s, October 16, 1948

The press yesterday carried reports that in addition to Lewis Ayre, the Presi-
dent of the Newfoundland Board of Trade, Edgar Miller, the second Vice-Presi-
dent, and H. R. Brookes will proceed to Ottawa as soon as possible to consult with
the Newfoundland delegation.

747. 2828-40

Extrait du Daily News de St. John's du 18 octobre [948
Extract from St. John's Daily News of October 18, 1948

REPORT FROM OTTAWA
By Don Jamieson

CANADA IS TAKING NO CHANCES on adding to the present anti-Con-
federate feeling in Newfoundland. There will be no large scale “invasion™ of
Newfoundland by Canadian government officials since such an influx might
cause Newfoundlanders to feel that Canada is “taking over.” All necessary visits
by Canadian officials will be staggered so that only a few are in the island at any
one time and no unnecessary publicity will be given to their arrival.

TOP SECRET is the label that might be applied to the present conference. No
press releases are being issued and both Canadian and Newfoundland officials
have been cautioned to keep their mouths shut in the presence of newsmen. This
too is a security move to prevent, if possible, the circulation of unfavourable
stories on the talks which might tend to *“‘scuttle” the negotiations. A newsman,
especially one known to have anti-Confederate sentiments, is as welcome, here in
Ottawa, as a skunk at a garden party.

BABY BONUSES BEFORE INCOME TAX FORMS is the aim of the
Canadian officials. The application forms for family allowances will be in the
mail and the first checks received by Newfoundlanders before the less pleasant
job of lining up the population for income tax purposes is undertaken. Ottawa,
and certain members of the Newfoundland delegation feel that the baby bonus
checks will tend to soften the resistance of Newfoundlanders to Confederation.
Once the checks start arriving there will be few anti-confederates left in New-
foundland — THEY HOPE!

A HOLD-UP IN THE PAYMENT of Old Age pensions can be expected
unless some method is found of circumventing the necessity of pension legislation
being enacted by the Newfoundland provincial Government. As things stand at
present, before the federal government will kick in with its 75% of the $30.00 a
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month pension, the provincial parliament must pass an act agreeing to follow the
line set down by Ottawa. Since this can’t be done before we have a provincial
Government some delay is inevitable. However, because of the desire to avoid any
criticism a way out may be found.

CHES. CROSBIE IS THE MAN Canadian newsmen are interested in at
present, because of his expressed intention to make public his disapproval if the
terms are unfavourable. Crosbie can expect to be hounded by reporters during his
stay here as he has what all the newspapers are looking for — color! Incidentally,
certain members of the delegation never previously noted for their dislike of
publicity have surprised reporters by their current reluctance to “meet the
press.”

CONFEDERATE PREDICTIONS that the Fisheries Ministry would go to
Newfoundland are not likely to come true. British Columbia which only recently
obtained the portfolio, appears determined to hang on to it. Fisheries Minister
Mayhew made this statement some time ago and, from all accounts, nothing has
happened to change his mind. If B.C. remains adamant another niche will have to
be found for Mr. Bradley, if, that is, Ottawa agrees to give Newfoundland a
ministry and if, also, Mr. Bradley can get himself elected and on the winning
side!

SOCIAL NOTE. Prior commitments and minor ilinesses have prevented the
delegation from accepting an invitation for a week-end at Canada’s swankest and
most exclusive club. Certain delegates have also been forced to turn down speak-
ing engagements because of “‘pressure of business,” and the necessity for them to
stay close to Ottawa.

NEWFOUNDLAND’S CIVIL SERVANTS whose jobs will go by the board
because of Confederation will be shifted “painlessly” to new employment at no
less salary than they are getting at present. Newfoundland Government heads
now in Ottawa are discussing the question of employees with their Canadian
counterparts and, it is expected that before March 31st the whole question of who
goes where and who stays put will have been settled.

LESS EMPLOYEES IN CUSTOMS but more in the Income Tax office will
be two inevitable results of Confederation, so that present customs employees
may soon find themselves working for the Assessor. The change-over shouldn’t be
hard since they will still be taking money from Newfoundianders. Incidentally, in
certain cases at least employees will be asked whether the new job is satisfactory
for them but what happens if they say “no” is another question!

COMMUNISM QUESTIONNAIRES may have to be answered by New-
foundlanders landing Federal jobs since Canada’s R.C.M.P. are at present con-
ducting extensive investigations into Communism in Canada’s Civil Service. [t is
not known if the same will apply to Newfoundlanders working for the provincial
government. Speaking of the R.C.M.P., Newfoundland Rangers, styled after the
Canadian mounties may or may not become Provincial police, depending upon
what the provincial Government decides. At any rate the Rangers are the prov-
ince’s baby, they will not be taken over by the Federal Government.

A FREE TRIP TO OTTAWA may be in the offing for some of those New-
foundlanders who get top-drawer jobs with the Federal Government. It is ex-
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pected that certain Federal Civil servants will be brought to the capital to be
shown the ropes and to learn Ottawa’s way of doing things. On returning to the
island they will be placed in administrative jobs in the Federal Departments.
Certain new offices will be opened in St. John’s by the Federal Government but in
most cases the jobs thus created will be filled by present civil servants who will be
dumped from their usual jobs. However, some new jobs may become available.

THE RAPID RESIGNATION of at least one top-ranking Newfoundland
Government official can be expected if Confederation goes through; not because
of political leanings but because there will be no satisfactory post for him in the
new set-up. Most other department chiefs and sub-chiefs will be absorbed into
the new set-up.

NEWFOUNDLAND’S SENATORS have not yet been named publicly and
speculation is running rampant as to who will get these fairly well-paid jobs with
little actual work attached. It’s a case of “‘many are called but few are chosen”
since unquestionably a number of Newfoundlanders have been promised the
appointments which will eventually go, more than likely as a reward to those who
helped along the cause of Confederation.

CANADA WAS SURPRISED at Newfoundland’s decision to Confederate.
When the Convention delegation left Ottawa last year many top-ranking officials
predicted privately that Newfoundland would reject the idea of Federal Union.
Could this mean that they agreed that the terms offered were not good enough or
was it because of their lack of faith in the promoters of Confederation? Only time
will tell, at any rate few were more surprised at Newfoundland’s decision than
was official Ottawa, despite the fact that they have long had their fingers crossed
in the hope that Newfoundland would come across.

A CROSS-COUNTRY HIGHROAD for Newfoundland will not be provided
by the Federal Government, nor will Ottawa build one mile of road in the island
unless defence needs call for it. Roads are still a provincial responsibility but the
Federal Government might be persuaded to build a trans-Newfoundland
highway *““for defence purposes™ if the proposition was put up to Federal lcaders
now while they are most anxious to keep Newfoundland happy. It’s definitely an
outside chance however.

748. R.A.M./Vol.2
Mémorandum du ministre des Pécheries au Cabinet
Memorandum from Minister of Fisheries to Cabinet

Ottawa, October 19, 1948
INTERIM REPORT ON FISHERIES
The Newfoundland delegation, accompanied by advisers, has opened discus-
sions on fisheries matters with me. The points raised were as follows:

(1) The continuance of the Newfoundland Fisheries Board's powers in the
export field with respect to the salt fish trade only (i.e. the fresh, frozen and
canned fish trades would all remain outside the Board’s powers).
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We indicated that the powers of that Board with respect to conservation and
inspection would be covered by present federal legislation; that conservation
would be a direct responsibility of the federal government, and would be adminis-
tered federally; that inspection would also be a federal responsibility, but that the
inspectors might be seconded to the Board for an interim period. This seemed
agreeable to the Newfoundland delegation.

In the salt Aish export field, the powers of the Board would be continued only by
agreement in the terms of union, and probably only for a limited period. The
Newfoundland delegation made two requests:

(a) that salt fish export be defined to cover interprovincial as well as export;
this they feel necessary to prevent evasion of the Board regulations;

(b) that these powers be given for a period of eight years. We would not agree
on so extended a period, and asked them to reconsider this proposal, suggesting a
shorter period, with provision for a federal review of the whole situation towards
the end of that period.

(2) Bait Service: 1 agree in principle with the desirability of having the bait
depots and supply vessel recognized as a federal responsibility. This service is
important for the encouragement of the fisheries, and provision should perhaps
be made for it in the Maritimes also. The service for both the Maritimes and
Newfoundland should be integrated.

The federal government would be responsible and would administer, and
would continue to pursue the present policy of trying to “‘break even™ each year,
but being ready to meet any deficit — presently about $40,000 per annum. Some
capital expenditures may also be necessary.

(3) [Inland Fisheries: We indicated to the delegation the various procedures
used in different Canadian provinces, and the different federal-provincial ar-
rangements that are possible, so that the province of Newfoundland may elect
the system to be followed; it is likely that the same arrangements will be made as
in Nova Scotia.

It is intended to have further meetings with the delegation this week with a
view of finishing purely fishery matters.

R. W. MAYHEW

749. R.AM./Vol. 2

Rapport du sous-comité sur les finances et la politique
économique, le Comité interministériel sur Terre-Neuve

Report by Sub-Commiittee on Finance and Economic Policy,
Interdepartmental Committee on Newfoundland

SECRET Ottawa, October 19, 1948

REPORT OF THE COMMITTEE OF OFFICIALS ESTABLISHED
TO CONSIDER FORECASTS OF REVENUES AND EXPENDITURES
The Canadian officials on the Committee have reccived from the financial
advisers to the Newfoundland Dclegation an explanation of the forecasts of
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provincial revenue and expenditure presented to the Canadian Government by
the Newfoundland Delegation.” No appraisal was made of the reasonableness or
adequacy of the forecasts.

The Committee reports that certain forecasts appearing in the brief may be
affected by decisions of policy embodied in the final terms of union, including:

Surplus Account

(1) Table 1, Column 1, Item 16, “Income Tax, 1948 — $8,750,000. The
Canadian officials draw attention to the fact that the inclusion of this item in the
Newfoundland surplus is based on the assumption that 1948 income tax is en-
tirely a provincial asset and that any adjustment designed to overcome double
taxation in the first year of union, as requested by the Newfoundland Delegation,
will be made at the expense of the Federal Government. No estimate of revenue
from income earned in the first three months of 1949 is included in the forecast of
provincial revenue in the fiscal year 1950.

(2) Table I, Column 1, Item 21, “Working Capital Recoveries” — $4,622,-
900. Each account included in this item will be subject to further examination
and decision.

Revenue

(3) Table 2, Column I, Item 11, “Subsidies in lieu of taxes rented” — $5,-
112,700. This estimate for 1949-50 is based on the assumption that Newfound-
land will receive only three-quarters of the annual payment under the tax-rental
agreement in the first fiscal year of the agreement, as did the other provinces in
the first fiscal year of the second tax-rental agreements. All estimates under this
item are subject to adjustment for changes in the Gross National Product and in
relative population.

Expenditure

(4) Table 3, Items 15 and 16, “Pensions, Civil Service and Railway.” The
Newfoundland Delegation has requested that these expenditures, insofar as they
relate to former employees of services taken over by the federal government, be
assumed by the federal government.

(5) Table 3, Item 9, **Fisheries.” The estimates of the costs of fisheries ser-
vices included in this and other items depend to some extent on the allocation of
responsibilities between the federal and provincial governments.

(6) Table 3, Item I, “Health and Hospital Care.” These estimates might have
to be revised in the light of more exact knowledge as to the extent of Dominion
assistance, both in the field of general health and in the field of hospital
construction.

The Canadian officials noted that estimates of provincial revenue include a
provincial tax on gasoline and make allowance for an increase in the price of
liquor. However, no estimates of revenue from other possible additional sources
have been made, and the Canadian officials consider that such estimates should
be made if the field of provincial revenue is to be adequately explored. Further
direction is requested.
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750.

R.A.M./Vol. 3

Procés-verbal d’une réunion du Comité du Cabinet sur Terre-Neuve
Minutes of a Meeting of the Cabinet Committee on Newfoundland

SECRET

A meeting of the Cabinet Committee on Newfoundland was held in the Privy
Council Chamber at 12 o’clock, Tuesday, October 19, 1948.

PRESENT:

ALSO PRESENT:

The Minister of National Defence, (Mr. Claxton), in the
Chair 3

The Minister of Finance, (Mr. Abbott),

The Minister of National Revenue, (Dr. McCann),
The Minister of Veterans Affairs, (Mr. Gregg),
The Minister of Fisheries, (Mr. Mayhew).

The Secretary (Mr. Baldwin), Privy Council Office,
The Assistant Secretary (Mr. Pelletier), Privy Council Office

Parliamentary Assistant to the Secretary of State for
External Affairs (Mr. Harris),

Canadian High Commissioner in Newfoundland (Mr.
Burchell),

Deputy Minister of Fisheries (Mr. Bates),

Deputy Minister of Transport, (Mr. Lessard),

Mr. M.W. Sharp, Department of Finance,

Mr. A.B. Hockin, Department of Finance,

Mr. C. Stein. Department of Justice,

Mr. A. Skelton, Department of Trade and Commerce,
Mr. J.E. Howes, Bank of Canada,

Mr. J. Coyne, Bank of Canada

ALSO IN ATTENDANCE FOR ITEMS
RELATED TO THEIR DEPARTMENTS:

Mr. A.H. Brown, Department of Labour,
Dr. E.P. Laberge, Department of Labour,
Mr. R.G. Barclay, Department of Labour,

Dr. H.A. Ansley, Department of National Health and
Welfare,

Mr. J.A. Blais. Department of National Health and Welfare.

Mr. G.H. Josie. Depariment of National Health and
Welfare,

3L.S.St. Laurent s’était rendu a Londres pour 38L. S. St. Laurent was then in London to re-
remplacer Mackenzie King, qui était malade, a  place Mackenzie King, who was ill, at the Con-
la conférence des premiers ministres du  ference of Commonwealth Prime Ministers.

Commonwealth.
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1. THe CHAIRMAN referred to the brief submitted by the Newfoundland dele-
gation and reported that a number of answers to questions raised in that brief had
been received from departments and committees concerned.

Copies of this material were circulated.
(Secretary’s Note' and accompanying documents, October 19, 1948).
2. THe COMMITTEE, after considerable discussion, agreed:

(a) that the report of the Sub-Committee on Financial and Economic Policy
dealing with the financial position of the province3 be submitted at the next joint
meeting with the Newfoundland delegation but that it be indicated at that time
that the Canadian representatives were not yet in a position to discuss this
matter,

(b) that the reports on the following subjects, revised in the light of discus-
ston, be submitted at the next meeting with the Newfoundland delegation:

(1) family allowances,
(2) radio broadcasting system,
(3) unemployment insurance,
(4) defence establishment,
(5) public health services,
(6) enrichment of flour and oleomargarine,
(7) cottage hospitals and T.B. sanatoria,
(8) marine hospitals.

The meeting adjourned at 1.30 p.m.

J. R. BALDWIN

751. B.C./Vol. 119

Extraits du procés-verbal d’une réunion entre le Comité
du Cabinet et la délégation de Terre-Neuve

Extracts from Minutes of a Meeting between Cabinet
Committee and Delegation of Newfoundland

SECRET
MINUTES OF A MEETING OF THE CABINET COMMITTEE
AND THE NEWFOUNDLAND DELEGATION HELD IN ROOM
497, PARLIAMENT BUILDINGS, ON TUESDAY,
OCTOBER 19TH, 1948, AT 4 P.M.

PRESENT:40

39Voir le document précédent. 39See preceding document.
40St. Laurent et Pearson étaient absents. C. A. 40St. Laurent and Pearson were absent. C. A.
Crosbie avait rejoint la délégation a Ottawa. Crosbie had arrived in Ottawa.
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ALSO PRESENT:

Mr. C.J. Burchell. Canadian High Commissioner in
Newfoundland,

Mr. J.C. Lessard. Deputy Minister of Transport.
Mr. J. Howes, Bank of Canada.

Mr. R.A. MacKay. Dept. of External Affairs.
Mr. H.R. Horne, Dept. of External Affairs,
Mr. M.W._Sharp. Dept. of Finance.

Mr. A.B. Hockin, Dept. of Finance.

Mr. C. Stein, Dept. of Justice.

Mr. E.A. Driedger, Dept. of Justice.

Mr. A.H. Brown. Department of Labour.

Mr. R.G. Barclay, Dept. of Labour (U.1.C.).
Dr. E.P. Laberge. Dept. of Labour (U.1.C.).

Dr. H.A. Ansley, Dept. of National Health and Welfare
{Health),

Mr. G.H. Josie, Dept. of National Health and Welfare
(Health),

Mr. J.A. Blais, Dept. of National Health and Welfare
(Welfare),

Mr. Alex Skelton, Dept. of Trade and Commeree.

Dean V. MacDonald

Mr. W.M. Marshall, Secretary for Finance,
Mr. H.G. Puddesier, Secretary for Justice,
Mr. J.C. Thompson

Mr. G.W.D. Allen. Assessor of Taxes.

Mr. F.G. Howell. Secretary for Customs.

11. NEWFOUNDLAND BRIEF — REPORTS

3. THe CHAIRMAN stated that following the decision at the meeting on Octo-

ber 13th, statements on certain sections of the delegation’s brief had been pre-
pared as follows:

1. Financial Position of the Province (Report of sub-committee on Finance
and Economic Policy)

V. Family Allowances
V1. Sick Mariners Benefits for Merchant Seamen and Fishermen
VII. Marine Hospitals
XI11. Radio Broadcasting System
XXII1. Unemployment Insurance
XXV. Defence Establishment
XXVIIL. Public Health Services
XL. Enrichment of Flour and Oleomargarine
(Memorandum October 19th and attached documents)
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MR. CLAXTON suggested that the report of the sub-committee on Finance and
Economic Policy on Newfoundland’s provincial budget would require further
study by the Canadian Cabinet Committee and that, in the circumstances, con-
sideration might be deferred to a later date. The remaining statements were read.

4. THE CHAIRMAN OF THE NEWFOUNDLAND DELEGATION referring to para-
graph two of the statement on broadcasting enquired whether the Canadian
Broadcasting Corporation in arranging educational and informative pro-
grammes for provincial governments made free time available or charged for the
time allotted.

5. MR. WaLsH, referring to the report of Sick Mariners Benefits for Mer-
chant Seamen and Fishermen, pointed out that there did not exist any overall
provincial health insurance schemes in Newfoundland but that on payment of
certain fees certain benefits were made available.

6. MR. WALSH, in connection with the report on the enrichment of flour, said
that all flour presently sold in Newfoundland was fortified by the addition of
vitamins on medical recommendation, and suggested that this question be stud-
ied further.

7.  THE MEETING noted the reports submitted and agreed,

(a) that consideration of the report on the Financial Position of the Province
be deferred;

(b) that the other reports would be taken under consideration by the New-
foundland delegation;

(c) that the Canadian Broadcasting Corporation be requested to furnish fur-
ther information on the granting of free time as indicated;

(d) that further consideration be given by the Canadian Cabinet Committee
to the question of enrichment of flour in Newfoundland.

1. CIVIL AVIATION

8. MR. CLaxTON said that a report on Civil Aviation (section XI of the
Newfoundland brief) had been prepared and although copies were not available
for distribution, the Minister of Trade and Commerce was prepared to submit a
verbal report.

9. MR. HowEe read a statement on Civil Aviation.

(Report on Civil Aviation, October 19th, 1948, copy attached).’

10. THE MEETING noted this report, for consideration by the Newfoundland
delegation.

IV.REPRESENTATIVES OF NEWFOUNDLAND BOARD OF TRADE

11. Mr. WaLsH stated that the president and two members of the Newfound-
land Board of Trade were at present in Ottawa and that the delegation would
appreciate any courtesy that might be extended by the Cabinet Committee and
government departments.40:

12. MR. CLaXTON said that the Canadian government would be pleased to
furnish the three members of the Board of Trade with any information they

402V oir le document 1046. 40aSee Document 1046.
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might require and that, to this end, meetings might be arranged with the Minis-
ter of Trade and Commerce and the Minister of Finance.

13. THE MEETING, after discussion, agreed that the Secretary of the Newfound-
land delegation might arrange a meeting with the Minister of Trade and Com-
merce and the Minister of Finance.

V. EFFECT OF UNION ON LOCAL INDUSTRIES IN
NEWFOUNDLAND

14. MR. WaALSH, referring to a suggestion set forth in the delegation’s brief
(section XXXV) that the Canadian government appoint a team of experts to
investigate the possible effects of union on Newfoundland’s local industries, en-
quired whether any steps were being taken to implement this suggestion.

15. MR. SKELTON stated that the delegation’s suggestion had met with favour
in the Department of Trade and Commerce and that the Economic Research
Division were at the moment engaged in gathering necessary preliminary data.

16. THE MEETING noted Mr. Skelton’s report.

752. R.AM./Vol. 3
Procés-verbal d’une réunion du Comité du Cabinet sur Terre-Neuve
Minutes of a Meeting of the Cabinet Committee on Newfoundland

SECRET

A meeting of the Cabinet Committee on Newfoundland was held in the Privy
Council Chamber at 2.30 p.m., Wednesday, October 20th, 1948.

PRESENT:4!

ALSO PRESENT:

Mr. M.W. Sharp, Department of Finance

Mr. A.B. Hockin, Department of Finance

Mr. J.E. Coyne, Bank of Canada,

Mr. J. Howes, Bank of Canada,

Mr. B.G. Mclntyre, Comptroller of the Treasury,
Mr. W.T. Wilson, Emergency Import Control Div. (Finance)
Mr. R.A. MacKay, Department of External Affairs,
Mr. P.L. Young, Department of National Revenue,
Mr. W.B. Stuart, Department of National Revenue,
Mr. C.H. Cotter, Department of National Revenue
(Taxation)

Mr. J.G. McEntyre, Department of National Revenue
(Taxation),

41St. Laurent, Howe, Mayhew et Pearson 41St. Laurent, Howe, Mayhew and Pearson
€taient absents. were absent.
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Mr. Alex Skelton, Department of Trade and Commerce,
Dr. C.M. Isbister, Department of Trade and Commerce,
Mr. G.A. Newman, Department of Trade and Commerce

. NEWFOUNDLAND — FORECASTS OF REVENUES AND
EXPENDITURES
1. THe CHAIRMAN, referring to the minutes of October 19th, stated that the
sub-committee on Finance and Economic Policy had requested direction on the
policy to be adopted in the examination of the forecasts of revenues and expendi-
tures submitted by the Newfoundland delegation and on the procedure to be
followed in dealing with this problem.

2. MR. ABBOTT suggested that the Chairman of the sub-committee on Fi-
nance and Economic Policy (Mr. Sharp) might briefly outline the question to be
decided.

3. MR.SHARP stated that in the course of examining the estimated provincial
budget submitted by the Newfoundland delegation, the sub-committee had come
to the conclusion that it could not proceed without direction from the Cabinet
Committee on certain points. These points were:

(a) should Canadian officials make an appraisal of the estimated provincial
expenditures submitted by the delegation?

(b) should Canadian officials analyze the estimated provincial revenues
submitted?

(¢) if and when appraisals as outlined in (a) and (b) above were made, should
the Canadian government suggest to the delegation that the new province might
establish certain specific forms of taxation (entertainment taxes, sales taxes, etc.)
in order to balance its budget?

MR. SHARP added that after examining the forecasts submitted by the dele-
gation, it would appear that expenditures might be reduced to a limited extent
but that in any event a deficit of $6,000,000 or $7,000,000 would probably still
remain.

4. Tue COMMITTEE, after considerable discussion, agreed that the sub-com-
mittee on Finance and Economic Policy should make a detailed appraisal of the
estimated revenues and expenditures submitted by the delegation and should
submit a complete report of its findings to the Cabinet Committee as soon as
possible.

It was also agreed that, if approved by the Cabinet Committee, this analysis
might then be submitted to the Newfoundland delegation. This procedure would
probably clear the way for discussion of possible additional sources of provincial
revenue but it was not felt that the Canadian government should take the initia-
tive in offering suggestions in this connection.

PauL PELLETIER
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753. DF/Vol. 783

Rapport sur une réunion conjointe du Comité du Cabinet sur Terre-Neuve
et le sous-comité sur les finances et la politique économique,
le Comité interministériel sur Terre-Neuve?

Report on Joint Meeting of Cabinet Committee on Newfoundland
and Sub-Committee on Finance and Economic Policy,
Interdepartmental Committee on Newfoundland+

SECRET Ottawa, October 21, 1948

Mr. Sharp explained the various matters covered in the *“Report of the Com-
mittee of Officials Established to Consider Forecasts of Revenues and Expendi-
tures.” He pointed out that there were three problems requiring decision by
Cabinet:

(1)  Whether the Canadian officials should make a complete appraisal of
probable provincial revenues and expenditures.

(2) What policy the Canadian Government should follow in discussing these
estimates with the Newfoundland delegation.

(3) Should the Newfoundland delegation be asked to submit estimates of
revenue from other additional sources not covered in their brief.

After some discussion it was decided that the Canadian officials should make a
complete appraisal of both provincial revenues and expenditures including rev-
enue from other additional sources. The report on this study should be made to
the Cabinet Committee by the middle of next week. Decisions on the other two
questions would be made after this study had been completed. The Canadian
replies to various financial questions raised by the Newfoundland delegation
should be given at one time in order to maintain a strong bargaining position.

754. R.A.M./Vol. 4

Extraits d'une lettre du chef, la direction du Commonwealth
britannique au haut commissaire par intérim a Terre-Neuve

Extracts from Letter from Head, British Commonwealth
Division, to Acting High Commissioner in Newfoundland

PERSONAL. SECRET. Ottawa, October 21, 1948
Dear Paul [Bridle],

A second plenary meeting# was held on Tuesday afternoon, when answers to a
number of minor questions, such as broadcasting, defence forces, enrichment of

42Cette réunion a eu lieu lors de la réunion du 42This meeting took place during the Cabinet
Comité du Cabinet le 20 octobre. Voir le docu- Committee meeting of October 20. See preced-
ment précédent. ing document.

43Enrealité, la troisieme. 43[n fact, the third.
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oleomargarine and flour with vitamins, etcetera, were given to the Newfoundland
delegation. They did not have an opportunity of seeing our answers in advance
and, consequently, there was little discussion thereon, but, on the whole, our
answers satisfied them and at least gave them the impression that we were pre-
pared to be conciliatory and as far as possible meet their special needs.

Mr. Claxton was in the chair and conducted the meeting in a most conciliatory
way. The request of the Newfoundland delegation that members of the Board of
Trade might meet officials of Trade and Commerce was voluntarily enlarged by
Mr. Howe, who said that he would be glad to meet them personally with his
officials. There was also some discussion, at the Newfoundland request, about a
party going down to investigate the position of small industries. Skelton’s division
in Trade and Commerce has given special consideration to this and they will meet
with Winter and members of the Board of Trade before going down. We shall
probably see to it that the public is informed that the visit is at the request of the
Newfoundland delegation. You will be advised about the visit.

Some progress has been made in the matter of procedure through a sub-com-
mittee, of which Walter Harris, Parliamentary Assistant to the Secretary of
State for External Affairs, is, in effect, chairman. The general trend of opinion
seems to be that the most satisfactory procedure would be to have an agreement
signed by members of the Cabinet Committee and the Newfoundland delegation,
approved on our side by statute, and on the side of Newfoundland by the Com-
mission of Government and a statute of the United Kingdom Parliament. Ratifi-
cation by the Canadian Parliament might be in the form of a statute or in the
form of a resolution to Parliament, requesting the United Kingdom to pass legis-
lation. The Newfoundlanders seem to be relatively happy about procedure along
this line.

Progress has also been made in the field of Fisheries. The Newfoundland
proposal was for the Dominion to permit the Board to operate for a period of
eight years and for Newfoundland to continue operation of bait depots and Fish-
eries Administration, subject to compensation by the Dominion. Our Depart-
ment of Fisheries is agreed to take over the bait depots and to continue the Board
for a period of two years, the Board to be a federal Board operating under the
Ministry of Fisheries. The Newfoundland delegation are reconsidering their
request for an eight-year period; possibly we can meet them somewhere in
between the eight and two years.

With respect to Veterans Affairs, the Newfoundland delegation asked that
representatives of GWV A4 be permitted to sit in with the Canadian Department
to reconsider the section on Veterans benefits. They also requested that New-
foundland veterans should be entitled to re-establishment grants on the same
basis as Canadian veterans. This was not included in the “Terms’ of last year,
but I think it is possible that the Veterans committee will recommend it. The
Department of Veterans Affairs has readily consented to representatives of the
Newfoundland GWVA sitting in and, indeed, is contemplating paying their

4Great War Veterans Association.
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expenses. 1 gather that representatives of the Canadian GWVA and Canadian
Legion are also sitting in. So, on the whole, it seems to be a rather happy family
party.

There still remains a great gap in Finances, and unless something is done to fill
it in part or enable Newfoundland as a province to fill it, there is, I think, grave
doubt whether the majority of the Newfoundland delegation will sign the
“Terms.” Although our friend W. C. Clark may put up a pretty stiff fight, I sense
some disposition at the top to improve the terms, at least a little. | have made the
suggestion at the official level that Newfoundland be empowered to levy a sales
tax at other than retail levels for an interim period. This would greatly facilitate
the collection of revenue.

Yours sincerely,

R. A. MacKay
755. R.AM./Vol. 3
Procés-verbal d’'une réunion du Comité du Cabinet sur Terre-Neuve
Minutes of a Meeting of the Cabinet Committee on Newfoundland
SECRET

A meeting of the Cabinet Committee on Newfoundland was held in the Privy
Council Chamber on Tuesday, October 26th, 1948, at 4.30 p.m.

PRESENT:4S

ALSQ PRESENT:

The Parliamentary Assistant to the Secretary of State
for External Affairs, (Mr. Harris),

The Canadian High Commissioner in Newfoundland, (Mr.
Burchell),

Mr. R.A. MacKay. Department of External Affairs.
Chairman,

Interdepartmental Steering Committee,

Mr. C. Stein, Department of Justice,

Mr. E.A. Dricdger, Department of Justice

43Pearson était absent. En effet, il avait ét¢ ab- 45Pearson was absent. In fact, he was not present

sent lors des autres réunions a cause de la cam-
pagne électorale en vue de |'élection compiémen-
taire du 25 octobre. Une fois €lu, il s’est rendu a
Paris afin de participer a la session de I'Assem-
blée générale des Nations Unies et na donc pas
participé aux réunions subséquentes.

at any of the meetings because of the election
campaign for the October 25 by-election. Once
elected, he left for Paris in order to attend the
session of the General Assembly of the United
Nations and he therefore did not participate in
the remaining meetings.
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1. ORGANIZATION OF PREPARATORY WORK IN
NEWFOUNDLAND

1. THE CHAIRMAN OF THE INTERDEPARTMENTAL STEERING COMMITTEE
pointed out that certain departments or agencies would find it necessary to estab-
lish staffs and offices in Newfoundland at an early date if they were to commence
opcrations promptly after the effective date of union.

The Family Allowance Division of the Department of National Health and
Welfare was a good example, since registration of children would be required
well in advance of union.

The Steering Committee had felt that it might be undesirable to establish
permanent staffs or offices in Newfoundland until a reasonable certainty existed
that the present negotiations with the Newfoundland delegation would be suc-
cessfully completed. Accordingly it was suggested:

(1) that departments or agencies which found it necessary to establish offices
or staffs in Newfoundland before union should be authorized to make the neces-
sary plans for this establishment and that departments or agencies wishing to
train staffs taken over be authorized to proceed with plans for this training; but

(2) that the actual establishment of offices, staffs or training of personnel in
this connection should not be initiated until present negotiations had proceeded
somewhat farther and authorization had been granted by the Chairman of the
Cabinet Committee. 4

(External AfTairs memorandum, undated).

2. THe COMMITTEE, after discussion, approved the proposals submitted by the
Chairman of the Steering Committee.

I1. REPORT OF LEGAL SUB-COMMITTEE

3. Mur. STEIN submitted a report on certain matters raised by the Newfound-
land brief and referred for consideration by the Interdepartmental Sub-Commit-
tee on Law and Procedure.¥?

Copies of this report were circulated.
(Report of Sub-Committee, undated).
4. Tue COMMITTEE, after discussion:

(a) agreed on the nature of the reply to be given to the Newfoundland dele-
gation on the following subjects dealt with in the Sub-Committee report:

(1) Item 11l — Constitutional and legal matters;
(2) ltem 1V — Labrador boundary;

(3) ltem XVI — Superior and county courts;
(4) ltem XXI1V — Education;

*Voirledocument 1091. +6See Document 1091.
+"Comparez avec le paragraphe 5(b) du docu- *7Compare with paragraph 5(b) of Document
ment 745 et le paragraphe 6 du document 757. 745 and paragraph 6 of Document 757.
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and, (b) agreed that the remaining matters dealt with in the Sub-Commitiee
report be considered further at a meeting to be held at 3:00 p.m. the following
day.

J.R.BaLpwiIN

[PIECE JOINTE/ENCLOSURE]

R.AM./Vol. 2

Extraits d’un rapport du sous-comité sur la loi et la procédure,
le Comité interministériel sur Terre-Neuve

Extracts from Report by Sub-Commiittee on Law and Procedure,
Interdepartmental Committee on Newfoundland

SECRET

REPORT OF SUB-COMMITTEE ON LAW AND PROCEDURE
ON ITEMS 111, 1V, XVI, XXIV, XXVI, XXVII, XXXI,
XXXII AND XXXVI OF THE MEMORANDUM DATED
OCTOBER, 1948, AND SUBMITTED BY THE
NEWFOUNDLAND DELEGATION

ITEM 111
CONSTITUTIONAL AND LEGAL MATTERS
1. Instruments of Union

The procedure proposed by the Newfoundland delegation for effecting Union
is as follows:

That the proposed Terms of Union as settled at the present conference by the
Canadian Cabinet Committee and the Newfoundland delegation be submitted to
the Government of Canada and, if acceptable, to be confirmed by an Act of the
Parliament of Canada; that the proposed Terms be reported, with recommenda-
tion for adoption by the Newfoundland delegation to the Governor in Commis-
sion, which will approve and report the same to the United Kingdom Government
as the terms acceptable to the delegation and will recommend that they be
brought into effect by a United Kingdom statute (e.g., British North America
Act, 1948) which shall also enact provisions for the interim government of New-
foundland until the holding of the first assembly; the instrument to contain pro-
vision for the continuance of all Newfoundland laws, commissions, etc.. until
amended or repealed by the appropriate authority. Subject to Cabinet approval
of the policy, this proposal is acceptable to the Sub-Committee.

2. Continuationof Laws

The Sub-Committee has agreed on the following clauses for insertion in the
Terms of Union:

“(1) Except as otherwise provided by this Agreement, all laws and all orders
and regulations made thereunder in force in Newfoundland at the date of Union
shall continue therein as if the Union had not been made, subject nevertheless to
be repealed, revoked or amended by the Parliament of Canada or by the Legisla-
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ture of Newfoundland according to the authority of the Parliament or of the
Legislature under the British North America Acts, 1867 and 1946.

(2) Actsof the Parliament of Canada in force at the date of Union shall come
into force in Newfoundland only on a day or days to be fixed by proclamation of
the Governor General in Council issued from time to time, and any such procla-
mation may provide for the repeal in whole or in part of any of the laws of
Newfoundland that could be repealed by the Parliament of Canada under sub-
clause one of this clause.

(3) Notwithstanding anything in this Agreement, the Parliament of Canada
may with the consent of the Legislature of Newfoundland repeal any law in force
in Newfoundland at the date of Union.

(4) Except as otherwise provided by this Agreement, all courts of civil and
criminal jurisdiction and all legal commissions, powers, authorities and func-
tions, and all officers and functionaries, judicial, administrative and ministerial,
existing in Newfoundland at the date of Union, shall continue in Newfoundland,
as if the Union had not been made, until altered, abolished, revoked, terminated
or dismissed by the appropriate authority under the British North America Acts,
1867 to 1946.”

The Newfoundland delegation suggests that by some written instrument out-
side the Terms of Union the Government of Canada should give some assurance
that they will consult with the Government of the Province of Newfoundland
before any federal Acts are brought into force in Newfoundland by proclamation
and before any of the laws of Newfoundland are repealed by proclamation, and
that this instrument should outline the procedure to be followed in effecting such
consultation. The delegation does not suggest that there should necessarily be
agreement between the two governments before laws are introduced or repealed
by proclamation.

3. Provincial Constitution

This is dealt with specially under Item XXVII of the Newfoundland Dele-
gation Memorandum.

ITEM IV
LABRADOR BOUNDARY

The Sub-Committee has agreed on the following definition of the boundary of
the new province, to be inserted in the Terms of Union, namely

“The province of Newfoundland shall have the same limits as at the date of
Union, that is to say, the island of Newfoundland and the islands adjacent
thereto, and the Coast of Labrador from a line drawn due North from the eastern
boundary of the bay or harbour of Anse Sablon as far as the Fifty-second Degree
of North Latitude, and from thence westward along that parallel until it reaches
the Romaine River and then northward along the left or east bank of that river
and its headwaters to their source and from thence due north to the crest of the
watershed or height of land there and from thence westward and northward
along the crest of the watershed of the rivers flowing into the Atlantic Ocean until
it reaches Cape Chidley, and all the islands adjacent to that part of the said Coast
of Labrador.”
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ITEM XXIV
EDUCATION

The proposed clause, which modifies section 93 of the B.N.A. Act, was ap-
proved in principle, subject to minor drafting alterations to be suggested later by
the Newfoundland delegation.

ITEM XXVI
OLEOMARGARINE

The Sub-Committee has agreed on the following clause for insertion in the
Terms of Union, namely

“Oleomargarine and other substitutes for butter may be manufactured and
sold in Newfoundland after the Union unless prohibited or restricted by the
Parliament of Canada at the request of the Legislature of Newfoundland, but
nothing in this clause shall affect any power of the Parliament of Canada to
regulate or prohibit the interprovincial movement of oleomargarine or any other
substitute for butter.”

The Deputy Minister of Justice suggests an alternative as follows:

“Oleomargarine or margarine may be manufactured and sold in Newfound-
land after the Union and Parliament shall not prohibit or restrict such manufac-
ture or sale except at the request of the Legislature of Newfoundland, but noth-
ing in this clause shall affect any power of Parliament to regulate or prohibit the
interprovincial movement of oleomargarine or margarine or to require compli-
ance with standards of quality applicable throughout Canada.”

ITEM XXVII
PROVINCIAL CONSTITUTION
The views of the Newfoundland delegation are as follows:

“The Terms of Union to provide (and where necessary the U.K. statute of
Union to enact):

(a) That the Governor General shall appoint a Lieutenant-Governor for the

Province of Newfoundland to hold office from the date of Union with power to
appoint the Executive Council.

(b) That the constitution of the Executive Authority and of the Legislature of
Newfoundland as same existed prior to the Newfoundland Act of 1933, shall be
revived and have full effect at the date of Union, except as to the Legislative
Council, and to continue.

(¢) The Lieutenant-Governor shall be deemed to continue to have and enjoy
all prerogative powers, functions, authorities and privileges vested in the Gover-
nor of Newfoundland prior to the Act of 1933 and within the provincial sphere.

(d) All legislation in force in Newfoundland prior to the Act of 1933 and
pertaining to the House of Assembly and the qualifications and election of mem-
bers thereto etc., shall apply to the election of members to the Assembly as from
the date of Union and until otherwise provided by the Legislature of Newfound-
land; provided that the franchise shall be extended to include women between the
ages of 21 and 25 years, and provided that the residents of the Coast of Labrador
having the qualifications required of residents of the Island shall be entitled to
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vote in the election for one member of the House of Assembly. The above to
include specific reference to the particular statutes concerned.

(e) The Lieutenant-Governor-in-Council to be authorized to conduct the ex-
ecutive government of the Province pending the meeting of the first House of
Assembly, and to have power to make laws until otherwise provided by the
Legislature, including,

1. Tomake new laws or to amend any existing laws pertaining to the House of
Assembly and the qualifications and election of members thereto, etc., and which
are necessary to provide for the first meeting of the Legislature.

2. To vote supply for the public purposes of the Province until specific pro-
vision therefor has been made by the Legislature.”

These views are acceptable to the Sub-Committee and it was agreed that the
drafting of the clauses necessary to give effect to these proposals be deferred until
approval of the policy. Particular attention is drawn to the question of the extent
of the interim legislative power of the executive.

756. R.AM./Vol. 3
Procés-verbal d’une réunion du Comité du Cabinet sur Terre-Neuvess
Minutes of a Meeting of the Cabinet Committee on Newfoundland+

SECRET

A meeting of the Cabinet Committee on Newfoundland was held in Room
401, House of Commons, at 3 p.m., Wednesday, October 27th, 1948.

PRESENT:49

ALSO PRESENT!:

Mr. W.E. Harris, Parliamentary Assistant to the Secretary of
State for External Affairs,

Mr. C.J. Burchell, Canadian High Commissioner in
Newfoundland,

Mr. F.P. Varcoe, Deputy Minister of Justice,

Mr. R.A. MacKay, Department of External Affairs,
Mr. E.R. Hopkins, Department of External Affairs,
Mr. C. Stein, Department of Justice,

Mr. E.A. Driedger, Department of Justice.

48Le Comité du Cabinet s’est réuni juste avant 48The Cabinet Committee met just before meet-
une réunion avec la délégation de Terre-Neuve.  ing the Delegation of Newfoundland. See follow-
Voir le document suivant. ing document.

49Abbott et Gregg étaient absents. 49Abbott and Gregg were absent.
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I. REPORT OF LEGAL SUB-COMMITTEE

1. THE AcTING PrRIME MINISTER suggested that consideration be given to
those items of the report of the Legal sub-committee which had not been dealt
with at the meeting on the previous day.

(Report of the sub-committee on Law and Procedure undated).

2. TuHe COMMITTEE, after discussion, agreed on the nature of the reply to be
given to the Newfoundland delegation on the following matters dealt with in the
Legal sub-committee’s report:

Item XX VI — Oleomargarine
Item XXVII — Provincial Constitution

[tem XXXIII — Contractual Provisions for Employment of Newfoundland
Workmen

[tem XXXVI — Trade Marks and Patents — Newfoundland Companies
1I. MISCELLANEOUS REPORTS ON NEWFOUNDLAND BRIEF

3. Tue COMMITTEE also agreed that reports submitted by the Department of
External Affairs and the sub-committee on Transportation and Communications
on the questions set out hereunder should be given to the Newfoundland
delegation:

Item XVII — Public Harbours
Item XXXII — Canada Shipping Act

(Reports, undated, from the sub-committee on Transportation and
Communications).

Item XLI — Passports

(Letter, October 21st, 1948, from the Acting Under-Secretary of State for
External Affairs)."

J.R. BALDWIN

757. B.C./Vol. 119

Procés-verbal d'une réunion entre le Comité du Cabinet
et la délégation de Terre-Neuve

Minutes of a Meeting between Cabinet Committee
and Delegation of Newfoundland

SECRET
MINUTES OF A MEETING OF THE CABINET COMMITTEE
AND THE NEWFOUNDLAND DELEGATION HELD IN ROOM
16, PARLIAMENT BUILDINGS, ON WEDNESDAY,
OCTOBER 27TH, 1948, AT 3.00 P.M.
PRESENT:50

50Abbott était absent. 50Abbott was absent.
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ALSO PRESENT:

Mr. C.J. Burchell, Canadian High Commissioner in
Newfoundland,

Mr. W.E. Harnis, Parliamentary Assistant to the Secretary of
State for External Affairs,

Mr. F.P. Varcoe, Deputy Minister of Justice,
Mr. R.A. MacKay, Dept. of External Affairs
Mr. E.R. Hopkins, Dept. of External Affairs
Mr. M.W. Sharp, Dept. of Finance

Mr. A.B. Hockin, Dept. of Finance

Mr. C. Stein, Dept. of Justice

Mr. E.A. Driedger, Dept. of Justice

Dean V. MacDonald

Mr. W.M. Marshali, Secretary for Finance,
Mr. H.G. Puddester, Secretary for Justice,
Mr. J.C. Thompson,

Mr. G.W.D. Allen, Assessor of Taxes,

Mr. J.G. Howell, Secretary for Customs.

I. BROADCASTING

1. THE AcTING PRIME MINISTER, referring to a question raised by the Chair-
man of the Newfoundland delegation at the meeting of October 19th, reported
that the Canadian Broadcasting Corporation normally made no charge for time
allotted in connection with educational and informative programmes arranged on
behalf of provincial governments.

(Secretary’s Memorandum, October 25th)."
2. THE MEETING noted this report.

I1. SUBMISSION OF FURTHER GENERAL STATEMENTS;
HARBOURS, SHIPPING, PASSPORTS

3. THE AcCTING PRIME MINISTER stated that certain additional statements on
questions contained in the Newfoundland brief had been prepared and were
ready for circulation. These covered:

Item XV1I — Public harbours,

Item XXXII — Canada Shipping Act,

Item XLI— Passports.

Copies of these statements were circulated at the meeting.’

4. MR. ST. LAURENT, referring to passports, pointed out that the fee for
renewal of a Canadian passport was less than the fee for original issuance; proba-
bly arrangements could be made that any resident of Newfoundland, after Con-
federation, holding a passport which would otherwise have been renewable, could
obtain a Canadian passport on payment merely of the Canadian renewal fee.

5. THE MEETING noted the statements submitted for consideration by the
Newfoundland delegation.
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III. REPORT OF LEGAL SUB-COMMITTEE

6. THE ACTING PRIME MINISTER pointed out that a number of matters raised
in the Newfoundland brief had been referred for consideration to a Sub-Commit-
tee on Legal procedure.

The Canadian members of this sub-committee had reported to the Cabinet
Committee which was now in a position to submit statements in writing and
orally, on the various points referred to the sub-committee.

Written statements had been prepared on the following items from the New-
foundland brief.’

Item I11 — Constitutional and Legal Matters
(1) Instruments of Union (2) Continuation of Laws.
Item XV1-— Superior and County Courts
Item XXIV — Education
Copies of these reports were circulated.

7. MR. ST. LAURENT, referring to the statement on continuation of laws,
pointed out that a suggestion had been made regarding a formal commitment for
consultation between the federal and provincial governments in regard to the
bringing into force of any federal statutes by the federal government.

A written guarantee of this sort presented very serious difficulties both as
regards precedent and the problems of administration which would be raised
thereby. The federal government would, however, be quite willing to consult with
the appropriate Newfoundland authorities with regard to the timing of the appli-
cation of federal statutes or the timing of the withdrawal of provincial statutes,
where the provincial authorities felt that serious problems were involved requir-
ing consultation with the federal authorities. This could be a matter for specific
discussion between the appropriate representatives of the two governments from
time to time, starting immediately, without any written statement being
required.

8. THE MEETING noted the statements submitted and the comments thereon
for consideration by the Newfoundland delegation.

Item IV — Labrador boundary

9. THE ACTING PRIME MINISTER, referring to the proposal in the Newfound-
land brief regarding the Labrador boundary, stated that while the Government
of Canada would certainly not be disposed to dispute the existing boundaries and
would take them as they are, any reference to boundaries in the terms of union
should be along the lines of the reference in Clause 2 of the Proposed Arrange-
ments of October 29th, 1947, rather than a specific and detailed description of
the boundary.

Item XXVI — Oleomargarine

10. MR. ST. LAURENT, commenting upon the proposal in the Newfoundland
brief relating to oleomargarine, stated that the federal government would wish to
satisfy the intent underlying the Newfoundland proposal, namely that New-
foundland would receive the full benefit of any changes which might occur in
other provinces in this matter.
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The manner in which this position could best be expressed in the terms of union
was a matter requiring further consideration.

Item XXVI1I — Provincial Constitution

1f. MR. ST. LAURENT, referring to the section in the Newfoundland brief
dealing with a provincial constitution, pointed out that the Canadian members of
the sub-committee had reported on the type of organization which apparently the
Newfoundland representatives had in mind in this connection; this raised certain
questions relating to the powers to be exercised by the provincial Lieutenant-
Governor or Executive in the period between the date of union and the first
meeting of a provincial legislature.

12. THE CHAIRMAN OF THE NEWFOUNDLAND DELEGATION explained that it
would be necessary for the Lieutenant-Governor during such a period to be in a
position to vote supply and make such adaptation of existing laws and practices
as might be necessary for the carrying on of public business during that period.

In the light of the Acting Prime Minister’s comments, however, the position
with regard to arrangements during this interim period would be further re-
viewed with a view to finding a formula which would reduce any possibility of
public criticism to a minimum, yet provide the basic machinery necessary for
administration during that period.

Item XXXIIT — Contractual provisions for
employment of Newfoundland Workmen

13. MRr. ST. LAURENT, referring to the request of the Newfoundland dele-
gation for some assurances regarding the protection of existing contractual pro-
visions for employment of Newfoundland workmen, pointed out that while the
federal government might be relied on to do its best to satisfy the wishes of
Newfoundland in this matter, the government did not have jurisdiction in this
matter over private industry and in any case would find it difficult to offer any
written guarantee of the sort suggested. It might be assumed, however, that
federal authority would not be exercised in a fashion designed to interfere with
arrangements regarding employment which might exist at the time of union
between the government of Newfoundland and private companies.

Consideration might be given to a statement either in the terms of union or
supplementary to it, that union would not relieve any person having a concession
from the Government of Newfoundland from any obligation assumed in connec-
tion with this concession.

14. THE MINISTER OF NATIONAL DEFENCE pointed out that the Canadian
government would not be disposed to interfere with any arrangements already
made in this connection in relation to Goose Bay or other Canadian defence
installations.

Item XXXVI — Trademarks and Patents

15. MR. ST. LAURENT reported that a statement had been prepared on trade-
marks and patents.” Copies of this statement would be circulated with the
minutes.

The arrangements proposed in regard to trademarks and patents would apply
in the case of pending applications as well.
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Private Companies

16. MR. ST. LAURENT drew attention to the fact that the Legal Sub-Commit-
tee had discussed certain matters relating to the status of companies in New-
foundland and the proposal that a statement be included in the terms of union
authorizing Newfoundland companies to exercise present powers for a transi-
tional period, notwithstanding any federal statutes. In fact it did not appear that
such a clause would be necessary in the terms of union since the powers of
companies presently operating in Newfoundland would not be interfered with.

Citizenship

17. MRr. MacDoNALD stated that provision should be made that residents of
Newfoundland, prior to union, would be considered as residents of Canada for
the purpose of Canadian laws relating to naturalization and citizenship.

18. MR. ST. LAURENT reported that such would be the intention of the Cana-
dian government.

19. THE MEETING, after discussion, noted the reports submitted and comments
thereon, for consideration by the Newfoundland delegation.

J. R. BALDWIN

758. PCO-CRF
Mémorandum du secrétaire, le Comité du Cabinet sur Terre-Neuve
Memorandum by Secretary, Cabinet Committee on Newfoundland

SECRET Ottawa, October 29, 1948

The following information which may have some bearing on the Cabinet Com-

mittee discussions this morning has been gathered from sources in and close to
the Newfoundland delegation.

Four members of the delegation are sincerely desirous of reaching an agree-
ment. One member, Mr. Crosbie, has paid lip-service to the idea of cooperation
now that the referendum is over, but in reality is stated to be holding back and
looking for reasons to claim that his pre-referendum attitude against confedera-
tion was justified. There is real fear that if some reasonable and fairly generous
arrangement regarding the financial problem cannot be made, Mr. Crosbie will
refuse to sign and two other members of the delegation, Mr. Gruchy and Mr.
Winter, might well, because of his strong attitude of opposition, refrain from
signature as well. This would create an awkward situation with only four mem-
bers of the Newfoundland delegation willing to sign — a situation which in fact
they have not thought out, so anxious are they to avoid it.

In addition it was suggested that even though Mr. Crosbie agreed to sign, or
should arrangements for union go ahead without his signature, he is planning to
come out as the leader of an opposition political party in Newfoundland which
would be opposed to the present federal government and would find outlet for
anti-confederate feelings by taking a strong “provincialism” stand. It was sug-
gested that even though the present meetings in Ottawa are being held in camera,
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it is possible that statements made by Canadian ministers in these meetings
might be used in public in Newfoundland politics at a later date by Mr. Crosbie.

One point which was mentioned particularly was the question of property taxes
which may come up in discussions of the provincial budget. This was mentioned
as an example of a “type” and also as the specific problem likely to cause the most
political difficulty within Newfoundland unless properly handled.

Pro-confederate members of the delegation are reportedly quite aware of the
fact that a provincial government cannot function effectively unless in due course
property taxes and municipal organization are extended in Newfoundland — in
fact sooner rather than later. On the other hand, they emphasize that it would be
political suicide to attempt to introduce such taxes immediately after confedera-
tion and suggest that a period of at least a couple of years must elapse before
starting to move in this direction; otherwise all the latent suspicions of the sub-
stantial group dubious about confederation would be justified and this issue
would be a strong weapon in the hands of the “opposition.” In fact it was sug-
gested that just as the federal government officials have on a number of occasions,
in reply to requests from the delegation, pointed out that the good faith and good
judgment of the federal government should be relied on without seeking numer-
ous written assurances of a type difficult to give, so the good faith and good
judgment of those wishing to bring Newfoundland into confederation in matters
of this sort should be accepted; a formal suggestion from a Canadian Cabinet
Minister that property taxes should be imposed would not increase the likelihood
of it being imposed (since in the minds of those members of the delegation they
represent an accepted fact) but would merely throw ammunition to the
opposition.

Admittedly much of this line of argument was political but without comment-
ing on its factual accuracy or its merit I felt that it should be drawn to your
attention.

J.R. BALDWIN

759. DF/Vol. 783

Extraits d'un mémorandum du directeur, la direction de la politique
économique, le ministére des Finances, au sous-ministre des Finances

Extracts from Memorandum by Director, Economic Policy Division,
Department of Finance, to Deputy Minister of Finance

Ottawa, October 29, 1948

RE: NEWFOUNDLAND

1. As soon as possible I would like to discuss with you and with other senior
officers of the Department a number of important questions of financial policy
affecting union with Newfoundland. These are by no means all the questions with
financial implications raised by the Newfoundland delegation, but most of the
other questions can probably be settled by applying to Newfoundland the same
general principles as are applied in other parts of Canada.
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2. The main questions that I wish to bring to your attention are as follows:
I. THE PROSPECTIVE DEFICIT IN THE PROVINCIAL BUDGET

As you will see from the attached report (Document 16), the figures submitted
by the Newfoundland delegation indicate an annual deficit in the neighbourhood
of $10 millions. At my suggestion the Cabinet Committee has taken the line that
the level of provincial expenditure and revenue is a matter of provincial concern
and the report, to which I have referred, was prepared with this in mind. It will be
up to the Newfoundland delegation to bring forward a specific program for
meeting the deficit which, I am sure, will include requests for further assistance
from the Dominion Government.

When all the water has been taken out of the projected provincial expenditure
and when other adjustments have been made, e.g. in the level of payments under
the taxation agreement, a large prospective deficit will still remain. It would be
perfectly reasonable if Newfoundland had to draw on her surplus to meet capital
expenditures but the surplus would soon be exhausted if it had also to be used to
meet a deficit on current account of the magnitude indicated by the Newfound-
land estimates.

The sine qua non of a successful union and a solvent province is the application
by Newfoundland of appropriate local taxes either directly or through subsidiary
municipal bodies. The comparison that stands out most clearly in the tables of
provincial and municipal revenues and expenditures (see Annex 11," Document
16 attached) is that between combined revenues raised locally in Newfoundland
and in other Maritime Provinces. According to the figures laid before us, New-
foundland proposes to raise less than $13 per capita locally against $50 per capita
in New Brunswick, $49 in Nova Scotia and nearly $29 in Prince Edward Island.

I do not think the Newfoundlanders are averse to some additional local taxes,
but they have two handicaps to overcome: first, there is strong opposition to real
property taxes of the kind imposed by municipalities in Canada; second, under
the circumstances of a scattered population living along an extended coastline, a
retail sales tax is extremely difficult to collect. Personally, I do not think that
Newfoundland can develop local sources of revenue sufficiently quickly to avoid a
fairly substantial deficit in the early years of union unless they proceed to reduce
the standard of services now in existence for such things as health, education, etc.

At this stage | would not say that it would be desirable to offer to increase the
scale of transitional grants. Too much temporary assistance would probably
result in a postponement of necessary provincial action to balance the budget, but
we will undoubtedly be asked to do something like this and if we do not accede the
negotiations may break down.

Il. NEWFOUNDLAND SURPLUS

Attached is a report’ of my Sub-Committee on the question of repatriation of
the blocked sterling accumulated over the past year or so. Personally, | think that
we should take over the sterling in exchange for Canadian dollars. In my opinion
no other course is consistent with the proposed arrangements for union.

Two other questions will arise in connection with the surplus: first, is the right
of Newfoundland to taxes in respect of the period since January 1, 1948. 1 discuss
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this further below. The other question is one of policy affecting the transfer of
certain assets which Canada will take over at the union. Newfoundland contends,
and I think rightly, that liquid assets, such as cash and inventories in the hands of
various agencies taken over by Canada at time of union, such as the railway
companies, should be refunded to Newfoundland. If we do not agree, Newfound-
land of course might feel impelled to recall cash advances and to run down
inventories to a minimum.

[V. NEWFOUNDLAND DEBT

In order to obtain better financial terms Newfoundland has proposed that
Canada or Canada and Newfoundland jointly should approach the U.K. on the
question of the sterling debt of which the U.K. is a guarantor. Newfoundland
thinks that if the right approach is made the U.K., in order to give union a good
start and in consideration of being relieved of the guarantee, will be willing to
take over a substantial share of the debt. If she does so, Canada could, it is
argued, improve the proposed terms without additional cost since Canada has
already offered to take over the whole of the outstanding sterling debt.

When this proposal was made, Mr. Abbott said that he would like to give it
some thought, and he told me privately that he did not think we should do any-
thing until the financial outlook for the new province was clearer.s!

M. W. SHARP

[PIECE JOINTE/ENCLOSURE]
R.A.M./Vol.2

Rapport du sous-comité sur les finances et la politique
économique, le Comité interministériel sur Terre-Neuve

Report by Sub-Committee on Finance and Economic Policy,
Interdepartmental Committee on Newfoundland

SECRET Ottawa, October 26, 1948

DOCUMENT 16
RE: FORECAST OF PROVINCIAL REVENUE AND EXPENDITURE

1. At your request we have examined the forecasts of revenue and expenditure
of the Newfoundland provincial government submitted by the Newfoundland
delegation. In this examination we were greatly assisted by the financial advisers

5iLes autres questions dont traitait ce mémo- 5!The other questions dealt with in this memo-
randum étaient la réduction de 'imposition dou-  randum were relief of double taxation for New-
ble pour les contribuables de Terre-Neuve, la  foundland taxpayers, Turnover tax, Statutory
taxe sur la marchandise, les exemptions par rap-  Tax exemptions, sales of fish in Europe and
port a la taxe statutaire, les ventes de poisson en  Pensions.
Europe et les pensions.
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to the delegation, Messrs. Thompson and Marshall, who provided us with a
detailed explanation of the methods used in preparing the forecasts.

2. In general these forecasts were prepared by excluding from the Newfound-
land estimates for the fiscal year 1948-49 those items of revenue which will not be
available to the provincial government after Confederation either constitution-
ally or under a taxation agreement, and those items of expenditure which will
either be assumed by the federal government or will disappear as a result of
Confederation. To the provincial sources of revenue have, of course, been added
the payments accruing to the province from the federal government in accord-
ance with the terms of union and under a taxation agreement.

3.  While this was the general method used in preparing the forecasts, a num-
ber of adjustments were made on the expenditure side as a result of developments
since the 1948-49 estimates were approved and, on the side of revenue, the dele-
gation has included a provincial gasoline tax at the rate of 15 cents per gallon and
additional revenue resulting from an increase of 50 cents per bottle of hard
liquor.

4. It may be said therefore that the forecasts submitted are designed to repre-
sent the position that would emerge:

(a) if the Newfoundland provincial government carried through the plans of
its predecessor (projected over six years) except in fields which, in the opinion of
the delegation, will become the direct responsibility of the federal government (or
which become redundant); and

(b) without new provincial sources of revenue other than those mentioned.

5. Briefly, the forecasts indicate a deficit over the six fiscal years beginning
with 1949-50 of some $60,000,000 on current and capital account, or an annual
deficit in the neighborhood of $10,000,000. Expenditures are indicated as rising
fairly steadily between 1949-50 and 1953-54 and as stabilizing in 1954-55. The
increase in annual expenditures between the first and sixth years is indicated as
about $2,900,000. Annual revenues from provincial sources show a much smaller
increase of only about $250,000 in the same period. Since the federal transitional
grant declines after the third year, total provincial revenues are indicated to be
smaller in 1954-55 than in 1950-51.

6. Our report is factual, i.e., we avoid expressions of opinion as to whether the
forecast levels of revenues and expenditures are either excessive or inadequate.
Indeed, it would be impossible to criticize particular items on either side of the
accounts without more knowledge than we now possess as to local needs and
circumstances and without infringing upon matters that are essentially of provin-
cial concern.

7. The facts are set forth in four annexes’ attached as follows:

1. A list of items included in the forecast of expenditures which deserve
Sfurther consideration on the grounds that they may not take full account of the
effects of Confederation.

This list is not submitted in criticism of the Newfoundland forecasts. Rather it
includes items which the Newfoundland delegation may have overlooked in as-
sessing the effects of Confederation on the provincial budget and which they may
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wish to reconsider or which may be affected by decisions regarding the allocation
of responsibilities between the two levels of government.

Our general conclusion, in this respect, is that the forecast level of expendi-
tures would appear to be subject to a significant downward adjustment.

2. A comparison of forecast expenditures and revenues of the Newfoundland
provincial government (including the City of St. John'’s and other Newfound-
land municipalities) with similar expenditures and revenues of provincial and
municipal governments in the Maritime Provinces.

These comparisons may assist the Newfoundland delegation to form some
judgment as to the reasonableness and adequacy of their forecasts and as to the
possibilities of reducing the apparent deficit.

The comparisons show;

(1) A projected level of expenditures in Newfoundland on a per capita basis
far in excess of that in the Maritimes for such services as:

{a) health and hospital care,

(b) relief,

(c) fisheries,

(d) police services,

(e) other miscellaneous services.

(2) A projected level of revenues on a per capita basis from sources within
Newfoundland less than a quarter of the combined revenues of provincial and
municipal governments either in Nova Scotia or New Brunswick and less than a
half of these in Prince Edward Island.

3. A recalculation of probable payments to Newfoundland under the tax
rental agreement in the light of recent estimates of the GNP.

This recalculation indicates that revenues from this source may be understated
by around a million dollars per year in the early years of union and by less definite
amounts in later years.

4. A division of forecast total expenditure between ordinary and capital
accounts.

The forecasts are summarized in this way to indicate the extent to which
possible annual deficits may be accounted for by capital expenditure items which
need not necessarily be financed out of current revenues. Over the six fiscal years
1949-50 to 1954-55, capital expenditures are forecast at approximately $15,-
000,000, out of a forecast total deficit over the same period of $60,000,000.

This is a preliminary report. Because of uncertainty as to the policy to be
followed with respect to a number of important items in the surplus account, we
are deferring our comments on this account until later.

760. R.A.M./Vol. 3
Procés-verbal d’une réunion du Comité du Cabinet sur Terre-Neuve
Minutes of a Meeting of the Cabinet Committee on Newfoundland
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SECRET

A meeting of the Cabinet Committee on Newfoundland was held in the Privy
Council Chamber on Friday, October 29th, 1948, at 11 a.m.

PRESENT:52

ALSO PRESENT:
Mr. J.E. Coyne, Bank of Canada,
Mr. J. Howes, Bank of Canada,
Mr. B.G. Mclintyre, Comptroller of the Treasury,
Mr. R.A. MacKay, Department of External Affairs,
Mr. M.W_ Sharp, Department of Finance,
Mr. A.B. Hockin, Department of Finance,

Mr. W.B. Stuart, Department of National Revenue (Customs
and Excise),

Mr. P.L. Young, Department of National Revenue (Customs
and Excise),

Mr. C.H. Cotter, Department of National Revenue
(Taxation),

Mr. J.G. McEntyre, Department of National Revenue
(Taxation),

Mr. Alex Skelton, Department of Trade and Commerce,
Dr. C.M. Isbister, Department of Trade and Commerce.

1. PROCEDURE TO EFFECT UNION

1. THE ACTING PRIME MINISTER, referring to discussion at the meeting on
October 27th, with regard to procedure for the entry of Newfoundland into

Confederation, suggested that the High Commissioner at Ottawa should be noti-
fied of the lines of discussion.

It had also been suggested from U.K. sources that a U.K. law officer might be
attached to the United Kingdom High Commissioner’s Office to assist in the
drafting of the instrument of union.s2

Mr. Walsh had indicated that the Newfoundland delegation would have no
objection to this step.

(Memorandum, October 29th, 1948, from the Secretary of State for External
AfTairs).f ‘
2. Tue CoMmMITTEE noted with approval the proposals set forth by the Acting
Prime Minister.
II. REPORT ON NEWFOUNDLAND
REVENUES AND EXPENDITURES
3. THE AcTING PrRIME MINISTER stated that, in accordance with the Cabinet
Committee’s decision of October 20th, the sub-committee on Finance and Eco-
nomic Policy had now submitted a report on the forecast of provincial revenues

S2Howe était absent. 52Howe was absent.
52aVoir la partie 2, section A de ce chapitre. 52aSee Part 2, Section A of this chapter.
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and expenditures submitted by the Newfoundland delegation (Item 1 of the
Newfoundland brief).

This report was a factual appraisal of the figures submitted by the Newfound-
land delegation without any expression of opinion. Appended to the report were
several schedules establishing a comparison between the revenue and expendi-
ture figures and those obtaining in the Maritime Provinces.

It was suggested that this report be submitted to the Newfoundland delegation
for study.

(Report of the sub-committee on Finance and Economic Policy, Document
No. 16, October 26, 1948).

4. Tue COMMITTEE, after considerable discussion, agreed that the report be
submitted to the Newfoundland delegation forthwith.
I11. MISCELLANEOUS FINANCIAL REPORTS
5. THe AcTING PRIME MINISTER said that the sub-committee on Finance and
Economic Policy had also submitted reports on various other items of the New-
foundland brief referred to the sub-committee for study and report.

The questions dealt with in the report were the following:

Item XIX — Repatriation of Sterling Surplus

Item XX — Income Taxes, Corporation Taxes and Succession Duties

Item XX1X — Newfoundland Government Savings Bank

Item XXX1 — Clarification of Government Contracts (ii) Imports

Item XXXIV — Loss of Revenue

Item XXXV — Trade and Industry (vi) Chemicals

Item XXXVI1I — Goods in Bonded Warehouses and in Transit

Item XXXVI1Il — Federal Taxes

(Report, undated, from the sub-committee on Finance and Economic Policy)."

6. THE COMMITTEE, after discussion, agreed that the reports referred to above
be disposed of as follows:

Item XIX — Repatriation of Sterling Surplus — Consideration deferred.

Item XX — Income Taxes, Corporation Taxes and Succession Duties — To be
submitted to the Newfoundland delegation after minor revision.

[tem XXIX — Newfoundland Government Savings Bank — To be submitted
to the Newfoundland delegation.

Item XX X1 — Clarification of Government Contracts — (ii) Imports — To be
submitted to the Newfoundland delegation after minor revision.

Item XXXIV — Loss of Revenue — Consideration deferred.

Item XXXV — Trade and Industry — (vi) Chemicals — To be submitted to
the Newfoundland delegation.

Item XXXVII — Goods in Bonded Warehouses and in Transit — To be
revised by the sub-committee in the light of discussion.

Item XXXVIIl — Federal Taxes — To be revised by the sub-committee in the
light of discussion.

J. R. BALDWIN
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761. PCO-CRF

Le secrétaire, le Comité du Cabinet sur Terre-Neuve,
au président, la délégation de Terre-Neuve

Secretary, Cabinet Committee on Newfoundland,
to Chairman, Delegation of Newfoundland

SECRET Ottawa, October 29, 1948

Dear Mr. Walsh,

I attach for your information copies of the report of the Sub-Committee of
Canadian officials appointed by the Canadian Cabinet Committee to review the
statement submitted by the Newfoundland delegation on the estimated revenues
and expenditures of Newfoundland as a province. It is our understanding that
this report would be the subject of discussion at the meeting with the Newfound-
land delegation next Tuesday afternoon.

You will note that this report is primarily factual in nature and does not
contain any specific recommendations or suggestions.

Quite apart from discussion of the facts contained in the report it would be our
hope that the Newfoundland delegation might be in a position on Tuesday to
advance specific comments regarding the situation shown by your above-men-
tioned statement and this report.

Sincerely yours,

J. R. BALDWIN

762. R.AM./Vol. 3
Proceés-verbal d'une réunion du Comité du Cabinet sur Terre-Neuve
Minutes of a Meeting of the Cabinet Committee on Newfoundland

SECRET

A meeting of the Cabinet Committee on Newfoundland was held in the Privy
Council Chamber on Tuesday, November 2nd, 1948, at twelve o’clock noon.
PRESENT:

ALSO PRESENT:

The Canadian High Commissioner in Newfoundland, (Mr.
Burchell),

The Deputy Minister of Veterans Affairs (Mr. Woods),
Mr. J.E. Coyne, Bank of Canada,

Mr. R.A. MacKay, Department of External Affairs,
Mr. M.W. Sharp, Department of Finance,

Mr. A.B. Hockin, Department of Finance,

Mr. Alex Skelton, Department of Trade and Commerce.
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I. COMMENTS OF NEWFOUNDLAND DELEGATION ON
REPORTS SUBMITTED BY THE CABINET COMMITTEE

1. THE AcTING PRIME MINISTER said that the Newfoundland delegation had
now submitted their comments on the reports submitted by the Cabinet Commit-
tee at meetings held on October 19th and 27th relating to certain questions raised
in the Newfoundland brief.

(Letter, October 30th, 1948, from the Secretary of the Newfoundland dele-
gation; copy attached).’

2.  MR. ST. LAURENT said that the delegation had no comments to offer with
respect to most of the reports submitted by the Cabinet Committee. The dele-
gation did, however, submit certain suggestions in connection with the reports
relating to the following items of the brief:

[tem VII — Marine Hospitals
Item XI — Civil Aviation
Item XIII — Broadcasting

3. Tue COMMITTEE, after discussion, noted the reports submitted by the New-
foundland delegation and agreed,

(a) That Item VII — Marine Hospitals — be referred to the Department of
National Health and Welfare and to the Department of Veterans Affairs for
consideration and report in the light of the suggestion made by the Newfound-
land delegation;

(b) That Item XI — Civil Aviation — and Item XIII — Broadcasting — be
referred to the sub-committee on Transportation and Communications for con-
sideration and report in the light of the delegation’s comments.

II. NEWFOUNDLAND POSTS AND TELEGRAPHS

4. THE ACTING PRIME MINISTER said that Item X of the Newfoundland brief
relating to the Newfoundland Department of Posts and Telegraphs had been
referred to the sub-committee on Transportation and Communications for
consideration.

A report had now been submitted by the sub-committee in which the views of
the Post Office Department on the one hand, and those of the Canadian National
Railways and the Department of Transport on the other, were set forth.

(Report of the sub-committee on Transportation and Communications, Octo-
ber 22nd, 1948).

5. THe COMMITTEE, after discussion, approved in principle the recommenda-
tions made by the Canadian National Railways and the Department of Trans-
port and agreed that the sub-committee on Transportation and Communications
should prepare a report, embodying these recommendations, for submission to
the Newfoundland delegation.

[11. INTERIM REPORT ON FISHERIES

6. THE MINISTER OF FISHERIES reported that in the course of discussions with
Newfoundland delegates and Fisheries officials, certain difficulties had been
encountered, more particularly with respect to the continued operation of the
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Newfoundland Fisheries Board following union. In this connection, an Interim
Report had been prepared.

(Interim Report of the Minister of Fisheries, November 2nd, 1948).
7. THeE COMMITTEE noted the Minister’s report.

[V. VETERANS’ BENEFITS

8. THE MINISTER OF VETERANS AFFAIRS, referring to the War Service Bene-

fits as set forth in Annex I of the Proposed Arrangements of October 29th, 1947,

and to Item XII of the Newfoundland brief relating to Benefits to Veterans of

World War 1, stated that reports had now been prepared in connection with
these matters.

The first report dealt with matters which were considered to have been implic-

itly agreed to in the Proposed Arrangements of October 1947. It was felt that,

subject to the Committee’s approval, this report might be submitted to the New-
foundland delegation.

The second report dealt with the question of the extension to Newfoundland
veterans of gratuities and re-establishment credit.
(Report of Special sub-committee on Veterans Affairs, October 27th, 1948;
and memorandum, undated, on gratuities and re-establishment credit).}
9. THE COMMITTEE, after considerable discussion, agreed,
(a) That the report of the Special sub-committee on Veterans Affairs be
submitted to the Newfoundland delegation after deletion of references to await-
ing returns allowances and to gratuities and re-establishment credit;

(b) That consideration of the extension of gratuities and re-establishment
credit to Newfoundland veterans be deferred.

J. R. BALDWIN

[PIECE JOINTE/ ENCLOSURE]
Mémorandum du ministre des Pécheries au Cabinet
Memorandum from Minister of Fisheries to Cabinet

Ottawa, November 2, 1948

FURTHER INTERIM REPORT ON FISHERIES

Several meetings have been had with the Newfoundland delegation, most of
the discussion being on the continuation of the Newfoundland Fisheries Board in
the export field. We believe it desirable to continue this Board for an interim
period. An agreement could be reached on a five-year period from the date of
Union, and thereafter until such time as the Parliament of Canada otherwise
enacts. The powers of the Board would continue with respect to the export mar-
keting of salted products only.

The essential difference that has arisen with the Newfoundland delegation
relates to the control of this Board. We have insisted that the Board, under our
constitution, would have to be a Federal agency under a Federal Minister. The
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Newfoundland delegation have resisted this with various alternatives, the most
recent being that the present Acts governing the operation of the Board be con-
tinued but that the powers of the Governor in Commission and the Commissioner
for Natural Resources under these Acts be exercised by the Governor in Council
and the Minister of Fisheries respectively.

We are opposed to this proposal because:

(1) The Board has wide powers under the Newfoundland Fisheries Board Act
which are not subject to any form of control either of the Governor in Commis-
sion or the Commissioner for Natural Resources, particularly the powers con-
tained in section 9, subsections 6,7,9,10,11, 12,13, 14and 16.

(2) The Exportation of Salt Fish (Permits) Act of 1942 is used by the Board
as an important control over exporters. This Act is not under the control of the
Governor in Commission nor the Commissioner for Natural Resources and
therefore, the substitution of the Governor in Council and the Minister would in
no way give federal control over the powers of the Board.

If we agreed to these proposals the Federal Government would not have the
necessary overall direction and legal control over the most important part of the
activities of the Board, although the Government would be responsible for the
conduct of the Board before Parliament.

We are having a further meeting with the Newfoundland delegation this after-
noon when it will be desirable to take a final stand on this question.

R. W. MAYHEW

763. R.A.M./Vol. 3

Procés-verbal d’une réunion entre le Comité du Cabinet
et la délégation de Terre-Neuve

Minutes of a Meeting between Cabinet Committee
and Delegation of Newfoundland

SECRET
MINUTES OF A MEETING OF THE CABINET COMMITTEE
AND THE NEWFOUNDLAND DELEGATION HELD IN ROOM
268, PARLIAMENT BUILDINGS, ON TUESDAY,
NOVEMBER 2, 1948, AT 4:00 P.M.
PRESENT:

ALSO PRESENT:

Mr. C.J. Burchell, Canadian High Commissioner in
Newfoundiand,

Dr. W.C. Clark, Deputy Minister of Finance,
Mr. J. Howes, Bank of Canada,

Mr. J.E. Coyne, Bank of Canada,

Mr. R.A. MacKay, External Affairs
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Mr. M. Sharp, Dept. of Finance,

Mr. E.A. Driedger, Dept. of Justice

Mr. E.P. Weeks, Dept. of Reconstruction and Supply,
Mr. Alex Skelton, Dept. of Trade and Commerce,
Mr. J.C. Britton, Dept. of Trade and Commerce.

Mr. W.M. Marshall, Secretary for Finance,

Mr. H.G. Puddester, Secretary for Justice,

Mr. J.C. Thompson,

Mr. G.W.D. Allen, Assessor of Taxes,

Mr. J.G. Howell, Secretary for Customs.

I. FORECAST OF NEWFOUNDLAND REVENUES
AND EXPENDITURES-REPORT OF
SUB-COMMITTEE ON FINANCE

1. THE ACTING PRIME MINISTER stated that the Sub-Committee on Finance
and Economic Policy had prepared a report on Item 1 of the Newfoundland
memorandum (Financial Position of the Province).

Copies of the report had been circulated.

(Report of the Sub-Committee on Finance and Economic Policy, Document
No. 16, October 26th, 1948).

2. MR. S1. LAURENT enquired whether the Newfoundland delegation had
any comments or suggestions to offer in regard to the estimated position of a
Newfoundland provincial budget as indicated in the report.

3. MRr. WaLSH commented in detail on the content of the report and the
position indicated therein.

4. MR. ST. LAURENT pointed out that it was obviously not appropriate for the
federal government to stipulate means by which Newfoundland’s provincial bud-
get might be balanced; it was, however, the wish of the government and no doubt
of the Newfoundland delegation to find a manageable and mutually satisfactory
solution to the problem. Perhaps this result might be achieved more readily if
Canadian ministers and officials and Newfoundland delegates and their advisers
were to have informal and private consultations during the course of the next few
days in order that individual points of view and possible solutions might be
explored without any commitments being made.

It was suggested that Mr. Burchell and Mr. MacKay act as liaison officers
between the Cabinet Committee and the various members of the Newfoundland
delegation and their advisers in this connection.

5. THE MEETING deferred discussion pending consideration in the fashion
indicated by the Acting Prime Minister.

II. FINANCIAL MATTERS — MISCELLANEOUS REPORTS

6. THE ACTING PRIME MINISTER stated that reports had also been prepared
on various sections of the Newfoundland brief relating to financial questions as
follows:
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Item XX — Income Taxes, Corporation Taxes and Succession Duties.
Item XXXV — Trade and Industry (vi) Chemicals.
[tem XXXVIII — Federal Taxes.
Copies of these reports had been circulated.
7. THE MEETING noted these reports for consideration by the Newfoundland
delegation.

III. NEXT MEETING
8. The meeting agreed tentatively that the next full meeting of the Cabinet
Committee and the Newfoundland delegation would be held the following Fri-
day, November 5th, at 4.00 p.m.

J. R. BALDWIN

764. PCO-CRF

Mémorandum du directeur général, la section de la recherche
économique, le ministére de la Reconstruction et des
Approvisionnements, au ministre de la Reconstruction
et des Approvisionnements

Memorandum from Director General, Economic Research Branch,
Department of Reconstruction and Supply, to Minister of
Reconstruction and Supply

PERSONAL AND SECRET Ottawa, November 2, 1948

RE NEWFOUNDLAND TERMS

You asked me last week for a summary of the changes in the terms proposed to
Newfoundland which would appear necessary to carry union through
successfully.

I think these boil down to making provision for Newfoundland’s financial gap.
That is, this is the only issue on which a breakdown of negotiations really threat-
ens, and on which the Newfoundland delegation would be justified in refusing to
proceed.

There are other issues which should be noted.

1. Probably most important is the fish marketing policy, and specifically the
future of their present so-called *“orderly fish marketing” scheme. The present
practice produces constitutional problems and potentially awkward precedents
(for it is in effect provincial regulation of export and interprovincial trade) and
also some practical difficulties in relation to the Maritimes. The proposal for
partial continuation of this scheme for a transitional period is apparently accept-
able to both sides.

2. Provision will have to be made to avoid double taxation resulting from the
change-over from the Newfoundland pay-next-year to the Canadian pay-as-you-
go system. Everyone agrees that Newfoundland residents should not be required
to pay two taxes in one year. The question is whether they should, in 1949
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(a) pay taxes to Newfoundland on their 1948 incomes, or
(b) start paying taxes to Canada on their 1949 incomes, or

(c) whether the Canadian and Newfoundland governments should split the
loss.

If the major question of the financial gap is satisfactorily settled, I would think
that an arbitrary division between the Canadian and Newfoundland govern-
ments of the loss due to the tax remission would be practical.

3. Newfoundland will hold about $19 million of their surplus in sterling on
March 31, 1949. About $10 million is convertible but $9 million, representing
sterling acquired through sales of fish in Mediterranean markets, is held in a
blocked account which can only be used to repay the sterling debt. I think it is
clear that Canada should undertake to convert the blocked sterling into dollars.
The Financial Gap.

Newfoundland estimates roughly $10 million a year deficit in the next six
years. This includes $2 1/2 million a year for capital expenditures. It is after
allowing for the proposed transitional subsidy which starts at $3 1/2 million.

The annual average budget picture for the next six years (1949-50 to 1954-5)

is:
Revenues

LoCal o R S R $4 m.
Tax Agreement 7 m.
Trans. SUDSIAY ..o oo i AR TS s e VB IR R Im.

$14m

Expenditures

CUFTENT Lottt ese s ass s s es et enseraneenesnesereeeneeeees D21 1/27 ML
AP s s S o BB B S S RGBT o 0 21/2m.

$24 m.

Adjustments are necessary to these estimates.

1. Tax agreement revenue, on the basis of current G.N.P. and population
data, will be $1 million higher.

2. Some of the estimated current expenditures seem too high — e.g., police
and unemployment relief. By reducing all the estimates that appear high (in
relation to the Maritimes for example) and by not raising any that appear low,
the current expenditure figure could be reduced $2 million.

3. The capital expenditure estimate of $2 1/2 million is much too low, of
course, but need not be included for this purpose at all.

~ The effect of these adjustments on the $10 million forecast deficit may be
summarized as follows:

Forecast defichinii ..o R T (LR nebmre o msmsnsrasme sl S S $10 m.

Less

increase in tax agreement rev.......

reduction in current exp. est

elimination of cap. exp

$51/2m.
Remaining defiCit ....oooiiioieieeeiiee e $41/2m.
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This $4 1/2 million figure may be accepted as the absolute minimum of the
likely current account deficit on the basis of the assumed tax structure. In fact it
is almost certainly too low. I think $6 million would be a more realistic figure.

The question is consequently:

(a) towhatextent can this be met by increasing local taxation, and

(b) towhatextentisthere a case for a larger Dominion grant?

A. Increasing local taxation

The basic cause of Newfoundland’s financial weakness is, of course, the low
income level and consequent limited taxation field. Even higher gasoline taxes
than in the Maritimes, for example, will yield only one-third per capita as much.

The fiscal effect of this has been intensified by the absence of development, or
at the most very rudimentary development, of municipal institutions and accom-
panying real property taxation. (Newfoundland property taxation is about $1.50
per head as compared with $14 in the Maritimes. Even in Prince Edward Island
it is now four times more per head.)

The Newfoundland argument that because Newfoundlanders do not like prop-
erty taxation it cannot be considered is of course unacceptable. Nevertheless,
there is a practical situation to be considered. Immediate development of munici-
pal institutions and immediate imposition of corresponding property taxation is
not economically, politically, or administratively feasible. There has been, how-
ever, a significant development of municipal institutions in the last five years.
With the increase in the general average, and better distribution, of income
which may be reasonably expected to follow Confederation, this development
should accelerate.

A more immediately promising field is the sales tax. It is the most effective
method of taxation in a relatively undeveloped and unindustrialized economy. If
a sales tax was imposed at the same time that the tariffs against Canada are
removed there will be neither political nor economic problems. The reduction in
living costs and taxation burdens resulting from the removal of the tariff will
exceed any conceivable new provincial sales tax.

An administrative problem would remain. The collection of a sales tax would
be greatly facilitated if it could be done at the wholesale level, and primarily at
the ports. This is of course true in other provinces also. At the Co-ordinating
Committee sessions of the last Dominion-Provincial Conference it was agreed by
the Dominion representatives, on the unanimous motion of the provincial pre-
miers (it was the only point on which everyone was unanimous) that an amend-
ment permitting the provinces thus to tax sales indirectly would be made. This
agreement was never made public, and it may be desirable to withold action as a
bargaining point in the future. It might still be possible to work out some special
arrangement, of a transitional nature, to assist Newfoundland in imposing an
effective tax immediately.

In summary

(a) Development of municipal institutions and of an associated property tax
may be expected on a modest scale over the next ten years. Property tax returns
might reasonably be expected to increase from the present $1/2 million to $2
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million in the next five years. This increase would not be net, however: while it
would admit assumption of some of the presently estimated provincial expendi-
tures by municipal governments the major portion of it would undoubtedly be
absorbed by new municipal services.

(b) A provincial sales tax of the order of 5%, with exemptions for necessities
(and especially for those which are now duty-free) could be imposed without
hardship if done at the same time that the tariffs against Canada are removed.
This should yield about $3 million.

(c) Thereare no other apparent sources of significant provincial revenue.
B. Larger Dominion Grant

1. Considering the problem of the financial gap, [ think we should start with
two propositions:

(a) Newfoundland can and should raise more provincial revenues immedi-
ately, and

(b) Newfoundland will be able to develop, and by comparative provincial
standards should develop, additional provincial revenues over a reasonable period
of time following Confederation.

2. After full allowance for this I think we must also recognize that there is a
gap, which should be a progressively diminishing one, between the necessary
current expenditures of Newfoundland as a province and their revenues under
the current proposals.

3. Tomeet this situation [ recommend

(a) doubling the presently proposed transitional grants3 and

(b) requiring an assurance that Newfoundland will impose an adequate sales
tax (5 per cent with certain exemptions) at the time that tariffs against Canada
are removed.

(¢) The development of municipal institutions, municipal services, and prop-
erty taxation would be assumed to be part of the general understanding, but not

formalized by agreement. The change in the amount of the transitional subsidy
would be as follows:

Present proposal Amended proposal
$000 $000
1949 3,500 7.000
1950 3,500 7.000
1951 3,500 7.000
53La note suivante étaitdans I'original: 53The following note was in the original:

It is suggested that the transitional grant should be cut off at the end of 10 years instead of the
present twelve. Ten years seems long enough to attempt to predict provincial financial needs. Long
before 1958, in fact, there will have to be a general Dominion-provincial re-shuffle in which New-
foundland will participate. The only reason for keeping it as long as 10 years is that a commitment has
already been made to review the Dominion-Newfoundland position in eight years, and that they are
entitled to specific assurance covering that period plus the probable time required for re-settiement.
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1952 3,150 6,300
1953 2,800 5,600
1954 2,450 4,900
1955 2,100 4,200
1956 1,750 3,500
1957 1,400 2,800
1958 1,050 2,100
1959 700
1960 350

26,250 50,400

Summary

Taking the approxtmate annual deficit on current account for the next few
years as about $6 million this proposal roughly divides the provision for this about
half-and-half between the Dominion and the province. For the first three years
the Dominion contribution would be $3 1/2 million (additional to the present
proposals) and the provincial government would be expected to raise the $2 1/2
million balance. For the next three years the Dominion subsidy would add $2 1/2
million and the provincial government would have to find the extra $3 1/2 mil-
lion. There seems little point in forecasting beyond this stage.

MacKay supports this proposal. Coyne and Sharp, representing the Bank of
Canada and the Department of Finance, think the suggested Dominion subsidy
larger than necessary, but agree that some increase over the original proposal is
necessary. This is not as a matter of policy, but simply because Sharp’s commit-
tee made some substantial mistakes in the earlier estimates.

As between an increase of from $3 1/2 million to $7 million, and an increase of
from $3 1/2 million to $5 million, I would strongly recommend the increase to $7
million.

1. It is justified by the facts of the situation and desirable to speed up the
necessary improvement in Newfoundland public service standards.

2. Asubstantial increase in the proposed subsidy will make it easier to develop
an effective provincial tax system — which is the long-run solution.

3. Satisfactory settlement of the financial gap problem (and I think this would
be taken as a satisfactory settlement) would make it possible to clear up practi-
cally all the other outstanding issues at the departmental official level and put an
end to these interminable time-consuming conferences.

765. R.A.M./Vol. 3

Extrait du procés-verbal d'une réunion entre le Comité
du Cabinet et la délégation de Terre-Neuve

Extract from Minutes of a Meeting between Cabinet
Committee and Delegation of Newfoundland



CONFEDERATION AND AFTER 1179

SECRET
MINUTES OF A MEETING OF THE CABINET COMMITTEE
AND THE NEWFOUNDLAND DELEGATION HELD IN ROOM
497, PARLIAMENT BUILDINGS, ON FRIDAY,
NOVEMBER 5TH, 1948, AT 4.00 p.M.
PRESENT:54

ALSO PRESENT:

Mr. C.J. Burchell, Canadian High
Commissioner in Newfoundland,

Mr. L.A. Mutch, Parhamentary Assistant to
the Minister of Veterans Affairs,

Mr. D. Sim, Deputy Minister of National
Revenue (Customs and Excise),

Mr. J.C. Lessard. Deputy Minister of Transport,
Mr. J. Howes, Bank of Canada,

Mr. M.W. Sharp, Dept. of Finance

Mr. A.B. Hockin, Dept. of Finance

Mr. P.L. Young, Dept. of National
Revenue (Customs and Excise),

Maj.-Gen. E.L.M. Burns, Dept. of Veterans Affairs,
Brigadier J.L. Melville, Dept. of Veterans Affairs.

Mr. J.G. Howell, Secretary for Customs
Mr. G.W.D. Allen, Assessor of Taxes.

I. REPORTS ON NEWFOUNDLAND BRIEF

1. THE MINISTER OF NATIONAL DEFENCE stated that several reports had been
forwarded to the Newfoundland delegation. These dealt with various questions
raised in the delegation’s memorandum of October 1948 as follows:

(a) Report of the Special sub-committee on Veterans Affairs (Item XII).

{b) Reporton Housing Assistance submitted by Central Mortgage and Hous-
ing Corporation (Item VIII).

{c) Reporton Posts and Telegraphs (Item X).

(d) Clarification of certain points respecting Civil Aviation (Item X1) and
Broadcasting (Item XIII) as requested by the Newfoundland delegation in a
letter of October 30th, 1948.

(e) Report on Penitentiaries (Item X1V).

(Secretary’s note, November Sth, 1948, and attached documents; report on
Penitentiaries, November Sth, 1948).}

2. THE MEETING noted these reports for consideration by the Newfoundland
delegation.

54St. Laurent et Abbott étaient absents. 54St. Laurent and Abbott were absent.



1180 LA CONFEDERATION ET APRES

II. DELEGATION’S COMMENTS ON VARIOUS REPORTS
SUBMITTED BY THE CABINET COMMITTEE

3. THE MINISTER OF NATIONAL DEFENCE said that in a letter dated Novem-
ber 4th, 1948, the Newfoundland delegation had commented on several reports
which had been submitted by the Cabinet Committee with respect to various
questions raised in the delegation’s memorandum of October 1948.

(Letter from Secretary of Newfoundland delegation to Secretary of the Cab-
inet Committee on Newfoundland, November 4th, 1948).55

4. THE MINISTER OF TRADE AND COMMERCE noted that in connection with
the comment on Public Harbours (Item XVII) it was the government’s policy to
construct and maintain public wharves wherever and whenever such action was
considered to be necessary in the public interest. Since the construction and
maintenance of public docks throughout Canada were under the jurisdiction of
the Federal Government, responsibility for decision as to whether or not a public
dock was necessary in any given locality would have to rest with the federal
authorities who would of course take local requirements into consideration.

5. THE MEETING, after further discussion, noted Mr. Howe’s statement on
Public Harbours and deferred consideration on other of the delegation’s
comments.

ITl. FREIGHT RATES

6. MR. WaLsH enquired whether the delegation could anticipate an early
report on Item IX of the memorandum of October 1948 which, among other
points, dealt with freight rates applicable to Newfoundland following union.

7. THE DEPUTY MINISTER OF TRANSPORT stated that officials of the Cana-
dian National Railways had arranged conversations with the Minister of Trans-
port early the following week. It was hoped that a report in this matter would be
available for consideration shortly thereafter.

8. THE MEETING noted the report of the Deputy Minister of Transport.

IV. UNFINISHED BUSINESS

9. MR. CLAXTON suggested that every effort be made to dispose within the
next few days of the questions raised by the Newfoundland delegation remaining
to be dealt with. All government departments that had not yet submitted their
reports should be pressed to do so within the next few days.

10. THE MEETING noted with approval the suggestion made by Mr. Claxton.

766. 10300-40
Meémorandum pour le vice-président, le Comité du Cabinet sur Terre-Neuvessa

Memorandum for Vice-Chairman, Cabinet Committee on Newfoundlandss

55SNon trouvée. 55Not located.
55aR. A. MacKay était probablement I'auteur S5aR. A. MacKay was probably the author of
de ce mémorandum. this memorandum.
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SECRET Ottawa, November 6, 1948

NEWFOUNDLAND PROVINCIAL BUDGET

The comments of the Sub-committee on Finance and Economic policy on the
prospective budget presented by the Newfoundland delegation indicates that the
gap on current account, assuming no new taxes except gasoline and increased
liquor prices, will be of the order of $6.0 million.

2. A rough calculation of possible yield from a sales tax indicates that New-
foundland should be able to raise about $700 thousand for each one per cent tax,
on the basis of present business activity, allowing for exemption on food-stuffs,
supplies for fisheries, coal, gasoline, and other items comparable to exemptions in
other provinces. A five per cent tax would not be unduly high in view of the
absence of property taxes. This should yield, say, $3.0 million to $3.5 million,
allowing for difficulty of collection.

3. It would greatly facilitate collection if Newfoundland were empowered to
impose this tax as a turnover tax rather than a direct tax on the consumer. It is
suggested that Newfoundland might be empowered in the terms of union to do
this for the transitional period. It is thought that this could be defended on the
ground that Newfoundland had no adequate system of direct taxation as had
existing provinces and would require time to develop such a system.

4. The Newfoundland delegation proposed in the first session that the United
Kingdom should be asked to take over the debt, or a part of it, as a means of
bridging the gap in part, the federal government presumably to pay Newfound-
land proportionately higher grants in return for relief of the debt burden.

5. Although this might on the surface appear to be a useful device for increas-
ing financial assistance to Newfoundland, I think however it means that the
Canadian taxpayer would pay the “shot” in any case, since any reduction in the
United Kingdom dollar-earning assets means almost certainly that we shall have
to extend equivalent aid to the United Kingdom in other ways, or sell less exports
to the United Kingdom. The arrangement would also seem objectionable in that
it might give the United Kingdom a voice in the whole settlement with
Newfoundland.

6. Itis appreciated that changes in the terms might give rise to complaints of
inequality of treatment from existing provinces. It might be that there would be
least objection if the United Kingdom were to appear to assume part of the cost.
It would be doubtful, however, whether the Canadian public would be misled by
the device of having the United Kingdom take part of the debt.

7. On the other hand, I should not think there could be very strong ground for
complaints by any province if instead we were to assist in meeting the gap during
the transitional period by an increase in the transitional grant. These grants
recognize special need only for the transitional period during which Newfound-
land will be adjusting its existing administrative and tax system to that of a
province within the federal system. I do not see that even a substantial increase in
the transitional grant could give any valid ground to any province for complaints
for inequality of treatment. I should think that we might increase these grants
substantially without affecting the principle. My feeling is that the Newfound-
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land delegation would quickly settle for doubling the present transitional grant
(that is, increasing the initial payment from $3.5 million to $7 million), and they
might well settle for less.

8. The total payments over the transitional period would of course be in-
creased by about $26 million. But, as the Newfoundlanders have well pointed
out, we considerably underestimated last year the probable revenue to be taken
from Newfoundland in federal taxation (their estimate is an increase of $6 mil-
lion to $7 million over our last year’s estimate on the basis of present tax rates and
present productivity). We need not accept their figures, but it is evident that
increased tax returns under existing tax rates and anything like present produc-
tivity would more than offset the additional cost. Thus, the qualification laid
down in the Prime Minister’s letter to the Governor of October 29, 1947, that the
Government could not readily contemplate increasing the burden on the Cana-
dian tax-payer would thereby be observed. I should think increased payments
under the transitional grants could be defended on this ground.

9. Ishould think also that an offer of this kind would tend more to strengthen
the sentiment for union and to lessen the criticism against it in Newfoundland,
than would an offer by the United Kingdom to assume part of the debt in order to
make union possible. If Canada has in any case to assume the cost, why should it
not also take the credit?

10. Attached for your convenience is a table’ showing transitional grants under
existing proposals and payments under increased grants beginning at $6 million
and $7 million.

767. R.AM./Vol. 3
Procés-verbal d’une réunion du Comité du Cabinet sur Terre-Neuve
Minutes of a Meeting of the Cabinet Committee on Newfoundland

SECRET
A meeting of the Cabinet Committee on Newfoundland was held in the Privy
Council Chamber on Monday, November 8th, 1948, at 11:00 a.m.

PRESENT:56

[. MISCELLANEOUS REPORTS ON QUESTIONS RAISED
BY THE NEWFOUNDLAND DELEGATION
1. THE CHAIRMAN suggested that a decision should be reached on several
further reports® to be forwarded to the Newfoundland delegation.
2. THe COMMITTEE, after discussion, agreed that these questions be dealt with
as follows:
(a) Item VII — Marine Hospitals — Report of the Departments of Veterans
Affairs and National Health and Welfare to be forwarded to the Newfoundland
delegation;

56Gregg était absent. 56Gregg was absent.
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(b) Item XVIIl — Public Buildings — Report of the Department of Public
Works to be forwarded to the Newfoundland delegation;

(¢) Item XX (4) — Taxation of Cooperatives — It was agreed that the Cana-
dian Government could not make an exception in Newfoundland’s favour in its
present policy respecting the taxation of cooperatives. (The Secretary to forward
a note to this effect to the Newfoundland delegation);

(d) Item XXI — Transportation — It was agreed that the Newfoundland
delegation be informed that although it was the Government’s intention to pro-
vide an efficient freight and passenger service between North Sydney and Port-
aux-Basques, no practical advantage could be seen in making a change in the
wording of the proposed arrangements in this connection. (The Secretary to
forward a note to this effect to the Newfoundland delegation).

{e) [Item XXXI — Clarification of Government Contracts — Report submit-
ted by the sub-committee on Finance and Economic Policy to be forwarded to the
Newfoundland delegation;

(f) Item XXXVII — Goods in Bonded Warehouses and in Transit — Report
submitted by the sub-committee on Finance and Economic Policy to be for-
warded to the Newfoundland delegation;

II. VETERANS BENEFITS

5. THE MINISTER OF VETERANS AFFAIRS pointed out that no statement had
yet been made regarding the following Veterans benefits:

(a) War Service Gratuities

(b) Re-establishment Credit

(¢) Awaiting Returns Benefits.
After taking all the circumstances into consideration, it was felt that Re-estab-
lishment Credits and Awaiting Returns Benefits could be extended to Newfound-
land veterans. War Service Gratuities formed part of the soldiers pay and allow-
ances and as such could not be extended to Newfoundland veterans following
Union.

6. MR. WaLSH said that the arrangement proposed by the Minister of Veter-
ans Affairs appeared satisfactory.

7. THE MEETING noted the statements made by the Minister of Veterans Af-
fairs and the Chairman of the Newfoundland delegation.

[I1. IMPORT RESTRICTIONS

8. THE MINISTER OF NATIONAL DEFENCE, referring to the minutes of Novem-
ber 10th, 1948, said that the position respecting import restrictions as outlined
broadly by the Minister of Finance had been confirmed by the Minister of Trade
and Commerce.

9. THE MEETING noted Mr. Claxton’s statement.

IV. TRANS-CANADA HIGHWAY

10. THE MINISTER OF NATIONAL DEFENCE said that the Canadian govern-
ment’s position with respect to the extension of the Trans-Canada Highway to
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Newfoundland had been recorded in the minutes of the meeting held on October
13th, 1948.

The Minister of Mines and Resources was calling a conference of provincial
representatives to discuss the question of the Trans-Canada Highway. In this
connection, the Minister of Mines and Resources might be asked to extend an
invitation to the Newfoundland Commission of Government to send an observer
to this conference.

11. THE MEETING noted Mr. Claxton’s statement and agreed that the Minister
of Mines and Resources be requested to extend an invitation to the Newfound-
land Commission of Government as suggested.

V. TRADE AND INDUSTRY

12. THE MINISTER OF NATIONAL DEFENCE said that the Newfoundland dele-
gation had indicated that no reply had yet been received on several sections of
Item XXXV of the Newfoundland brief relating to trade and industry.

The various questions raised in Item XXXV had actually been dealt with in
large part under other headings; no further report could be made until the return
of the Canadian team of experts at present in Newfoundland.

13. THE MEETING noted Mr. Claxton’s statement.

(g) Item XL — Enrichment of Flour — It was agreed that the Newfoundland
delegation be informed that the Canadian Government would not interfere with
the present practice of using fortified flour in Newfoundland for a period of three
years following union. (The Secretary to forward a note to this effect to the
Newfoundland delegation).

II. FINANCIAL ARRANGEMENTS

3. TdHe MINISTER OF FINANCE, referring to the fact that a Newfoundland
provincial government would be faced with heavy annual deficits unless some
additional aid could be provided, said that in connection with the financial posi-
tion of Newfoundland as a province following union, it had been suggested that
the United Kingdom Government might agree to take over half of the New-
foundland sterling debt which would amount approximately to $16,500,000. If
the United Kingdom Government agreed to such an arrangement, this amount
($16,500,000) could be made available by the Canadian government to the new
province and thus help to reduce the estimated provincial deficit.

4. MR. ST. LAURENT pointed out that it was not at all certain that the United
Kingdom would agree to such an arrangement and, in any event, some considera-
ble time would probably elapse before an agreement could be reached; this latter
feature was undesirable in view of the delegation’s desire to return to Newfound-
land as soon as possible. Difficulties would ensue were the delegates to return to
Newfoundland at this time without an agreement being signed.

As an alternative to the proposal outlined by the Minister of Finance, the
Canadian government might provide a supplementary grant to a total extent of,
say, $16,500,000 in addition to the transitional grants set out in the proposed
arrangements. These supplementary grants might be fixed on a descending scale
during the first eight years following union as follows:
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Ist year ....... : $3.000.000
2nd year... e $3,000,000
3rd year ... ... $3.000,000
4th year.... $2.500,000
SR YEAT ..ottt sbes e 92,000,000
O YOAT ot i i o S s ST A S s R e s $1.500,000
Tth year.... ... $1.000.000
21 T/ | U ——————— S D ———— . 3,11 VX ¢ |} 1]

5. THe COMMITTEE, after considerable discussion, agreed that the Chair-
man’s proposal be submitted to Cabinet.

J. R. BALDWIN

768. B.C./Vol. 117
Proceés-verbal d’une réunion du Comité du Cabinet sur Terre-Neuve
Minutes of a Meeting of the Cabinet Committee on Newfoundland

SECRET

A meeting of the Cabinet Committee on Newfoundland was held in the Privy
Council Chamber at 10:30 a.m., Tuesday, November 9th, 1948.
PRESENT:S’

ALSO PRESENT:

Mr. J.C. Lessard, Deputy Minister of Transport,

Mr. S.W. Fairweather, Vice-President, Canadian National
Railways,

Mr. R.A. MacKay, Department of External Affairs.
I. NEWFOUNDLAND RAILWAY
1.  THE MINISTER OF TRANSPORT submitted a report on Item [X of the New-
foundland brief covering the management of the railway, freight rates, freight
movements, express rates and passenger rates.
Copies of the report were circulated.
(Report on Newfoundland Railway, (Item 1X), November 8, 1948).
2. THe COMMITTEE, after discussion, agreed that, subject to minor amend-
ment, the report submitted be forwarded to the Newfoundiand delegation.
I1. CLARENVILLE BOATS
3. TuHe MINISTER OF TRANSPORT submitted a report relating to the Claren-

ville Boats (Item XV of the Newfoundland brief) prepared by the sub-committee
on Transportation and Communications.

Copies of the report were circulated.
(Report on Clarenville Boats, (Item XV), November 8, 1948)."

57Gregg était absent mais Lionel Chevrier, le 57Gregg was absent but Lionel Chevrier, Minis-
ministre des Transports, a participé a la réunion.  ter of Transport, was at the meeting.
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4. MR. ST. LAURENT suggested that the Newfoundland delegation be in-
formed that the wartime policy of operating commercial vessels had been discon-
tinued and that the Federal Government was not therefore disposed to make any
arrangements for the purchase of these boats a part of the terms of union, but
that it would give sympathetic consideration to the finding of a solution which
would provide the least interference with the economy of which these boats were
a part.

5. THE COMMITTEE, after discussion, noted Mr. St. Laurent’s proposal with
approval and agreed that the Newfoundland delegation be informed accordingly.
(The Secretary to forward a note to this effect to the Newfoundland delegation).

I11. FISHERIES
6. THe MiNISTER OF FISHERIES submitted a report respecting Newfoundland
fisheries.
Copies of the report were circulated.
(Memorandum of the Minister of Fisheries, November 8th, 1948, and accom-
panying documents).
7. Tue CoMMITTEE noted the report of the Minister of Fisheries for considera-

tion at a later meeting.
J. R. BALDWIN
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Mémorandum du ministére des Transports
Memorandum by Department of Transport

Ottawa, November 8, 1948

1X. NEWFOUNDLAND RAILWAY

1. Management

In discussions held in Ottawa in 1947, the report submitted by officials of the
Canadian National Railways recommended that the Newfoundland railway and
steamships form a division of the Canadian National Railways, in charge of a
division superintendent with headquarters at St. John’s. The division superin-
tendent would have reporting to him appropriate officers for rail and steamship
operation; for maintenance of rolling stock and of steamships and for mainte-
nance of way and structures. Traffic, accounting and other departments not
under the executive jurisdiction of the operating department would be repre-
sented by appropriate officers located in St. John's, but reporting to departmental
offices at regional headquarters in Moncton, thereby conforming with standard
Canadian National organization. The Newfoundland delegation now proposes
that the Canadian National establish a complete new region (similar to the
Atlantic Region), which would embrace all railway and steamship operations
now under the jurisdiction of the Newfoundland state railway, with direct line of
authority from Montreal headquarters and not from Moncton, the headquarters
of the Atlantic Region.
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Canada cannot recommend that the general manager of the railway should
have the status of regional manager, coming under the direct supervision of the
head office at Montreal. The principal points of contact of the line on the Island
are with the Atlantic Region, and there will, therefore, naturally be a close
association between the two territories. It is not anticipated that any complica-
tions, delays or difficulties will arise in the administration of the Newfoundland
lines and railway steamship services as a result of the officer in charge thereof
having to report to the Vice-President and General Manager at Moncton instead
of to an officer in Montreal. It is felt that a more efficient form of administration
will be attained by the method originally proposed in 1947 than by setting up
Newfoundland as a separate region reporting to Montreal.

2. Freight Rates

In accordance with Section 16 (2) of the proposed arrangements for the entry
of Newfoundland into Confederation, railway services and railway rates over the
Newfoundland railway will be subject to regulation by the Board of Transport
Commissioners of Canada, and according to Section 16 (3) of the same proposed
arrangements, the movement of through traffic between North Sydney and Port-
aux-Basques will be treated as all-rail traffic, and the Island of Newfoundland
will be considered as within the Maritime Region for the purposes of the Mari-
time Freight Rates Act. This is as much as Canada can agree to at the present
time. The railway officers’ visit to Newfoundland has been postponed due to the
railway strike, thus preventing a complete review of the freight rates being made
immediately.

In the normal course of events, the Canadian National Railways will publish
through tariffs and local tariffs affecting railway operations in Newfoundland; if,
as a result of such publication, rates are considered not to be fair and reasonable,
or if unfair discrimination is created thereby, the matter could be brought to the
attention of the Board of Transport Commissioners for remedy. At the present
time it is neither desirable nor expedient to attempt to define these matters.

Particular reference is made to the following phrase in the Newfoundland
delegation’s memorandum: “the extended railway mileage basis should also ap-
ply throughout the Newfoundland System so as to include transfers to coastal
steamers at terminals for delivery to all ports along the coast.” If this is intended
to mean that railway freight rates should apply to coastal services, there is no
precedent for such action in Canada. Under existing legislation, the Board of
Transport Commissioners has no authority over coastal steamship services or
rates.

3. Freight Movements

(i) and (ii) After confederation, the Canadian National will be entrusted with
the responsibility for operating the Newfoundland railway and coastal steamship
services. It will be their responsibility to see that service commensurate with the
traffic offering is furnished. It is impossible at this time to define in detail the
nature and extent of these services or what additions may be needed in facilities.

(1) It will be appreciated that this is a matter which is beyond the control of
the Canadian National Railways. [t should be the subject of an application to the
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Board of Transport Commissioners which has jurisdiction over the Sydney and
Louisburg Railway.

(iv) The Canadian National (West Indies) Steamships would certainly not
discriminate at Halifax as between shipments of fish to the West Indies. All
shippers would receive equal treatment.

4. Express Rates
The same comments apply here as with regard to Section 2, Freight Rates.

5. Passenger Rates
The same comments apply here as with regard to Section 2, Freight Rates.

[PIECE JOINTE 2/ENCLOSURE 2]
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Mémorandum du ministre des Pécheries au Cabinet
Memorandum from Minister of Fisheries to Cabinet

Ottawa, November 8, 1948

RE: DOCUMENT SUBMITTED BY NEWFOUNDLAND DELEGATION

I1. FISHERIES
(1) Newfoundland Fisheries Board
The Minister of Fisheries would recommend that the terms of Union provide:

(a) That, subject to repeal or amendment by the Parliament of Canada, with
the concurrence of the Government of the Province, such parts of the laws of
Newfoundland as relate to the export marketing of salted fish from Newfound-
land to any other country or to any Province of Canada and as contained in the
Newfoundland Fisheries Board Act, No. 11, 1936, An Act Further to Amend the
Newfoundland Fisheries Board Act 1936, No. 37, 1938, An Act Respecting
Permits for the Exportation of Salt Fish, No. 10 of 1942, An Act Further to
Amend the Newfoundland Fisheries Board Act, 1936, No. 39 of 1944, An Act
Further to Amend the Newfoundland Fisheries Board Acts 1936-38, No. 16 of
1944 and An Act Further to Amend the Newfoundland Fisheries Board Act
1936, No. 42 of 1944, shall be continued, and administered by the Newfoundland
Fisheries Board, for a period of five years from the date of Union and thereafter
until such time as the Parliament of Canada otherwise enacts, and that all Rules,
Regulations and Orders made under the said Acts and in effect at the date of
Union shall continue until repealed or amended in accordance with the provisions
of the said Acts.

(b) That except as hereinbefore provided, all the powers in relation to the
fisheries of Newfoundland that would ordinarily be Federal powers under the
British North America Acts 1867-1946, for example the protection of fisheries,
inspection of products moving in interprovincial or foreign trade and the plants
where such products are processed, as well as the regulation of trade and com-
merce in fish generally shall be exercised by the Federal Government from the
date of union or such later date as Canadian statutes relating to these subjects are
applied to Newfoundland.
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(c) That the powers of the Governor in Commission and of the Commissioner
for Natural Resources under the sai